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THE SENATE
TaurspAY, November 10, 1932.

The Standing Committee on Railways, Telegraphs and Harbours to whont
was referred the Bill A, intituled “An Act respecting the Canadian National
Railways and to provide for co-operation with the Canadian Pacific Railway
System, and for other purposes,” met this day at 1130 am. n’ Committee
Room No. 262.

Right Hon. Mr. Graham in the Chair.

The CuammAN: Senator Murdock, are your friends, representing the vari-
ous railway Brotherhoods here to make any representations?

Hon. Mr. Murpock: I see a number of them around here, but I undgr-
stand that they are not holding their meeting until this afternoon to decide
on the gist of the representations that they want to make. ~

The CuamrMan: Would they like to be heard this afternoon?
Hon. Mr. Murpock: Two or three of them shake their heads no.

Right Hon. Mr. MricaEN: Would it be possible for them to have their
meeting and formulate their plans in time to meet us at say 4.30 this afternoon?
If they could be ready by that time it would be useful to us. ;

Hon. Mr. Murpock: Two or three of them are shaking their heads. I
think they are having some difficulty in condensing what they have to say.

Hon. Mr. Daxpuranp: They may simply desire to present a memorandum
which we could study at our leisure.

The CuairMAN: We are ready if they are.

Hon. Mr. Danpuranp: We were asked yesterday to go through the Bill
again in order to study any clauses that seem to need redrafting with a view
to bringing out more clearly the intention of those clauses. I feel somewhat
disinclined to go into the merits of the clauses themselves before we hear the
parties that want to be heard on the merits or the principles of the Bill. I think
1t is a very good idea to go through the Bill for the purpose of indicating to the
draftsmen what should be done in order to clarify the clauses, but I doubt that
W?c zhould go into the principle of each clause before hearing the parties inter-
ested.

Hon. Mr. Bureau: What is the use of redrafting, then? On what basis do
you want to redraft?

Hon. Mr. Daxpuraxp: It was in order that the wording should more
clearly indicate the object of the various clauses. There is some vagueness in
some of the clauses, and the impression I got was that we were running through
them in order to indicate the clauses that needed redrafting.

Hon. Mr. Burrau:

Clause 4 reads as follows:-—4. (1) No person who is a Senator or
Member of the House of Commons, and no person holding or having
within five years held any office or position to which any salary is
attached payable directly or indirectly by His Majesty, in the right of
the Dominion of Canada, or of any of the Provinces thereof, shall be
eligible for appointment as Trustee.

(2) Vacancies among the Trustees arising from any reason shall be
filled from time to time by the Governor in Council from a list of eight
persons then named by the remaining Trustees or Trustee. All Trustees
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shall be eligible for re-appointment if so listed. Yesterday we discussed
this clause and the advisability of retaining it. That clause would elimin-
ate some very able men, perhaps the ablest in the country, because they
had served on a commission.

Right Hon. Mr. MEwGHEN: It might, senator. I tried to point out that the
purpose the Royal Commission had in view is not expressed in the clause. Dis-
cussion of the clause will help us in the redrafting. It was my idea that the first
job of redrafting would be to express more clearly and impregnably the purpose
of all the recommendations of the Commission. I do not mean merely to change
the form of the Bill; I mean to get the effect of the intention of the Commission.
This Bill is supposed to represent the Commissioners’ intention; it does not; and
so far even as it does, it is defective in draftsmanship. I think we should be
a lot better off by the time we meet again next week to have before us a draft
that does express the intention of the Commission. If it is the idea of the mem-
bers here that this clause is unsound in principle, then undoubtedly it should be
redrafted and put in another form.

The CrARMAN: Whether sound in prineiple or not, if the draftsmanship is
defective we ought to redraft the Bill so as to express clearly the intention of the
Commissioners. Then when we come to deal with the principle we shall be in a
better position to consider any changes.

Hon. Mr. Brique: I understand this is merely a trial draft.

Right Hon. Mr. MEIGHEN: Yes.

Hon. Mr. Brique: I have drafted a clause in substitution of clause 4,
which I consider to be one of the main clauses of the Bill. I do not submit this
draft clause at present. I desire merely to place it before the Committee so that
it may be considered when we next deal with the Bill. This is my proposed
clause:—

Within fifteen days’ time of being requested to do so by the Solicitor
General of Canada, it should be the duty of the Chief Justices of each
province to -meet together at the city of Ottawa, and then and there pre-
pare confidentially amongst themselves and the Solicitor General under
their respective signatures or of the signatures of a majority of them, a
panel of five persons in their opinion best qualified to act as trustees
under the present government, and the three trustees referred to in section
3 hereof shall be chosen from the panel above-mentioned.

I think thjs will be the best way to insure that the choice would be made
independently of political considerations.

The Crarman: This proposed clause is not submitted to-day as a motion.

Hon. Mr. Danpuranp: The idea I understand, Mr. Chairman, is to express
in this Bill the real intention of the Commission. In connection with this clause
Mr. Meighen said—I do not know if he intended it facetiously—that defeated
candidates as well as members of Parliament would be debarred under section 4.

Hon. Mr. Bureau: Why not? They should be. If this proposed section
is ultimately adopted shall we not get in the same position as if we suggested
a board of directors of nine men? The Chief Justice of British Columbia natur-
ally will be acquainted with well qualified men in British Columbia, but the
Chief Justice of Nova Scotia may not know anything about those men; and
vice versa,.

The CuARMAN: It is a matter for consideration.

Hon. Mr. Lamp: Would it not be better to discuss these suggestions later
on rather than attempt to deal with them on the spur of the moment?

Right Hon, Mr. MeiGHEN: This is the time for discussion.
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Hon. Mr. Lamkp: Well, on the spur of the moment I would be unalterably
opposed to Senator Beique’s suggestion. .

The CuarMAN: I think it is perfectly right to discuss any suggestions that
may be made. Perhaps after Senator Beique has heard criticism of his sugges-
tion he may not think the clause is as good as he thought it was.

Hon. Mr. Forkr: I thought we were sitting this morning for the purpose
of making clear the intention of the Commissioners when they made their recom-
mendations. If we are to discuss and amend the Bill clause by clause we shall
be here for a considerable time.

Hon. Mr. CasGraiN: This is simply a notice of motion on the part of
Senator Beique.

The CuamrMAN: Senator Forke, we are doing a good deal of skirmishing—
if you will allow me to use the word—so that we may get one another’s views,
and I think the time is being well spent. We want to get all your views in the
early stages of our discussion, because when we come to deal with the Bill
finally there may not be such a good attendance. After all, probably the hand-
to-hand struggle with the Bill will have to be done by a small number of
members,

Hon, Mr. Copp: The whole question before us is whether this Bill expresses
the intention of the Commission. Now it does seem to me that the attitude
assumed yesterday was the proper one, that we should not decide on any one
of these clauses yet. I think Senator Meighen said that there were three or
four clauses that should be redrafted to express properly the intention of the
commissioners. I submit that we should to-day consider those clauses that need
redrafting, and they could be redrafted before we meet next week, in a way that
would correctly express the intention of the commissioners. Then next week
we could have representations made to us by any person who wishes to make
any suggestion as to the revised clauses, and we could decide whether we are in
favour of adopting the principle of these and other clauses.

Right Hon. Mr. MeicHEN: I agree with Senator Copp so far as he has gone,
but I think he does not go far enough. It seems to me the discussion would not
be so valuable if it followed the strict line that he suggests. If a court of law
were interpreting section 4, it would say the intention is to exclude from appoint-
ment as a trustee any senator and any member of Parliament, so long as he is
a member, and any man who has drawn any salary or remuneration from the
Government of Canada in the last five years. That is pretty well expressed,
but the commission had a much broader intent, which was to shut out all
political appointments. Therefore I think it is important for us to decide
whether that should be done. If we decide it should be done, then we will have
to consider whether we are in favour of any scheme that may be proposed,
such as the one suggested by Senator Béique. His proposal is that there should
be a panel consisting of the chief justices of all the provinces. I think we
should discuss that to find out if it meets with general approval, and if it does
the section would have to be redrafted accordingly. It is not the intention to
take any vote on the matter now but simply to discuss it.

At the moment my view of Senator Béique’s proposal is the same as that
expres§ed.by Senator Bureau. I do not think we would find that a panel of
the chief justices would be satisfactory. The chief justice of British Columbia,
for instance, would not be likely to know who ranked as the ablest business
men in central Canada, nor would the chief justice of Nova Scotia be better
informed on this point. And, as Senator Bureau remarked, neither of these
Judges would know the ablest business men in his colleague’s territory. I do

rot want to speak too strongly just now, but only to say that I agree at present
with Senator Bureau.
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Hon. Mr. Bfiqur: Of course, my object was simply to suggest the why

by which appointment might be made independently of political consideration,

and I thought that from this point of view the chief justices would constitute the

best panel.

Right Hon. Mr. MeicaEN: No doubt they would be free from political
considerations.

Hon. Mr. Ly~ncu-STAuNTON: Considerable objection was raised yesterday
to section 4 because it would prevent the appointment of persons who really
never had been in politics at all. Under that section any person who has ever

drawn a salary from His Majesty would be disqualified. Now, there are great

numbers of men who have been in the pay of the Government and who may
have brains, and among them may be someone who is suitable for appointment
as a trustee. If the intention is to exclude politicians from the management of
the railways, and to prevent the Government from having any influence over
the control of the roads, it seems to me that it is necessary only to make the
exclusion apply to senators and members of Parliament, and persons who have
been members within five years. A man who has not held a seat for five years
has usually lost touch with politics and has not much power with the govern-
ment, unless he be someone of very high ability. ;

Hon. Mr. Murbock: Would the best plan not be to add a section to the
Criminal Code making it an indictable offence for any person to submit rep-
resentations, on political grounds, to any railway officials?

The CuamrMan: I doubt whether Senator Meighen and I could agree to
the statement of Senator Lynch-Staunton that a former member of Parliament
loses touch with polities within five years after his defeat. See if this is not
a reasonable viewpoint. There are ih every community in the country some
leading men who are looked upon as representing the views of the people. Prob-
ably one of these men in every riding is elected to Parliament. When the
people of a district or town, or whatever it is, want anything done, whether
by a railway or any other company or corporation, they instinctively turn to
the man who represents them and who is their spokesman. I have approached
the C.P.R. as often as I ever approached the C.N.R.—perhaps more often—
because the people that I represented thought that I would truly present their
views. In doing that, no matter which railway I approached, I never considered
that I was taking political action. It is most natural for the people to look to
the men that they send to Parliament to make representations on their behalf,
wherever they are to be made, and there is really nothing political in the whole
situation. I think that sometimes we stress the political viewpoint too strongly.
My own view is that a member of Parliament should be as eligible as anybody
else for any job in the Dominion of Canada.

Some Hon. SexaTors: Hear, hear.

Hon. Mr. Forke: I think this is a terrible indictment of the members of
Parliament and senators of Csnada.

The Caamrman: If there is no more discussion on section 4, let me say that
I think it is fair to assume that when we meet again next week the ideas sug-
gested by Senator Meighen will probably appear before us in the redrafted Bill.
We expect to get authority to name counsel to do the redrafting.

Hon. Mr. Lamp: I should like to refer back to clause 3. From reading the
clause there is no question what the draftsman intended, but if you go over it
carefully you will see that it requires revision. It says:—

. The Governor in Council may declare all nominations to the Board of
Directors of the Company heretofore made under the provisions of section
three of the said Act to be-vacated, and may concurrently appoint three
Trustees who shall be substituted for the original incorporators of the Com-




 RAILWAYS, TELEGRAPHS AND HARBOURS—BILL A 5

pany and their successors, and may exercise (subject to the provisions of
this Act) all the powers, rights and privileges and be ‘entitled to all the
immunities and subject to all the restrictions of the said Board of Direc-
tors, which Board shall thereupon cease to exist.

It seems to me that there is a jumble of “ shalls” and “mays” that should be
clarified or eliminated in the redrafting. The word “may ” in the first line and
in the fourth line of the Bill may be all right, but then the clause goes on to say
“who shall be substituted for the original incorporators of the Company and
their successors, and may exercise ” and so on. It seems to me that it should read
“shall exercise,” because it should be mandatory. I make that suggestion in
order to carry out the intention of the section.

The CaARMAN: I think the suggestion should be taken into consideration
by the man selected to redraft the Bill.

Section 5 reads as follows:—

(1) One of the Trustees shall be appointed by the Governor in Coun-
cil to be Chairman of the Trustees. He shall hold office for seven years
from the date of his appointment. The remaining Trustees shall hold office
for different periods of less than seven years, as may be specified by the
Governor in Council, in order to prevent any period expiring on the same
date; or nearly the same date, as that of any other Trustee.

Hon. Mr. LyncuH-StauNTON: That, it seems to me, is not very happily
expressed. '

The CuarMAN: They put the date and the trustees in the same category—
they are both going to expire. That is one of the things that should be changed.
It is very clumsy.

Subsection 2 reads:
Should no action be taken upon the termination of any period of

appointment to fill the vacancy then occuring the Trustee then retiring
shall continue in office till such action is taken.

Hon. Mr. LyncH-STAUNTON: It seems to me that the proper way to express
that is to say that he shall hold office until his successor is appointed. One can
draw half a dozen inferences from all these words.

Hon. Mr. Bureau: Why should he not go out after his term expires, or be
re-appointed immediately?

Hon. Mr. LyNcH-STAUNTON: Some accident may prevent the appointment
immediately and the place may remain vacant.

Hon. Mr. Bureau: And he may stay for another term.

Hon. Mr. LyNncH-STaUNTON: All directorates are appointed in that way.

Hon. Mr. BeauBien: It is always done in that way.

= I:‘}on. Mr. Bureau: If you are going to remove it from politics, why not
0 80

The CrarrMAN: Subsection 3 says:
__Any Trustee may be removed from office at any time by the Governor
in Council, on address of the Senate and House of Commons.

That simply means that these men are put on the same plane as the Auditor
General and the Supreme Court Judges, and can be removed by the Governor
in Council.

Right Hon. Mr. MEicHEN: After investigation, yes.

Hon. Mr. Ly~NcH-StauNTON: Is there anything in the Bill to prevent the
trustee being removed by Order in Council? A trustee is appointed by Order
in Council; may he not be removed by the cancellation of that Order in Council?




6 SELECT STANDING COMMITTEE

Right Hon. Mr. MucaEN: I would not think it would be effective in that

way. /
Hon. Mr. LYNCH-STAUNTON: A creator can destroy, and there is nothing
in the Act to prevent revocation of an appointment by Order in Council.

Right Hon. Mr. MEeIGHEN: But a creator cannot create except by authority,
and he cannot destroy except by authority. The Governor in Council can create
only by the authority of this section, and it gives no authority to revoke.

Hon, Mr. LyNcH-STAUNTON: Is it not accepted as the general practice that
orders in council are revocable unless it is provided to the contrary?

Right Hon. Mr. MEGHEN: Subsection (1) of section 5 provides that the
Chairman shall be appointed to hold office for seven years.

Hon. Mr. Bureau: Is the Governor in Council bound by that section to
make the necessary appointments?

Right Hon. Mr. MEiGHEN: The imperative is never used with respect to
the Governor in Council. But the duty is so clear that any Government that
did not discharge it would place itself in a very embarrassing position.

Hon. Mr. BeauBieN: I think it has been ruled that in such cases “ may ”
means ‘“shall .

Right Hon. Mr. MEetGHEN: I understand it is the view of all members that
the trustees shall not have as they have by this drafting, the right to perpetuity
of office by merely neglecting to furnish a panel. The drafting will have to be
changed.

The CuAlRMAN: Now section 6:

The Chairman shall devote the whole of his time to the performance
of the duties of his office.

The Railway Act provides that the Chairman of the Board of Railway
Commissioners must reside in Ottawa. Would it not be well to state spectfically
that the Chairman of the Trustees must reside at the place where the head office
of the railway is located?

Hon, Mr. LyncH-STAUNTON: This is stipulated with respect to the judges
of the Supreme Court of Ontario; they must reside in Toronto.

Right Hon. Mr. MEeIGHEN: The appointment is for seven years. The head
office of the railway is in Montreal, and it is conceivable that a Toronto man
might be appointed chairman of the Board of Trustees. Well, probably he has
a greater investment in his home in Toronto than the salary he would draw
for the seven-year term,

Hon., Mr. Ly~NcH-StauNTON: I think he ought to live where the head
office is.

Hon. Mr. Copp: Such a requirement might exclude some very excellent
men.

The CuamrMmaN: It will be worth while considering whether or not this
section should be amended.

Section 7:

The Trustees shall be paid by the company such salaries as may
from time to time be fixed by the Governor in Couneil,

Hon. Mr. Ly~ncH-STAUNTON: It is conceivable, Mr. Chairman, that a man
might take the job of chairman for the honour it would confer on him, and
continue to attend to his own business. Would not that be a ground for
impeachment? It ought to be.

Right Hon. Mr. MeicaEN: Of course it would be.
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Hon. Mr, Ly~cu-STauNTON: Why should not we provide in the Bill that
~ the Chairman shall not be connected with any other business?

Right Hon. Mr. MerGHEN: I do not think we can go further than compel
him to give his whole time to the duties of his office. That means he must
relieve himself of all other business engagements involving his time; but it does
not mean he has to sell the stock in his own company.

Hon. Mr. Brausien: It seems to me, Mr. Chairman, that an honourable
man would devote all his time to the office. If you are going to force these
trustees to abandon all their outside interests you will very seriously restrict
the sphere of selection. There are many eminent men who are well qualified
for one of these positions but who would not accept if they had to sever
connections with all their interests. I have in mind one such gentleman at
Toronto, for instance. A man who is appointed as trustee either is honest or
he is not; if he is not he can apparently sever all connections with outside
interests and satisfy the law, but still he might be the type of man against
whom the clause is directed, while on the other hand an honest man could
retain all his connections and remain entirely faithful to the trust reposed in
him. You cannot make a man honest by law. Therefore I submit that the
law should not be so rigid that it would be impossible to select the best men
for the positions, for it is the best that we require.

Hon. Mr. LyNcH-STAUNTON: But we can punish a dishonest man. I am not
impressed with the idea that we should appoint to one of these great positions
a man who has a multitude of interests, whose mind is distracted by a variety
of affairs. A trustee’s job should be a whole time job for the ablest men we
can find, and they should not be connected with any other business. Of course,
it would be ridiculous to say that a trustee should not be allowed to invest in
whatever he chooses, but he should not be engaged in the promotion -of any
other business.

Hon. Mr. Beauvsien: That is a different thing. That is all right.

Hon. Mr. LyncH-STAUNTON: The fact that a man has made a success of
one line of business is no guarantee that he will be successful in another direc-
tion. The common idea to the contrary reminds me of what an old gentleman
said to his son who was about to go on a grand tour a hundred years ago. His
remark was, “ Go out and see what little brains it takes to govern the world.”
When you meet men who are at the head of great interests you find that there
is just as much clay in their feet as there is in yours. I think that we should
not appoint a man as trustee simply because he has made an outstanding suc-
cess in some other line of work.

Hon. Mr. Lewis: Adding to what Senator Lynch-Staunton has said, I sub-
mit that we certainly should exclude from appointment a man who is a director
of the Canadian Pacific Railway, or who is engaged in the manufacture of rail-
way supplies. If we exclude men in these two classes, where are we going to
dﬁ'_aw the line? I think there should be some provision with regard to director-
ships.

Hon. Mr. Lamp: It seems to me of fundamental importance that the Bill
should provide where the headquarters of these officers shall be.

Right Hon. Mr. MercaEN: That is covered. The head office is in Montreal.

Hon. Mr. Bureau: We ought to provide in this section that a trustee should
know something about railroading. A man may be a very successful merchant
or banker but a poor railroad executive.

The CrHAmrMAN: Would anyone suggest that these appointments ought to
be made by the Civil Service Commission?

~ Hon. Mr. Ly~cu-Sraunton: Would the appointees have to pass an exam-
ination?
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The CuARMAN: It strikes me that perhaps there is danger-in the provision
that a trustee may be removed from office only on address of both Houses of
Parliament.

Hon. Mr. Ly~ncuH-STAUNTON: I think, Mr. Chairman, that you are right.

Hon. Mr, BaurantyNe: There is a good deal to be said for the other side
too. It is necessary that we get capable men for these positions. If the right
type of man were approached he would ask for what term the appointment was
to be, and he would be told for seven years and that he could be removed only
only on address of both Houses. That, I think, would be satisfactory. But if
on the other hand he were told that he could be removed at any time by an
Order in Council, he would be likely to say, “ Thank you. I don’t want the

osition.”
2 I do not think that the best kind of man would be necessarily a railway
man, but rather a big executive. He would have all the technical officers
required to advise him with regard to details.

Hon. Mr. Bureau: That right kind of man, a railway man who knows his
business, will not be particular whether there is any legislation to ensure the
permanency of his office. I am inclined to think that a man who would say,
“T1 want to be sure of the job for a number of years,” would not be qualified
for the position, because a qualified man would realize his own ability and
know that <o long as he carried on properly he would retain the position.

Hon. Mr. LynxcH-StaunNTON: The president, the general manager and
other officials of every railroad are subject to dismissal at any time, if their
services are not satisfactory. Why should there be an exception made in this
case?

Hon. Mr. BarrantyNe: We all know very well that governments are
governments and politics are politics. We may succeed in getting very cap-
able men as trustees, but if there is no such provision as this section contem-
plates they would be liable to removal from office at any time there was a
change of government.

Hon. Mr. BeauBieN: Considered from another angle, Mr. Chairman, . it
is perhaps wise that the trustees should not be liable to removal from office
except as provided here. The task that faces the trustees is a very difficult one,
and it may be that they will find it necessary to do things that are unpopular
with some interests. Now, if the trustees are subject to removal by political
pressure there is sure to be strong attack made upon them in certain quarters.
On the other hand, if they. are entrenched in their positions, like judges, only
impeachment could remove them, and there would be no attacks made upon
them on political grounds. If they are not well safeguarded their time, like
that of politicians, first of all will be devoted to remaining in the saddle, and
afterwards to directing their steed. We do not want the trustees devoting most
of their time and energies to that.

Hon. Mr. LyNcH-StaunTON: I think that what Senator Ballantyne said
is quite right.

Right Hon. Mr. MercaeN: I think you can depend upon it that any man
who accepts this office of chief is going to devote his whole time to it. Further-
more, his reputation will be at stake. He is going to be an outstanding man in
the country, and I do not think we need do anything more to indicate that
this is a whole-time job.

The CHAlRMAN: Section 7 says:—

The Trustees shall be paid by the company such salaries as may
from time to time be fixed by the Governor in Council.

Is tl;oro anything in the suggestion that someone should make a recommenda-
tion?
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: Hon Mr. Bureav: How would it be if that were done by the authonty
~ that chooses the panel from which they are to be selected?
The Cuamman: Of course, if it is done by Order in Council it will be done
~ on the recommendation of the Minister of Railways.
~ Hon. Mr. LyncH-STAUNTON: There seems to be a very exalted idea of
~ what these men should be paid. I do not think they should get $75,000 a year.
The CHARMAN: You cannot get the best without paying for it.
- Hon. Mr. LyncH-StaAUNTON: If you hold out a job paying $25,000, or

$50,000, you will have plenty of applicants.

The CHamrMAN: You cannot do too much experimenting with a public
utility.

Section 8 says:—

(1) A majority vote of the Trustees, if it includes the vote of the
~ Chairman as one of the majority, shall be final.

g:Ion. Mr. Bureau: Why should a majority be subject to the will of one

man

Hon. Mr. Ly~xcH-STAUNTON: That simply means that they cannot over-
“ride the Chairman.

Hon. Mr. Bureau: The Chairman can override the other two.

Right Hon. Mr. MEiGHEN: Oh, no.

Hon. Mr. Bfique: He must have one of them with him.

Hon. Mr. Bureau: Why not say that a majority vote of the trustees
shall be final? .

Hon. Mr. Ly~cu-StaunTON: The Chairman is supposed to be a big man.

Right Hon. Mr. MeigHEN: He is a responsible man, and it is so that he
cannot escape his responsibility.

Hon. Mr. Bureau: He could register his assent.

Right Hon. Mr. MeigHEN: But he is going to be held responsible for the

ﬁrop}?r cllnanagement of the system, and nothing, therefore, could be done over
is hea

Hon. Mr. Bureau: The others are jointly responsible.
Right Hon. Mr. MercHEN: They do not give all their time. If you make

him responsible you should give him power to override the others. In that
respect I think this recommendation of the Commission is fundamental.

The CrAamrmAN: Don’t you think, gentlemen, that the underlying prineciple
of this Bill is concentrated authority?

Right Hon. Mr. MEigaeN: That is it.

The CuarrmAN: And every one of the sections tends in that direction.

Hon. Mr. McMgeans: Is there any provision covering the case of an
appointee who becomes mentally or physically incapable of carrying on?

Right Hon. Mr. MeiGHEN: Yes.

The CHAIRMAN: Subsection 2 of section 8 reads:

Meetings of the Trustees may be held at such time and place as the Trustees
may from time to time decide. When no meetings are held, decisions may be

M) made or votes recorded by written minutes or concurrences in any form, 51gned
by the Trustees or by such majority.

Right Hon. Mr. MeteueN: I think that is-all right.
Hon. Mr. Lamrp: What section provides for headquarters?

The CuamrMaN: The Canadian National Act provides that Montreal shall
be the headquarters of the company.
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Hon. Mr. Lairp: I mean the headquarters of the Trustees.

Right Hon. Mr. MeiGHEN: The Trustees’ head office would have to be at
the head office of the company. The Act says that the head office of the
company shall be at such place in Canada as the Governor in Council may
from time to time determine. In 1923 the head office was moved from Toronto
to Montreal, and it is there now under the authority of the statute.

Hon. Mr. Lewis: Subsection 2 of section 8 provides that when no meet-
ings are held decisions may be made or votes recorded by written minutes or
concurrences in any form. Is there not danger of this becoming a practice to
meet the convenience of easy-going Trustees? It seems to me that it would do
away with the benefit of consultation. 2

The CuarrMAN: Undoubtedly that is an objection, Senator Lewis. But .
many things arise every day in the operation of a railway, and it might be
difficult to secure the daily attendance of Trustees who are not devoting all their
time to the duties of their office. In this event it would be unfortunate if the
chairman did not have power to take action and then have it concurred in by the
other trustees, and this concurrence would have to be in writing.

Hon. Mr. Lewis: I am referring not to routine matters, but to matters of
importance.

The CualRMAN: If something of importance arose I think the Chairman
would call a meeting; but in dealing with matters not of vital importance you
have to have some short way of transacting business. I think that provision
is all right.

Hon. Mr. Brausien: I think so:

The CuARMAN: Section 9:—

The persons so appointed as the Trustees of the Company and from
time to time acting as such, shall automatically become and shall act as
Trustees in lieu of the respective Board of Directors of all companies in
Canada comprised in the Canadian National Railways, as defined in the
said Act, and allied enterprises, notwithstanding anything to the contrary
in any statute or law, with and subject to the same powers, rights,
privileges, immunities and restrictions as are mentioned in section three
of this Act.

Hon. Mr. Ly~xcH-STAUNTON: Those “ allied enterprises ” have to go out,
haven’t they?

Hon. Mr. ParenT: Does that include steamships?

Right Hon. Mr. MecaEN: No, because the Canadian National steamships
are owned directly by the Canadian National. I do not see any objection
to the use of the words “allied enterprises.” The definition in subsection 2,
section 2, part 1, is applicable to the first fourteen sections. This means only
allied enterprises of the Canadian National. I do not think the company con-
trols smelters or other similar enterprises. The term has to do with telegraph
and express services. Where the term is applicable to the Canadian Pacific a
different question arises, and I think we shall have to make very important
amendments there.

Hon. Mr. Burrau: Is the hotel system included?

Right Hon. Mr. MurcHEN: The hotels of the Canadian National are owned “
by the Canadian National. The hotels of the Canadian Pacific are owned by a
subsidiary company.

Mr. Fux~rtorr (General Counsel, C.P.Ry.): One hotel is so owned, but
generally speaking the Canadian Pacific hotels are owned directly by the
company.
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Hon. Mr. WessteER: They have a coal mine in the United States.
" Right Hon. Mr. MeicHEN: Of course if the coal mine is in the States this

section does not apply.
, . The CuameMaN: There may be some difficulty in straightening out that
~ situation. Where we have enterprises in the United States they will have to be
 conducted under the statutes of the various states.

Hon. Mr. Lyncu-StauvNToN: What provision is there in the Canadian
- National Act with regard to the American interests of the Company?

Right Hon. Mr. MeieaeN: There is no provision in the Canadian National
Act or in any other legislation which would compel the Canadian National to
do anything in respect of its subsidiaries in the United States contrary to the
laws of those states, because such legislation would be wholly inoperative, if not
worse. That situation is left exactly as it is. The Canadian National Railway
Company has subsidiaries. Certain of those subsidiaries are in the United
States. The company controls them by virtue of its ownership, but that control
must be exercised in accordance with United States law.

Hon. Mr. LyncH-StaunToN: That legislation is satisfactory, is it not?

Right Hon. Mr. MricHEN: I can remember very serious premonitions on
the part of others as to that, but the legislation has worked out very well.

The CHATRMAN: Section 10:—

No decision, order or regulation, and no action or other proceeding
of the Trustees of the Company shall require any approval of any share-
holders of any company in Canada comprised in the Canadian National

- Railways, including His Majesty the King in the right of the Dominion
or any Province thereof.

‘Hon. Mr. Ly~cm-Staunton: Does the term ©Canadian National Rail-
ways ” cover all these subsidiary interests of the Canadian National?

Right Hon. Mr. MeicHEN: They are defined by the Canadian National
Railway Act. I think the reference to that definition should be inserted—* as
defined by the Act.”

Hon. Mr. Ly~cH-STAUNTON: Yes. The preceding section mentions the
Canadian National Railways and allied enterprises. Would not the Canadian
National Railways as defined by the Act include allied enterprises?

Right Hon. Mr. MuicHEN: Probably it does.

The CHAIRMAN: Probably this citation from chapter 10 of the statutes of
1929 will help:—

1. Section two of the Canadian National Railways Act, being chapter
one hundred and seventy-two of the Revised Statutes of Canada, 1927,
is amended by adding at the end thereof the following subsection:—

(e) Canadian National Railways,” means the Canadian National Rail-
way Company and includes also all the companies, in Canada, men-
tioned or referred to in the Schedule to the Canadian National Rail-
ways Act, and in the first schedule to chapter thirteen of the
Statutes of Canada, 1920, and any company formed by any consoli-
dation or amalgamation of any two or more of such companies, and
includes also all other companies hereafter from time to time
declared by the Governor in Council to be comprised in the Canadian
National Railways, which declaration the Governor in Council is
hereby authorized to make.

) Hon. Mr. LyNcE-STAUNTON: What is the use of these words “ allied enter-
prises ”’?
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Right Hon. Mr. MEIGHEN: I must admit that as applied;to the Canadian 5
National, in the light of the definition, I do not see any use in them. But that

is something to be looked after in the redrafting. :

Hon. Mr. Daxpuranp: The draftsman of this Bill may have had some

special reason in mind, and I suppose he will be communicated with?
Right Hon. Mr. MrigHEN: Oh, yes. :

The CuAlRMAN: Unless there is further discussion on this matter we may

now pass on to section 11, which reads:—
The direction and control of the Company, and of all other com-
panies comprised in the Canadian National Railways and allied enter-
prises shall be vested in the Trustees, subject as aforesaid, and the Trustees

may appoint, on terms to be fixed by them, a person  other than a Trustee: ]
who shall perform the duties of Chief Operating Officer with the titular

rank of President, but exercising only such powers or authorities as are

from time to time given to him by by-law or resolution of the Trustees-
with respect to the detail workings of the railway and allied enterprises.
The Trustees shall always consult with the President in respect of such

detail workings and shali endeavour where reasonably possible to give
effect to his recommendations. The President shall report and be respon-
sible to the Trustees, alone, in respect of the performance of his duties.

Right Hon. Mr. MricHEN: Perhaps the word “ operations” would be
better than the word “ workings ” in line twenty-six, to read “ with respect to
the detail operations of the railway and allied enterprises”.

Hon. Mr. Ly~NcH-STaUuNTON: Why is it necessary to say, at the beginning
of the section, “ all other companies comprised in the Canadian National Rail-

way and allied enterprises ”’?

Right Hon. Mr. MriGHEN: The companies are defined in the Act now

by the definition that Senator Graham read.
Hon. Mr. DanpuraND: Is the Intercolonial included?
Right Hon. Mr. MEIGHEN: No. :
Hon. Mr. BucHANAN: Where would the Northern Alberta Railway come in?

Hon. Mr. Ly~cH-STaUNTON: Before the Chairman deals with that, may I

point out another thing. The section says: “ The Trustees shall always con-
sult with the President in respect of such detail workings.” To say the least,

that seems to be unnecessary. Of course the trustees would consult with the

president,

Hon. Mr. GriesBacH: I should think these words have no effect at all.

Hon., Mr. Ly~xcH-STAUNTON: I do not like to see an Act of Parliament
made an essay on railway business. Any words that are used should have
some object. ;

Hon. Mr. Forge: The president is the manager, not the trustees.

Hon. Mr. Ly~ncu-StaunToN: Of course, and the president is answerable to
them. They must consult with one another,

Right Hon. Mr. MEIGHEN: No harm is done by having the words included.

Hon. Mr. Bureau: Those words could be included in the by-law appointing
the president. And what could Parliament do if the president complained that
he was not consulted?
~ Right Hon, Mr. MeGHEN: I think this is how the words came to be
inserted. The commissioners made a report and naturally they indicated, in
a form that the public could clearly understand, the general method that they
recommended for the management of the company, and they say that the
trustees shall consult with the president. When the recommendations of the
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|  commissioners were put into the form of a statute, that recommendation was

included. I do not think it does any harm in this instance, although my idea
of draftsmanship is that no words should be included unless they have a distinct
legal effect. I know that there are pretty good draftsmen who think that there
is an advantage in so wording a statute that persons other than lawyers, suph
as officials who have to carry out the Act, will understand what their duties
are, even though those duties are provided for elswhere and need not be stated
in the Act. Perhaps on that ground the inclusion of the words here can be
justified. T thoroughly agree with Senator Lynch-Staunton that the legal effect
would be the same if the words were left out.

The CHAIRMAN: There is a possibility that the trustees at some time may
not_agree with something that is suggested by the president. Now, in such
circumstances they might make a bad mistake if they went ahead and did
something without consulting the president. His duties would be defined, and
I think it ought to be part of their duties not to order that detailed operations
be carried out without consulting the president. In the past, members of a rail-
- way executive have been known to disagree slightly, and instead of consulting
with the president they have approached the Minister of Railways. In my view
that is an entirely wrong thing to do, for they should discuss all these things
with their chief officer. A similar state of affairs might develop if there were
not some provision preventing it. Of course, the matter can be covered in a
by-law or regulation, but a statute has much more force.

Hon. Mr. GriesBacH: Are you suggesting, Mr. Chairman, that the president
should have the right of appeal to someone over the heads of the trustees?

The CuarMAN: No, but just the other way about.

Hon. Mr. GriesBacH: I think the trustees are empowered to employ a
president on terms to be fixed by them. The person so appointed should be
clearly the servant of the trustees, without recourse to appeal of any sort. If
we leave it at that, then he will carry out their policy. They will prescribe
the policy; he will carry it out. Where they differ, they will go to the mat. I
would leave out these last words, “ The trustees shall always consult,” and
S0 on.

The CrARMAN: It will be considered in the redrafting of the Bill.

Right Hon. Mr., MEiGHEN: I have made some rather severe strictures on
the drafting of the Bill, and perhaps an explanation should be made. First of
all, there is no one distinctly responsible, for several were engaged in the work.
Their instructions were simply to put the recommendations of the report into
the form of a draft Bill, and no doubt it was felt by those who did the work

that it was not intended to be done with anyhing like the finality with which
such work is usually done,

The Cuamrman: The following telegram has been received from the Aébting
President of the Canadian National Railways:—

MonTrEAL, QUE., November 10, 1932.
Rt. Hon. GrorGE P. GRAHAM, :

Chairman, Senate Railway Committee,
Ottawa, Ont,

Your telegram November eighth Canadian National has no particular
furth_er representations to make as situation stands at present but desires
to reiterate our conviction that the two systems should be under separate
management but in active co-operation with a view to avoidance of any

wasteful expenditures and unsound competition. Our officers are at dis-
posal of your committee if needed.

S. J. HUNGERFORD.

i
'F
!



14 SELECT STANDING COMMITTEE

Hon. Mr. Rosinson: Is it the intention to hea.r representatxves of
road and not of the other?

Right Hon, Mr, MeIGHEN: Any who wish to be heard. ;

Hon. Mr. Rosinsox: I think that both should be treated exactly alike.

The Committee adjourned at 1.05 p.m.

The Committee resumed at 3.50 p.m.
Right Hon. G. P. GranaM in the Chair.

The CuamrMAN: Gentlemen, we are anxious to hear any persons who may ]
wish to present their case before Parliament adjourns, probably next week. Is
anyone present to speak for the Halifax Board of Trade or for the Labour men?

Hon. Mr. Mugpock: Mr. Chairman, the representatlves of the various rail-
way brotherhoods are in the city discussing their respective views, and they would
much prefer to present their case when the Committee reconvenes if Parliament
is likely to adjourn within the next ten days. 1

Hon. Mr. Dexnis: The Halifax Board of Trade, in co-operation with the
Provincial Government of Nova Scotia and the City Council of Halifax, are
anxious to appear before the Committee. They are going into their case very
fully, and it 1s my personal view as a member of the Council of the Halifax
~ Board of Trade that they would like to have all the time they can to prepare

their presentation. '

Hon. Mr. Danpuranp: Has our colleague any idea of what the Halifax
Board of Trade want to bring before us? I have heard that for a number of
vears they have been complaining that there is not sufficient competition between
the Intercolonial and the C.P.R.

Hon. Mr. Dexnis: I feel confident, Mr. Chalrman, that the people of the
Maritime Provinces wish to co-operate in every way possible with respect to
this Bill. However, we have some problems that we should like to have presented
to the Committee by experts in transportation. In order that we may marshal
our facts and present them to the Committee in an 1ntelhgent form we desue
ample time.

Hon. Mr. DaxpuranD: I know Sir William Van Horne at one time was very
desirous of leasing or purchasing the Intercolonial railway so as to have a through
line from Saint John and Halifax to Cape Breton, for he thought he could estab-
lish a fleet of twenty-five knot steamers to cross between Cape Breton and Ireland =
in two and a half days. I am sorry that such a good man did not live to see =
the Empress of Britain cross the Atlantic in a few hours over three days.

The CuairMAN: I understand we shall probably meet again next Thursday
morning. In the judgment of the Committee would it be proper to invite the
President of the C.P.R. to appear before us that morning?

Some Hon. SEnaTOrs: Hear, hear.

The CuamrmAN: I take it that Senator Dennis feels the Maritime Provinees’
case would not be ready for presentation next week. Senator Murdock has told
us that the Labour representatives are not ready to proceed. As therefore we
shall not be able to complete our work next week, what does the Committee say
to postponing our hearing of the Labour and Maritime Provinces cases until _
after recess?

Some Hon. MemBERs: Carried.

The CralRMAN: In order that I may advise President Beatty, what time
shall we meet next Thursday, 10.30 a.m.?

Some Hon. MemBers: Carried.
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The CuamMAN: The Committee was authorized by the House to engage
counsel to redraft this Bill. Have you anything to propose, Senator Meighen?

Right Hon. Mr. MeicHEN: The Government has acquiesced in the request
of the Senate. I have not yet been able to communicate with counsel, inasmuch
as I can only be in one place at a time, but I can assure the Committee that
counsel will be set to work with a view to attaining the object that I have tried
to outline to the Committee. The redrafted Bill will probably be ready for the
opening meeting of the Committee next Thursday. N

Hon. Mr. Lacasse: Mr. Chairman, we have some of the most distinguished
legal lights in the Senate. I can say this all the more freely because I do not
belong to the profession. In view of this I do not see why we should incur the

expense of engaging counsel, particularly in these trying times. Of course, I

recognize that the House has authorized the Committee to engage a legal expert,
but again I protest against the expenditure which this will involve.

The CuAIRMAN: I am for economy always. But don’t you think, Senator,
we should have difficulty in keeping our best legal lights at work on this Bill
until next Thursday?

Right Hon. Mr. MerGHEN: In my judgment it will take not only day work
but some night work, to get the Bill in shape by next Thursday. If the senator
will name me a man who is prepared to attend to this work—one of sufficient
standing at the Bar, as of course I know he will be if he is recommended by my
honourable friend—I shall be very glad to have his assistance.

Hon. Mr. Laigrp: Under part II of this Bill the Government is taking very
wide powers to bring the Canadian National and the Canadian Pacific into co-
operation. As we are all aware, the Canadian Pacific was incorporated in pur-
suance of an agreement made between the company and the Government of
Canada. The company so incorporated has carried out all the terms of the
agreement and has developed a transportation system in which is invested over
a billion dollars. This Bill contemplates action that might limit or wipe out
some of the powers given to this railway under its original charter, and no
doubt this feature will be the subject of considerable discussion before the
committee finishes its work. In order that we might get certain information
with respect to the incorporation of the company, I think that we should have
before us the copy of the original agreement that was made with it. Of course
I know that agreement is contained in the statutes of the time, but there have
no doubt been some amending Acts, and to search for them all would be, for
a layman, like looking for a needle in a haystack. I was wondering if there
are in existence any printed copies of that agreement to which we could have
access, for I believe that it would be of material interest to everyone of us to
know what the original agreement contains. Only with that information in our
possession could we know to what extent, if any, the contractual relationships
between the company and the Government might be affected by the proposed
legislation. Not only would it be difficult for some of us to locate the agree-
ment in the statutes, but there are not sufficient copies of the statutes to go
around if we all wanted to look at them. Therefore I would ask that if there
are any separate copies of the agreement available they should be circulated
among members of the committee.

Right Hon. Mr. MeieHEN: I do not know of any separate copies. The
agreement would, of course, be embodied in the statutes, and there have been
amendments. This company, like every other big institution of the kind, has
had quite a statutory history. The company itself may possibly have their
charter and the statutes pertaining thereto printed in pamphlet form.

. The CHaRMAN: I suppose there have been new statutes passed from
time to time that materially affect the original agreement. I remember dis-

cussing quite often one such statute, with Mr. Creelman of the Canadian Pacific
55057—2
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Legal Department. That was with respect to the power that formerly belonged
to the Minister of Railways to say where new lines should be located, that auth-
ority having later been delegated to the Board of Railway Commissioners who
now do that work. In order that we might know what the agreement covers, it
would be almost necessary to have copies of all the amended statutes.

Hon. Mr. Lamp: The point I am making is that this Bill, if passed, would

seriously conflict with some of the original powers given to the Canadian Pacific
Railway under its charter. How can this committee proceed to consider the pro-
posed legislation unless we have a knowledge of what the original agreement
was? It is all very well to say it is in the statutes, but some of us are not
lawyers and do not know how to read statutes.

The CHAIRMAN: Some lawyers do not know how to write them. Do you-
not think that the president of the company will present that view to us, if he
thinks it is important?

Hon. Mr. Lamp: I think we can rely upon it that he will do so, but at the
same time I should not like to take the ipse dixit of the president of the Cana-
dian Pacific Railway in preference to that of any other interested party.

Mr. E. P. FunTorr (General Solicitor of the Canadian Pacific Railway):
Mr. Chairman, the statute is printed in pamphlet form by the government print-
ing bureau. That is where we get any copies that we have. The Act, 44 Vie-
toria, chapter 1, contains the agreement, and my recollection is that except with
reference to one particular feature, namely the building of railways south of
the main line, the contract has not been amended.

Hon. Mr. Danpuranp: Was the Crowsnest agreement included in that?

Mr. Fruintorr: That was made in 1897, and had to do with rates.

Right Hon. Mr. MewerEN: Of course, if Parliament has added powers
from time to time, the Canadian Pacific will have no objection if some are
taken away?

Mr. FunrTorr: 1 should not like to say anything about that at the
moment.

Hon. Mr. Bureau: Could we not inquire if the printing bureau has some
copies of the agreement?

The CuarrMAN: I will ask the Clerk to see if there are any in print.

Hon. Mr. Muroock: You will notice that the first part of that section
sa%rs 13 president may be appointed, and later it says he shall always be con-
sulted.

The CHARMAN: That will be called to the attention of the draftsman to
see if the idea of the Commission and.of the gentleman who drew this Bill is
legally expressed.

Section 12 says:— 4

The annual budget of the Company, and its allied enterprises, shall |
be under the control of the Trustees. Amounts required for inecome
deficits, for interest on obligations outstanding in the hands of the publie,
for capital expenditures and for refunding or retirement of maturing
securities shall be submitted by the Trustees to the Minister of Finance
for the consideration of the Governor in Council prior to presentation to
Parliament. Income deficits shall not be funded but amounts necessary
to meet them shall require to be voted annually by Parliament. Amounts
provided by Parliament to meet capital expenditures of any kind shall
not be diverted by the Trustees to cover deficits in operation without the
express authority of Parliament.

Right Hon. Mr. MeicaEN: I think that is fairly well put.
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The CuatRMAN: Section 13 reads as follows: —

The Trustees shall make an annual report which shall be submitted
to Parliament, setting forth in a summary manner the results of opera-
tions and the amounts expended on capital account in respect of the
enterprises under their control; also such other information as appears
to the Trustees to be of public interest or necessary for a reasonable under-
standing by Parliament of any situation then existing, or as may be
required from time to time by the Governor in Council.

Hon. Mr. McLex~ax: I intend to propose adding to that, after the word
“interest ” in the third line on page 4 of the Bill “ particularly in regard to
changes in organization or otherwise by which in their opinion the railway
systems of Canada can reach the highest possible efficiency.” We are travelling
over an unknown land with an untried machine. The trustees will learn about
the conditions and the possibilities of improving this Act quicker than anybody

else can, and it seems to me desirable that they should bring before the publie,

so that the public and Parliament may be educated, all information as to sug-
gested changes for the improvement of this Act or anything that may be sub-
stituted for it.

The Caamman: You will have an opportunity to move that amendment
when we bring in the new Bill.

Section 14 says:— .

A continuous audit of the accounts of all the enterprises under the
control of the Trustees pursuant to this Act shall be made by independent
auditors appointed by Parliament each year. The auditors shall make a
report to Parliament in respect of their audit calling attention to any
matters which in their opinion require consideration, or any remedial
action. The auditors shall be paid by the Company such amounts as
are from time to time approved by the Governor in Council.

Right Hon. Mr. MriGHEN: So that the draftsman will have it in mind,
I call to the attention of the committee the necessity of providing for the con-
tinuance of the present audit until auditors are appointed under the Bill. It
might be that the authorization of the present auditors would expire before Par-
liament could act. It would not do to have even one day intervening.

Hon. Mr. Beauvsien: Until this Bill is sanctioned there is no change in
the old régime, and therefore the old audit would continue until the coming into
operation of this Bill, when a new firm automatically would take up the audit.

Right Hen. Mr. MercEEN: But T want to be certain that the present audi-
tors are in charge until the new auditors take their place. I am not saying there
will be new auditors. '

Hon. Mr. Laird: This audit refers only to the affairs of the Canadian
National?

Right Hon. Mr. MEicHEN: Yes.

Hon. Mr. Lamp: Not to the C.P.R.?

Right Hon. Mr. MEigHEN: Oh, no.

The CHAlRMAN: Now we come to the second part of the Bill;—

PART I1
Co-0PERATION BETWEEN THE NATIONAL COMPANY AND THE PACIFIC

COMPANY

15. In this Part, unless the context otherwise requires, (@) National
Company means the Canadian National Railway Company, and includes
any company comprised in the Canadian National Railways, as defined
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in the said Act, or allied enterprises, and also the Company in its capacity a3
as Manager of certain of the Canadian Government Railways entrusted
to it by Order in Council;

(b) Pacific Company means the Canadian Pacific Railway Com-
pany and includes any company comprised in its system or controlled by
or allied with it.

Right Hon. Mr. MEieHEN: It will be noted that “ National Company ”
is not so defined in Part I. That is the way the definition should read. There
must be some definition of “ allied enterprises ” if the term is to be at all applic-
able to this part.

Hon. Mr. RoBinson: Those words should also appear in Part III.

The CuARMAN: It is clearly understood, I think, that these definitions will
have to be rewritten. i '

Section 16:— ;

(1) Notwithstanding anything to the contrary in any statute, the
National Company and the Pacific Company in the interests of economy
shall adept forthwith, or as soon as practicable, such co-operative
measures, plans and arrangements as shall, consistently with the proper
handling of traffic, be best adapted to the removal of unnecessary, waste-
ful or uneconomical services, to the avoidance of duplication in services
or facilities, and to the joint use and operation of all such properties as
may conveniently and without undue detriment to either party be so
used, and to the meeting of competition in traffic in any form. The parties
shall endeavour to make fair and reasonable adjustments and arrange-
ments so that the burden and advantage of all such economies shall be
shared as nearly as possible on an equitable basis between them.

(2) Any such measures, plans or arrangements may, where deemed desirable,

include or be effected by means of—

(a) New companies controlled by stock ownership, equitably apportioned
between the companies; :

(b) Leases, entrusting agreements, or licences, or agreements for the pool-
ing and division of earnings arising from the joint operating of any
part or parts of freight or passenger traffic;

(¢) Joint trackage, running rights, joint ownership, or joint operating
agreements, depending upon the nature of the property or services
included in any co-operative plan;

(d) Joint or individual highway services, or highway and railway ser-
vices combined, in any form; but nothing herein shall be taken to
authorize any amalgamation of any National Company with any
Pacific Company.

(3) All or any of such measures, plans and arrangements may, if
agreed to by the parties, be made terminable at will or on or after stated
notice, or for a fixed period or periods, or any combination thereof, and
may from time to time on similar agreement be changed, altered, varied,
amended or renewed, as may be considered expedient in the best interest
of the parties or in view of changing conditions.

(4) In order effectually to carry out the instructions to co-operate
in this Part enacted, it shall be the duty of the Trustees by themselves
and/or their officers to meet at regular intervals so far as possible with
an equal number or any number of the Directors and/or their officers of
the Pacific Company for the purpose of discussing, and, if possible, agree-
ing upon any matter referred to in this Part of the Act.

Right Hon. Mr. MEicHEN: This is the heart of the Bill, and I should like
to hear what you gentlemen think of it.
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Hon. Mr. McLex~an: T should like to see the third line of the first sub-
section after the words “ interests of economy ” the words “ and efficient service." ,

Right Hon. Mr. MeiGHEN: It is well worth thinking whether or not the
words should be inserted. Of course, the Commission had in mind one great
purpose—economy. = They had no complaint to make about efficient service;
on the contrary, they thought it too luxurious. It will be noticed that any
co-operative arrangements are to be “ consistent with the proper handling of
traffic ”. Perhaps the words “and other business” might be added after
the word traffic”, for lots of their business is not traffic. But I wish to
emphasize that the great objective of this legislation is not to attain better
service, but the greatest possible economy.

Hon. Mr. McLENNAN: Quite so for the time being; but Canada is not going
to remain forever in the present trough of depression, and some day the ques-
tion of giving the most efficient service will become important. »

Right Hon. Mr. MeigHEN: That is right.

Hon. Mr. Caber: Two considerations govern the whole clause: first,
co-operation; second, economy. Those must be related to the proper handling
of traffic. I conceive there will be many matters that do not relate to the hand-
ling of traffic as we understand the term, and those probably should be covered.

Hon. Mr. McLex~NAN: Efficient service would cover the handling of traffic.

Hon. Mr. Cauper: If the trustees eventually find themselves hampered in
that direction they will have to come back and get further powers. Just now
I would rather confine them to economies.

Right Hon. Mr. MeGHEN: I think at this stage it would be well to discuss
the very heart and purpose of the measure. I have had a letter from an eminent
counsel saying, You should stop with the legislation embodied in this clause;
that is to say, you should call upon the two companies to get together and
agree upon effective steps to reduce ruinous competition by duplication of
service in terminals, in trackage, and in other directions, but you should not
compel them to do so. At this point the objection raised by Senator Laird
applies, that when you seek so to compel the Canadian Pacific, you in a
measure subtract from its autonomy as established by charter. That there is
force in the objection I do not deny. On the other hand, the Committee will
have to inquire what will be the result if we follow that suggestion, merely
state the objective to be attained and say to the two companies that they must
do something to attain it. What is going to be the result if you stop there? In
certain cases the approval of the railway commission may be necessary, but
there has been nothing to prevent the railroads from getting together and doing
these things at any time in the past eleven years. But we all know it has not
been done. We all know that whether the fault was with one company or both,
the public of Canada, as shareholders of the Canadian Pacific and as whole
owners of the Canadian National, in addition to other shareholders of
the Canadian Pacific, have had to pay the bills because the railways
did not get together. The commission says, in effect, “We have no
confidence that the companies will act differently in the future from the way
they have acted in the past unless there is some machinery for making co-opera-
tion compulsory. And rather than recommend anything in the way of amalga-
mation we suggest that such machinery be provided and advise Parliament to
pass legislation to that end.”

I do not know what the attitude of the Canadian Pacific Railway will be,
but it is quite conceivable that its directors may say, “ We have certain rights.
We are responsible for running our road and you have no business to step in and
take away any portion of the responsibility or the rights that we have.” Ordin-
arily we would have a great deal of sympathy with that argument. On the




other hand, no statutory right would be taken away. from the Canadian Pacifie

Railway by leaving things as they are. We have financed the Canadian National

out of taxes and loans, to which, as the commission has reported, the Canadian
Pacific, the largest taxpayer, has had to contribute. I say that that state of
affairs can be continued without any interference with the statutory rights of
the Canadian Pacific, but there would be a serious impairment of the powers of
the management of that road to keep their enterprise on a paying basis and to
maintain its standing as a great institution. It has enjoyed a very high reputa-
tion in this respect for a long term of years, and it is undoubtedly in the interests
of the country that it should continue to enjoy it for years to come. By leaving
things as they are the Canadian Pacific can be ruined by a continuation of
the mad competition with the Canadian National. '

The commission wrestled with the problem for nearly a year, and they now
say to us, in effect, “ Unless you are going to amalgamate the roads—and we do
not recommend that; the people of Canada do not want amalgamation—we think
it is essential to have compulsory co-operation.” It can be argued, I suppose—
I say this with hesitation, because I am not a railway man—that ultimately one
road will have just as much to gain as the other from co-operation. If savings
can be made while good service is continued, then out of every dollar saved a
certain number of cents will go to one road and a certain number to the other,
with a consequent benefit to the whole Dominion. I am not touching now on
any feature as it especially concerns labour. I have merely said enough to indi-
cate what the naked problem is, and I have done so for the purpese of inviting
honourable senators to come to grips with it this afternoon and to let us have
their views. The Canadian Pacific Railway’s case will be presented to us later,
but we know now what the question is. We have been facing it here for years
and nov much illumination can be obtained from any outside source, even from
the Canadian Pacific Railway itself. T should like to hear somé suggestions,
especially from senators who feel that the path that is recommended by the com-
mission is a wrong path, and to learn what in their opinion would be the right one.

Hon. Mr. DanpuranDp: Mr. Chairman, I am one of those who have thought
and said that the path recommended by the commission, and indicated in this
Bill, leads in the right direction. Co-operation will help to bring about economies
to a certain degree. In the past the two railways have worked together to some
extent, but this Bill would force them to co-operate in some things. The two
railways have made statements of their views. I have not seen them, except as
reported in the press, and I am sure they will be most illuminating when they
are presented to us. Mr. Beatty has said that he would scrap so many miles of
railway on both the Canadian National and the Canadian Pacific lines, if he
vere given control ef the two systems. It may be that the Canadian National is
in agreement with that view. Now, if we have the declaration from the two
railways that some 5,000 miles of trackage can be abandoned—I think that was
the figure I read—

Hon. Mr. Lamp: Where did you see that statement?

Hon. Mr. DanpuranDp: In excerpts from testimony that was reported in
newspapers; I think I read it in the Monireal Gazette. At first it would seem
that a lot of money can be saved since the two railways admit that thousands
of miles of trackage are useless and can be dispensed with.

Right Hon. Mr. MeiGaEN: That is, under single control.

. Hon. Mr. Daxpuraxp: Yes. But I surmise that when we ask Mr. Beatty
if he still agrees with that, he will say only if both lines were placed under single
control, but that otherwise he would not be in favour of his company making the
same sacrifices. The question for us to consider is whether it will be possible to
harmonize the sacrifices that it is necessary each road should make while each is
being maintained as a separate entity. There would be no such difficult question
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at all if both roads were merged into one. I drew the attention of the Senate the
other day to the fact that while the Commission says you cannot have monopoly-
under private ownership or under public ownership, there is a middle road, namely
that of maintaining private ownership and public ownership under co-operative
management. There you have a small board to represent the general.interests
of the country, and you have the principle of private ownership—initiative and
incitement for gain, and proper administration with a single eye to profits for the
shareholders. I do not say that I am wedded to that proposal. I will ask the
gentlemen who come before us as to the value of co-operative management. We
have a telegram from Mr. Hungerford, who says “ Keep the systems separate.”
But does he go to the length of saying “ Join them under this Bill and force co-
operation against the will of the one or the other ”? T want to know what virtue
there is in co-operative management. I cite Sir Robert Borden, who, in 1917,
said, “ I can see the salvation of these two systems in co-operative management.”
I have a high regard for the unanimous opinion of the Senate in 1925 on that
principle. I simply mention the situation as I see it now. Perhaps we will be in
a better position to come to a conclusion when we have heard the parties who
are to appear before us. -

Hon. Mr. Gruuis: If Mr. Beatty is prepared to scrap five thousand miles
of railway in the event of amalgamation, could not the same thing be accomplished
by co-operation between the two railroads?

Hon. Mr. Danpuranp: There you have the two systems facing each other,
and the possibility of their saying one to the other “ Will you make the saeri-
fice?” The question that we will have to put to these gentlemen will be:
Suppose we take your suggestions as to the abandonment of lines, to which
you have already agreed before the Commission, if there was joint operation
how would the results for each system compare? ’

Hon. Mr. Green: I read Mr. Beattie’s remarks before the Commission,
and my recollection is that he said that under a single management the two
roads could serap five thousand miles of line, but that he did not see how,
under separate management, they could serap over 1,700.

Hon. Mr. McLexNAN: Would it not be possible for these trustees to
establish co-operative management under this Act?

Right Hon. Mr. MricHEN: That is what the Aect is for.

Hon. Mr. Catper: That is the whole scheme. I confess that I cannot
at all understand what is meant by co-operative management. How are they
going to operate? The roads are to be kept separate and yet there is to be
co-operative management. When the heads and the officials of the two roads
get together and discuss matters, each side will say: In the interest of our road
we must do so and so.

Hon. Mr. Danpuranp: There will be no such difficulty under co-opera-
tive management, because all the returns from passenger and freight traffic
will go into the same pot. There would be a pooling of the receipts, and then
a division would take place. If there were a surplus, I suppose it would be
divided according to a certain principle. There would be a revaluation of the
Canadian National, using the yardstick of the C.P.R. in order to put the two
systems on the same level, and then the profits would be divided.

Hon. Mr. Cawper: That is different. It is not only co-operation so far
as management is concerned, but all the proceeds go into one pool.

Hon. Mr. Danpuranp: While maintaining the two separate entities.

Hon. Mr. Catper: So far as I am personally concerned I must express
the view that the people of Canada will never agree to a union of the two
great railways. I doubt very much if any power would ever be able to get
thx_'m_lgh Parliament any measure having such an object in view. That is my
opinion.
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Hon. Mr. Danpuranp: Of course, competition would disappear under this
system. I am not very much afraid of that bugaboo that the people would
not agree. We should go to those who insist upon this luxury of competition
and ask them to bear the deficits.

Hon. Mr. Forke: I am quite agreed with Senator Calder that the people

will not stand‘for the amalgamation of the two roads.

Hon. Mr. McLexNAN: Why?

Hon. Mr. Forke: Co-operative management is the first step towards
amalgamating the two roads. When we get co-operative management we will
get one railway for the Dominion of Canada. I do not think we need take
any such drastic step. I believe that this measure as we have it here, with-
out a tribunal, is of no avail. We must have some body that will decide between
the two railways. If one railway is to have a free hand to do as it likes, there
will be no improvement. Suppose we say that the Canadian Pacific Railway
has a charter to do certain things and that we have no right to interfere, we
will have competition just as we have at the present time. Mr. Meighen, not
intentionally, I suppose, referred to the ruinous competition of the Canadian
National Railways. I could refer to the ruinous competition of the C.P.R.
I think the two roads are pretty much in the same position. If the Canadian
National is using the money of the people of Canada, the Canadian Pacific
Railway is using the money of its stockholders. I think they stand in very
much the same position. I do not see any reason why a tribunal such as that
mentioned in this section should not bring the heads of the two railways
together and have them talk over this matter in a business way. Surely they
are reasonable people and want to do the right thing. I believe a tribunal of
this kind will be very useful in bringing the Canadian National and the Cana-
dian Pacific together.

At one time the people of this country were very hostile towards the Cana-
dian Pacific, but I am happy to say that that feeling has passed away. I believe
to-day the great majority want to see the Canadian Pacific get a fair deal.
Let the Canadian National and the Canadian Pacific be put on an equal footing
to supply the transportation needs of the Dominion as they best can. But I do
believe it is absolutely necessary that some third party, such as the proposed
tribunal, should come in to arrange any difficulties that may arise between the
two companies with respect to competition or the scrapping of duplicating lines.

I have nothing but the most friendly feeling towards the Canadian Pacific
Railway and I want it to be given fair play; but I want the Canadian National
Railway to be given fair play also. Sometimes I suspect—may be my suspicions
are entirely’ unwarranted—that many people believe the Canadian Pacifie could
handle the whole transportation situation mueh better than is possible under
present conditions. But I think it would be detrimental to the public interest
if anything happened to the Canadian National Railway system. Perhaps I
should not have spoken as I have, but I believe my remarks possess at least this
merit—they express the ideas of the common people.

Hon. Mr. BeauBien: We have arrived, Mr. Chairman, at the parting of the
ways. 'The Commissioners in their report state that joint management of the
two railway systems would entail such intimate relations that it would be impos-
sible later on to separate them. As Mr. Meighen has said, this is the most vital
sootmn. of the Bill. It is no use to give pious advice to the railway executives.
Therefore we must have legislation with teeth, or no legislation at all. Now,
suppose we ask the C.P.R. whether they want legislation with teeth for the
C;madlfu'] National, that is, legislation that will stop unreasonable and ruinous
competition, what will be their answer? Tt is quite evident that the Canadian
Pacific will say, Yes, of course we want that. Otherwise we shall be ultimately
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ruined beyond doubt, for the Canadian National is backed by the public
treasury.” Now, if it is true that we need legislation with teeth in it for the pro-
tection of the Canadian Pacific, the public will ask if it is not also necessary to
have legislation with teeth in it for the protection of the Canadian National.
There is only one justification, Mr. Chairman, for interfering with the
liberty and the property rights of any individual or corporation, and that is
the public weal. No one is entitled to interfere with my property rights so long

as I do nothing to injure other persons or their property. I have a gun at home

and I can use it when I am hunting, but I eannot shoot it off in the street. Should
legislation affecting the operating rights of the Canadian Pacific go any farther
than to prevent that company from doing damage to the property of the other
railway or from endangering the public weal? To my mind that is a question
upon which we must concentrate with a great deal of attention. I am well aware
that the object sought through this section is economy, and that it is in the
interests of everyone that economy should be brought about. But I suggest that
we shall not be able to decide whether this section does not go a little beyond
what is just, practicable and useful, until we have heard the representatives of
the Canadian Pacific Railway. Tf they show us that this section might be
applied so as to restrict the use of their property rights, without any resultant
benefit to the publie, then it seems to me that an injustice would be done by the
section. I have come to the conclusion that it is necessary to have an umpire
who will decide what economies are to be made, in order that the Canadian
Pacific will not fall into the hands of the state. If that happened, we should
have twins on our hands instead of the present bhig baby. It will be for us to
circumscribe very carefully the domain in which that powerful umpire can func-
tion, so that no injustice may be caused.

Hon. Mr. Murnock: Mr, Chairman, it seems to me that the domination,
control or dictation, or whatever we may call it, that is now proposed for the
railways, is nothing more than an additional degree of domination, control or
dictation such as both railways, and particularly the Canadian Pacific, have
been subjected to ever since the Board of Railway Commissioners was formed.
In certain respects the operations of the Canadian Pacific are circumscribed
to-day. Why? Because the public interest is paramount. This Bill says to
both railways, in effect, “ You are not going to be permitted to maintain any
longer the rivalry that has existed in the past and that has resulted in the
unnecessary expenditure of large sums of money that ultimately come out of
the pockets of the people.” When I refer to unnecessary expenditures I mean
expenditures that are not necessary for the provision of proper transportation
facilities in Canada. I cannot see the slightest justification for the creation of
any hysteria with regard to domination, control or dictation, because all we
are hoping to do is to suggest—or, if you will, dictate—that never again shall
such unnecessary and unreasonable expenditures be made by our railways to
finance rivalry between them. I know of instances where this rivalry has resulted
in expenditures that I consider almost criminal. I can take you to the choicest
location in the city of Boston, at the corner of Boylston and Tremont streets,
that is being maintained by one of our railways and paid for by the people of
Capadq. A little lower down on Boylston street our other railway company is
maintaining a similar place. What for? These companies are engaging in this
expense simply in an attempt to compete with each other for trdffic out of
Boston. Contrast this with what is done by some of the largest American rail-
way companies. I can take you to a building where a dozen lines—perhaps not
one of them as large as either of our companies, but all very large companies—
maintain a few rooms on the second or third floor for the purpose of supplying
the same sort of service that our companies are supplying at so much greater
expense. On Fifth avenue in New York there is to be seen another instance
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of extravagance for which our people are paying. I could cite many o
instances, for I have seen all of those places that are used by our companies
on this continent. We are here to have regard for the rights, present and future
of the people of Canada. As my good friend Senator Beaubien, said a few
moments ago, if care is not exercised we may find ourselves with railway twins
in our arms, but there need be no danger of anything of that kind happening
if the proposed additional domination, control, suggestion, dictation, or whatever
it may be called, is provided for by law. i
Hon. Mr. Lamp: Mr, Chairman, T have been very much interested in the
discussion and the frank expression of opinions. I think we are all learning
something as we go along. It seems to me that the whole question resolves itself
into this: Shall we have ordinary co-operation, or compulsory co-operation,
between the two roads? By that I do not mean the separate operation of the
roads by individual companies. During all these years we have had an experi-
ence of so-called co-operative management, under which the companies were
supposed to have co-operated with a view to effecting economies. When times
were prosperous the railroads paid very little attention to the suggestion that
there should be co-operation between them with a view to economy, but as
the situation became more acute the necessity of greater efficiency—that is of
co-operation between the two companies with a view to economical manage-
ment—was forced upon them not only by Parliament but by public opinion,
and from time to time efforts, whether serious or not, were made towards that
end. It has been announced at various times that the heads of the two roads
have got together with a view to cutting out unnecessary services and effecting
joint economies; but as long as competition lasted that did not amount to very
much, as the ultimate figures show. The result of all this is that to-day we
have two national companies. We call them the Canadian National Railways
and the Canadian Pacific Railway. In my opinion the Canadian Pacific Rail-
way is as much a national institution as the Canadian National Railways,
because it is the people who pay in both cases. ; v 3
Dire extremity has driven us to this legislation, which proposes that we
should circumseribe the rights and powers of a company formed under the
general law of Canada, a company which has raised its own money, started its
own enterprise, and worked out its own salvation up to the present time. Thav
is the position of the C.P.R. "We know the position of the Canadian Nationar &
Railways—enormous deficits from year to year that have to be paid out of
taxation, and which have forced this legislation. The Canadian Pacific Railway
1s affected to such an extent that it actually has had to dip into the reserves to
pay dividends, and as a matter of fact at the present time certain dividends are
now being deferred in order that the company may ascertain whether it is in
the red or the black.
So, while the Canadian National Railways are in bad shape, and are a
burden upon the people, the Canadian Pacific Railway is in practically the
same position, except that so far it has been able to pay its way. But if condi-
tions continue as they are, and all indications point that way, the Canadian
Pacific Railway is going to be in a position similar to that of the Canadian
National Railways. It is all very well to look forward to the time when the
stock of the Canadian Pacific Railway will return to former levels. It will be
many years before that takes place, because while ostensibly the railway is
paying its way, it is doing so at the expense of reserves, and they will not last
forever. So, largely as a result of the riot of extravagance—I do not mean the
useless throwing away of money, but extravagance in the way of providing
service to the people of Canada, and for which the people now have to pay—we
have two railways in practically the same position. Up to the present time we
have tried the method of leaving the two railroads to come together and agree,
but it has not proved effective. This legislation proposes to make co-operation
compulsory, and under it there are two courses that can be taken.
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Tt has been argued on behalf of the Canadian Pacific Railway that it would
| be unjust to call in by legislation a third party, an umpire, who, to some extent
~ at all events, would have control over their private business. What are the

| facts? By legislation Parliament has subjected this company and the other

. company to very radical prescriptions—for instance, in the matter of the
“Crow’s Nest Pass rates. At that time the Canadian Pacific Railway might have

; raised the same contention that is raised now, namely, What right have you to
~ come in and tell us how we shall run our business? Whether or not we had any

“right to do so, we have done that in the past not only in the case of the Crow’s
Nest, Pass rates, but in many other instances. The company has submitted to
it, under protest of course, but it has found that it worked out not too badly in
the end.

Now comes the question of whether we are doing an injustice in preserving
to the company the railway field in Canada in order that it can carry on more
successfully—in our opinion, at least—than it has in the past. You and I and
the man on the street have done our mite to develop this country, and we have
an interest in it. This is our country and we are not going to see it driven into
bankruptey on a point of ethics so far as a particular railway company is con-
cerned, and I say that in order to save our country we can afford to go a very
long way in*protecting its interests, at the same time protecting the interests of
the Canadian National Railways and of the Canadian Pacific Railway.

While these clauses appear on the face of them to be drastic, I do not see
that they are going to do any injustice to the Canadian Pacific Railway. On
the contrary, I think this legislation will be a good thing for it. Nobody can
tell me that the wiping out of extravagance and the reduction of expenses is
not going to be beneficial to the Canadian Pacific Railway as well as to the
Canadian National Railways.

.~ So, while we are all open to conviction, and ready to hear the representa-
tives of the railway who will appear before us, speaking for myself, I am of
the opinion that, the principle of co-operation between these roads having
been tried and having failed, it is time to put into effect some drastic legisla-
tion or regulations in order to compel these two corporations to do what, up
to the present time, they have been unable or unwilling to do. That is my
present. view.

The CuarMAN: Gentlemen, if we want the two railways to co-operate,
can we do less than is preseribed by this Bill?

Some Hon. MemBERs: No.

The Cumarrman: I ask the question again; if our object is to have them
co-operate, can we do less than is outlined in this Bill?

Some Hon. MeEmBERS: No.

Hon. Mr. Cavper: Will section 16 actually bring about co-operation?
For instance, the C.N.R. says, “ We want to co-operate right away,” and the
C.P.R. says: “ All right, under the law we must co-operate right away,” what
machinery is provided for their getting together? All kinds of expenditures
may take place. Must they throw all those into the pot of co-operation? Is
everything provided for in the clause as now drafted?

Hon. Mr. GrieN: Where there is any conflict the tribunal acts.

Hon. Mr. Carper: But if the C.P.R. desires to make expenditures for cer-
tain facilities or services, and the C.N.R. thinks those expenditures wasteful,
how is the matter to get before the tribunal? :

Right Hon. Mr. MeicHEN: The machinery is provided in the Bill. There
are to be no further unnecessary expenditures for merely competitive purposes,
and where there is destructive competition it shall be the duty of both com-
panies to devise means to get rid of it, and so forth. Then it is provided that
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if either company is dissatisfied with the conduct of the other in attaining any
specific objective, say to prevent the building of a competitive terminal in Mont-
real, it can present a petition to the Chairman of the Railway Board for the
appointment, of a tribunal to see to it that one terminal only is used. Is it in
Senator Calder’s mind that neither side may do anything?

Hon. Mr. CatpeEr: They may sit tight.

Right Hon. Mr. MEicHEN: Well, if Parliament passes this Bill we appoint
three Trustees, and it will be the plain duty of the Chairman to see to it that
in any such case the objective is reached. True, it will also be the duty of the
Canadian Pacific Management. Under the Act the Canadian Pacific will not
be answerable to us in as effective a sense as will be the Canadian National;
but in any case where the Chairman sees some action is being taken by the
C.P.R. to retard the reaching of the objective sought, it will be his duty to say
to the management, “I want you to make an arrangement, and if you do
not I will go to a tribunal.” If this Act passes I have no reason to think the
Canadian Pacific will not feel it to be in its own interest to abide by the pro-
visions, but in any event I think we may depend on the other road to take the
necessary steps. I repeat, I have no reason to think the Canadian Pacific
will not avail itself of the Act, but if it does not, certainly a lot can be done
on the initiative of the Board of Trustees.

The Committee adjourned until Thursday, November 17, at 10.30 a.m.
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THE SENATE,
- TuurspAY, November 17, 1932.

2 The Standing Committee on Railways, Telegraphs and Harbours to whom

 was referred the Bill A. intituled “ An Act respecting the Canadian National
Railways and to provide for co-operation with the Canadian Pacific Railway
System, and for other purposes,” resumed this day at 10.30 a.m.

Right Hon. Mr. Graham in the Chair.

The CuarMAN: Gentlemen, at our suggestion Mr. Beatty, President of the
Canadian Pacific Railway Company, is here to make a statement to the Com-
mittee. Before we hear him I may state that the Bill has been redrafted by
counsel engaged for the Committee. The redraft is in typewritten form. It has
been suggested that a small committee of four or five be appointed to go over
this redraft and see if it is in form to be reprinted and submitted to the Com-
mittee. If that is your pleasure, gentlemen, this sub-committee will be appointed.

Some Hon. MemBERs: Carried.

The CHAIRMAN: Mr. Meighen says there is no change in the general prin-
ciple or object of the Bill. It has been redrafted in legal form to express more
clearly the views of the Commission. After we have heard Mr. Beatty I would
ask Senator Meighen and Senator Dandurand to get together and select the sub-
committee, if this meets with your wishes. :

Some Hon. MEMBERS: Yes.

The CuairmaN: Now, Mr. Beatty, we are ready to hear you.

Mr. E. W. Bearry (President and Chairman of the Canadian Pacific Rail-
way Company): Mr. Chairman, I have prepared in a rather condensed form a
summary of the representations which we desire to put before the Committee.
After making these representations, if you-are willing, I shall be glad to elaborate
any features which you may think should be elaborated.

I welcome the privilege of appearing before the Committee in response to
the Chairman’s invitation, because I am one of those who believe that the
railway situation in Canada, present and future, constitutes by far the most
important domestic problem with which the country is faced. I think I can
claim some familiarity with the subject after thirty-one years in the service
of the Canadian Pacific, during the last eighteen of which I have been inti-
mately associated with the problem not only as it relates to the Canadian
Pacific but to all other Canadian railways and their operations. 1 was fre-
quently in conference with the late Lord Shaughnessy in 1921 when the rail-
.ways of Canada were much discussed, and during the fourteen years I have
been President of the company I have naturally been compelled to consider
our own situation and also the conditions with which all companies have from
time to time been confronted. I urged upon the Government the appointment
of a commission to consider transportation matters in Canada and I did so,
of course, without any idea as to how they would view the problem, but with
the conviction that their work would add materially to a general knowledge
of the subject throughout this country. I was hopeful, too, that the Com-
mission would be able to evolve a solution which would reduce the railway
burdens of the country and insure railway solvency.
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The report of the Commission speaks for itself, and with a great deal of it
most thinking Canadians will, I am sure, be in accord. With some of their
conclusions I have not been able to agree, because my experience and long study
of such matters lead me to a contrary conclusion.
It is probably not necessary that.I should take up the time of the Com-
mittee with a history of Canadian railway achievements on the one hand or
railway mistakes on the other. You are familiar with many of them, having
yourselves in 1925 conducted an investigation into the question with great care |
and intelligence, and, so far as I could see, with a complete lack of political
partizanship. I am inclined to think that neither Lord Shaughnessy’s recom-
mendations of 1921 nor the Senate Report of 1925 received the consideration
at the hands of the public that either deserved. ~ ,
During the course of the recent inquiry, the Commission heard the views
of many railway executives and officers and of public men and representatives
of public bodies. The fact that many of the hearings were held in camera
induced a frankness of expression that would not otherwise have been possible,
and now that the evidence has been made available to Parliament and the
press, it will be appreciated that the witnesses spoke with the utmost candour.
My submissions, as representing the Canadian Pacific, were made entirely from
the standpoint of what I conceived to be the advantage to the country from
both a financial and transportation standpoint. I, naturally, did not concern
myself with possible political repercussions, of which I would not be a com-
petent judge in any event, but which seemed to me to be of secondary impor-
tance to the reaching of a sound conclusion, which, if put into operation, would
result in the disappearance of railway deficits, at the same time preserving
railway efficiency. No one who has been close to the railways as long as 1
have could afford to approach the problem from the standpoint of self-inter-
est, and I am innocent enough to believe that one can still be a fairly good
Canadian and, at the same time, an officer of a privately owned company of
national importance. !

It is to put frankly before the members of the committee the position of
this company in relation to the recommendations of the report now sought to
be implemented by legislation that I appear to-day.

In considering the Bill in relation to the Canadian Pacific it is necessary
to bear in mind certain facts in relation to the Company’s origin and history.
It was incorporated in 1881 for the purpose of implementing the undertaking
of the Dominion toward the Province of British Columbia under the terms
of Union in 1871. “That undertaking was to provide a railway connecting the
Pacific seaboard with the railway systems of Canada, to be completed within
ten years from the date of Union. When that period elapsed only a small =
part of the work had been completed, and the Government found itself faced
with great difficulties in continuing it as a Public Work. In this situation the
Government resolved to entrust the enterprise to private interests. As a result,
a bargain was entered into with a syndicate who were afterwards incorporated
as the Canadian Pacific Railway Company under a Charter issued to it in 1881.
The task which the Government had been unable or unwilling to carry out was
thus assumed by the company under the terms of a contract. The company
undertook to complete the line within ten years and actually completed it in
five years. The contract was entered into for the purpose of giving effect to the
terms of Union, and accordingly it provided in Section 7 that the railway con-
structed under its terms should, upon its completion, “ become and be thereafter
the absolute property of the company "’ and that the company should “ thereafter
and forever efficiently maintain, work and run the Canadian Pacific Railway.”

To enable the company to carry out its obligations and obtain the resulting
benefits, the eompany’s charter, issued pursuant to the contract, conferred upon
it special rights and privileges. It was provided in Section 4 that: '
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All the franchises and powers necessary or useful to the company
. to enable them to carry out, perform, enforce, use, and avail themselves
of, every condition, stipulation, obligation, duty, right, remedy, privilege,
and advantage agreed upon, contained or described in the said contract,
are hereby conferred upon the company. And the enactment of special
provisions hereinafter contained shall not be held to impair or derogate
from the generality of the franchises and powers so hereby conferred
upon them.

The obligation to maintain and efficiently operate the railway in perpetuity
carried with as its corollary a continuance of the contract and charter provisions
in its favour, including the right of administrative control of the undertaking.
Provision was also made for freedom from control of rates until the company’s
profits should reach a certain standard, and for certain freedom from taxation.
The company was empowered to acquire and operate certain then existing rail-
ways extending from its eastern terminus to the Atlantic seaboard, to lay out
from time to time and construct and operate branch lines from any point or
- points along its main line to any point or points within the territory of the
Dominion, and to acquire and operate steamships upon any navigable water
which its railway might touch or connect with. It was quite clearly, therefore,
conceived as a great national undertaking to provide for the transportation
needs of the country both at home and abroad. All these, as well as other specific
rights and privileges not immediately pertinent here, rest upon the contract
between the Government and the company.

During the fifty years of its existence the company’s undertaking has
expanded with the growth of the country until its property investment now
represents more than $1,100,000,000, held by not less than 180,000 share and
security holders, over 50,000 of whom are Canadians. Since 1902 the company
has issued $270,000,000 Ordinary Capital Stock at an average premium of 42
per cent, receiving therefor $382,616,000 all without expense to the Dominion,
direct or indirect. At that average price, a dividend of 5 per cent yields a return
of only 3-53 per cent to the shareholders on their investment. It is my sub-
mission to your committee that the magnitude of their undertaking and its
importance to the country entitle them to consideration in any legislative measure
affecting their control of their property. They have provided Canada with a
transportation service on land and sea that is unexcelled in the world, and there
is no part of her settled territory and no phase of her commercial life and wel-
fare that is not touched by the operations of the company and concerned in the
continued success of its enterprise. As the Royal Commission has said, the
company is Canada’s largest taxpayer. Its tax bill during the last ten years
averaged more than $7,000,000 per annum, and since its incorporation it has paid
upward of $116,000,000 in taxes. During the last fifteen years it has contributed
to the Federal exchequer the sum of $25,500,000. As a citizen it has contributed
its full share to institutions of a public nature for the advancement of social and
commercial welfare. During the war it was able to advance or guarantee to the
Empire cause more than $100,000,000, and to furnish the means of transportation
i_'or approximately 1,000,000 soldiers and 4,000,000 tons of war supplies. Since its
inception it has been the foremost ageney in Canada in the work of colonization,
immigration and the development of natural resources, expending for that pur-
pose more than $100,000,000—a sum greater than that expended by the Domin-
ion Government on similar work over the same period. It has settled more than
30,009,000 acres of land in the Western Provinces, and has been the instrument
of })rmg}ng millions of dollars of foreign capital to Canada for the development
of its mines, timber and other resources, and for the establishment of new indus-
tries. Coming down to more recent years, during the period 1930-31 the company,
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at the request of the Government, anticipated works of construction not immedi-
ately necessary and has spent $15,800,000 with the approval of its directors and
shareholders in works of this nature in order to improve unemployment con-
ditions. The testimony of the Royal Commission in regard to the company is
in the following language:— : AT )
25. As a result, the Canadian Pacific Railway company, the largest

taxpayer in Canada, has been subjected to the competition of publicly-
owned and operated railway lines, supported by the financial resources 3

of the country. They had honourably discharged their original con-
tractual obligations with Parliament, and the Company’s lines had played
a great part in binding together the western and eastern provinces of the
Dominion. By common consent, the Company’s administrators had
brought- faith, courage and invincible energy to the task of building its
lines through the undeveloped west. The Company’s achievement com-
manded the admiration of both railway operators and the public, and has
been a material factor in causing Canada to be favourably known upon

three continents. Their operations brought profit to shareholders, and
the enterprise became a national asset of acknowledged value and import-
ance to the Dominion. ’

Ten years ago the Government railways were consolidated and at once
began an active and aggressive campaign of competition, the character of which
is described in the Report. I will say nothing of this at the present time except
to repeat what I have often said as to the unfairness to a private enterprise of
competition at the hands of a rival backed by the credit and resources of the =
Government. What has been done cannot be undone, however, and the situation
must be dealt with as it stands to-day. To alleviate that situation the Bill
proposes that the Canadian National and the Canadian Pacific shall in the inter-
ests of economy adopt such co-operative measures, plans and arrangements as
shall be best adapted to the removal of unnecessary, wasteful or uneconomical
services, to the avoidance of duplication in services or facilities and to the joint
use and operation of all such properties as may conveniently and without undue
detriment to either party be so used, and to the meeting of competition in traffie
in any form, and imposes upon their respective managements the duty of fre-
quent meetings for the purpose of discussing, and, if possible, agreeing upon,
these matters.

The Bill contemplates a change in the form of administration of the National
Railways. The new appointees, designated trustees in the Bill, will take office
under statutory direction to co-operate. That in itself will be a great incentive,
and as it is equally binding upon the Canadian Pacific directors with their full
agreement, the operations of the companies should be conducted in ‘an entirely
different atmosphere than that which has prevailed in the past.

So far as the Canadian Pacific is concerned we would accept a statutory
airection that we should co-operate because we are willing to co-operate. We
are satisfied that a fuller measure of co-operation will be secured from three
causes first, the necessities of the situation, secondly, the statutory direction by
Parliament that this should be a matter of policy by the private company, and
thirdly, because of the ereation of a board of trustees specially charged with the
duty of carrying out the policy of Parliament in this respect.

I observe in some of the addresses delivered in the Senate upon the Bill that
some phases of the measures were advocated or accepted in the belief apparently
that there was no other alternative which would bring about the economies so
sorely required. Quite obviously, there is only one way in-which the maximum
economies are obtainable and that is unification for the purposes of administra-
tion, whether for a limited number of years or for a long term. The Royal Com-
mission has considered and rejected such a plan for reasons they have explained
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| in the Report, but there can be no doubt of its very great advantages from the

. point of view of economy and efficiency.

I am not an alarmist, nor am I a pessimist so far as Canada is concerned.
I commend, however, to the committee the conclusions in the last paragraph of
the Report of the Royal Commission as to the effect on the Dominion’s finances
and on the Company’s position unless we take heed of the present grave situation
and adopt drastic measures to correct it. I have already said that I regard the
railway problem as the most vital domestic problem confronting the Canadian
people. In spite of its importance, there is a great lack of understanding of what
the real facts are, and in consequence there has been until recently very wide-
spread apathy about it. :

The Company has no major project in connection with its railway or sub-
sidiary enterprises in contemplation, and, therefore, its financial requirements will
be limited for some time to come to the payment of interest on its current obliga-
tions with a small amount per annum required for ordinary additions and im-
provements. Our credit which, happily, has been so strong in prior years and
of such value to Canada, can only be maintained if the general situation is dealt
with wisely even if drastically.

The Commission has found that the identity of each of the two railways
shall be maintained, that there shall be the maximum of co-operation, but, at the
same time, competition shall be maintained. It will tax the ingenuity of any
board of trustees or board of directors to reconcile competition and co-operation.
The best results under this hybrid form of administration can only be secured
by the maximum of goodwill on the part of the administrators of the two proper-
ties, and more can be secured through friendly joint efforts than through a
tribunal having the duties of arbitrators. The very fact that a higher authority
exists will tend to relax these efforts by weakening responsibility. I urge this
in the interest of both companies. And it is a peculiar commentary on the logic
of the Commission’s findings when we read that consolidation for the purpose
of administration is rejected because it would put too great a power in the hands
of a few men. This menace, in their judgment, is overcome by putting it into
the hands of one man.

Against the principle of compulsory arbitration embodied in part IIT of the
Bill the Company must enter its most vigorous protest. An examination of the
subjects enumerated in Section 19 will show that the jurisdiction of the Arbitral
Tribunals embraces matters of so great importance as to amount to virtual con-
trol in all major branches of its undertaking. Take alone the subjects of joint
terminals and the pooling of traffie. The former are the nerve centres of railway
operations, and the latter involve the whole benefits received from such opera-
tions. It is to be open to either party to propose measures involving these vital
matters, and, if agreement is not reached, both the principle of the proposal and
the terms on which it is to be carried out are to be left to arbitration. It will
be noted that every one of the subjects involves questions of policy, questions of
administration, and, underlying both of these, questions of finance, and, for that
reason, they are in my submission, not fit and proper to be determined by arbi-
tration. The Company welcomes the suggestion of voluntary agreement as to
such matters. They are quite properly the subject of voluntary co-operation, but
the company is startled by the suggestion that they may be forced upon it by
an authority not responsible to its shareholders. Control by a tribunal consti-
tuted as proposed should not be imposed upon any privately owned railway
company opera_ting in competition with the Government railways.

The sweeping character of the arbitration feature of the Bill is shown by
the provisions of Section 17, which declares that it is to extend to all disputes
between the two companies. Probably this expression was intended as incidental
to the measures of co-operation enumerated in Section 19, but, in any case, it
opens up a very wide field of jurisdiction.
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As to the Arbitral Tribunals, it will be observed that whether they consist
of three or five members, the Canadian Pacific is in every case to have a voice
in the appointment of only one member of the Board. In the last analysis
therefore, the Company will be completely divested of control of its property
in favour of an outside authority. I cannot too strongly urge upon you the
serious nature of this feature of the Bill, as well from the standpoint of publie
policy as of the rights and interests of the shareholders of the Canadian Pacific.

To control of its undertaking as provided by the existing statutory law,
the Company takes no exception. ~Regulations through the Board of Railway
Commissioners and the control of rates, facilities and services in the interest
of the public is a proper subject of legislation, but Part IIT of the proposed
Bill is a very different matter. '

If it be the view of Parliament that eo-operation shall be controlled and
directed by another and independent tribunal, whose decisions shall be final
and binding on the Canadian Pacific, then I would suggest, for your considera-
tion, that the Government of Canada and the Canadian Pacific should enter
into an agreement for a period of years by which the Company would agree
to this form of administration upon receiving protection to the holders of its
securities and shares; that consideration being given because of the relinquish-
ment of the control of their own property during the term of such agreement.

Now, gentlemen, when the announcement was made by the Government in
consequence of the filing of the Duff Report, so-called, that legislation would
be introduced at this session of Parliament, the directors of the company at
many meetings canvassed the whole situation from the standpoint of the interests
of the company and of the shareholders, and in consequence of these meetings I
was, on October 24, directed to submit a short communication to the Prime
Minister outlining the company’s position in respect of this proposed measure.
The substance of what I have to give you is contained in this letter, and with
your permission I should like to read it in order that it may become a part of
your record. It has simply been received by the Government, and I may say
that no action has as yet been taken.

CanapiaN Pacrric Ramnway CoMPANY,
MontreAL, October 24, 1932,

Sir,—The announcement in the Speech from the Throne at the open-
ing of the present session of Parliament that a Bill will be introduced
by the Government to give effect to the recommendations of the Royal
Commission on Railways and Transportation, compels the company to
state its position in relation to some of the features of the report.

It is to be borne in mind in considering the present railway situation
that the company was organized more than fifty years ago for the pur-
pose of carrying out one of the terms of Confederation, and that under
its charter and subsequent Acts of Parliament it was vested with special
rights and privileges in consideration of the obligation which it assumed
under its contract with the Dominion for the construction of the Cana-
dian Pacific Railway and its operation in perpetuity. That it has fully
carried out its part of the contract the Commission has testified in the
following language:—

© 25. As a result, the Canadian Pacific Railway Company, the
largest taxpayer in Canada, has been subjected to the competition
of publicly-owned and operated railway lines, supported by the
financial resources of the country. They had honourably discharged
their original contractual obligations with Parliament, and the com-
pany’s lines had played a great part in binding together the western
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and eastern provinces of the Dominion. By common consent, the
company’s administrators had brought faith, courage and invineible
energy to the task of building its lines through the undeveloped
west. The company’s achievement commanded the admiration of
both railway operators and the public, and has been a material fac-
tor in causing Canada to be favourably known upon three continents.
Their operations brought profit to shareholders, and the enterprise
became a national asset of acknowledged value and importance to the
Dominion.

In equally full measure the company is entitled to the continued free
exercise of all the rights and powers on which the obligation of con-’
structing and perpetually maintaining and operating the railway was
conditioned. In the exercise and enjoyment of these rights and powers.
it has steadily pursued a policy of expansion to keep pace with increase
of the trade and commerce of the country, both at home and abroad until
its undertaking represents an investment of more than eleven hundred
million dollars. In justice to itself the Canadian Pacific could not aban-
don the rights which Parliament had conferred on it, and it was com-
pelled often to accelerate its plans of expansion to prevent their complete
frustration.

The course pursued by the Canadian National is described by the
Commission in the following language:—

33. Running through its administrative practices, however, has
been the red thread of extravagance. The disciplinary check upon
undue expenditure, inherent in private corporations because of their
limited financial resources, has not been in evidence. Requisitions
of the management have been endorsed by governments, and succes-
sive parliaments have voted money freely, if not lavishly.

34. Within the railway organization there has been freedom in
expenditure and encouragement in plans for expansion and extension
of services which were inconsistent with prudent administrative prac-
tice. The administration failed to realize that this country, with the
greatest railway mileage in the world in relation to population, could
not afford further capital and maintenance expenditures for unwar-
ranted branch lines, for de luxe services, for unrequired hotels, for
the building of ships in competitive service to be shortly abandoned;
and, generally, for costly adventures in competitive railways out of
proportion to the needs of the country.

35. There has been in the country a general sense of expectancy
that the publicly-owned enterprise should give all and sundry the
railway service desired, and there is no evidence that the representa-
tives of the people in parliament exercised any appreciable restraint
upon railway estimates placed before them.

Confronted with this situation the Canadian Pacific was compelled
to choose between meeting the competition, or, accepting a secondary posi-
tioq, face a gradual decline from the encroachments of its rival. The
decision was to trust to the good sense and fairness of the Canadian
people, and, without resort to provocative measures, to maintain as far
as possible its business and good-will against invasion. ;

The course pursued by the Canadian Pacific was defensive and not
aggressive, and throughout the period it used every effort to discourage
and limit unnecessary expenditure for competitive purposes. '

_ The report makes mention of branch line construction and expen-
diture on hotels. In the policy of the company in these matters, com-
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petitive considerations had only a minor part. The chief factors were
the interruption of railway construction during the War, and the rapid
extension of settlement, particularly in the western provinces, which
followed it. In Saskatchewan and Alberta alone the area under wheat
increased from 6,993,000 acres in 1914 to 21,490,000 aeres in 1930.
Industrial and commercial enterprises also entered new fields, and for
all these, railway service was necessary. These settlements and indus-
tries owed their existence in a very large measure to the colonization
and development work of the company, and it was but natural that it
should look forward to a share of the traffic which they might yield.
As has been said, the orderly progress of its program was affected by the
action of the rival system, but the futuré of the company could not
have been protected if it had refrained from following the march of
settlement. The traffic returns of the new lines up to 1930 fully justified
their construction, and the falling returns of subsequent years have been
no more characteristic of the new lines than of other parts of the
railway. :

In hotel construction the company followed a policy adopted early
in its history. The prime object of the hotels was to promote passenger
traffic on rail and steamship lines. This they have accomplished, and
in so doing have played no unimportant part in bringing Canada to the
favourable attention of the world. The inevitable effects of the passage
of time, and the demands of a more exacting clientele during a period of
prosperity, made necessary the reconstruetion and enlargement of strue-
tures already in existence. That work, and the replacement of buildings
which had been damaged or destroyed by fire, absorbed a very large
part of the expenditures made during the period. In no case did the
company engage in an hotel enterprise in a city already provided with
adequate hotel facilities, and, while a considerable outlay has been made,
it is to be noted that in every year of the period the hotels showed an
operating profit, and their indirect contribution to passenger traffic revenue
has been great.

With the recommendation that there shall be co-operation between the
companies to the avoidance of unnecessary expense, and frequent and
regular conferences and discussions for that purpose between their respee-
tive managements, the Canadian Pacific is in entire accord. It is believed
that these conferences and discussions should be productive of great benefit,
and the company will heartily co-operate in any measures designed to
mutual economies. It cannot, however, endorse the scheme of compul-
sory arbitration of administrative problems outlined in the Report.

The subjects to which it is proposed that compulsion shall extend
embrace, in their entirety, matters of so great importance to its operations
as to amount to virtual administrative control of both undertakings, and
this is to be done by the authority of an Arbitral Tribunal on which there
will in every case be but one member in whose appointment the Canadian
Pacific has any voice. It is proposed to take away from the owners of
the Canadian Pacific the power of deciding what is in their own interest,
and vesting it in persons over whom they have no control. The company
cannot allow this to become law without protest. It is regarded as an
invasion of its rights secured by its charter and by its fifty years of publie
service.

It is therefore urged that effect should not be given to this com-
pulsory feature of the Commission’s recommendations. That the present
law may be amended with a view to promoting co-operation between
the Canadian National and the Canadian Pacific, with advantage to
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both, is unquestionable, but the form and nature of such legislation can
best be determined after conferences between representatives of the
Canadian Pacific and those who are to be responsible for the future man-
agement of the Government System. ‘

If against the company’s protest this feature of the recommendations
of the Commission is nevertheless to be incorporated in the Bill, every
consideration of justice to a private enterprise requires that some safe-
guard should be provided against injury to the interests of the Canadian
Pacific and we beg you to consider the inclusion in the Bill of provisions
designed to protect the company and its shareholders.

I have the honour to be, sir,

Your obedient servant,
E. W. BEATTY,

Chairman and President.
By Order of the Board of Directors.

The Rt. Hon.-R. B. BexnerT, P.C,, LLB, K.C,
Prime Minister,
Ottawa, Ont.

With the permission of the Committee, I should like to give you the results
of my experience in the matter of co-operative efforts by the railways, and also
the views which we hold as to the most effective ways of bringing about economy
through co-operation, which everybody is in favour of.

During the last ten years of a rather seriously competitive condition exist-
ing in Canada, every move made by railway administrators in the way of extend-
ing services, new construction, and de luxe equipment, was welcomed by the
public as an act of vision and courage and confidence in Canada. We were urged
to compete, and to compete strongly, and T imagine that that urge was directed
a little more emphatically to the National Railways than even it was to our-
selves. When the depression struck us it became perfectly obvious to everybody
that those extravagances in the way of unnecessary services could not be con-
tinued if solvency was to be maintained. So as early as 1929 the Canadian
Pacific embarked upon a fairly serious system of retrenchment and economy,
which has continued up to the present time. :

I think the depression has taught the railway managements a great deal
that they would have otherwise been slow to learn. The reason why we have

effected economies by co-operation, without any impulse from anybody else but -

ourselves and the necessities of the situation, and the reason why I am in favour
of the co-operative method outlined in Part II of the Bill—which Senator
Meighen has correctly described as the crux of the whole measure—is this: We
all know that the natural benefits of co-operation can only be attained through
the spirit of the men who are co-operating. The threat of the work of an
Arbitral Tribunal is not, to my mind, an important consideration in the matter
of co-operation. We are in a new era, an era of economy which will extend,
I think, for several years. We have accepted the principle of co-operation, and
your statutory direction to the Canadian Pacific is fully binding upon us with
our consent. You are proposing a change in the organization of the Canadian
National, and you will have three Trustees with very wide powers in charge
of the affairs of that company. Now, those three men, I presume, will be
selected for their character and ability and their knowledge of large business
problems, and if the specification of their attainments set out in the report is
carried into the Bill finally, they should be men of exceptional ability. They
_take office under a change in the law of Canada which directs them and us to
co-operate. That is a direction to them under which, and only under which,

RAILWAYS, TELEGRAPHS AND HARBOURS—BILL A 35




36 SELECT STANDING COMMITTEE - eI i

they can function. With the type of men that the Government will undoubtedly
select, and with that direction, I think we shall have an entirely different founda-
tion for co-operative measures from anything that we have ever had in Canada
prior to this. I take it that the directors or representatives of the Canadian
Pacific Railway, appointed under this statute to confer, will be imbued with
exactly the same idea as those trustees, and that great progress will be made in
co-operative economies through the action of these two bodies. I do not believe
that the placing over them of an arbitral tribunal, with arbitrary powers to
decide disputes, is going to add very materially to the benefits accruing from

the system deseribed under Part II of the Bill. In fact, while it invites us to '

co-operate it also invites us to fight for our rights as we conceive them.

But the serious feature of the tribunal, from our standpoint, is the passing
from our directors and shareholders of control of our operations and the settle-
ment of major questions of policy, leaving with us the financial responsibility
for everything that happens. There is no way that I can conceive of, under the
Bill as now drafted, by which we can avoid the financial consequences and
responsibility for carrying out any decision of the arbitral tribunal. That, I
think, is distinctly unfair,

I am a believer in your co-operative plan, as defined in Part II. But I
do earnestly believe that the omission of Part IIT will be an advantage rather
than a detriment. I think you will be surprised at the results obtained through
the changes in the policy of Parliament as expressed in this Bill, which changes
will be made binding on the two companies. The companies are not indifferent
to the situation or the necessities of it, in the slightest degree. I think both
companies have completed their major work of expansion for some time to
come. They can therefore properly devote all their time and attention to
putting their own houses in order by this method, in order that if possible we
shall stand the strain of the remaining period of this depression.

I cannot, even if I should, comment on the individual clauses of the Bill,
because I understand they are in process of change; but when the time comes
I should like to make some representations as to the wording of some clauses, if
they are retained in their present form, because they are, in my judgment, inapt.

The CramrMan: Mr: Beatty’s remarks have been very illuminating, inter-
esting and useful. I am sure that he will be glad to answer any questions per-
tinent to his remarks, to the Bill, or the report.

Hon. Mr. Catper: Mr. Beatty, can you give us briefly some idea as to the
scope and character of the matters upon which you have co-operated during the
past five years?

Mr. Bearry: I made a statement on that to the Royal Commission, Senator.
I have not got all the details with me here but I can get them for you. They
involve joint section agreements covering, I think, several hundred miles of branch
lines between the two companies, joint terminal facilities agreements, a very
important agreement negotiated with the National as to the steamship services
and the use of their agents for our business and the exchange of traffic at Halifax
between our boats and their railways. They were mostly of a character that come
up from day to day in railway discussions, and in a great many cases we were
able to conclude agreements. I might say in that connection that as far as the
Canadian Pacific is concerned we would be perfectly willing to-day to sit in with
the National Railways, because we have a list of things that we think should be
done by agreement between us; but I have been fearful of approaching them
lest they might say to me that their organization was in process of re-adjustment
and they did not feel that they could go into these very important matters when
another character of organization was to be provided for them. But we are
ready now with a long list of questions which we would like to discuss and settle,
if possible, with them, involving joint action.
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Hon. Mr. Cawper: For how many years have you been co-operating?
Mr. Beatry: We have been co-operating off and on. In 1924, which you

K will remember was not a particularly good railway year, we had a great many

discussions as to co-operative measures and we did put some of them into effect.
But the urge of competition was very great, and the pressure to compete was
equally great, and both companies in a measure met that demand. Of course,
we have learned, what has been learned in every country in the world, that we
can pay and have paid too high a price for competition. The fear of monopoly
—and monopoly is a sinister word in the minds of many people—has been very
prevalent in Canada, but the people who have that fear apparently overlook the
fact that in the very nature of things there cannot be transportation monopoly
in Canada now. For years we have been operating with waterways on one side
of us and highways on the other, with aeroplanes in the offing. There is no chance
at all of a transportion monopoly, and that is one reason why I believe that a
railway consolidation for the purpose of administration only, not a physical
amalgamation, is the logical solution of our problem. That view is not only mine
but is held in the United States and other places, where the urge towards con-
solidation as a method of economy is going on all the time and is being made
effective.

The CaarMAaN: Mr. Beatty, you have taken exception to the clause about
the tribunal. If this Bill should not become law before the forthcoming adjourn-
ment of Parliament, do you think that during the intervening months before we
get well into the latter part of the session the results of co-operation between the
railways would be such as to strengthen your argument against this section to
which you object?

Mr. BEaTTy: Yes sir, especially if an intimation were given that part IT of
the Bill would be included in some legislation at some time.

Hon. Mr. DaxpuranDp: Mr. Beatty, in your statement before the Royal
Commission you said that the two railway systems could make a saving of
$64,267,000 mainly through the abandonment of some 5,000 miles of railway.
But you added that that could only be contemplated under unification.

Mr. Bearry: Yes sir.

Hon. Mr. Daxpuranp: I think you also stated that the abandonment of
these 5,000 miles would be in the proportion of 66 per cent by the Canadian
National and 34 per cent by the Canadian Pacific?

Mzr. Bearry: Not quite, but approximately so. The figures were respectively
65 per cent and 34 per cent, with one per cent owned jointly.

Hon. Mr. DaxpuranD: Now, I should like to put this question. Would
5,000 miles of railway abandonment constitute the main part of the savings?
Could the Canadian Pacific under this Bill, or this part of the Bill, effect for
its own advantage that proportion of savings, and could the Canadian National
also effect its proportion of the savings and each retain its own entity?

Mr. Bearry: No, sir, because the merit of that suggestion and the reason
for its effectiveness would be only because the two companies have a common
pot, as it were, a common treasury, and joint use of each other’s facilities
throughout the country.

~ Hon. Mr, Cauper: In suggesting the abandonment of line what provision
if any, was made to serve the towns and villages and others affected?

Mr. Bearry: No provision was made, because the lines to be abandoned
in the majority of cases were lines that did not serve any particular community.
They were stretches intermediary to terminals. But it was expected that wher-
ever there was, for example, an elevator or anything else, it would be taken
care of by being moved to the nearest point on the railway.

)
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One of the suggestions that we made ourselves was to abandon our main
line from Kamloops to Petain, =
An Hon. SExATOR: Where is that? 3
Mr. Bearry: That is near Ruby Creek, about seventy-nine miles from
Vancouver. We have probably one of the finest pieces of railway in existence,
physically speaking, but it has adverse grades. The National Railways have

a water grade, and we suggested that we use their line. That would mean put- g

ting their line in the same physical condition that ours is in now, and we suggested
that they should join with us at Petain and use our line, including the double
track, from Ruby Creek into Vancouver.

Hon. Mr. Catper: What would you say to having Parliament adopt the '

principle of compulsory arbitration, to be brought into effect only by the
Governor in Council? In other words, to carry out your suggestion and carry
on co-operation without the arbitrary tribunal, but if co-operation were to fall
down to bring in the third part of the Bill. I do not ask you to answer that.

Mr. Bearry: That, of course, is always a possibility. The suggestion was
made, I think from some outside source, the other day, that you should stop
the operation of Part 2 of this statute. Of course we would know that the
results of our co-operative efforts under Part 2 would depend on whether the
Government would make this compulsory.

Hon. Mr. Daxpuranp: Mr. Beatty, I would like you to give us a little
more light on the difficulty®of reaching the full economies you have mentioned
through the abandonment of 5,000 miles of railway. May I suggest, first, that
the officials of both companies have agreed that these economies are desirable.

Mr. Bearry: Yes, but the officials of the two companies are not at one
as to the extent or the nature of the economies or the results which will acerue.
The difference between economies in consolidation and administration and
economies if you leave the railways to operate as separate entities lies in the
fact that in the latter case you have to preserve to the company its own lines.
You cannot take them up or abandon them, but in the case of consolidation
vou substitute one line for another,

Hon. Mr. DaNpUrAND: But in the main the economies effected would bring
about a greater number of arrangements for running rights between the two
railways?

Mr. Bearry: Yes, sir,

Hon. Mr. Daxpuranp: Now, suppose this Bill passes as it is, the two com-
panies having laid before the Royal Commission their scheme of economy by
the abandonment of lines and running rights, which you suggest as being neces-
sary to effect the economies, the arbitral board would impose upon you the
acceptance of the economies suggested by both systems thus bringing about the
abandonment of some 5,000 miles of useless railway. Since the C.P.R. admits
that the abandonment of lines would bring about the necessary economies to
the C.P.R. and to the Canadian National Railways, what effect would it have
on the C.P.R.? How would it affect the whole working of the Canadian Pacifie
Railway Company if, by force of arbitration, while maintaining the two entities,
}t).he goarcii declared that the economies suggested by the two railways must

e effected?

Mr. Bearry: If the two railways suggest an economy through the aban-
donment of line or through joint sections, there is nothing gained. They can
do that to-day. That is my theory about this co-operative effort. We will
do that to the extent that we think we can in justice to the security holders
and shareholders on the one hand and to the people of Canada on the other.
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- Hon. Mr. Daxpuranp: But you have stated that in maintaining the
' identity of the two systems you did not see how the abandonment could exceed
| 1,740 miles. :
. Mr. Bearry: That is true.
Hon. Mr. Daxpuraxp: Not 5,000 miles?
Mr. Bearry: Yes. ] ;
Hon. Mr. Daxpuraxp: Would you allow me to ask why only 1,740 miles
- could be scrapped in one case, while under unification or joint management
- 5,000 miles could be abandoned?
Mr. Bearry: With consolidation all the lines of the two companies come
' under one administration, and we can use or not use any part of either system
~ for the common good of the whole. When we have co-operation and have to
maintain our corporate entities, and also, as far as possible, the rights of the
- security holders and shareholders in a property which has been paid for by
~ their money, we cannot tear up as much as we could if we got something sub-
stituted for it through consolidation.
- Hon. Mr. Forke: Even if you had consolidation, could that economy be
~ effective without affecting the public service?
: Mr. Bearry: Yes, sir. We would attempt the abandonment only of those
- lines for which there were substitutes already in existence.
Hon. Mr. Rosinson: How would the 1,700 miles be divided?
Mr. Bearry: 900 odd National; 600 odd C.P.R. and a short mileage now
jointly owned.
_ Hon. Mr. LyNcH-STAUNTON: You seem to ridicule the idea that compe-
| tition and co-operation can mutually exist. From what you said you seemed
to think they were mutually destructive. Are you of the opinion that co-
- operation and competition cannot co-exist, and further, is there any necessity
~ for competition? By competition I mean endeavouring to cut each other out
- of business. Then do you regard the powers given to this Board of Arbitra-
tion as involving the right to compel your company to make expenditures
which it would be unwilling to make, or do you regard the Board of Arbitra-
~ tion as having authority only to veto expenditures?
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~Mr. Bearry: My answer is this, senator. As to co-operation and com-
petition it is pretty difficult to fight and kiss at the same time—unless you are
married; and that is consolidation.

Hon. Mr. Beique: The experience of a bachelor!

The CHAIR‘:\_/IANZ I think we shall have to ask the president to confine his
~ remarks to subjects about which he has some knowledge.

Mr. Bearry: The difficulty is this: Competition is the most difficult thing
to control once it is competition. You have thousands of employees in both
railroads knowing they are competing. They are trained to compete, their
instinet is to compete, to protect their own property as they see it. You have
the atmosphere of war immediately you have competition. It is this spirit
of warfare, if the atmosphere in favour of competition has been very intense
as it had been in Canada in the last eight or nine years. So you cannot expect
to get the full results of co-operation while at the same time you say, “ You
n_lu?st compete.” That, I think, is obvious. Your second question was what,
sir?

Hon. Mr. LyncH-StaUNTON: Whether you regard the powers of this Board
of Arbitration to involve the right to compel you to make expenditures which
you consider unwise, or do you regard their authority as power only to veto
expenditures which they figure to be unwise?

e




40 SELECT STANDING COMMITTEE .~

Mr. Bearry: They have a limited power, as I u'nderstand the_m SUTre
compel us to make expenditures which we might think were unwise; but.
biggest part of their power is to compel us not to do things which we think
wise, and for which we take the risk of loss or otherwise. :

Hon. Mr. Ly~cH-StaunToN: Which do you complain of most, their po
to compel you to make expenditures, or to stop you making expenditures?

Mr. Bearry: I object to the administrative control, whatever it invov: g
My principal objection is that no matter what happens, senator, we must ¢
the bag and be responsible for the financial consequences. Even though it is ag;
our judgment, against, in our view, the interests of our shareholders, of o
property shareholders and our security holders, we still must be responsible for
any financial consequences.

Hon. Mr. Lyxcu-StaunTton: If they had any right to control you in that,
it would be only where it would affect the Canadian National Railways. b

Mr. Bearry: That would probably be the main thing, because we are
already under the jurisdiction of the Railway Commission. g
Hon. Mr. LyncH-STAUNTON: If we abandon competition, why should you
object? 3

Mr. Bearry: We do not abandon competition. We have got to maintain
the indentities of the two railways, we have to operate them under separate
administrations to protect the interests of the respective owners. 3

Hon. Mr. Ly~xcH-StauntoN: The two respective owners ean pool rather
than compete. -

Mr. Bearry: But they are competing just the same. You cannot pool
everything unless you are together.

Hon. Mr. LyncH-STaAUNTON: Competition may have two different meanings;
it may be competition which would not injure each company.

Mr. Bearry: All competition involves a struggle for traffic. ;

Hon. Mr. LyNcH-StauNTON: You cannot avoid competition when you are
seeking an advantage. 3

Mzr. Bearry: You cannot. A

Hon. Mr. DanpuranD: As separate systems, Mr. Beatty, you can agree to
pool your passenger earnings.

Mr. Bearry: We can with the consent of the Railway Board. .
Ho‘)n. Mr. Daxpuranp: Would that be on special lines only or on the whole
system ! b

Mr. Bearry: It would be on special lines, I should think; but it could be
broadened to include general pooling. That, of course, is covered by your Bill. E

Hon. Mr. Ly~cu-StaunTON: What vanity is there in your objection
against the control of expenditures? e

Mr. Bearry: It is not a matter of vanity; we think it is a matter of right.

Hon. Mr. LyxcH StauntoN: What injury might come to the railroad?

s Mr. Bearry: We do not know. You are asking us to take all the chances
of Injury.

Hon. Mr. Daxpuraxp: I understand, Mr. Beatty, that pooling passenger {
earnings 1s not a very easy matter. i

Mr. Bearry: No. £

Hon. Mr. Daxpuraxp: Because if you try to pool passenger service between
Montreal and Toronto, we will say, then it may affect the earnings of your com-

pany because the passengers go beyond Toronto; likewise with respect to pooling
of passenger traffic between Montreal and Ottawa?



RAILWAY)S, TELEGRAPHS AND HARBOURS—BILL A 41

Mr. Bearry: The ramifications of pooling affecting passenger and freight
earnings are very, very widespread. :

Hon. Mr. Daxpuraxp: So there is more likelihood of a general pooling of
all passenger services than of a local pooling.

Mr. Bearry: There is a great deal more to be gained by general pooling
than by individual pooling.

Hon. Mr. LyxcH-StaUNTON: The consolidation that you speak of in
the United States does not involve the destruction of any entity, does it?

Mr. Bearry: Not as-a physical entity. v

Hon. Mr. Lynce-StaUNTON: I mean as a corporate entity?

Mr. Bearry: It means a merger.

Hon. Mr. Lyncu-StaunxtoN: They are going along those lines, are they?

Mr. Bearry: Yes.

Hon. Mr, Ly~xcH-STAUNTON: Mr. Beatty, under the present law could both
railways co-operate to the extent necessary to make the required retrenchment?

Mr. Bearry: In some respects, yes, sir, we could; in other respects we
could not without the authority of the Railway Board. The virtue of this law
—Part IT I am thinking of now—is that it gives us not only a legal right to do all
these things, but a statutory direction to do them. Therefore it becomes, or should
‘become, part of the policy of both railways. But even that, senator, would be
ineffective, in my judgment, unless the co-operative instinct in the Canadian
National Railway Trustees and in our own representatives was very highly
developed. That is what I put more reliance on than on anything in the measure
itself.

Hon. Mr. Beaurien: If you had that state of mind, would you absolutely
require to modify the law to make retrenchment that is necessary now?

Mr. Bearry: The law would help us to do the very things we should do
by directing us to do them.

Hon. Mr. BeauBieN: But your interest does not direct you to do it.
Mr. Bearry: Undoubtedly.
‘Hon. Mr. Beausien: What else do you want?

Mr. Bearry: Senator, you must remember that we are emerging from eight
or nine or ten years of this intensive competition. We want help to bring this
about, and we think Parliament can give it to us by simply saying, “ It must be
part of the policy of both companies to co-operate in the interest of economy
and for the other reasons given in the Bill.”

Hon. Mr. Forkr: That is the suggestion to both companies?
Mr. Bearry: It is a direction.

Hon. Mr. Forke: How do you enforce co-operation, supposing the Trustees
of the Canadian National and the Directors of the Canadian Pacific do not co-
operate?

Mr. Bearry: The Arbitral Tribunal is no doubt intended for that. We
will keep away from that Tribunal.

The CramrMaN: Neither will make any application to it?

Mr. Bearry: No. I think, Senator Forke, the advantage of the Arbitral
Tribunal is that it is really an invitation to the two railroads to test before the
Tribunal the merits and demerits of the claims of cither company. I think we
can go further so far as we are concerned, especially in view of the change in

the organization of the Canadian National Railway, which would impose on the
55143—2
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Trustees, even if they are not super men, but the ordinary good type of Cana-
dian business men, the obligation to do things which we say now we are willing 1

to -do.

Hon. Mr. Daxpuranp: I understand, Mr. Beatty, that quite a number of
‘branches are losing money ten months of the year. :

Mr. Bearry: Not in mormal years, no. As a matter of fact, senator, you

may recall that I stated in the memorial submitted to the Government that our
branch line construction had shown results that were very favourable, compared
with other parts. .

Hon. Mr. Forge: I am glad to hear Mr. Beatty say that, because there has
been some misunderstanding in connection with it.

Hon. Mr. Greex: Mr. Beatty, referring to your proposition that there

should be joint use of the road from Kamloops to Petain, on one line, and from
Petain to Vancouver, on the other line, I should like to know how far that would
go. Would it necessitate the joint use of the terminal?

Mr. Bearry: I should hope so.
Hon. Mr. Greex: Of one terminal?
Mr. Bearry: T should hope so.

Hon. Mr. Green: Physical conditions, I suppose, would make that neces-
sary?
Mr. BearTy: Yes.

Hon. Mr. WeBsteR: If you had equal representation on that tribunal, would
that modify your view? -

Mr. Bearry: There could not be equal representation, because there would
have to be a third man.

Hon. Mr. Wesster: I understand that, but the other two members of the
tribunal would be chosen by the two railway companies.

Mr, Bearry: If we go that far I think I can suggest a good method of
choosing the representatives.

The CramrMaN: Mr. Beatty, what do you think about the suggestion that
a judge be appointed to the tribunal? Would the appointment of a judge answer
every objection?

Mr. Bearry: Oh, no.

The CramrMaN: I do not wish to be disrespectful at all, but my own opinion
is that that would not be the kind of tribunal to which I would apply for a
business man’s decision. Now may I ask another question. You suggest that
there should be an amalgamation—if I may use that word—of management for
a term of years, short or long. Now, regardless of how long or short that term
happened to be, would it not actually result in an absolute merger for all time?

Mr. Bearry: That might be.

The CaARMAN: Suppose the railways were operated under an amalgamation
for ten years, would it not be impossible, from an operating standpoint, to
unscramble them after that period? :

Mr. Bearry: The experience we would gain in the term of years would
determine whether that would be a right thing to consider or not. That is the
virtue of the suggestion.

The Cuamrmax: But in your judgment if that co-operation and joint man-
agement were put into effect for a term of years, do you thing that the public

would be so thoroughly satisfied that they would never want to go back to the
old system?
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Mr. Bearry: I think the public and the exchequer would. I do not want to

try to interpret what was in the Commission’s mind, Senator Graham, but I can
see that when they dealt with the question of consolidation for administration
| only—and that was the only form of consolidation that was discussed—they
- felt difficulty in projecting themselves into the railway conditions that might
- prevail in Canada twenty-five or thirty years from now and in saying that the
~ proper solution for to-day would be the proper one for the whole of that period.
~ Therefore they gave greater consideration to the shorter term than to the distant
- future. :
The CrARMAN: It seemed to me that if the new arrangements were made
~ and new methods of operation were put into effect, and if some 5,000 miles were
~ abandoned, it would be almost impossible to go back to the former conditions
even if it were desired to do so.

Mr. Beatry: No, not impossible, if it were thought necessary to return to
~ former conditions. But if the joint management were carried on for ten or fifteen

years, certain permanent arrangements would be made with respect to joint use
- of tracks, terminals, and things of that kind. The lack of arrangements of this
~ kind has accentuated the duplication that has existed in Canada all these years.

; Hon. Mr. Danpuranp: I understand that ten years would be the shortest
- term in which joint management could be given a fair trial, because it would
require five years to put the whole program of consolidation into effect.

v Mr. Bearry: In order that there might be no injustice it would be necessary
. to have the joint management extend over a period of at least ten years, and
~ that would probably be too short a term to give the thing a proper trial.

g Hon. Mr. Copp: You made some reference to pooling of traffic. Did I
- understand you to say that there is some pooling of traffic now?

/ Mr. Bearry: No, not pooling. There are only two places in North America
where there are pooling arrangements in effect. But we have proposals for

pooling ready for consideration by the National Railways, if they think they are

in a position to consider them in view of the changes that are being contemplated
ere.

Hon. Mr. Lemieux: With respect to the proposed abandonment of some
- lines, what will be the underlying principle to guide both roads?

Mr. Bearry: In the first place, necessity; and, secondly, the question
. whether we can get a facility for ourselves equally as good as the one we are
giving up. g
Hon. Mr. Lemmeux: Would “the density of population and the remoteness
of a district be factors? In other words, would the policy be to ignore the smaller
districts and concentrate upon the larger ones?

Mr. Bearty: Non-competitive territory, of course, must stand upon its own
- feet. In territory of that kind the lines will be maintained if there is sufficient
traffic to justify them. In competitive territory no line would be abandoned
unless there was another one to take its place.

Hon. Mr. RoBinsoN: From what I can gather, only one kind of amalgama-
tion seems to have been suggested, and that is under company management. I
@ should like to know if any consideration was given to the question of amalgama-
¥ tion under government management.

Mr. Bearry: Not by me, sir.
! Hon. Mr. CasGraIN: Are railways in the United States not contemplating
- the abandonment of a very large mileage just now?

. Mr. Bearry: Yes. They know that consolidations would result in elimin-
. ating some duplications and unprofitable mileage.
55143—23
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Hon. Mr. Cascrain: Have you any idea of how much mileage they are
expecting to abandon?

Mr. Bearty: No.

Hon. Mr, DoxNeLLY: I gather from your remarks, Mr. Beatty, that you
are in favour of consolidation.

Mr. Bearry: For the purpose of administration only.

Hon. Mr. DoxxerLy: Would you be willing to make any suggestion as to
the manner in which the obligations of the Canadian National would be taken
care of, under consolidation?

Mr. Bearry: The proposal made to the Commission, and worked out in a
rather elaborate way through exhibits and statistical statements, was a consoli-
dation for the purpose of administration—not a physical amalgamation, not a
financial amalgamation, but simply an administrative amalgamation, if I may
use that term. And it was to be an agreement between the Government and the
company under which we entered into a profit sharing arrangement, that the net
earnings of the combined systems should be divided in certain proportions, as
decided upon by the parties, the percentage payable to the Government increas-
ing as the traffic increased. "Of course, we had not got down to a discussion of
the details, but it would not be difficult to do substantial justice to both railroads
and their owners.

Hon. Mr. BeauBien: You do not object to Part 2?

Mr. Bearry: No, sir.

Hon. Mr. BeauBien: If I understood you correctly, you think it is aAprod
for a good purpose—to carry out retrenchment.

Mr. Bearry: Plus the appointment of the trustee. I think that is very
important.

Mr. BEAUBIEN: Because you think that sanction is unjust to your company,
would you ecare to mention any other method that might be resorted to to give
sanction to the law?

Mr. Bearry: I did suggest, if another method were considered, that the
Government and the Canadian Pacific might profitably make an agreement for
a term of years, under which there would be set up certain machinery—rvirtually
the machinery set up in this Bill—and providing protection for our share and
security holders in return for our divesting ourselves of the right to control
our own operations. That has never been discussed.

Hon. Mr. DaxpuranDd: Guaranteed interest?
Mr. Bearry: Something of that nature.

Hon. Mr. Caper: I come back to the suggestion T made before. I under-
stand that you are strongly opposed to Part 3 of the Bill.

Mr. Bearry: Yes, sir.

Hon. Mr. CatpEr: And I understand your reasons. Now if the Senate is
in favour of the establishment of an arbitral tribunal, I throw out the sugges-
tion that it be provided for in the Bill, but that it should not go into operation
unless the Government thinks it wise. For the moment I am taking the view
that this committee may recommend to the House the establishment of the
arbitral tribunal. It seems to me that if that suggestion is worthy of considera-
tion another step would be necessary, namely, that the Government should be
made familiar at all times with the subject matters that are discussed co-opera-
tively, and should be advised from time to time when the two systems fail to
co-operate, and why. Having that information before them all the time they
can readily grasp the extent to which co-operation is being carried on, and if
there is any indication that either party is failing to co-operate, they can bring
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~ into being the arbitral tribunal. That is merely a sugge§tion. It is possible that
~ a majority of the committee may be in favour of the tribunal, and that we may
| make a recommendation accordingly to the House.

The CHAIRMAN: Bring it into force by proclamation?

‘ Hon. Mr. Catper: Yes, bring it into force by proclamation, on the under-
. standing that the Government is at all times to be made thoroughly familiar
. with the extent to which co-operation is being carried out, and that if there
| is a manifest failure on the part of the companies to co-operate, to bring into
- being the arbitral tribunal.

i You say, Mr. Beatty, “ Leave that to future legislation ”.

Mr. Bearry: Yes, for the reason that our objection to the arbitral tribunal
~ would be just the same whether it came into being now or later.

Hon. Mr. CaLpER: Suppose it is necessary.

Mr. Bearry: The Canadian Pacifie claims that its rights under its charter
should not be interfered with in that way. You say, “ Suppose we hold it in
- suspense over your head?” I say the objection is exactly the same. I do not
- think it would ever happen, but in theory our position is exactly the same, short
~ of an agreement with the company.

Hon. Mr. Cauper: I quite follow your argument and the difficulties that are
in the way. There is no doubt at all from the discussion that has already taken
place that the necessity for co-operation is very great. I think we are all agreed
- on that.

Mr. Beatry: The necessity for economy, sir.

Hon. Mr. Carper: And while there is a willingness on both sides to co-oper-
- ate, we find that that co-operation does not take place to anything like the
 extent that it should.

Mr. Bearry: How could Parliament be advised of that? That means that

~ the Government would sit in judgment on the wisdom of the trustees and of

- the board of directors of the Canadian Pacific Railway. They would say: You
should have acceded to this, or to that. :

Hon. Mr. Carper: You have said yourself that it all rests on the will of the
two parties. If you have the proper trustees and the C.P.R. is represented by
the proper people there should be no difficulty about co-operation.

Mr. Bearty: Quite. »

Right Hon. Mr. MEicHEN: Mr. Chairman, there are some things that I feel
I ought to say at some time, arising out of the presentation just made and the
questions asked, and it seems to me but right to say to them while Mr. Beatty
is here, so that if he cares to make any observations he may do so at this time.
First, I am sure that T speak the mind of all when I say that we have had a
very excellent contribution to our work from the President of the Canadian
Pacific. What he has said has been succinct and has borne immediately on the
major points in issue, and, from his standpoint, has been most impressive.

With regard to what I have to say—and I shall be very brief—I ask that
two things be kept in mind, namely, that the Government and this committee
have before them the recommendations of the Commission; that the Commis-
sion was comprehensive in its personnel, high in its character, and, from the
point of view of actual business experience of virtually every one of its mem-
bers, extraordinary; that to follow the recommendation of the President of
the Canadian Pacific would be to go counter to the Commission in its main
practical recommendation and in the major feature of its report. I do not want
to intimate that that is impossible; I do not want to subtract anything, either
inferentially or by specific words, from what I said in introducing the Bill. The
committee, in making its recommendations, and Parliament, are entirely free
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notwithstanding the report; but the fact that the report is there is a great and
almost a dominating factor in our deliberations,

The second thing which I think ought to be kept in mind is this. What-
ever may be the difficulties of single management—to give it a euphonious
name, instead of amalgamation—I would be unjust to myself if I did not say
that in it I see tremendous merits. I do not see anything impracticable from

the standpoint of unfairness to either side, in the working-out of such a plan.

A plan could be worked out under which the returns from joint operation would
be allotted to the various securities of each company in a way that would be
wholly fair and that undoubtedly would produce very great results, both in
returns to the security holders and in savings to the nation. But what has
to be kept in mind now is this: Such a solution is wholly alien to the spirit and
genius of the Commission’s report and to the Bill which is now before us. I
think I am not going too far when I say that the judgment of the Committee,
as declared up to now in the interim expressions of opinion that have been
given—all of which may be altered subsequently—is that this country is not
ready for it. That apparently was the opinion of the Commission. This country
may never be ready for it. The country seems to fear the creation thereby of
a great organization, an organization so mighty in all its aspects as to constitute
a political power which should not be created.

In that connection I want to animadvert to a statement in Mr. Beatty’s
presentation, that the Commission in fearing that amalgamation or joint man-
agement would create such power and place it in the hands of a few, felt that
the cure would be reached by placing it in the hands of one.

The observation was very pertinent; indeed, it was epigrammatic. But is
there not a very great difference? The tribunal in which the Bill contemplates
the power shall be vested, is a tribunal wholly of a judicial or arbitral character.
It is not a tribunal that possibly could exercise, or be vested with, any measure
of political power on earth. The Arbitral Tribunal will be headed by one whose
decision is virtually final; but it is final only in the same sense as is a decision
of the Railway Commission or a judgment of the Supreme Court of Canada.
There is a great difference between a tribunal vested with final powers when that
tribunal is purely judicial, and a great corporation vested with gigantic powers
when its personnel extends from the Atlantic to the Pacific, and when its size
in relation to this Dominion would be tremendous indeed. I am not saying that
this objection is final, but I do say that the point raised by Mr. Beatty, in my
judgment, is not well taken, and that we are not doing the same thing in an
intensified or in any form in vesting these powers in the tribunal.

Having made those two premises, I want simply to direct my words to one
objective, to enabling the President of the Canadian Pacific to elucidate further
the arguments he has already very forcibly presented, and, necessarily, to have
my words useful to that end I take a line antagonistic to his. I hope he will
not consider that I am doing so in any final way, but only that the other side
of the case may be before him, and that he may give such help as he can to the
Committee in meeting difficulties, which we undoubtedly have.

He says: “We are quite prepared that Part II shall remain, and that we
shall be directed to adopt co-operative measures, to the end of economies.” He
agrees that this is just as vital to the Canadian Pacific as to the other road—
and I observe here that the only purpose of the Government is to bring about
these economies for the joint benefit of both systems, feeling that the benefit
of the one is almost as vital to the nation as the benefit of the other. He says:
“We are agreeable to it because it gives a direction.” I should like to call his
attention to this fact, that over the past ten years the principal incentive of co-
operation has been present just as much as it will be in the future, namely, the
incentive of interest. There is no incentive to any corporation or to any indi-




: RXILWAYS; TELEGRAPHS AND HARBOURS—BILL A 47

| vidual so great as the incentive of interest; and common interest was imme-
~ diately and eternally before these two railways for the last ten years. The
~ practical result has been a measure of co-operation, but a very small measure
~ relative to necessities. The aspirations of one came in conflict with the aspira-
- tions of the other. The pressure of different parts of Canada came into play,
| and especially in respect to the Canadian National that pressure was so great
| that efforts to co-operate proved futile to an overwhelming degree.

¥ Now Mr. Beatty expresses the hope that if there is no Arbitral Tribunal,
~ the incentive of interest still being present, and as well the assistance of a direc-
~ tion from Parliament, which amounts only to a statutory aspiration, they will
~ be able to effect very great results. I express considerable apprehension on the
~ point. I ask Mr. Beatty to consider this, that if we pass the Bill in that form
“there will be tremendous pressure exerted on the Canadian National Trustees
~ from all parts of Canada to maintain that separate line or separate terminal or
 other facility, and they will find just as much difficulty as ever if not even more,
. in agreeing to take steps in defiance of that pressure here, there and everywhere.
b I ask him also to remember this, that in the program which he has indicated
| to the Committee, co-operation along lines of abandonment of trackage, by far
. the greater part of that trackage is to be Canadian National; and therefore it
- would seem to me not at all unlikely that it will be the Canadian Pacific which
will be calling upon, or will find it in its interest to use, the Arbitral Tribunal
even more than will the other side to the controversy. The sacrifices that will
involve pressure from the country will be very largely on the side of the Cana-
dian National Railways, and, I think, he will find very great difficulty in coming
- to terms with them because of the exertion of that pressure, which he knows,
 and I know, will be tremendous.

Now, I have said all I need say along that line. T express very grave doubt

whether extensive measures of joint action could be achieved merely because
the aspiration of Parliament is but in statutory form. I apprehend that the
reasons that have stood firmly in the way of effectiveness in that co-operation
in the past will stand just as firmly in the way in the future and will probably
- overcome other considerhtions.
' Now, I come to the argument, which is of course a very forceful one, that
this Bill interferes with autonomous rights of the Canadian Pacific management.
I know it does. And unless Parliament is firmly convinced that it is in the end
going to work much more to the advantage than to the disadvantage of those
interests, I do not feel that Parliament would be disposed to pass it. But Parlia-
ment has to regard the matter wholly from the standpoint of the Dominion of
Canada, and from that standpoint Parliament has been compelled in other years
to invade autonomous powers of the Canadian Pacifie—as far as I can see yet,
subject to further enlightenment—to just as sericus a degree and in just the
same way as it is invading them in this Bill. Mr. Beatty said: You do it when
you erect your Railway Commission; but that is a judicial body having a cer-
tain measure of jurisdiction over our operations and our rates. True, but there
is no invasion so great as an invasion of the earning power of the system.

Mr. Bearry: Their rates, do you mean?

Right Hon. Mr. MeicHEN: Their rates; there can be none so vital, none so
far-reaching as that. Rut Parliament had to do it, and Parliament has done it,
and I fancy the Canadian Pacific would agree that the ultimate result has not
been unfair or disadvantageous to railway operations in Canada. :
; My next observation is this. Inferentially, at least, if not directly, Mr.
. Beatty commended the report of the Senate committee of 1925. That commit-
. tee recommended that the two roads be operated together by a board of fifteen;
. five of whom would be nominated by the Canadian Pacific, five by the Gov-
- ernment, and five by those ten nominees themselves. That report recommended

[&
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depriving the Canadian Pacific of its integral power of management. It recom-
mended that the railway should no longer be managed by directors chosen by
the shareholders, but by a board with respect to which the government of Can-
ada would have the same rights of selection as the railway would. The sug-

gested invasion there was overwhelming. Possibly Mr. Beatty did not intend

to endorse that recommendation specifically. My only objeet now is to point

out that the Senate committee of 1925 foresaw a very great impending emergency,
and came to the conclusion that the only way to meet it was through some form

of invasion of charter rights of the Canadian Pacific. Then later the Royal
Commission, after sitting nearly a year, found that the emergency could only
be met by another process of invasion, a method which they deemed, in the
circumstances, would not be unfair. 3

I do not think that the existence in the past of tribunals, whose function is
the settlement of disputes, has resulted in encouraging enmity between parties.
But Mr. Beatty fears that the appointment of the proposed tribunal in this case
would have such a result. In the past has the existence of tribunals not con-
duced to the settlement of disputes without recourse to such tribunals at all?
I am sure that that is the thought the Commission had in mind, that the very
existence of a tribunal would be conducive to settlement of disputes and that
the functions of the tribunal would not be frequently invoked. 3

I could not add to what I have said, save at the expense of considerable
time; and I hope that if the Canadian Pacific feels that any remarks of mine
call for further comment they will make it at the present time, so that the com-
mittee will have the benefit.

Mr. Beatty: With the permission of the committee I should like to make
one or two observations. I think we are all agreed that the members of the
Commission were men of high character, standing and ability. They almost
produced a good report. Mr. Meighen seems to think that their conclusions
should be given so much weight as to be almost binding upon Parliament. I do
not agree with that. The commissioners have made their report and stated the
reasons for it in extenso. You are capable of making up your minds as to its
wisdom or lack of wisdom, practicability or impracticability, and legislating
accordingly.

In some respects I think the Commission’s views are extraordinarily faulty.
In others, their findings of fact are equally so. But in the main they have dealt
with a very difficult and complicated question, involving thousands of pages of
intricate statistics, in a way that certainly was praiseworthy. But to say that
because they have spoken the rest of us must not have any more ideas on rail-
way subjects, is asking me to aceept toc much.

Senator Meighen questions the propriety of my idea that the commissioners
were illogical in fearing that too much anthority might be given to a small group
of men, and in giving it to one man. If a group of men, say fifteen in number,
had committed to them the administration of the railways of the country, under
an agreement between the owners of the properties, these men would probably
be the ablest and wisest that he could find in this country. I would have no
more fear of any unwise act on the part of those men than I would of such an
act by one man who would have the power to sign an order that both railways
would have to obey, with respect to an administrative question.

Senator Meighen also says that the incentive to co-operation existed in the
last few years; I think he said eight or ten years. But the incentive to co-opera-
tion did not exist in the last eight or ten years, because we were having good
times, our earnings were increasing, our business was booming, and we all thought
that we would escape any serious difficulty. The necessities of the situation and
the prolonged depression have compelled us to modify our ideas as to what we
should do in the next few years, and it is for the next few years in particular
that this legislation is presumed to be effective.
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Senator Meighen says that the powers of the Board of Railway Commis-
sioners to direct and control the operation of all companies in certain matters
are very wide. So they are. But the greatest power which they exercise was

- contemplated in the Canadian Pacific charter of 1881. We have always had
- some regulating body. In the earlier years it operated very perfunctorily. But
when the Canadian Pacific was incorporated it was provided that in the event
its earnings reached 10 per cent on the capital actually expended on the con-
struetion of its lines, its rates should be subject to regulation by an independent
tribunal. That was one of the conditions under which we took the charter. In
1913 there was a reference to the Supreme Court of Canada to find out whether
our earnings had actually reached that point. The company concluded they
had, and ever since then we have been subject, as all other railways have, to
any rate regulations by the Commission. But, as I say, that was all contem-
plated in our charter.

Right Hon. Mr. MeicaEN: I do not think it could be contended that the
earnings are 10 per cent now, but the jurisdiction remains.

Mr. Bearry: That is so. We are under the complete authority of the
Board, and our submission to their jurisdiction was absolute and unconditional.
The earnings mentioned in the charter are based upon the cost of our original
lines, and that was the figure that governed. :

I noticed in the proceedings of a previous sitting of the committee a refer-
ence to a matter which I think should be dealt with now, in order that any mis-
apprehension about it may be cleared up. I think it was Senator Laird who
referred to the Crowsnest Pass Act, and he suggested that that was an invasion
by Parliament of certain privileges and rights that were given to the company
in its charter, and that we have been subjeet to invasion from time to time with-
out being apparently hurt by it. Now, the Crowsnest Pass Act was the result
of an agreement. We wanted to build a railway out there and we wanted a sub-
sidy, and the Government said, “ We will give you a subsidy provided you com-
ply with certain conditions.” We accepted those conditions and we got the sub-
gsidy. An agreement was made, but there had not been any obligation on the
part of the railway prior to that to build the road.

Right Hon. Mr. MeicaEN: Have not the rates been reduced below those first
agreed upon? :

Mr. Bearry: They have been reduced, yes.

Right Hon. Mr. MEIGHEN: By agreement?

Mr. Bearry: Yes. We accepted them after long discussion. I want to make
just one observation about the Senate report. T did think highly of that report.
The Canadian Pacific never expressed any opinion upon it officially. I thought
it might be possible, had it reached the point of negotiation between the Govern-
ment and the company, that if the securities were there provided the company’s
shareholders and directors might think it an advisable thing to do. But as they
never had to make a decision, and as they were never referred to, we have nothing
to go by now. I felt that it did involve the very form of consolidation for the
purpose of administration that I myself felt very favourable to. But we have
never reached the point of considering it in any way.

Hon. Mr. LyNcH-STAUNTON: Mr. Beatty, you admit that there has not been
co-operation during the past ten years?

Mr. Bearry: There has been some, but no enough. There has not been,
because of intensive competition.

Hon. Mr. LyNcH-StaUNTON: You contend that it is essential.

Mr. Bearry: It is the only thing suggested by this Commission, and we
say: Yes, we will try it, and will do the very best we can with it, and the result,
we think, will be as satisfactory as you can expect.
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Hon. Mr. Ly~ca-StaUuNTON: You do not blame the Canadian National
the lack of co—operation?

Mr. Bearry: That is a question I should not like to answer.

Hon. Mr. LyNcH-STaAUNTON: Suppose that you refuse, or that they refuse
to co-operate in the future, should not there be someone to compel co-operation?

Mr. Bearry: There is no danger of that. I place my reliance in the trustees
of the Canadian National Railways. I believe they will be men of eminence
and ability, and that we can work with them. I do not believe you will appoint
anyone else.

Hon. Mr. Lyncu-StaunToN: That is only a pious hope.

Mr. Bearry: It is a conviction.

Hon. Mr. DANDURAND: Under separate management could co- operatlon brmg-:
about unification of the telegraph services and the express services, for instance,
or of the town and city ticket offices throughout the country? Could that be dona,l;
under separate management, or under this Bill? 4

Mr. Bearry: The Commission certainly left me with the impression, by
section 222 of their report, that we were at liberty to adopt any measures we
saw fit in order to bring about a cessation of this competitive condition in respect
of ancillary services. Obviously there can be no difficulty in amalgamating our
express services and our telegraph services. The express services in the United
States have been operated as a unit for years, with- very satisfactory results.
There is no necessity for competitive telegraph offices in every city, town and
village in Canada. That would be a very easy thing to accomplish; and the
same principle could be, and I hope will be, extended to include as much of the
wireless business as is transacted in Canada.

The CrarmaN: That would be done by agreement. :

Mr. Bearry: Yes, and the report contemplates that; but the Bill makes it
impossible. I

Hon. Mr. Danpuranp: You have spent millions in opening offices in central
districts in towns and cities. Cannot they be dispensed with? :

_ Mr. Bearry: Some can and some cannot. In many places there could be
joint ticket offices. That is along the line of the things that we should do." -

‘Hon. Mr. Caserain: Would not the passengers buy their tickets at the
stations? They have to go there anyway.

Mr. Bearry: That is perfectly true. The practice of having city ticket
offices has been inherited from the United States. It has been their practice for
over one hundred years to bring the ticket offices fairly close to the centres of
the cities, and we have probably over-developed that idea in Canada. I think
that if we had a uniform practice of not having them, or of limiting them, we
would not be adversely affected. '

Hon. Mr. Lynca-StaUuNTON: Do they have central offices in England?
Mr. Bearry: They have booking offices.
The CHAIRMAN: They have steamship offices.
Mr. Bearry: Yes. We have to have those. :
The CaamrmaN: Of course, you operate in the United States as well as in
Canada? ‘
Mr. Beatry: To a very slight degree, as far as railway mileage is concerned.
The CralrMAN: Do vou anticipate any difficulty by reason of any of the

statutes governing railway operation in the United States interfering in any
economy that you might desire to make, say, in ticket offices?
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Mr. Bearry: Not in that. I suppose the State Commissions have a certain
jurisdiction over the abandonment of facilities. We would have to go through
the legal formula.

The CuairMAx: Nothing we could pass here would affect it?
Mr. Bearty: No. ’

Hon. Mr. Daxpuraxp: I realize that Mr. Beatty is mainly interested in

. the C.P.R., but he has been a close observer of the workings of the Canadian

National. I see in the testimony of Mr. Ruel, the statement that the Canadian
National is running behind at the rate of $150,000 a day, which means $54,000,-
000 a year. I find also that Mr. Hungerford, who followed, declares that con-
siderable economies have been made during the last two years, and he adds:
“We have got down to this point now, that anything more that is done is going
to hurt the public.” T should like to ask Mr. Beatty if, under separate man-
agement under this Bill there is any hope of salvation, of reducing the expendi-
ture of the Canadian National to such an extent that it will do away with that
deficit of $150,000 a day?

Mr. Bearry: Not without a substantial inerease in gross earnings.
Right Hon. Mr. MricaeN: I understood you to say that there could be a

~reduction by further co-operative efforts.

Mr. Bearry: No. Senator Dandurand is asking whether or not the deficits
of the National Railways could be wiped out by co-operative effort with our.
company.

Right Hon. Mr. MricHEN: Reduced.

Mr. Bearry: No, he said wiped out.

Hon. Mr. Danpuranp: We are trying to establish an equilibrium.

Right Hon. Mr. MEGHEN: Is not this the point? Mr. Hungerford says:
“We have reduced as far as we can without impairing public service.” He was
speaking of the road as at present operated. That does not mean that if the
two roads got together to supply service they could not make reductions favour-
able to both roads.

Hon. Mr. DaxpUrRAND: My query bears on the extent of the economies
that will be accomplished, in the estimation of Mr. Beatty, under separate
management.

Mr. Bearry: Naturally they would not be as extensive as they would be
under consolidation, but we could make savings. I do not want you to take the
savings now as typical, because these are distress savings. The kind of savings
I have in mind are more or less permanent savings, due to combining  more
closely than we do now. These we estimate at quite a few million dollars a year.

Hon. Mr. BucuaANAN: You have in Western Canada a section of country
from Swift Current to the Okanagan, south of the main line, wholly served by
your road?

Mr. BeaTTY: Yes.

Hon. Mr. Bucuaxanx: Do you think it would be possible to establish zones
of that type?

Mr. Bearry: For each railway operated exclusively?

Hon. Mr, BUuCHANAN: Yes.

Mr. Beatrty: We interlock and overlap so much.

Hon. Mr. BucaANAN: The reason T ask the question is that I do not think
there is so much complaint about ecompetition or service in that area. But it
was only served by the one railroad, and there might be other sections of
Canada where the same system could be applied. It would mean the elimina-
tion of certain branch lines of the competing system.
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Mr. Bearty: Generally speaking, I would say that the non-com
territory in Canada gets as good service as any other part, sometimes be
Hon. Mr. CaLper: Mr. Beatty, during the course of your remarks
intimated that should Part 3 of the Bill come into effect you might have
suggestion to offer regarding the chairman or the umpire. Do you care
express my opinion on that now? 5
Mr. Bearry: No. I do not think I am in a position to go into it e
sively, but I do feel that if, against our protests, Part 3 was retained, we mi ight
be able perhaps in con]unctlon with the National Railways te make a su;
tion of a more workable provision. ‘That is all.
Hon. Mr. Laerp: Getting back to the draft of the Bill, is it a fair de
tion from your arguments, Mr. Beatty, that while you have no doubt whate
as to the desire and willingness on the part of your own company to co-op
you have not got the same confidence in the other fellow, and that is one
reason why you welcome the statutory provisions in Part II?
Mr, BEaTTY: On the contrary, senator, I have said, and I believe it,
I put great store on the character of the men who will be selected as S
I believe those men will be of a type that we ean work with. The statute say
that you shall do these things, you shall consult them, makes this an obligatic n
on both companies, and we propose to do it.

Right Hon. Mr. MEiGHEN: You could not possibly enforce it.
Mr. Bearry: No, but there are lots of ways of getting around this sta
if that became an issue. g
Hon. Mr, CaseraiN: What are the gross earnings per mile west of Lake
Superior and the gross earnings east of Lake bupenor'? :
Mr. Bearry: They are divided by sections, senator, and are mcorpora.ted m
the report. You will find it 2 special part of the report prepared by Mr. Loree.
He has shaded the chart with darker and lighter colours according to the 1:mﬁcx.R g
Hon. Mr, CasGrainN: It is very hard to understand. _
Mr, Bearry: Yes, but if you study it a little while it becomes clear. .
Hon. Mr. BeauBien: I suppose, Mr. Beatty, it will take some time to y
establish co-operation between two such enormous railway systems?
Mr, BeaTTY: Yes. 4
Hon. Mr. BEauBIEN: Supposing Part IIT of the Bill was not enacted now,
would it be fair to ask you after twelve months whether that amicable co-opera
tion had been put into effect?
Mr. Bearry: Yes, we certainly could tell you within twelve months.
Hon. Mr. BeauBien: Then we could judge whether amicable co-operatlon
was possible without coercion. =
Mr. Bearry: Yes, I do not doubt you would be in a position, senator, to 7
judge whether any other course would be possible. For mstance, I do not know
whether the Senate Committee, with all its wisdom, would be in a position to
sit in judgment on the rights or wrongs of the attitude of any of the trustees
or of our Board, as to whether we or they should have made a concession here
or there, or should not have. But I do know this, the financial consequences
of co- operatlon will be in process of being well known in one year.
Hon. Mr, Lamp: They will speak for themselves,
Mr. BearTy: Yes.
The CramrMaN: Anything further, gentlemen?

Hon. Mr. Lemieux: What is the tax bill of the C.P.R.?
Mr. Bearry: $7,000,000 a year,
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Hon. Mr. Lemieux: So the C.P. R is v1tally interested in reducing taxation.

Mr. Bearry: Oh, yes.

The CHAIRMAN: It has many sympathizers in that respect.

Hon. Mr. Daxpuraxp:  You have stated, Mr. Beatty, to the Committee
that no grain now moves east all-rail.

Mr. Bearty: That is true.

Hon. Mr. Daxpuraxp: You say, Mr. Beatty, that in the abandonment of
lines, which could not be done in a day, there could be a gradual reabsorptlon of
the employees affected.

Mr. Bearry: Yes, sir.

Hon. Mr. DANDU.RAND: Through retirements and withdrawals?

Mr. Bearry: Yes, sir.

Hon. Mr. Forke: You made a statement, Mr. Beatty, that I want
emphasized a little. I know the opinion prevails in the east that the branch
lines in the Prairie Provinces have been extravagant undertakings.

Some Hon. MeMBERS: No.

Hon. Mr. Forge: Yes, I have heard it said a dozen times.

Hon. Mr. CasGrain: I do not deny it.

Hon. Mr. Forge: I believe Mr. Beatty did make the statement that most
of these lines built by both companies have not been extravagant undertakings,
but have been in the interests of the railways as well as of the public.

Mr. Bearry: Senator Forke, we made a special effort to draw that position
to the attention of the Government in the memorial which we filed with them,
and I think that statement is accurately and succinctly expressed. Allow me
to read it again:—

In the policy of the company in these matters, competitive consider-
ations had only a minor part. The chief factors were the interruption
of railway construction during the War, and the rapid extension of
settlement, particularly in the Western Provinces, which followed it. In
Saskatchewan and Alberta alone the area under wheat increased from
6,993,000 acres in 1914 to 21,490,000 acres in 1930. Industrial and com-
mercial enterprises also entered new fields, and for all these, railway service
was necessary. These settlements and industries owed their existence in
a very large measure to the colonization and development work of the
company, and it was but natural that it should look forward to a share
of the traffic which they might yield. As has been said, the orderly pro-
gress of its program was affected by the action of the rival system, but the
future of the company could not have been protected if it had refrained
from following the march of settlement. The traffic returns of the new
lines up to 1930 fully justified their construction, and the falling returns
of subsequent years have been no more characteristic of the new lines than
of other parts of the railway.

That is our view.

Hon. Mr. Forkr: Thank you.

Hon. Mr. Cascrain: But, Mr. Beatty, the Duff report states that we have
only 108 persons per mile of rallwa\ That means about 25 or 30 families. How
can they support one mile of railway?

Mr. Bearry: Not for to-day, senator; but you must remember these are
pioneer lines in territory just being cottled We must anticipate these settle-
ment requirements. As you know, we have always done so even so far back as
1890. But as a matter of fact the figures placed before the Duff Commission
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indicate that in respect to branch line construction by the Canadian Pacific
in Western Canada, the returns were very satlsfactory up until the depth of the
depression.

Some Hon. MEmBERs: Hear, hear.

The CuatRMAN: Mr. Ruel made a similar statement before a Commlttee of
this House concerning the Canadian National Lines in reply to a question by
a member of the committee. ;

Gentlemen, we have had a most illuminating forenoon. Before we adjourn I
invite any person to put questions to Mr. Beatty. Now is your time. We do not
want anyone to be crowded out.

Hon. Mr. Morroy: Mr. Beatty, to boil this thing down, are you con-
vinced in your own mind that administrative amalgamation would be better
than the co-operation provided for in this Bill?

Mr. Bearry: Yes, sir, I have not any doubt about it.

Hon. Mr. RoBinson: That is a very wide statement. It would be better
for whom?

Mr. Bearry: For all of us.

Hon. Mr. Danpuranp: I should like to have an explanatlon of the word
“amalgamation.” That excludes joint management.

Mr. Bearry: “ Consolidation for the purpose of administration” were
the words used. i

The Cramman: I want to thank Mr. Beatty for going into this subject
so extensively. What he has said will assist us very materially in making up
our minds about this Bill. Probably Mr. Beatty has not seen the Bill since it
was redrafted. We have only one typewritten copy of the new draft, and per-
haps Mr. Beatty will look upon the measure in a more favourable light when
he sees the redraft. I do not know, of course, whether he would or not.

Hon. Mr. Daxpuranp: The redraft does not alter the principle of the Bill.

The CmamrMAN: I am not going to admit anything until we see the
redraft, but I think I am safe in saying that it does not alter the prineiple.
It has been moved and seconded that a subcommittee, consisting of Senators
Meighen, Lynch-Staunton, Beique and myself, be appointed to examine the
redraft. Does that motion carry?

Some Hon. Sexarors: Carried.

The Cuarman: The subcommittee will meet immediately after the sit-

| ting of the Senate this afternoon. We shall then take up the redrafted Bill,

which will be presented to the full committee later.
An Hon. SexaTtor: Has the redraft been printed?

The Cuamrman: No. The function of the subcommittee will simply be
to see if the redraft is a clarification of the intention of the Royal Commission.
I take it that you all agree that, in order to save time, the subcommittee will
have authority to 1)10ceed with the printing of the redrafted Bill if so desired.

The committee adjourned until to-morrow, Friday, November 18, at 11 a.m.
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THE SENATE,

Fripay, November 18, 1932.

The Standing Committee on Railways, Telegraphs and Harbours to whom
was referred the Bill A, intituled “ An Act respecting the Canadian National
Railways and to provide for co-operation with the Canadian Pacific Railway
System, and for other purposes,” resumed this day at 11 a.m.

Right Hon. Mr. Graham in the Chair.

The Cuarman: The large attendance convinces me that we made no
mistake in reducing our quorum. The subcommittee that met yesterday made
corrections in the Bill, and the redraft has been printed and distributed. You
will observe there are a couple of corrections in pencil on the front page. Mr.
Sclanders, Commissioner of the Board of Trade of Saint John, is here, and I
understand that he would like to make a statement. He asked me to read it
but I think it would be better if he himself read it. Will the committee hear
him?

Some Hon. SExarors: Certainly.

Mr. F. MacLure Scranpers: Mr. Chairman, this is the submission of the
Saint John Board of Trade re the report of the Royal Commission on Trans-
portation and Railways.

We have thoroughly studied this most admirable report and would respect-
fully suggest it as much too valuable and enlightening for merely restricted
circulation. - In our opinion, steps should be taken to enable its wide and gen-
eral distribution as the most effective means of impressing the imperative call
for railway economies.

As we understand that the Federal Government invites expression of opinion
concerning recommendations embodied in the report, may we venture to avail
ourselves of the opportunity with regard to the following:—

Arbitral Tribunal:

We are particularly interested in the matters that fall within the jurisdie-
tion of this Tribunal, and especially, the undernoted:—
(@) Joint use of terminals.
(b) Running rights and joint use of tracks where there are actual or func-
tional duplications, or where such may be avoided.
(d) The joint use of facilities where this would promote economy or permit
the elimination of duplicating or unremunerative services or facilities.
(f) Pooling of any part or parts of freight traffic or of passenger traffic.

We feel confident that the prudent application of such powers would prove
exceedingly productive of numerous and substantial economies attainable with
minimum inconvenience or hardship to both railways and public. In our opinion,
the Arbitral Tribunal is thoughtfully conceived and should operate to real
National advantage.

The recommendation is that this Tribunal be composed of one representa-
tive from each of our two railways, with the Chief Commissioner of the Board
of Railway Commissioners as Chairman, or his substitute; but, with all defer-
ence, we are conscious of misgiving because of the fact that two or the three
members of the Tribunal are railway representatives. Further, while the
Tribunal is certain to deal with matters of greatest importance to the public, we

respectfully submit that the right to appeal from its decisions should not be
withheld.
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Trustee: , = 8
The report recommends that three Trustees be substituted for the present

Canadian National Railways Directorate, and that one of such Trustees be
Chairman; also that the majority of the Trustees will govern decisions—pro-
vided the Chairman be one of such majority. ; - T
While fully realizing the thoughtful and obvious purpose of the Royal
Commission to exclude sectional and such other aspects as might reflect against
the best achievement of the Trustees in the National interest, we would respect-
Grand Divisions now constituting the basis of Senate representation. The fifth
fully suggest that their number be increased to Five—one for each of the four N
member, or Chairman, should be appointed by Parliament, in our opinion. L
In this connection, might we impress that our suggestion implies the
appointment of a Trustee for each Grand Division; not by or from each
Grand Division. : .
The reason for our suggestion is recognition of the fact that each section
of Canada has transportation problems peculiarly its own and concerning all
of which it seems unreasonable to expect any one person to be fully informed.
Therefore, we feel that a good national purpose would be served did each
Trustee specialize with regard to the transportation problems of a particular
division. Thus, while striving in the national interests, the Trustees would
have—within themselves—an equipment of specialized information likely to
prove most valuable to all Canada. 3
We feel it imperative that these Trustees be men of the very highest quali-
fications and personal character; and we are confident that the intense national
seriousness of their duties may be accepted by the people of Canada as absolute
assurance that only the very ablest, best men will be appointed and that party
political pressure will not be permitted, for one moment, to influence their
selection, i
In the above connection, we wholly endorse the following recommendation
in paragraph 283, page 63 of the Commission’s Report:—

Senators and members of the House of Commons and persons holding
or having within five years held office or place of profit under the Crown
in the right of the Dominion or one of the provinces of Canada, should
be disqualified for appointment. (As Trustee.)

Intercolonial Railway:

We most earnestly urge that the exceptional conditions attaching to this
railway should be completely restored and carried out in letter and spirit. For
years these exceptional conditions have been neglected, and the Intercolonial
has been operated as though it were an ordinary portion of the Canadian
National System.

As you are aware, the Constitutional function of the I.C.R. was inter-
provincial trade development. To that end, it carried commodities at freight
rates designed to compensate in effective measure for Maritime remoteness from
the main markets of this Federation, in Central Canada. Consequently, the
railway never was expected to operate as a commercial enterprise, for which
reason it was not placed under the jurisdiction of the Board of Railway Com-
missioners until recent years; and, with all respect, it never should have been.

In support of above, may we quote from the top paragraph, page 77, of
the Report of the Royal Commission:— . :

So, if to-day, the Intercolonial, forming with the National Trans-
continental Railway, the Eastern Lines of the Canadian National System,
seems to present many of the aspects of commercial failure, it should be
remembered that its economic defects are to a great extent inseparable
from an origin that had its roots, and remains rooted, in the broader

considerations of public policy.
55144—13
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In the Duncan report there is clear and definite mention and recognition
~ of the exceptional conditions attaching to the Intercolonial Railway. Similar
'  pointed reference and recognition are also embodied in the preamble to the

I, ~ original Maritime Freight Rates Act. However, the subject is one concerning

which your own intimate knowledge renders unnecessary any further enlarge-
ent.

2 Nevertheless, we very earnestly urge that, if appointed, the rustees recom-
mended in the Report of the Royal Commission, at the outset, do definltely
and completely, for all time, establish the exceptional constitutional conditions
attaching to the Intercolonial Railway. We would most respectfully submit
this as of greatest importance; and, we are confident that you will not deem
our request either unreasonable or untimely. Prior to the commencement of
their duties, the Trustees should be clearly instructed on the whole matter.
This, in fairness to the Maritimes and in protection of their interests in this
Confederation.

Accounting Methods:

We were particularly gratified to mark the following paragraphs on page 17
of the report:—

The Maritime Freight Rates Act, 1927, as applied to the Canadian
National Railway accounts, results in the exclusion of all operations of
the company east of Levis from the system figures and the production of
a separate operating return.

No good purpose is served by such a division in the accounts, and a
great deal of confusion arises through the present method of presenting
two separate deficits.

This Commission is of the opinion that the Maritime Freight Rates
Act should be applied to the Canadian National Railways in a similay
manner to that of other railways within the territory described in the
Act, and that steps should be taken to provide for the inclusion of Cana-
dian National Eastern Lines operating accounts as part of the System

accounts, so that the Canadian National Income Deficit shall be all-
inclusive.

Under the present system, and in accordance with the Maritime Freight
Rates Act, as you are aware, the amount of the 20 per cent freight rate reduction
on the Eastern Division—which also covers all territory east of Levis and
Diamond Junetion, in the Province of Quebec—is slumped along with the
operating deficit on the division, including that of the Prince Edward Island
Ferry and the Island Railways—constitutional obligations. Consequently, the
sum annually announced as required under the Maritime Freight Rates Act,
very greatly exceeds the cost of the 20 per cent freight rate reduction. Thus,
the general public is given an inaccurate and misleading coneeption of such cost.
We respectfully submit the circumstance as detrimental to the Maritimes, and
are much encouraged by the views of the Royal Commission thereon.

Preamble to Maritime Freight Rates Act:

Ere leaving this matter, might we point out that in the revised statutes, the
preamble to the original Act is omitted. This we protested at the time—
unavailingly. The preamble explains why the Maritimes and Eastern Quebec
received the 20 per cent freight rate reduction, and, in fairness to them, certainly
never should have been left out. Because of the unusual nature and importance
of the Act, the preamble is an essential part thereof, and should be duly restored.
We do trust this will be done.

The Transcontinental: It was recognized and agreed that, by reason of
~special construction and very low grades, the Transcontinental Railway could
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haul traffic at exceptionally low rates. Might we venture the opinion that the
employment of this line in the fulfilment of the purposes for which it was built
at great cost, would enable transportation economies of very material impor-
tance. However, we well know that this outstanding aspect of our National
Railway problem iz not at all likely to escape your earnest consideration.

May we say in conclusion that we are sincerely conscious of the very real
seriousness of the railway problem with which you are now striving, and we
assure you of whatever little co-operation we might be able to give—in the
national interest.

I thank you, sir. :

The CuamrMAN: Gentlemen, you have heard this presentation of the Saint
John Board of Trade. Do you wish to ask Mr. Sclanders any questions? If
n}?t’ g?l ;vill proceed. Does any person else wish to say anything pertinent to
this Bill?

Mr. GorpoN McLrop Prrrs: Mr. Chairman, I should like to make a presen-
tation to the Committee. I am an engineer and architect of Montreal. I am
not connected with any railway or any other organization. I have given some
consideration to this Bill.

The CaalrMaN: Is what you wish to say pertinent to this Bill?

Mr. Pirrs: I think it is.

Hon. Mr. Lamirp: Have we closed the presentation of the Saint John
memorial? ;

The Cuamrman: T asked if any persons had any questions to put to Mr.
Sclanders. 1 paused a couple of minutes, but no one came forward. Shall we
hear Mr. Pitts? .

Hon. Mr. DANDURAND: A question arises, Mr. Chairman, as to the scope of
this inquiry. I suppose everyone is invited to give his opinion, but it seems to
me that if any person wishes to present his own private views he should submit
to the Chairman the day before a short memorandum of the ground that he
intends to cover.

The CuAlIRMAN: That is not Mr. Pitts’ fault. He did not place before me
a mere synopsis, he put on my desk his whole presentation, but as I had to be in
this room in three minutes I could not very well do anything more than ask
him to appear before the Committee and obtain leave. I would suggest, if it
is agreeable, that we allow Mr. Pitts to proceed, and as he goes along if we find
his views are not pertinent we can stop him. Will that be agreeable?

Some Hon. SexATORS: Carried.

Mr. Prrrs:  Right Honourable Mr. Chairman, honourable gentlemen of" the
Senate, I beg to avail myself of the privilege of appearing before your com-
mittee to make the following presentation in connection with the Canadian
National—Canadian Pacific Bill, which you now have under consideration. I do
this as a private citizen, having no connection or consultation directly or indirectly
with any railroad company or transportation enterprise.

I wish to congratulate the Government of this country on the eminently
practical manner in which they have approached this important question, and on
the able and representative personnel of the Royal Commission they appointed.
It must bring no small measure of satisfaction to the Premier of this country
that a policy which he enunciated some years ago on the oceasion of his accept-
ance of the leadership of his party, should in these later days, be confirmed by
the independent findings of a Royal Commission, based on months of technical
research and numerous official and popular presentations across Canada.

During October and November of 1931, before the Royal Commission
assembled, I took the opportunity of preparing a general review of transportation
facilities in Canada, which has been accepted as an unbiased statement of
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~the present position and future possibilities with respect to these national import-
~ ant undertakings. For the benefit of those members of this Committee who have
not had the opportunity of familiarizing themselves with that monograph, I
| would quote the following summary. This summary deals with airways, water-
~ ways, highways and railways.

4 I will now proceed to the part headed: A solution of the railroad problem.
Whereas it is apparent that the problems of the other carriers are susceptible to
a simple solution and regulation, the railroads present a much more complicated
- get of conditions. The present depressed condition of their business reflects that
of nearly every other business in the country, with some of the mistakes of the
Wheat Pool thrown in for good measure.

If the return of normal business was all that was necessary to bring railroad
transportation back to solid ground, the answer would be to hold on and wait
for the turn. Unfortunately, the depression has clearly indicated some funda-
mental misconceptions in our railroad policy for which a truly economic and
practical solution must be found at once.

A great deal has been made in certain quarters of the undermining influence
of the truck traffic on the business of the railroad, but in Canada the trouble goes
deeper than this comparatively new and at present superficial competition. As
far as truck competition is concerned, the railroads must recognize it, when
properly regulated, as a legitimate competitor, and if they need the business
being done by the truck, they must plan to regain it by giving equal or better
service.

In the past, speed has been considered a feature of passenger traffic. In the
future, speed and frequency must be particularly applied to the movement of our
commodities. Whereas the hundred-car train may be an economic unit on the
ton-mile basis for the movement over long hauls of bulk commodities such as
wheat, coal and lumber, our other industrial and farm products will have to
be more rapidly and frequently circulated in small train units, with smaller,
speedier engines, special container cars, for certain purposes to reduce packing and
handling, and providing a door to door service in combination with the railroads’
own truck system. A service which involves delays to make up a car load, or
holds a car to make up an economic train, cannot compete with a unit like the
truck which loads and leaves.

Short haul business will be handled directly by truck. The longer hauls
will be taken off the highway by combination with the rail systems through
container cars, thus relieving congestion and realizing an economy in highway
maintenance, truck upkeep and personnel. By and on account of the develop-
ment of the use of trucks, the railways will redesign and rearrange their freight
terminal facilities to expedite delivery and bring their services up to date. Thus
it is apparent that railroad freight terminals, within metropolitan areas, are
being antiquated by truck operation. Trucks will also be used as rail feeders
and in new territory to avoid the expense of rail right of way till the develop-
ment of the section warrants such a permanent construction.

Modern passenger traffic, generally, is working into the long haul, chair
car, sleeper and diner class of patron, who travels in comfort and is willing to
pay for it. Buses are bound to draw a certain proportion of the short and
medium haul traffic by reason of their pick-up feature. If the railroads desire
this business and consider it a paying proposition, they will have to put buses
on the highways. Over the longer hauls the railroads could, by interchange with
their trains at suitable points, provide a combination service of a quality, speed
and frequency beyond the possibilities of any small bus company. :

As to private motor traffic, a large proportion of these travellers never did
and never would use the trains to any extent. The rest is lost business, which
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no activity on the part of the railroads can re-establish. Thus we find that,
properly applied, motor transport may be made complementary rather than
competitive to our railroad systems.

The pertinent questions which present themselves in the search for a solu-
tion of our railroad situation, are as follows:

First, are the labour schedules at present in forece by the railroads
‘in line with present living conditions and the services rendered? The
McAdoo Award on which they are based has been suspected of being a
political gesture.

Second, with due respect to the findings and rulings of the Railway
Commission, are we paying the railroads the price this type of service is
worth, in view of the investment it has been necessary to make in these
enterprises to provide it?

Third, is it possible to contrive a system of control which will
definitely and for all time place the Canadian National Railways beyond
the influence of political log-rolling and petty patronage.

Hon. Mr. GriesBacH: What Mr. Pitts is giving us is very interesting. It is
a thesis on railway transportation, and might well be directed to the attention
of the new Trustees for their consideration; but I think the Chairman should
bring the speaker down to the actual terms of this Bill.

Hon. Mr. Lairp: Can you deal with the principle of the Bill?
The CrAIRMAN: Are you able to shorten your remarks a little, Mr. Pitts?

Mr. Prrrs: I will come to the Bill in two or three minutes.
(Continues reading)

Fourth—Is it possible to conceive a system of administration whereby
a Government-owned utility can operate in fair competition with a
privately-owned concern?

Fifth—Is it possible that such administration might have the capacity
of adjusting and combining the best features and facilities of our two
railroads to their mutual advantage, and in such a manner as to give an
adequate and improved service without an increasingly heavy charge on
the taxpayers of Canada?

Sixth—Is it possible to carry out such a combination and co-opera-
tion of these carriers without the Canadian people having to purchase
another railroad?

Seventh—Can a system be devised for the budgeting of expenditures
on our transportation systems of every class, which would guarantee such
expenditures not to exceed the limits of our purse and have some relation
to the value of the service the utility provides?

Eighth—Can we look forward to an immigration policy which will
add, at a reasonable rate, to the population of our country, a desirable
class of citizen, which can be assimilated into our national life and join
with us in developing this great country?

Ninth—Are we, as a country, responsible to the shareholders of the
Canadian Pacific Railway for a proportion of their dividends in view
of the Government’s subsidized competition in the railroad business?

Tenth—Can the principle of Service-at-Cost, so effectively applied
to such utilities as the Montreal Street Railway, be applied in any degree
to the solution of our transportation problem?

Consideration of the foregoing, points to a system of co-ordination
and co-operation of the services of these two great railroads in such a
manner as to permit, of the common use of right of ways, terminal facili-
ties and certain equipment to their mutual advantage and the elimination
of all duplication and competition.
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To this end a super-directorate should be formed of seven persons,
three appointed by each railroad, including their Presidents, the seventh
to be appointed by the present Royal Commission, and chosen for his
technical ability and freedom frem political affiliations.

The CHATRMAN: You mean the Royal Commission that has made its report?
Mr. Prrrs: Yes. This was written before the Royal Commission was called

Hon. Mr. Daxpuraxp: Did you submit that to the Royal Commission?
Mr. Prrrs: Yes, sir.
(Continues reading)

The proportion of business of the two roads should be determined
over the period of the last ten years and would indicate an approximate
ratio of ten by the Canadian National Railways, to eight by the Cana-
dian Pacific Railway. It would be the function of the super-directorate
to allot the railroad business of the country to each organization in the
above proportion, on the basis of properly prepared schedules, adjusting
the use of rights of way, carriers, etc., in an eccnomic and equitable
manner. Thus the element of competition would be removed, but all the
guarantees of service quality would be retained. The rail facilities only
of the companies would be included under this scheme. Each company
would generally administer its business as at present, under the general
supervision of the super-directorate. There would be no combination
of the capital structures of the two systems. In fact it would be advan-
tageous to leave the Canadian National capitalization, as at present con-
stituted, as a constant reminder to the over-enthusiastic proponents of
public ownership.

The activities of each road, which investigation proves to be non-
essential and non-remunerative, should be discontinued. Traffic of the
National lines, which previously has been turned to foreign companies,
should be directed, in as far as possible, to Canadian organizations, such
as the Canadian Pacific Steamship service.

Hon. Mr. Parent: Mr. Pitts, I do not want to interrupt you unnecessarily,

but did I understand you to say that these representations you are now making
were placed before the Royal Commission?

Mr. Prrrs: Yes, sir.
Hon. Mr. Parent: Were any of vour recommendations accepted by the

Royal Commission?

Mr. Prrrs: I do not suggest that, sir.
(Continues reading)

In as far as practical, rates and routings should be adjusted between
the roads to insure as great a volume as possible of our Canadian products
passing through Canadian ports.

In combination, the roads can devise means and utilize their facilities
to offset the competition from the highways of which they at present com-
plain. An analysis should be made of transportation costs with a view to
the service receiving the return it is worth, having in mind an equitable
adjustment of the long haul rate, especially in winter, to meet the short
haul competition of the highway. Some modification of the service-at-
cost, principle might conceivably be applied.

Hon. Mr. Don~eLLy: I fully agree with the remarks of Senator Griesbach,

but T would go a little further. Mr. Pitts’ essay—if I may call it that—is very
interesting, but if we are to establish a precedent that we are to hear every
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individual who thinks he has sound views on this railway question we shall never
get through with our work. Mr. Pitts’ recommendations were submitted to the
Royal Commission and I suppose are embodied in the evidence. I do not see
any necessity for such a duplication of the recommendations as we are now
hearing, and I think it is time that Mr. Pitts was informed that it is not neces-
sary for him to appear before us.

Right Hon. Mr. MEtGHEN: Mr, Chairman, I have not read Mr. Pitts’ state-
ment in the Commission’s proceedings, but still it may be there. Although I
find it very interesting I must say that we are hardly justified as a committee
in listening to a repetition of the evidence that was given before the Commis-
gion. May I make a suggestion? If Mr. Pitts would be good enough to let me
have the document that he is reading from I shall be glad to have it studied,
and give it some study myself, and later to report to the committee as to what
features of the submission appear really to affect the consideration of the Bill.

Some Hon. Sexators: Carried.
The CuairmAN: Was this presentation made to the Royal Commission?

Mr. Prrrs:  The portion which I was reading, which has to do with this
Bill, was given before the Royal Commission, but the portion which imme-
diately follows was not given before the Commission.

Hon. Mr. LyncH-StaUNTON: Can you not summarize it and leave it to
Mr. Meighen? We have a lot to do, you know.

Hon. Mr. Danpuranp: Can you give us your conclusions?

Mr. Prrrs:  They follow immediately after.

Hon. Mr. Danpuranp: But you seem to have a number of pages there
and I would rather that you stated your conclusions in a few minutes.

Mr. Prrrs: 1 will be glad to do that, but I am not able to state them as
clearly as they are stated in the document. The presentation to which you
have just listened was eirculated very widely throughout Canada, to Dominion
and provineial members of Parliament and Government officials, boards of
trade, chambers of commerce, highway associations, motor organizations and
industries, railway officials, technical societies and public and private eclubs.
It has been printed and reviewed by the newspapers and financial press and
delivered before clubs and other bodies, and was very favourably received.
I do not suggest that the basie principles of the presentation I have made to
vou form the basis of the Royal Commission’s report, but there is a close
resemblance between the two. The real significance lies in the fact that this
presentation has been received with approval and appreciation wherever it has
been sent and indicates that on the normal cross-section of public opinion,
as provided by its wide distribution, the people of Canada are most favour-
ably disposed to a transportation policy as outlined in the recommendations
of the Royal Commission. Numerous suggestions have been received from
various quarters as to how the railway problem could be solved.

Hon. Mr. Ly~xcH-STAUNTON: Come down to the Bill.

Hon. Mr. Lamsp: What are your criticisms of the Bill?

The Cuamrman: I would suggest that you confine yourself to the main
features of the Bill, and then leave your manusecript with Senator Meighen,
as he asked you to do. Perhaps the main features of the Bill have to do with the
tribunal and the arbitrary powers. Have you anything to say on those matters?

Mr. Prrrs:  Yes sir.

The CHAlRMAN: Another important feature has to do with the size of the
board of trustees.

Mr. Pirrs:  The Royal Commission report recommends that three trustees
should be appointed to manage and direct the affairs of the Canadian National
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~ Railways. In view of the success which has been attained by the Canadian
Pacific Railway, under the administration of a larger board, it might be advan-
tageous to increase the number of this board to five. The qualifications for the
| membership on this board should conform with the requirements of the second
. paragraph of section 203 of the report, and should include a proper and adequate
experience in railroad management, operation and finance. The full qualifica-
| tions should be drawn up by the Governor in Council. On the basis of such
qualifications, the railway commission should make nominations to the positions
on the board, the nominations to provide two candidates for each office. The
final selection for the board should be made from these nominations by a ballot
vote of the combined Houses of Parliament.

With regard to the super-directorate—I use that term because it is the one
I am familiar with—

The CaARMAN: That is the tribunal you are speaking about?

Mr. Prrrs:  Yes, the arbitrary tribunal. The report recommends that it
consists of three persons. In view of the fact that the report suggests that the
directors of the Canadian Pacific meet with the trustees of the Canadian
National at regular intervals, it would seem advisable that this body should be
increased to three representatives from each road, and that these representatives
should meet at regular intervals, and when emergency arose they should adjudi-
cate. In the event of an impasse between the two interested parties, the super-
directorate would elect a seventh member to their body and he would act as
chairman on the matter in question. Should they fail to come to an amicable
decision as to the proper person to perform this function, they should settle the
selection by nominating from each Board two nominees, and should have a pro-
portional ballot vote which would mathematically determine who the represen-
tatives should be. Should this fail, the Chairman of the Railway Commission
could make the appointment.

The other point T wish to make is this. Under the super-directorate the
most important question concerns the subdivision of the business of these two
railroads. In the monograph I have attempted to review I brought out the
proportion of ten for the Canadian National and eight for the Canadian Pacific
Railway. It may be that these proportions are not sound, as part of the
business obtained by the Canadian National was obtained under uneconomie
pressure. But in view of the fact that this is the best way, in my opinion, to
handle these operations, you must take the transportation business of the
country and divide it between these corporations; and it will be the work of
that super-directorate to make such division.

The CrAamrMAN: Now, that is all. Mr. Pitts has to say under our sugges-
tion. I rather think some of his suggestions have merit, whether we can deal
wi&:h Hledm or not. I presume that now we had better proceed with the Bill as
redrafted.

: Hon. Mr. Daxpuranp: Mr. Chairman, before you proceed to read this

‘Bill to discover whether the committee agrees with the redrafting or not, it
seems to me that we could well hear the leader, who is in charge of this Bill,
as to the procedure to be followed before we begin discussing the principle of
the Bill. T am not very much interested just now in the draft form of the Bill.
I know that we are proceeding with the Bill and accept it generally. I wonder
if Senator Meighen has any view to express as to the parties that we should
hear before we come to a general discussion of the principle of the Bill? We
have heard the Canadian Pacific Railway. Will we hear the Canadian National
Railways or other parties before we close our inquiry and start discussing the
principle? I wonder whether we are not losing time just now in going again
. through the Bill before knowing the opinion of the majority of the committee
as to the principle underlying it.
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Right Hon. Mr. MeGaEN: Mr, Chairman, it is always somewhat difficult
to put in a few words a single principle and to say that it is the one principle
contained in a measure. The practice has been—I have no doubt it is the
same in the Senate as in the Commons—to consider the principle of the Bill
adopted when the Bill receives its second reading. In respect of this Bill that
has already been done. I do not want to stand too rigidly upon that practice.

Hon. Mr. Danxpuraxp: We have not adopted the principle,
Right Hon. Mr. MerGHEN: We have passed the second reading.
Hon. Mr. DANDURAND: Subject to an inquiry.

Right Hon. Mr. MEiGHEN: Subject to the usual inquiry, or rather, I should
say, an extraordinary inquiry in committee as to all features of the Bill.

If T were to attempt to define the principle of the Bill, I would say that
it is to secure economies in railway transportation in Canada by means of
co-operation between the two great systems. That is the only single principle,
I think I may say, which pervades the whole measure, and I do not think I am
exaggerating when I say that has been adopted. The principle of the Bill, if it
can be so defined—and I know of no other way of defining it—we are all agreed
to. I am assuming, therefore, that we are not seriously considering in this
committee some new principle such as the securing of certain economies by
amalgamation. I ask the committee to take it for granted that we are all
seeking to secure the essential, imperative economies—by co-operation between
the railways themselves—by providing for that in a statute.
Now, if I have made myself clear, I will proceed. There are two or three
different features of the Bill, all directed towards the one great end. The main
features are, first, the establishment of the Canadian National under the prin-
ciple of a trusteeship within narrow bounds, three being specified here, instead
of the present diversified directorate, as one might call it. The second prineiple
is the statutory direction to the roads that they are to work to the end of
economy along certain definite lines, and that they are at liberty to economize,
by co-operation, along other lines that cannot be so specifically defined. The
third is that if, having made an effort, they fail, the arbitral tribunal shall
decide any dispute which arises between them and which may be referred to
that tribunal by one of the parties. There is no principle which compels either
party to make such reference. The fourth is that the judgment of that tribunal
is final, subject only to appeal on questions of jurisdiction. Those are four
I(io%tes by which this Bill seeks to attain the goal that I first of all set out to
efine. z
My suggestion as to our present procedure is this. Should there be any
further delegations affected by any portion or section of the Bill, or requesting
that any of the four methods that I have outlined, or any of the minor ones that
I have not outlined, should be altered, we may still hear them. We could hear
them now. If there are not, I do not see how we can do better than by proceed-
ing to consider the redrafted measure—not with a view to passing the clauses
finally now, because we cannot feel thoroughly safe in passing them until we have
heard important delegations—but with a view to a more complete comprehension
of the Bill itself. The contents of the Bill as redrafted are not different, but they
are expressed by a very different wording and by additions, and the proposals
contained in it are placed before the Committee in a much more definite and
attackable form. I think we ought to be able to conclude this phase of the con-
sideration to-day. Inasmuch as our anticipations of a week ago have been dis-
appointed, in the fact that we will not be able to adjourn this week, and those
anticipations having been the basis upon which we sent word to the Labour men
and to the Maritime delegation that we would hear them after the adjournment,
I would suggest that we have a message sent to them intimating that we would
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| be pleased if they could come before us next week instead of waiting until after
| the adjournment. It may be that it will be within their power to do so. If so we
| shall get some expedition and I hope we may be able to report this Bill from the
| Committee before Parliament adjourns. It may turn out to be impossible. I
| should not like to force the situation against the wishes of the Committee, but
we want to be in a position to show the people of Canada that we are dealing
expeditiously with this Bill, and not rambling along indefinitely and vaguely,
| hoping that sometime perhaps we shall be able to report it. We want to show
| them that we are doing our work thoroughly and as fast as we can, subject to -
| hearing, as soon as they can appear, all those who have a right to be heard. It
. seems to me that at present we can best use our time by going into the provisions
~ of the Bill as they now stand. :

The CHAIRMAN: As a matter of fact, I presume that this Bill as reprinted
is the report of the subcommittee to the Committee that appointed them.

Right Hon. Mr. MEIGHEN: Yes.
The CuarMaN: This is the work we did yesterday.

Hon. Mr. Daxpuranp: Mr. Chairman, I am inclining strongly to the view
that under this Bill we shall not be able to effect the economies that will bring
equilibrium in the finances of the Canadian National Railways. It will be most
difficult to reach the necessary depth in economies while we maintain competition.
Yesterday you heard the President of the Canadian Pacific Railway state that
under competition the abandonments of duplicating lines would be less than 2,000
miles; while by co-ordinating the two systems some 5,000 miles could be aban-
doned.

With the special interests of the Canadian National and Canadian Pacific
divided by competition, I am very much afraid that we shall not be able to cure
the evil which we are now trying to cure. Therefore to-day or next week I should
like to ask the Committee whether they would not favour joint management of
the two railways, say, for fifteen years. I believe it will take five years to effect
co-ordination, and another five or ten years to bring the two systems into working
order under joint management. I feel confident that that is the cure.

Yesterday I did not contradict Senator Meighen when he said that this was
not the opinion of the Royal Commission. I have read two or three hundred
pages of the evidence taken before the Royal Commission, and all through it I
note that the Commissioners hesitated to recommend such a scheme because they
feared public opinion. Well, I think the Senate can be a little bolder and go as far
as the Royal Commission would have gone if they had not felt that public opinion
would condemn ultimate amalgamation of these two railways. It seems to me
it would be for the Senate to go a step further and recommend a more certain
cure of our present railway evil. It is because I am so doubtful of the results of
the operation of the two systems under this Bill that I suggest the Senate should
have the courage to say: We will give joint management of the two railways
to a certain number of directors appointed by the Canadian Pacific Railway and
by the Canadian National respectively.

I have heard it said that we should not be able to find as delegates of the
state men who would measure up to the standard of the Canadian Pacific Rail-
way directors. Well, no one around this table has so expressed himself, but if it is
felt here that that difficulty would arise is it not a clear condemnation of the
state ownership principle.

By this Bill we are making a start in the right direction, but for the fact
that it is complained that we are undoubtedly invading the charter rights of the
private company. Under a system of joint management I think that grievance
would disappear. I challenge anyone around this table to rise and say that the
end we are seeking would not be more surely effected by joint management. than
by the principle of the co-operation embodied in this Bill
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It is claimed that the people have a suspicion that after ten or fifteen ye:
of joint management there will be an amalgamation of the two railways. Well,
if such an amalgamation is good for the country, let it be so. -

Hon. Mr. Lyncu-StaunToN: Will you explain what you mean by joint
management, senator? A X

Hon. Mr. DaxpvranDp: I think in 1925 my friend helped to draft the recom-
mendation suggesting joint management of the two railways, and it was passed
unanimously by the Senate. We declared—I cited it in the speech I made in
the Senate last week——that there should be joint management of the two rail-
ways by a board composed of five representatives for the Canadian Pacifie
Railway and five representatives for the state, and that those ten could select
five more members. 1 am not wedded to the form of that recommendation, for
perhaps a joint board of ten would suflice. Under such management we would have
the two systems administered in the best interests of all concerned. And there
would be this added advantage, that you would have the incentive for gain
furnished by the private ownership representatives. This scheme would not be
a monopoly of private ownership or a monopoly of state ownership, but an
administrative union of the two systems. It may be suggested that this adminis-
tration would mean that the private ownership principle would dominate. Well,
if it dominated to the extent of saving us from the constant bleeding of the
public treasury that we have had during the last few years, I think its domina-
tion would be welcomed.

Right Hon. Mr. MriGaEN: Senator Dandurand, would you mind answering
this question? That report also recommended that the country guarantee to the
Canadian Pacifiec a dividend of ten per cent. If yesterday I understood the
President of the Canadian Pacific correctly, he intimated that it was because of
that guarantee, or because of other features of the report, that the Canadian
Pacific felt they would acquiesce in it and submit to this invasion of their com-
plete authority over their own system. Would the senator approve now of
giving that guarantee?

Hon. Mr. Daxpuranp: As I was listening to Mr. Pitts a few moments ago,
I had this very question in my mind. I stated in the Senate recently that we
had made our recommendation in 1925 because the Canadian Pacific was earn-
ing its dividends at the time, and that probably we would not have made the
same recommendation if the present conditions had existed then. The Canadian
Pacific is not earning its dividends, or hardly so— ,

The CHAIRMAN: Are you sure it was earning them then? I know it was
paying them.

Hon. Mr. DaxpuranD: Well, it was paying them and I think it was earn-
ing them. Of course, it is the principle that I want to lay before you and ask
the Senate to pass upon. I fear that within a few years we shall be face to face
with the necessity of re-solving the same problem, and that we may have to go
a little farther in the direction of joint administration if it is not now accepted
by the Senate. In my opinion, if the two systems were joined together and
reorganized as suggested by Mr. Beatty, Sir Henry Thornton and Mr. Ruel, the
resultant economies, due in part to the abandonment of certain mileage—roughly
60 per cent of which abandonment would be by the Canadian National and
40 per cent by the Canadian Pacifie—would bring about such a rehabilitation
of the Canadian National that probably the Canadian Pacific would accept an
equal division of earnings. We shall hear a great diversity of opinions concern-
ing the administration of the two roads, but we already have the opinion of
Mr. Beatty, Sir Henry Thornton, Mr. Ruel and- Mr. Hungerford as to the action
that should be taken with a view to solution of the problem. It seems to me
that we need not go much farther, because these men have been connected with
the inside workings of the Canadian National and know the difficulties that
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~ have to be faced. Perhaps few honourable senators who are sitting around this
table have read the opinions of Sir Henry Thornton and Mr. Ruel. Mr. Ruel
was for some thirty years with the Canadian Northern and he went with the
Canadian National when it was incorporated. He says that the people do not
realize the very serious situation that exists, and he cannot see salvation in
anything but joint management of the two railways.

‘ Hon. Mr. Forke: May 1 interject a remark? I have read the evidence
| of Sir Henry Thornton and I think this Bill is very largely based upon his
| statements.

Hon. Mr. Danpuranp: Yes, to a certain extent, but if you will read the
opinions of Sir Henry and of Mr. Ruel, both of whom have been interested in
the financial aspect of the Canadian National Railways problem, I think you
will agree that they think the chances of failure instead of success are nine out
of ten unless the two railways are brought closer together for administrative
purposes. I believe that if the two railroads are administered by a joint board
that the consequent economies will place the Canadian National on a proper
level with the Canadian Pacific and that probably an equal division of earnings
would be agreeable to both roads. I speak with some hesitancy on this point.
It would be a matter to be agreed upon by both interests.

Hon. Mr. Murpock: I was under the impression that on the second reading
of this Bill we had decided upon the principle of: Amalgamation never, co-opera-
tion ever. It seems to me that, if we did so decide, we are a little out of order
now in undertaking to consider this proposal of Senator Dandurand. Unques-
tionably the net cost of railroad transportation to the citizens of Canada would
be less under Senator Dandurand’s proposal than under the plan provided for
by this Bill. But are the people of Canada in favour of Senator Dandurand’s sug-
gestion? Do they want to sacrifice real competition as between their own rail-
way and the Canadian Pacific Railway? I hope no one will charge me with
being biased or prejudiced in favour of a government-owned road, for I have
in my pocket a leave of absence as an employee of the Canadian Pacific Rail-
way of over forty-two years’ standing, and it has been one of my proudest boasts
that I am an employee of that road. But we have before us something far bigger
and broader, it seems to me, than the conservation of the rights of one great
privately owned utility. Unquestionably if Senator Dandurand’s proposal were
put into effect the result would be a sure thing for one railway system and a
very uncertain thing for the other. I do not believe that the people of Canada
want us to do anything with this Bill that would result in unduly handicapping
the Canadian National Railways.

Senator Dandurand intimates that his plan would possibly give the Cana-
dian National a chance to make a better showing. Would it? No. The Cana-
dian National is loaded down with a debt upon which it is almost impossible
to earn a reasonable return, under present conditions, and Senator Dandurand’s
method would further handicap the road as an earner of reasonable dividends.
Why? Because a great system, in which we all take pride, would have to
“ get its first,” if I may use that term without being unfair.

: Hon. Mr. Daxpuranp: But the two roads would be in partnership. The
gain of one would be the gain of the other.

Hon. Mr. Murbock: I have been long enough in the railway business to
know that sometimes partnership means leaning a little more towards Martha
than towards Mary. I do not think that we in this committee should now
seriously consider the proposal put forth by Senator Dandurand. So far as Parts
I and II of the Bill are concerned, I think that on the second reading we were
in general agreement with the principles proposed and outlined. We are now
considering a redraft that was prepared with a view to making more clear and
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concise the intent of Parts I and II. It may be that Part III will not stand as
it is. We heard Mr. Beatty earnestly objecting to it yesterday. If the people
of Canada can get all the real co-operation that they desire between the two great
railways, Part IIT may not be necessary. It certainly might be worth seeing
how far the roads would go, in the interests of themselves and of the people,
before we place them under the responsibility and the control outlined in Part III.

Mr. Chairman, I should like to have it definitely decided here whether I am
right or wrong in believing that on the second reading of this Bill we had
adopted the principle of: Amalgamation never.

Hon. Mr. Danouranp: When I spoke in the Senate I said that in giving
the Bill second reading we were not necessarily approving what the leader of the
Government had stated and we were not binding ourselves to accept the principle
of the measure. It was understood that the Bill would be discussed in com-
mittee. It is now before us for examination and discussion, and it is proper
to hear any suggestions that can be put forward with respect to it. I am not
bound to agree to the principle of the Bill because the second reading was given
in the House; I made that reservation.

Hon. Mr. CasGraiN: Question.

The Cumairman: Well, gentlemen, you have heard Senator Dandurand. A
Bill has been presented to us. The Senate sent it on to this committee for con-
sideration. I think we are agreed on the principle that something ought to be
done to relieve the situation. If we feel that we do not want this Bill, we can
stop it on the first section, or it can be moved now that we report against the
Bill.

Hon. Mr. Danxpuranp: I have said, of course, that I think the Bill goes in
the right direction, but I feel that it does not go far enough, and I think we
should go further.

Hon. Mr. Goroox: I move that we go on with the consideration of the Bill.

The CaarmaN: You do not need to do that. We are already considering it.

It is a big problem, gentlemen. You will have plenty of time to move
amendments when you come to the clauses that have the “ interiors ” in them.
Perhaps we will change the whole digestion of the animal.

You will notice that there is no preamble to this Bill. It struck me that
if we wanted to reject it we would have difficulty in following the usual formula,
because the formula of the Senate is that the preamble has not been proven.
However, we will not worry about that until we get further along. We will take
the title last.

Now, section 2 says:—

The provisions of this Act shall prevail over all inconsistent pro-
visions of all other Acts, and shall bind His Majesty.

Hon. Mr. Murpock: I note that Part IV of the Bill that we had before us
previously, and which contained fourteen words, has been put in here, and that
in the transmission we have lost two words, there being only twelve now.

An Hon. SExaTor: There is no Part IV in this Bill.

Hon. Mr. Murpock: I am talking about Part IV of the original Bill.

Hon. Mr. LyncH-STauNTON: There never was a part IV.

Hon. Mr. Cope: It is on page 9 of the old Bill.

Hon. Mr. Murpock: Part IV of the other Bill contained exactly the same
provision that is in this Section 2, which is captioned “ Inconsistent Acts—His
Majesty bound.” What I want to say is this. With all due respect, and with-
out reflecting on the members of the legal profession around this table, I, with-
out any knowledge of the law, see in this Section as now worded a wonderful
opportunity for the members of the legal profession to get into conflict with
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each other as to what ‘other Acts are inconsistent with the provisions of this

" Act. When we were discussing Part IV before, I asked for—and I hope that

~ even yet it may be possible to get it—an intimation as to what other Acts there

| are that might be regarded as inconsistent with this measure. I say that because
| railroad men throughout the length and breadth of Canada have worked for
 and have secured certain Acts that they thought were in their interest and of

" possible benefit to them, and they want to know whether all those Acts are

~ wiped out by the twelve small words in this section.

Right Hon. Mr. MeicaEN: The object of placing it here, Senator Murdock,
instead of at the end, is, first, that it is not important enough to be made a
separate part of an Act. It is altered in this respect, that the provisions of this
Bill are made to bind His Majesty. That is considered necessary because of
His Majesty’s ownership of certain of the lines. 5

You did ask before what other Acts might be overridden by this Act. There

~ is no Act which in itself would be overridden, but there are portions of Acts
which would be, for example, certain portions of the Railway Act dealing with
the Railway Commission. In deciding whether this Act would override or not
we have to consider whether this Act is right or not. If it is right it should

- override the other, because it is a later Act. Certain features of the Combines
Act might have to yield supremacy to this Act. We are not afraid of any com-
bination that might result from this Act. Then I am told that Section 498 of
the Criminal Code would be overridden.

I think that what the Senator has in mind is that this Act would override
the provision of the Railway Act which gives the Railway Commission power
to make certain salutary provision for terminal employees when a terminal is
closed.

The CuamrMAN: There is one, anyway.

Right Hon. Mr. MeiGHEN: I do not like to speak too finally on law, but I
do not think that is the effect at all. The Railway Commission is not forbidden
by this Act to make any provision that it could have made under the old Rail-
way Act.

Hon. Mr. Murbock: May I put a case? Providing that under this Bill
the two railroads decide to eliminate entirely some terminal, or to establish a
joint terminal and have the work all done by one class of employee, would it
not be held that the Act which gives those employees the right to go before the
Railway Board and claim that their homes and property are valueless on that
account, had given way to this Act?

Right Hon. Mr, MEiGHEN: I do not think so. I give it as my opinion that
it would not.

Hon. Mr. Ly~xcH-STAUNTON: Tt is not inconsistent with this Act.

The CuamrMaN: Remember, gentlemen, we are just trying to ascertain
whether this is a true representation of what the first draft of the Bill had in
mind. We are not adopting anything, so we do not need to take very long
over it.

Hon. Mr. Murpock: Would it be improper to ask whether the draftsman
of this Bill could prepare a list that would show concretely the Acts or parts of
Acts that might be affected by this provision?

> Hor}. Mr. LyncH-StaunTON: The senator ought to remember that the word
“ inconsistent ” is the controlling word.

_Hon. Mr. Murbock: But the word “ inconsistent ” gives lawyers an oppor-
tunity of going into court and arguing strenuously.

Hon. Mr, LyNcH-STaUNTON: There is no provision in this Act affecting the
workmen in the event of the elimination of a terminal, o there is nothing incon-

sistent in the other measure.
55144—2
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Hon. Mr. Murpock: But by a later section in this Bill absolute right is
given to eliminate terminals. Then can it‘be said that under another Act the :
workmen can come in and claim compensatien?

Hon. Mr. LyNcH-STAUNTON: Yes, because the other Act gave the right to
eliminate the terminals. It is only transferring the right to eliminate, and does
not enact anything in regard to what follows. Therefore it is not inconsistent
with the provisions that now exist.

Hon. Mr. Murpock: I do not want to appear too insistent, but by this Bill
the two railways are instructed to bring about co-operation, and if necessary,
that means elimination of terminals.

Right Hon. Mr. MercHEN: With all the results of elimination which are given
to them under the present law. If the senator would follow this reasoning, per-
haps it would be clearer to him. The two railways agree to do certain things,
say, one to close a terminal, another to switch into a terminal. Each individual
road performs its part. When it performs that part, then it is performed with
just the same results as are imposed upon it under any statute.

The CHAIRMAN: Does this language express the view of the original draft?
Some Hon. MEmBERs: Carried.

The CuamrmanN: Section 3. You will observe that commencing in line
fifteen the words, “ such Chief Commissioner is absent from the city of Ottawa
and if and when” are stricken out of the redraft. Again we will say this is a
printer’s error. Will section 3 pass serutiny?

Right Hon. Mr. MricHEN: I think I owe it to the Committee to make an
explanation here. Number 3 is the defining clause. The Committee will remem-
ber that in the old Bill Part I had certain definitions which were said to be
applicable only to that part; but the same words so defined were used in other
parts where the definitions did not apply at all. Here these definitions apply
right through the Bill, and, besides, they are far more extensive. For example,
take the definition “ Chief Commissioner.” Wherever you have the words
“ Chief Commissioner of the Board of Railway Commissioners for Canada ” or
simply the words “ Chief Commissioner ” they mean the actual Chief Commis-
sioner of the Board for the time being and include the President of the Exchequer
Court of Canada if and when it is made to appear to such President that such
Chief Commissioner is temporarily unable to perform his duties under this Act.
As members pointed out, and rightly so, the way the first draft Bill read the
words “ Chief Commissioner ”’ referred only to the Chief Commissioner then in
existence. The definition must mean the Chief Commissioner for the time being
in existence.

Then the first draft Bill did not provide for the contingency of the Chief
Commissioner not being able to act. Some honourable members thought the
definition should cover the Deputy Chief Commissioner. It has been thought
wise not to adopt that suggestion because the Railway Act does not require that
the Deputy Chief Commissioner shall be a lawyer; and if ever a man ought to
be a lawyer it would be while acting as Chairman of this Arbitral Tribunal.
Therefore we provide that in case of indisposition of the Chief Commissioner the
President of the Exchequer Court of Canada is to be the Chairman of the Tri-
bunal. That seems to be an entirely proper substitution to make.

The next definition is “ dispute.” The word appears throughout the reading
of the whole Bill. Therefore it is advisable to define “dispute” in such clear
and at the same time comprehensive terms that it will include anything that may
be decided by the Tribunal. The definition is not short, but I think it is clear;
and that it i1s a worth while definition I haven’t the least doubt. This Bill, I
may assure Senator Murdock, though it has defects now, and we will have to
improve it as we go on, yet it will not mean the prolific ‘mother of lawsuits as
the old one was certain to mean if passed as drafted.
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. The next definition has to do with the railways. In the old Bill the Cana-
| dian National Railway was called “ the said road.” That does not seem a very
- good title. For short we call it the National Company and the Canadian Pacific
. the Pacific Company all through the Bill.

3 In the old Bill the Canadian National Railways Act of 1927 was called the
| “gaid Act.” It is now defined as the “ National Act.”

- The definition “ Trustees ” means the Trustees appointed under the Bill.

& Then we have the word “ undertaking ” defined. The word is used often in
'~ this measure, and as lawyers will at once agree, “ undertaking ” is a most com-
- prehensive term in itself. Interpreted by our courts, as it has been more than
- once, it is considered about the widest term you can use in regard to a single
- company. A company’s undertaking means an awful lot: its physical assets,
| its franchise rights, its rights in relation to leases and all sorts of things. But
. even then the draftsman did not think the interpretation the courts had given
was quite wide enough and therefore a special definition is provided which in-
cludes what the courts have interpreted the word to mean and makes it a little
- wider still. Such is the effect of these definitions.

The CHAIRMAN: In subsection (e) of section 3, beginning at the twentieth
~ line, it is suggested by the draftsman' that the words after the word “ transpor-
~ tation,” that is, “ and every company controlled by or allied with it ” be stricken
| out. What do you say to that?

Right Hon. Mr. MeicHEN: That is right. It is all included in “ under-
taking.” :

Some Hon. MemBERs: Carried.

The CHAIRMAN: Number 4. What are the changes there?

Right Hon. Mr. MeiGHEN: There is not any very great change in the first
part of 4. It does not contain the whole of section 4 of the old Bill. The word-
ing is governed by the wording of the old Canadian National Act, which speaks
of nominating directors; it does not speak of appointing them. Therefore when
we provide that the directors shall go out, we vacate the nominations. It is
somewhat of a new phrase, but we had to say it because “ nominating ” is used
in the old ch;. The second part of the section brings about some change only
in the disposition; there were two clauses containing the effect of this clause
before, and we have just put them together.

Some Hon. MeMBERS: Carried,

The CrAmrMAN: Not in the sense in which we sometimes say * carried.”

Hon. Mr. McRaE: In view of the fact that we have received an invitation
to attend the formal opening at one o’clock of the new Embassy Building of
the United States, I think we should show our appreciation of the courtesy by
our personal attendance. Therefore I move that we adjourn. :

The CraRMAN: What is your pleasure, gentlemen?

Right Hon. Mr. MeiGHEN: We can adjourn and resume immediately aft
the sitting of the House this afternoon. s el

The CrAmrMAN: Is that satisfactory, gentlemen?
Some Hon. MemBErs: Carried,

The Committee adjourned at 12.30 p.m.




72 SELECT STANDING COMMITTEE N

; 4
The CuAlRMAN: We are at section 5 of the redrafted Bill, which reads:—

No person shall be eligible for appointment who at the time of any
proposed appointment of a Trustee or Trustees under this Aect is, or
within five years immediately then preceding has been 2

(a) a member of the Senate of Canada;

(b) a member of the House of Commons of Canada;

(c) a member of the Council of any province of Canada; :

(d) a candidate nominated under any Act of the Dominion or of

any province of Canada for election as a member of the House
of Commons of Canada or of the Legislative Assembly of any
province of Canada; or )

(e) the holder of any office, place or appointment to which is, or

while it was held by him was, attached any salary payable
directly by His Majesty in His right of the Dominion of Canada.

Right Hon. Mr. MEIGHEN: I do net want it inferred from any remarks I
may make that the Government or I want this section passed as it is, but it
does plainly state what the commission had in mind. We have put the com-
mission’s intention in such form that the committee can accept it in part or in
whole, or strike it out in part or in whole. 3

Hon. Mr. McRAE: I think it should be enlarged to exclude the appoint-
ment of any business man who has ever had an unsuccessful venture in his
career, .

The CHAIRMAN: One gentleman said it should be stated in the preamble
that the object is to exclude the brains of Canada, .
The next is section 6:—

The trustees shall be paid by the National Company such salaries
as may from time to time be ﬁxec{ by the Governor in Couneil.

Hon. Mr. RosiNsoN: I have a point, not by own idea but one expressed to
me by another senator, in connection with this section. Should there be some
provision to prevent the trustees from receiving anything from the railway in
addition to their salaries?

Right Hon. Mr. MEeGHEN: I am grateful to Senator Robinson for the
suggestion, for it strikes me now that there should be some such provision.

The CHAIRMAN: Then section 7:—

The Governor in Council may from time to time appoint or reappoint

a Trustee to fill any vacancy among the trustees from any cause occur-
ring. The appointee shall be selected from‘a panel of eight names to be
provided by the remaining trustees or trustee. If no such panel is so |
provided within ten days after the occurrence of a vacancy the Governor
in Council may appoint as he may be advised.

It will be remembered that in the first draft of the Bill it was essential
that a panel be provided by the trustees. The important difference here is in
the last sentence of this redraft: “If no such panel is so provided within ten
days after the occurrence of a vacancy the Governor in Council may appoint
as he may be advised.”

Hon. Mr. Daxpuranp: Did the original Bill not provide for a panel of five?

ight Hon. Mr. MeiGHEN: No, a panel of eight, as this redraft does.

Hon. Mr. Murpock: Mr. Chairman, suppose the term of a trustee expired
but he continued on at his work, would there be a vacancy? And in such circum-
stances would the provision contained in the last sentence have any value?

Right Hon. Mr. MEIGHEN: A trustee is appointed for a certain term. On
the expiration of that term his position is vacant, and the remaining trustees are
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| required to provide a panel of eight names from which there shall be selected an
appointee to fill the vacant position. The trustee whose term has expired may
be included among that panel of eight, if the other trustees desire; that is, he may
be eligible for re-appointment.
Hon. Mr. GriesBacH: For what period would a trustee be appointed?
Right Hon. Mr. MeiGHEN: Under subsection 2 the chairman of the trustees

- shall be appointed for a term of seven years, and the other two trustees for such
~ term of less than seven years and different duration from that of his co-trustee
. as the Governor in Council may decide. The Governor in Council may decide

that the term of one will be five years and of the other three years. If that were
done, the first vacancy, aside from any that might be caused by death, resigna-
tion or incapacity, would be at the expiration of three years. Then the other two
trustees would name a panel of eight, and the vacancy would be filled by an
appointment for seven years. Subsection 4 provides that all appointments to fill
vacancies occurring by efflux of time shall be for terms of seven years. When
the term of the man who was appointed for five years had expired, his successor
would be appointed for seven years. What is called the stagger system is
adopted, although I do not know why that name is used, and there would be a
difference of two years between the expiration of the terms of the three trustees.

Hon. Mr. GriesBacua: Where do you get that interpretation?

Right Hon. Mr. MeicaeN: That is the way the Bill reads, as redrafted, but
it was not the effect of the original provisions. Suppose one of the trustees died
before the expiration of his term. That would create what is called a casual
vacancy, which is covered in subsection 3. The successor would be selected from
a panel of eight, as provided for in the first paragraph of the section, but his
term would be only for the unexpired portion of the deceased trustee’s term. So
the stagger system would be preserved.

Hon. Mr. Catper: You are only surmising that the terms will be for three
and five years? :

Right Hon. Mr. MEiGHEN: They may be two-and-a-half and five years.

Hon. Mr. Murpbock: In order that it may be clear to the layman, would
there be any objection to stating that a vacancy shall be considered as existing
at the expiration of the term of appointment?

Right Hon. Mr. MeicHEN: If a man were appointed for seven years he would
not occupy his post one day after the expiration of the seven years.

Hon. Mr. Copp: He continues until his successor is appointed, according to
subsection 5 of section 7.

Right Hon. Mr. MeicHEN: Yes, that is so. I see no value at all in subsection
5, and it should not be included, in my opinion. If a vacancy occurred two
trustees could do the necessary work until the new appointment was made.
Hon. Mr. CAaLbER: Subsection 5 does not do any harm.

Right Hon. Mr. MEGHEN: Yes it does, because as Senator Murdock points
out if a trustee continues in office there is no vacancy.

The Caamrman: Isn’t there a vacancy, in a legal sense, at the expiration of
the term?

Hon. Mr. Catper: Yes. If a man is appointed for seven years he is out of
office at the expiration of that term. But the law provides that until his successor
13 appointed he shall continue to act.

Right Hon. Mr. MEicaEN: No, continue in office. If there were some object
to be served by providing that there should always be three trustees in office,
every day of the year, then subsection 5 might have some value, but I do not
think there is any object to be so served. It seems to me that it is better to have
the trustee out of office when his term is up. If there must be action within a
very few days, the other two can carry on.
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We have provided in this Bill that if one of them dles—we will say f‘ ,
chairman—there is a casual vacancy. This post is filled and another chairm:
is appointed for the unexpired term. But in the meantime there is no chairma
therefore they cannot function, because the chairman has to concur in anything
they do. It is provided therefere in this Bill that the man who then has been
in office the longest shall automatically be chairman, and his rule for the inter-
vening two days shall be the same as the rule of the chairman. - g £

The CuairmaN: He will be chairman. ~ 4

Right Hon. Mr. MeiGHEN: He will be chairman. He becomes chairman
automatically. If in the first three years one of the short-term men dies and @
both the others have been appointed at the same time, it is provided that the
one who has been appointed for the longer term shall be chairman. I think all
contingencies are provided for. This has been done by a new subelause which
for lack of time could not be printed with this Bill. It will be Subclause 6, or,
if it is decided that Subelause 5 is not necessary, it will be Subclause 5. If the
comm1tbee thinks that Subclause 5 is necessary, we will substitute for the words

‘in office ” the words “ to act.” Then this will be 6:—

Upon the occurrence of a vacancy the two remaining Trustees shall .
and may during its continuance act as and be deemed to be for all the
purposes of this Act the Trustees. If the vacancy shall be in the office of
Chairman then during its continuance that one of the two remaining
Trustees who has longest served as a Trustee, or if both remaining Trus-
tees have served for the same period of time that one of them whose then
current term of office will last expire, shall and may act as, be known as,
and for all the purposes of this Act be deemed to be, the Chairman of the
Trustees.

I think that covers every possible contingency.
Hon. Mr. BeavBien: If you say “ shall ” why do you say “ may”?
Right Hon. Mr. MEIGHEN: It is both commanding and empowering, there-
fore we use both. He has power te do it, and shall do it.
Hon. Mr. BEauBIEN: You say he shall and may. If he shall do it, he must
do it.
Right Hon. Mr. MeicHEN: “May” is the empowering word; * shall ” is
the imperative word.
Hon. Mr. GriesBacH: I am not going to object to the method of selection
of the successors of the trustees, but I am wondering if everybody here is per-
fectly satisfied that this great property should be in the hands of a triumvirate
with power to name their sucecessors through a panel of eight. I wonder whether
honourable gentlemen are satisfied that that is the only way to provide for the
continuance of the Board of Trustees.
The CualrMAN: You can almost make up your mind that the panel will
be seven. The trustee will name himself.
Hon. Mr. Murpock: After the weeding-out you have done there will not be
many more than eight left.
The Cuamrman: It has been moved that in line 40 on page 3 the words
“in office ” be struck out, and the words “to act ”” be substituted.
Hon. Mr. Daxpuranp: There are times when the Government could not
appoint within a month. During the summer the Government members dis-
perse, and they may not meet again for a month or so.
Hon. Mr. Daxpuraxp: There will be eight names to be considered. That
may take some time.
The Cuarmax: Tt may take some time to get the names, and then some
further time to make the selection.
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Right Hon. Mr. MmGHEN: We will regard the proposed Subsection 6 which
I read as inserted in the draft. :
The CuamrMAaN: Is that your pleasure, gentlemen? Carried.

Section 8:—
No Trustee shall be removed from office, nor suffer any reduction in
- salary, during the term for which he is appointed, unless for assigned
cause and on address of the Senate and House of Commons of Canada.

Right Hon. Mr. MeiGHEN: The change here is the addition of the words
“nor suffer any reduction in salary.” The intent of the Commission was to
prevent a change in the Board of Trustees with each incoming Government, and
therefore it is provided that they shall remain. But as the Act read before the
incoming Government could reduce the salary to $1, and the trustee would have
to go. We get over that by saying that he must remain there at a certain salary
until his term of office expires.

Hon. Mr. Murpbock: If this had been in effect last spring the trustees would
have been the only men in the pay of the Government who would not have had
a ten per cent reduction.

Right Hon. Mr. MeicaeN: We will appoint men of such a class that they
will be petitioning for reductions all the time.

The CuAlRMAN: I am afraid you are an optimist. We will say the draft
is all right. Perhaps the principle is not. We are not passing on the measure,
we are simply seeing that the Bill is in shape to be intelligently discussed.

Section 9:—

When the Governor in Council shall proclaim in the Canada Gazette
that he has vacated all nominations to the Board of Directors of the
National Company and has appointed Trustees as by section 4 of this
Act provided the said Board shall cease to exist and, by force of this Act
and without more, the direction and control of the National Company
and its undertaking shall be vested subject to the provisions of this Aect,
in the Trustees.

I was going to ask about the fact that the only notice that the directors will

get will be an advertisement in the Canada Gazette. Maybe there is nothing
in that.

Hon. Mr. Danpuranp: They will receive a cheque?
The CuarrmaNn: Will they get no notice?

I:?Ion. Mr. Danien: What is the meaning of the expression “ and without
more?”

Right Hon. Mr. MercaeEN: That is a legal expression, and it means, if I

may paraphrase, “ and without the necessity of anything further being done.”

Those words have a well known legal meaning,
The CHAlRMAN: Subsection (2):—

The Trustees shall and may thereafter, subject to the provisions of
this Act, have and exercise all the powers, rights, privileges and immuni-
ties, and perform and be subject to all the duties, responsibilities and
restrictions, which now appertain to the board of directors of the National
Company.

Subsection (3):—

At the same time, by the same force and without more the Trustees
shall become and be Trustees in the place and stead of every board of
directors of every company in Canada which is comprised in the under-
taking of the National Company and they may and shall, thereafter,

-
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subject to the provisions of this Act, have and exercise with relation to
such Companies, respectively, the like powers, rights, privileges and
immunities, and perform and be subject to the like duties, responsibilities
and restrictions as those already in this section prov1ded for in relation
to the National Company.

Hon. Mr. CALDER: Sometlmes the Bill says “ they shall ”; sometimes it says,
“they shall and may ”; then again it says, “ they may and shall” What is
the difference in meanmg of all these expressions?

Right Hon. Mr. MeiGHEN: I do not know that very much hangs on them.
The explanation is that “ may ” is the empowering word; “ shall ” is the direct-
ing word. ~

Hon. Mr. CaLper: In the second line you say they shall become.” You
would not use “may ” there?

Right Hon. Mr. MEeicaEN: They are not empowered to become, but they
do become. It is automatic. That is the right word there. But if you are
empowering the Governor in Council to do something, you use the word “ may.”

Hon. Mr. Carper: In the fifth line you say “ they may and shall, there-
after, subject to the provisions of this Act.”

Right Hon. Mr. MEiGHEN: First we say they shall be in office. They are
put right into office. Next we say they may have certain powers; then we say
they shall exercise those powers. I think the right words are used.

Subsection (4):—

No order, regulation, Act, decision, or proceeding of the Trustees
shall require the approval of any shareholders of any Company in Can-
ada comprised in the undertaking of the National Company or of His
Majesty.

Right Hon. Mr. MeiGHEN: That is all right.
Hon. Mr. Murpock: I wonder if T may digress for a moment, Mr. Chair-
man? I have just had a note handed to me which reads:—

To aid the Senate Committee in expediting their hearings, Labour
will be prepared to appear before them next week. Can you have the
committee give us a positive date?

The CrAmrMAN: Next Thursday morning at 10.30.

Right Hon. Mr. MEiGHEN: Mr. Chairman, if T may, I will now propose
for mere drafting purposes that the following be added as subsection 5 to
section 9:—

(5) Subject to the terms of this Act, and until otherwise provided
or directed under its authority, every operation and service of the National
Company and its undertaking shall continue and be continued by all
persons now concerned therewith as if this Act had not been passed.

That is to say, until under this Act a president is appointed the existing president
shall continue to exercise full power, so that in the meantime there will be no
hiatus. For example, immediately the Canada Gazette is published containing
the nomination of the trustees the present directors are out, and the powers
vested in the president are gone. Immediately those trustees are appointed
the president cannot act except in pursuance of the authority which those
trustees gives him. It will take the trustees some time to frame the authority,
and it would be too bad if he had no authority in the meantime. This addi-
tional subsection merely provides for the continuance in office of the persons
now concerned therewith until those who under this Act are appointed take
their place.




mnsﬁnmmxs—BILLA L 4
*ﬁm.l&(}umcn"l‘hmmnomtetregnm
Right Hon. Mr. MEIGHEN: Yes. Theoﬂ:erBllldldnotprowdeforthat

ni all.

. The CHAIRMAN: Mr. Anderson has made a statement to me about one of
Rl sections. Perhaps he will explain his point.
~ Mr. P. M. AxpErsoN (Assistant Counsel, Department of Railways and
Canals): My point is with reference to the use of the term “ National Com-
. pany ” as defined. In section 6 the trustees are to be paid by the National
: Company. I presume that means that they will be paid by all companies
5 in the undertaking. Then in section 9 there is reference to the
' “National Company and its undertaking” and to “the undertaking of the
National Company.” Where the term “ undertaking of the National Company ”
~ is used lt excludes the Canadian Northern Railway, for instance, and the other
referred to in the Canadian National Railway Act. Subsection 3 is
. the particular subsection to which I direct attention, and subsection 1 also uses
| the words.

: Hon. Mr. MeiceEEN: You mean that subsection 3 does not need to
| go so far? I think it does.
4 Mr. AxpErsoN: Subsection 3 reads:—

At the same time, by the same force and without more the trustees
shall become and be trustees in the place and stead of every Board of
Directors of every company in Canada which is comprised in the under-
taking of the National Company.

. Now, the “undertaking” is defined.

3 Right Hon. Mr. MeIGHEN: Yes; and the “ National Company ” is defined.
. But this must be every company in Canada that is comprised within it.

Mr. AxpersoN: Would it not be in the National Company, which includes
. “undertaking ”?

& Right Hon. Mr. MeiGHEN: No, it does not mclude undertaking,

o Mr. AxpersoN: “ National Company ” is defined, I understood, to include
v its undertaking, and “ undertaking ” is defined subcequentlv

Right Hon. Mr. MeiGHEN: “ National Company ” includes every company
comprised in its undertaking; it does not include the undertaking.

5 - Mr. AxpErsoN: Yes. Then “ undertaking ” is defined. So every company
in the National Company as defined would be included in the term “ National
‘ :ompany ”

Right Hon: Mr. MeiGHEN: Included in the term “ undertaking ”.

Subsection 3 reads:—
At the same time, by the same force and without more the trustees
shall become and be trustees in the place and stead of every Board of
% Directors of—
~ Of what? :
) —of every company in Canada which is comprised in the undertaking
I of the National Company.
- “National Company ” ineludes:—
: Every company comprised in its undertaking.
. That is true; but we restrict the various companies embraced in the whole

National System which comes under the purview of this clause to those in
Canada. I cannot see how there can be any misconception.

The CramMax: Well, this clause as redrafted is all right.
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Now, section 10:— S il
The trustees shall appoint, on terms to be fixed by them, and with
the titular rank of president, a person other than one of themselves to
execute and perform, under and in consultation with them, the powers,
authorities and duties of chief operating officer of the undertaking of the
National Company, as such powers, authorities and duties shall be from
- time to time defined by by-law or resolution of the trustees and com-
mitted for execution and performance. The president shall report and

be responsible to the trustees and to them alone.

Is the drafting all right?

Hon. Mr. GriesBacH: What significance is to be attached to the word
“ committed”? £ :

Right Hon. Mr. MeicaEN: Committed for execution and performance. It is
not a very usual word, although I have seen it in statutes.

I am going to suggest for still greater caution as to the interregnum the
insertion of the following as subgection 2 of this section 10:—

Until the Trustees shall have appointed, defined and committed as
in this section provided the person who is now charged, whether or not
exclusively, with the powers, authorities and duties of chief operating
officer of the National Company and its undertaking, shall and may
continue to execute and perform such powers, authorities and duties.

The CratrMAN: Does the drafting convey the idea that we have in mind?
Some Hon. MemBERS: Carried.
The CuAlRMAN: Section 11: —

Meetings of the Trustees may be held at such times and places as
they may from time to time determine.

(2) The Trustees may decide or act at meetings only by unanimous
vote or by majority which includes the Chairman. They or a majority so
formed may without meeting decide or act by way of minutes or con-
currence written and signed by them or by such majority.

Hon. Mr. Catper: The phrase “ by way of minutes or concurrence written ”
would, I suppose, include a telegram?

Right Hon. Mr. MeiGHEN: Yes, I think that has been held to be so.

Hon. Mr. GriesBaca: What has become of the section that the Chairman
shall always be of the majority?

Right Hon. Mr. MeicHEN: This is it, but much briefer.

Hon. Mr. Copp: With regard to section 11, I should think that the chairman
of the trustees should call the meetings.

Right Hon. Mr. MEiGHEN: I am inclined to agree with that.

Hon. Mr. Danpuranp: Would that not be covered by regulations?

Right Hon. Mr. MeiGaeN: I think their chairman should be given the
statutory power to call meetings.

The CuarMaN: I think the object in giving them authority to act by way of
minutes or written concurrence is that they may be enabled to deal with minor
matters in that way, if necessary.

Hon. Mr. Beauvsien: If only the chairman had power to call meetings,
what would happen if he were sick or absent for a time? How could meetings
be called then?

Hon. Mr. CaLper: There would be an acting chairman.

Right Hon. Mr. MeieueN: We have not provided for temporarily filling
the place of the chairman if he is incapacitated. It would be a very simple thing
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to make such a provision, if the committee thinks it ought to be done. I do not
know whether it should be done or not. As the Bill now stands, no one can take
the place of the chairman during his period of office.

Hon. Mr. McRae: The Bill provides that the chairman must be one of
the majority that decides questions. If the chairman does not act, how can the
trustees proceed with business?

Right Hon. Mr. MerHEN: And who would decide whether the chairman
was incapacitated? It could be provided that the president of the Exchequer
Court would have the power to make that decision.

Hon. Mr. McRag: The logical thing would be to provide that the senior
trustee should act as chairman, in case of the absence of the chairman.

Right Hon. Mr. MerGHEN: But it is not the genius of the report to give the
final power to anyone other than the one man who is on the job all the time.
And if he is ill and not able to confer with the other trustees, decisions cannot
be made, according to the present Bill.

Hon. Mr. BeauBien: Suppose the chairman is absent when there is routine
work to be done?

Right Hon. Mr. MricHEN: He could give his concurrence by telegraph.

Hon. Mr. BeauBien: But the other two trustees could not even call meet-
ings to go on with routine work. The whole machinery would be stopped if the
chairman went away.

Right Hon. Mr. MEiGHEN: Anything decided upon by the other trustees
would take effect when ratified by the chairman.

Hon. Mr. Beausien: The other trustees can get together but they can-
not have an official meeting.

Hon. Mr. McRae: Is it proposed that the chairman shall not have a
vacation for seven years?

Right Hon. Mr. MeGHEN: Of course, it must be remembered that the

trustees’ duties are supervisionary, not operating duties. The members of the
Commission seem to have felt that no one other than the chairman should have

the deciding and final power. It does not seem to be vitally important that we

should not provide for an acting chairman in case of incapacitation of the
chairman.

Hon. Mr. Daxpuraxp: I suppose one of the trustees could resign?

Right Hon. Mr. MEIGHEN: Yes. Anybody can resign, even a senator.

Hon. Mr. Cauper: Why not give the Governor in Council power to
appoint a temporary chairman in case the chairman is incapacitated?

Right Hon. Mr. MeiHEN: If it is thought that the chairman is incapaci-

tated, should not representation be made to the president of the Exchequer
Court?

Hon. Mr. Daxpuranp: - Unless some solution is found for the difficulty
that has arisen, would it not be better to leave the section as it is? The trustees
could decide among themselves as to procedure.

Hon. Mr. Cavper: Perhaps it would be better to provide simply that the
trustees shall make regulations with regard to their meetings.

Right Hon. Mr. Meigaen: We could meet the point raised by Senator
Copp by providing that meetings of the trustees may be held at such times
and places as they or their chairman may from time to time determine. It is
not necessary for us to provide for everything just now, but if the committee
feels we should make some provision to cover a case of incapacitation of the
chairman, I would make this suggestion. I do not think it should be left
solely to the Governor in Council to decide whether the chairman is incapaci-
tated. The chairman may not be doing what they would like him to do and




80 SELECT STANDING COMMITTEE

therefore they may decide he is incapacitated and, under the exercise of arbi-
trary powers, appoint a successor. I think the spirit of the Bill would be
carried out if it were provided, in the same language as is used elsewhere, that
if it is made to appear to the president of the Exchequer Court, on the appli-
cation of the other members of the board of trustees, that the chairman is
unable to act, then the president of the Exchequer Court may communicate
his decision to the Clerk of the Privy Council, whereupon the Governor in
Council may appoint a successor, either from the remaining trustees or else-
where, to act in place of the chairman. Or the whole thing could be covered
in this way: the president of the Exchequer Court could declare that a vae-
ancy has occurred, under a certain section of the Act, and the provision for
selection of a successor from a panel would then become operative.

The CmairmMaN: Perhaps we can work out some section to cover that
before we meet again. Is it your pleasure, gentlemen, that a clause be drafted
in accordance with the discussion that has just taken place?

Some Hon. SExATORs: Carried.

Hon. Mr. DaxpuraxDp: Tentatively.

The CHAIRMAN: Section 12:—- i

The annual budget of the National Company and its undertaking
shall be under the control of the Trustees. Amounts required for income
deficits, for interest on obligations outstanding in the hands of the public,
for capital expenditures and for refunding or retirement of maturing
securities shall be submitted by the Trustees to the Minister of Finance
for the consideration of the Governor in Council prior to presentation to
Parliament. Income deficits shall not be funded. Amounts provided by
Parliament to meet capital expenditures shall not be diverted to cover
deficits in operation unless with the express authority of Parliament.

Is that drafting all right? Carried.
Section 13:—

A continuous audit of the aceounts of the National Company and its
undertaking shall be made by independent auditors appointed annually
by Parliament and annually reporting to Parliament in respect of their
audit. Their annual report shall call attention to any matters which in
their opinion require consideration or remedial action. They shall be
paid by the National Company such amounts as the Governor in Couneil
shall from time to time approve.

(2) Notwithstanding anything in this Act contained the now exist-
ing auditors of the National Company shall continue in office and perform
their duties as such with relation to that Company and its undertaking
until their successors have been appointed under this Aet and have com-
menced to perform their duties.

If they should refuse I suppose other men could be appointed to take their
place?

Right Hon. Mr. MEiGHEN: Oh, yes.

The CHAIRMAN: Section 14:—

The Trustees shall make a report annually to Parliament setting
forth in a summary manner the results of their operations, the amounts
expended on capital account in respect of railways, works, property,
facilities and services comprised in the undertaking of the National Com-
pany and such other information as appears to them to be of public
interest or necessary for the information of Parliament with relation to
any situation existing at the time of such report, or as may be required
from time to time by the Governor in Couneil.

Is that all right?
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Hon. Mr. CaLper: The purpose of this Bill is to secure economy. Do you
not think that we should have in that report some indication, at least, of what
has been accomplished through co-operation?

Hon. Mr. Beauvsiex: That is administration.

Hon. Mr. Cawper: Or must they be specially directed? If economy is the
object of the Bill, why should we not know what i1s accomplished? ;

The CuarrMaN: Would it be covered by the latter part of the section?

Hon. Mr. CaLper: It could come in there. i

Right Hon. Mr. MEIGHEN: You could say “ such other information, includ-
ing information as to economies effected by co-operation with the Pacific
Company.”

Hon. Mr. Carpegr: I think it sheuld go in somewhere.

Hon. Mr. Grieseacu: They would not be expected to give an opinion as to
operation, for instance, would they?

Hon. Mr. DaxpuranDp: “ The Trustees shall make a report annually to Par-
liament setting forth in a summary manner the results of their operations.” Is
not that wide enough?

Hon. Mr. Carper: That refers to revenues, does it not?

Hon. Mr. Daxpuranp: But they always have a statement showing the
comparison with the preceding year.

Hon. Mr. Carper: The whole purpose of this Bill is to effect economies
through co-operation, and it strikes me that the trustees should be required to
report, specifically, setting forth the results of their co-operative efforts.

Hon. Mr. Lamp: That is what everybody will want to know.

Hon. Mr, Carper: That is what we will want to know. It would not be
difficult. For example, they could say that during the year so many express
offices had been closed or made available to the other company. The same
would be true of telegraph offices, terminals and abandoned tracks,

Right Hon, Mr. MeicHEN: We can include in the draft, after the word
“information ” the words “ including information as to economies effected under
~Part 2 of this Act by co-operation with the Pacific Company.”

Hon. Mr. CasgraiN: Carried.

Hon. Mr. Lamp: Would that include also economies effected by the Pacific
Company?

Right Hon. Mr. MeiGHEN: No. They could not report on that.

The CmamrMAN: Is it your pleasure that the words suggested by Senator
Meighen be inserted?

Hon. Mr. Casarain: Carried.
The CHAIRMAN: Section 15:—
The annual reports of the trustees and the auditors, respectively, shall
be submitted to Parliament through the Minister of Railways.
Hon., Mr. Caserain: 0K,
The CuARMAN: Part II:—

_ Hon. Mr. McRaE: Before starting on Part II, there is one matter that I
think is worthy of attention. The trust imposed in the trustees under this Bill
s a very consxc‘lerable. one, and it seems to me that there might well be a
clause in the Bill stating that the trustees shall not act as directors of any

other corperation. Such relationships are rather far-reaching and might not b
for the benefit of those interested. ; i :

Right Hon. Mr. MereHEN: Would it be sufficient to confine that restriction
to the Chairman?

et et
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Hon. Mr. McRaAE: I think it would be.

The CHAIRMAN: The others are only part-time men.

Hon. Mr. McRAE: In the past we have heard some remarks about the
action of certain men in accepting directorships. :

Hon, Mr. Lamp: There is just one thought that suggests itself to me in
that connection. I understand that one of the advantageous features of the
present board of directors of the Pacific Company is that they are drawn from
among men of wide business connections, and are thereby supposed te control
trafic. That was one of the arguments used to support the idea of a larger
Board of Directors for the Canadian National Railways. I understand that in
many cases the selections have been made with that end in view. The Directors
of the Canadian National Railways are men who have large interests and control
large traffic. If you are going to debar men of that type from becoming trustees
the National Company would suffer in comparison with the Canadian Pacific,
whose policy it is to select their directors with a view of their drawing traffic
to the system. So before deciding on that principle it might be well to keep
that idea in view. If you are going to appoint trustees who control no traffic
and have no interests in the company, you are thereby going to deprive the
National Company of valuable contacts that the opposition company has.

The CuAIRMAN: Suppose you confine that to the Chairman, would not
that remove your objection?

Right Hon. Mr. MEicHEN: We will draft a clause for submission to the
Committee later confining it to the Chairman.

Hon. Mr. DanpuraND: This thought passed through my mind. You want
to free a man from the temptation of serving two masters—himself and the
company. A man may be a very large shareholder, and the fact is not apparent;
but his directorship is. As between the two, I would rather see a very large
shareholder as a director, because I would know right away that he is interested
in the company; I would not know otherwise.

Hon. Mr. CaLper: Where are you going to get big enough men who are
not directors? The Chairman is to be appointed for a period of seven years only.
If the Government can secure a railway man who all his life has moved in railway
circles, and has not been entangled in business directorships, it might be well and
good, but we must presume that the Government will have to go outside railway
circles. The chances are that the man they want will be a director in a dozen
companies. You say to him: You must drop all your directorships and serve us
for seven years only. You may have difficulty in getting the right man.

Hon. Mr. DanpuraND: And you ask him to dispose of his interests in his
company. It comes to the same thing.

The CuarMaN: We will discuss it when the new clause is drafted. That
will be 14.

Now, Part II:—

Co0-0PERATION BETWEEN THE NATIONAL COMPANY AND THE PACIFIC
CoMPANY

16. The National Company and the Pacific Company, for the purpose
of effecting economies and providing for more remunerative operation are
directed to attempt forthwith to agree and continuously to endeavour to
agree upon such co-operative measures, plans and arrangements as are fair
and reasonable and best adapted (with due regard to equitable distribution
of burden and advantage as between them) to effect such purposes.

Right Hon. Mr. MuicaEN: That is very much briefer.
Hon. Mr. Catper: They are directed to attempt now. =
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Right Hon. Mr. MeicHEN: And to continue to attempt. -
The CualRMAN: Now, subsection 2:— !

~ Without restricting the generality of the foregoing, any such measures,
plans or arrangements may include and be effected by means of—

(a) New companies controlled by stock ownership, equitably appor-
tioned between the companies;

(b) Leases, entrusting agreements, or licences, or agreements for the
pooling and division of earnings arising from the joint operation
of any part or parts of freight or passenger traffic, or express, tele-
graph, or other operating activities or services.

(¢) Joint trackage, running rights, joint ownership, or joint operating
agreements, depending upon the nature of the property or services
included in any co-operative plan; and

(d) Joint or individual highway services, or highway and railway
services combined, in any form. ;

Hon. Mr. Lamp: Mr. Chairman, in line forty of section 16 you will notice
the words:—

to endeavour to agree upon such co-operative measures, plans and arrange-
ments as are fair and reasonable and best adapted—

Who is going to be the judge of what plans are fair and reasonable and best
adapted?

Right Hon. Mr. MeicHEN: Themselves; and if they fail, the Tribunal.

Hon. Mr. Lairp: Would it not be wise to put in “ in their opinion ”? Others

interested might declare that those plans and arrangements were not fair and
reasonable.

Right Hon. Mr. MeicueN: They are directed to agree as to what is fair

and reasonable. I think these words should go in also so as to make the section
read in this way:

Are directed to attempt forthwith to agree and continuously endeavour

to agree, and are hereby authorized to agree, upon such co-operative
measures, plans, and arrangements as are fair and reasonable.

We do not say, “ as in their opinion are fair and reasonable,” because if there
was a dispute it would be about what was fair and reasonable in their opinion.

The dispute must be, not as to what is their opinion, but what is fair and reason-
able.

Hon. Mr. Lamp: Whose opinion as to what is fair and reasonable is to
govern?

Right Hon. Mr. MeicHEN: Finally, the Arbitral Tribunal.
The CualRMAN: If they cannot agree the matter goes to the Tribunal.

Hon. Mr. Copp: I would suggest insertion of the words “ are directed and
hereby authorized to attempt forthwith.”

Right Hon. Mr. MeicHEN: That would be “ authorized to attempt and
endeavour.” That is just what struck me, senator. They should be authorized
to agree so the agreement would be made.

The CuamrMaN: Shall we insert those words, “ and are hereby authorized

to agree”? They would be inserted after the words “to endeavour to agree”
at the end of line 38.

_Hon. Mr. Carper: What has happened to the old provision with regard to
their co-operating for the purpose of meeting competition?




84 SELECT STANDING COMMITTEE

Right Hon. Mr. MeiGHEN: The old provision contained a whole lot of things
that they were directed to effect by co-operation. But that only restricted
co-operation. Here we say:

You are authorized to agree on any measures, plans and arrangements that
are fair and reasonable and best adapted to effect the purposes.

What purposes?

The purposes named in the first part of the section: For effecting economies
and providing for more remunerative operation.

Then subsection 2 comes in:—

Without restricting the generality of the foregoing, any such measures,
plans or arrangements may include and be effected by means of—

Then if you look at clause (d):
Joint or individual highway services, or highway and railway ser-
vices combined in any form.

Hon. Mr. GriesBacH: Is water transportation covered?

Right Hon. Mr. MEeiGHEN: That is covered by “ facilities.” It is part of
the undertaking.

Hon. Mr. Catper: They are now in the air service?

Right Hon. Mr. MricHEN: The charter gives them that right.

The CuamrMan: Subsection 3 of section 16:

All or any of such measures, plans and arrangements may, if agreed
to by the parties, be made terminable at will, or on or after stated notice,
or for a fixed period or periods or any combination thereof, and may
from time to time on similar agreement be changed, altered, varied,
amended or renewed, as may be considered expedient in the best interest
of the parties or in view of changing conditions, and the better to effect
the purpose hereinbefore in this section set out.

Right Hon. Mr. MEicaEN: The word “ purpose ” near the end of that sub-
section should be put in the plural. It is in line 24.

The CuamrmAN: Is it your pleasure to make “ purpose” plural—“ pur-
poses ”’?

Some Hon. MeMmBERs: Carried.

The CuamMan: If I remember correctly, yesterday someone raised the
question about “changing conditions,” that it might give power to increase
expenditures on account of existing conditions.

Right Hon. Mr. MEeGHEN: No, it has to be “ the better to effect the pur-
poses hereinbefore set out.”

The CHAlRMAN: Subsection 4:—

Hon. Mr. Murbock: Mr. Chairman, before you read that subsection, I
desire to propose that that section be numbered 5 and that the following be
inserted as section 4:—

Shall
conserve and

protect In all cases where joint operation or consolidation are the result
:}'2{"1"’"!:( of co-operation ordered and made effective, the rights and the years
years of of faithful service of employees affected by the application of this
faithful section shall be in so far as it may be possible, equitably conserved
o 4 and allocated as between the employees of the National Company
possible. and the Pacific Company.

Maybe the Chairman will tell me that I am out of order in bringing this up,
but T want to say that we are dealing here with cars, locomotives, tracks and

everything incidental to the proper operation of a railroad, except the human

e

-
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element involved. Yet surely that human element should be regarded as para-
mount to many other things. There does not seem to be a single clause in the
~ Act directed towards the conservation of interests of the employees who, as
individuals, may be more seriously concerned with the application of this legis-
lation than will any other citizens of Canada. I do not want to press this mat-
ter now, of course, if it is out of order, although I hope to do so somewhere
later. I shall hand a copy of my proposed amendment to the Chairman and
Senator Meighen, and I think that the matter should be given some considera-
tion. The employees are, I imagine, uncertain as to what, if anything, they
can do to protect themselves against a possible avalanche of misfortune headed
in their direction. I do not think I exaggerate when I say that hundreds of
our citizens who have staked their all in the profession—if it is a profession—
of railroading, for a long or short term of years, are liable to lose everything by
the application of certain provisions of this Act. Railroad employees realize
that some things cannot be done, but they think, as I think, that there should
be somewhere in this Act a friendly gesture towards the conservation of the
rights that they have obtained after years of effort. It appears to me that in
subsection 4 of section 16 of the Bill there should be some provision that the
interests of the employees shall be always before the trustees of the Canadian
National and the directors of the Canadian Pacific.

Right Hon. Mr. MeiGHEN: I am not rising to oppose the motion, nor
to object that it is out of order. In fact, I may never oppose it; I shall have
to study it before I come to a decision. But may I make this observation? The
purpose and spirit of this Bill is to secure economies on the railway systems.
It is not the purpose to take away any rights that any employees may have.
Perhaps the end that Senator Murdock has in view might be appropriately
attained at this time by a provision that nothing in this Act shall be held to
disentitle either company from making such provisions as it heretofore had power
to make with regard to employees, nor to impair in any way the authority of
the Railway Commission under the Railway Act, in the same matter. Such a
provision would be entirely consistent with the intent of the whole Bill

Hon. Mr. Murpock: Will you pardon me, Senator Meighen, if I make a
further statement? Without intending to do the slightest harm to railway employ-
ees, we are proposing to enact a measure that will be of vital concern to them, a
measure that would, in effect, deprive many of them of all that they have. Under
conditions that have prevailed in the past in this country, there would be no
thought of the adjustment of the rights as between one class of employees and
another where, let us say, terminals were consolidated. Suppose after this Bill
is passed there were a consolidation of terminals in a number of places. In some
places the Canadian Pacific terminals would be jointly used in the future, and
adjacent Canadian National terminals would be abolished. In other places it
would be the Canadian National terminals that would be chosen for joint use.
Now, under past practice the Canadian Pacific employees would get the prefer-
ence when a Canadian Pacific terminal was chosen, and Canadian National
employees would get the preference in other cases. Have we any right to give in
this Act a direction to trustees and those in authority as to what, if any, alloca-
tion should be made between employees under these conditions?

Right Hon. Mr. MeiHEN: That is, of the work that would be left?

: Hon. Mr. Murpock: Yes, of the work to be done in the joint terminals, A
joint terminal would be paid for by the Ngtional Company and the Canadian
Pacific Company, but if that terminal had formerly been operated by the
Canadian Pacific the Canadian National employees would, under past practice,
not be taken on there. They would suffer simply because the Canadian Pacific

Company’s right of way, tracks, round houses, and so forth, were considered
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better suited, in that particular place, for the joint use of both roads. My pro-
posal is merely suggestive. I am sure the employees would still hope that they
would have the right to negotiate with a view to arriving at equitable conclusions,
but it seems to me that they will be very badly handicapped unless this com-
mittee should give an indication of what should be done.

The CramrMAN: Suppose, Mr. Murdock, that we take this as a notice of
motion—although it is not needed—that you are going to brmg up this matter
when we discuss the merits of the Bill.

Hon. Mr. Murpock: All right.

Hon. Mr. GriesBacH: It should be redrafted.

Hon. Mr. Forkg: Mr. Chairman, this Act is drafted in the interests of
economy. Is there any thing in iv to provide that the public shall get adequate
service in relation to the economy that is going to be practised?

Right Hon. Mr. MeicHEN: Oh, yes. You must remember that for some
years past the railways have been at hberty to co-operate without being specially
directed to do so. But they have not done it. If, in effecting economies, the
public service were not adequately provided for, the powers of the Board of
Railway Commissioners would be called into play. They will be called into play
here. Suppose the two railways agree on something, as they are authorized to
do, the public can appeal to the Railway Commission just as they have done in
the past. But suppose they go further, and apply to the tribunal. It is immedi-
ately in the mind of every member of the committee that the decision of the
tribunal overrides that of the Railway Commission. But the public interest
is safe, because the chairman of the tribunal may at his discretion eall for public
hearlngs before making an order.

Hon. Mr. Forkr: Thank you.
The CHAIRMAN: Subsection 4:—

It shall be the duty of the National Company and the Pacific Com-
pany, and they are hereby required, to meet by their proper officers forth-
with and from time to time as they may agree, to discuss and to effect by
agreement, if possible, the purposes set forth in this part of this Act. The
proper officers of the National Company for the purposes of this subsec-
tion shall be the Trustees by themselves and/or such of the National
Company’s officers as the Trustees may name for the purpose, and the
proper officers of the Pacific Company shall be the Directors and/or such
of the Pacific Company’s officers as the said Directors may name for the
purpose.

Right Hon. Mr. MEerGHEN: This wording is much improved and more com-
plete. The other did not cover the case at all.

The CHairMAN: Part III, Section 17:—

Arbitral Tribunals, constituted in manner hereinafter described,
shall be erected as and when required for the purposes of this Act.

(2) An Arbitral Tribunal shall have power and jurisdiction to settle
and determine the dispute, between the National Company and the Pacific
Company which it was erected to dispose of. It shall have power and
jurisdiction also to determine the conditions of, and interpret and enforce
all such measures, plans or arrangements as have been agreed upon or

" made between such companies pursuant to Part II of this- Act, whether
or not such agreement was in consequence of an order of an Arbitral
Tribunal.

Right Hon. Mr. MeicHEN: This is entlrely new. The old Bill did not pro-
vide at all for any difficulty that might arise in the execution of an agreement
arrived at between the companies.
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) " Hon. Mr. GriessacH: Should not the word “ dispute ” be in the plural?

Right Hon. Mr. MeigHEN: No, 1 think not. The Interpretation Act pro-
vides for the plural wherever it is necessary.

The CHAlRMAN: Subsection 3:—

Without restricting the generality of the foregoing power and juris-

diction of Arbitral Tribunals shall extend to disputes as defined by this

Act, relating to measures, plans and arrangements for proposals therefor

which concern

(a) joint use of terminals; =7

(b) running rights and joint use of tracks where there are actual
or functional duplications, or where such may be avoided;

(¢) control and prohibition in respect of the construction of new
lines and provision of facilities and additional services where no

~ essential need of the public is involved, or where the result would
be in the main the division of traffic already adequately pro-
vided for; '

(d) joint use of facilities where this would promote economy or per-
mit the elimination of duplication or unremunerative services
or facilities; :

(e) abandonment of lines, services or facilities; :

- {f) pooling of any part or parts of freight traffic or of passenger
traffic;

(¢9) things necessarily incidental to the above enumerated matters.

Hon. Mr. CasgraiN: Carried.
The CHAIRMAN: Subsection 4:

No Arbitral Tribunal shall have power or jurisdiction to order the
construction of extensions and additions to existing railway lines, term-
inals or facilities except in such minor matters as connections to give
access to existing lines, terminals or facilities which by order of any Arbi-
tral Tribunal or otherwise, are used or are intended to be used in common.

Hon. Mr. Catper: What is the position there in relation to Parliament?
The Board sends in the annual budget under which capital expenditures are pro-
vided for. As I see it, those capital expenditures cannot be made under the Bill
unless the co-operative board agrees to them. If it does not agree the question
will have to go to the tribunal. But Parliament has already considered the
matter and approved of it. Nevertheless, either party may say to the other
“You should not go ahead.”

Right Hon. Mr. MEiGHEN: That is quite all right. That is as I think it
should be,. -

Hon. Mr. CaLpEr: Then the chairman will override the will of Parliament.

Right Hon. Mr. MEiGHEN: Parliament will provide the money to the road
when it sees fit. It does that to-day, but the railway does not have to use
!;he money. All that Parliament says is that if in the judgment of the company
it is advisable to do a certain thing, the money is there for the purpose. There
is nothing humiliating to Parliament in that. If the Canadian Pacific were to
say that something was not necessary, that the service could be rendered later
on quite as effectively and without any hardship resulting in the meantime, or
that the desired end could be attained by union under certain terms, and were
to ask for a tribunal, I think Parliament would feel quite all right about it.
The money would be saved.

Hon. Mr. CaLper: It would be a rather anomalous position. The company
comes here and submits their bill to the House of Commons; it goes before a

committee, and all parties are heard; then it is decided that the road should be
constructed.

55144—33




88 SELECT STANDING COMMITTEE

Right Hon. Mr. MeiGHEN: Oh, no. All that the House of Commons does
is to decide that it is ready to provide the money. ‘
The CHAIRMAN: Section 18:— :

The Chief Commissioner of the Board of Railway Commissioners for
Canada shall be the presiding oificer of all Arbitral Tribunals. The
National Company and the Pacific Company shall each appoint a repre-
sentative, and the representative so appointed with the presiding officer
shall constitute the tribunal for dealing with the dispute to be disposed
of. At the request of either the National Company or the Pacific Com-
pany, or both, the President of the Exchequer Court of Canada may,
upon it being made to appear to him that the matter is one of sufficient
importance, appoint two additional members for the occasion,

Hon. Mr. GriesBacH: In line 30 should it not read “the representatives
50 appointed ”’?

Right Hon. Mr. MEIGHEN: Yes. It should be plural, I think.

The CualrmMAN: That is page 7, line 38,

Right Hon. Mr. MElGHEN: I suggest that in line 43 the word “ dispute ”
should be used instead of the word “ matter ”, and that the last phrase should
read “ appoint two additional members for its decision ”,

The CHAIRMAN: Subsection 2:—

The powers of the Arbitral Tribunal may be invoked by either
company by written application to the Chief Commissioner setting forth
in a concise and summary way the subject matter of the dispute. The
name of the representative of the company making the application shall
be notified to the Chief Commissioner concurrently with the making of
the application. A copy of the application shall forthwith be sent to the
other company with a request for the appointment of its representative,
and such company shall nominate its representative within ten days from
the date of receipt of the copy of said application.

Some Hon. Members: Carried.

The CHAIRMAN: Subsection 3:—

In the event of failure of the other company to appoint a represen-
tative the tribunal may proceed to consider and determine the subject
matter of the application, and the decision of the two members of the
tribunal shall be binding upon both companies. The presiding officer may,
however, in his discretion, appoint a person to represent the company
so failing to appoint its representative.

"Hon. Mr. Murpock: That should make them jump.

Right Hon. Mr. MEIGHEN: That is infinitely simpler than the old provision,
which provided that he should ask the Exchequer Court to appoint a man. If
the other company fails to appoint a man, why should not the Chief Commis-
sioner do it himself at once?

Hon. Mr. RoBinsoN: What is meant by “ the two members of the tribunal ”’?

Right Hon. Mr. MEIGHEN: If one side did not appoint a representative there
would be only two.
The CuAIRMAN: Subsection 4:

In the event that a representative of either company is unable or
unwilling, or neglects or refuses to act or to continue to act, a successor
may be appointed by the company he represents or by the presiding officer,
in the event of a failure so to appoint, or the Tribunal may, by direction
of the presiding officer, proceed to consider and determine the matter or
thing in dispute, notwithstanding the inability, unwillingness, neglect, or
refusal to act of such representative.
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Right Hon. Mr. MeicaEN: That too is much simpler.
The CuamrMAN: It covers the ground?
~ Right Hon. Mr. MEiGHEN: Oh, yes.
The CrHAIRMAN: Subsection 5:— ;
The Chief Commissioner may of his own motion or at the request

of the National Company or the Pacific Company or both, reconvene any
Arbitral Tribunal to settle or determine any dispute which relates to the
conditions, interpretation or enforcement of any order made by that
particular Tribunal, and such reconvened Tribunal shall have power and
jurisdiction to settle or determine in the premises. i

Right Hon. Mr. MeGHEN: That is entirely new.

Hon. Mr. Giuuis: Is that in the event of the other Company not asking
to have anything done? ;

Right Hon. Mr. MecaEN: No. Suppose that a big dispute is settled by
an arbitral tribunal appointed for the purpose, and that when the terms of settle-
ment come to be carried out one company says they mean one thing and the
other company that they mean something else. This provides that the whole
tribunal can be reconvened to decide the question. There is no need to establish
another tribunal.

Hon. Mr. SaarpE: Should not the tribunal have power to act in case the
parties decided to do nothing at all?

Right Hon. Mr. MercHEN: That is quite a big question. The report made
no such recommendation, and the Act does not give any power of initiation to
the tribunal. The Commission has not recommended that we should go so far
as to give power to the Chief Commissioner to initiate economies which the roads
themselves have not effected. We may have to come to that yet.

The CuamrMAN: It may be necessary when you come to work out this Bill to
make several changes in order fully to accomplish the object that the Commis-
sion had in view.

Hon. Mr. Gmuuis: Could not that power be restricted in a certain sense so
that they would not act execept under exceptional conditions?

Right Hon. Mr. MEcHEN: It would be pretty difficult. It is a very radical
step that you have in mind.

The CHAIRMAN: Subsection 6 of section 18:—-

The National Company and the Pacific Company shall pay all
reasonable fees and expenses of the members of the Arbitral Tribunal
appointed by them or by the presiding officer in equal shares or in such
proportions as shall be directed by the presiding officer. The fees and
expenses of the hearing and of witnesses and experts appearing before the
Tribunal shall be such as are allowed by the presiding officer, and shall be
paid either by one company or by the two companies in such proportions as
he shall direct.

Some Hon. MeMmBERS: Carried

The CrAlRMAN: Section 19:—

If, in the opinion of the presiding officer of any Tribunal, any applica-
tion made to him raises matters of substantial concern to the public or
a section of the public, he may direct that notice of the sittings of the
Tribunal shall be given either by advertisements in one or more newspapers,
or otherwise as he may consider expedient, and may permit representations
to be made at said sittings by such person or bodies, including the Gov-

ernment of Canada or of any of the provinces of Canada, as in his opinion
should be heard.




Hon. Mr. Murpock: Mr. Chairman, are we not by this section glvmg too

much latitude to the opinion of one man? For example, if the proposal before

the Arbitral Tribunal was to abandon a branch line, the public along that branch
line would be very much concerned and they would desire to have an opportunity
of saying publicly what they thought should or should not be done; but there
would be no public hearing unless in the opinion of the Chairman of the Arbitral
Tribunal the matter was of sufficient public importance. ;

Then may I bring forward another part particularly in order to get Senator

Meighien’s view of it. In section 17 of part III I find enumerated in clauses (a),
(b), (c), (d), (e) and (f) of subsection 3 the questions which the Arbitral Tri-
bunal are empowered and expected to deal with. Then as all too often happens,
we find clause (g):—

Things necessarily incidental to the above enumerated matters.

Then I direct attention to the first three lines of section 19:—
If, in the opinion of the presiding officer of any Tribunal, any appli-
cation made to him raises matters of substantial concern to the public or a
section of the publie—

That is rather broad. I have in mind the Conference which developed last year
relative to a ten per cent reduction of wages, and which affected the two great
railways from the Atlantic to the Pacific. No doubt the men may be concerned
in a rediscussion of that matter, for it might develop at any time. Would the
provisions of the Industrial Disputes Investigaticn Act be superseded by Article 2
of this Act?

Right Hon. Mr. MEIGHEN: Article 2?
Hon, Mr. Murpock: Article 2.

The provisions of this Act shall prevail over all inconsistent provisions
of all other Acts,—

Then clause (g) of subsection 3 of section 17 reads:—
things necessarily incidental to the above enumerated matters.

Now, the matter of compensation to employees of all classes is incidental to the
operation or the pooling of terminals or whatnot. But section 19 leaves it entirely
to the judgment of one man to say,—what? Whether it is even a matter of suf-
ficient concern to have a public hearing, or to decide, let us say,—I am simply
putting this as a question—to decide that there shall be ten, fifteen or twenty
per cent reduction in wages. I am just wondering how far you could go under
the three parts of this Bill. ;

Right Hon. Mr. MEeicHEN: Well, Senator, I do not think that the question
cf wage reduction would be considered something “ incidental to the above enum-
erated matters,” in the sense that it would enable the tribunal to effect a reduc-
tion or in any way to override the provisions of the Industrial Disputes Investi-
gation Act. Not only do I think it would not be so, but I would be willing to
accept any amendment saying that it was not so.

Hon. Mr. Murpock: I thought you would agree with that.

Right Hon. Mr. MeiGHEN: It is true that this gives vast authority to the
Chief Commissioner, and it may be that the committee would feel like restricting
that authority. But I feel it is very difficult to state what restriction there should
be. We cannot direct the Chief Commissioner to give the public a chance to be
heard on every occasion, because no doubt there would be matters of minor
consequence coming before him with respeet to which it would be absurd to
provide that advertisements should be published all over the country. On the
other hand it might be provided that the Governor in Council could direct the
Chief Commissioner to have certain hearings in public and to advertise them.
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But if that is done it will mean that the public will be appealing to Governor in
Council all the time. That is the objection. I think you can trust the Railway
Commissioner to see that where public interests are seriously affected there will
be advertisements. 4 : :

Hon Mr. Murpock: The section says the presiding officer may order adver-
tisements if any application raises matters of substantial concern to the public
or a section of the public.

Hon. Mr. Caserain: The advertisements are to be inserted in newspapers.

Right Hon. Mr. MecHeEN: Yes. I would not have the slightest hesitation
in trusting the commissioner in that. But I do want to be certain that the rail-
ways are not empowered to make reductions in services, lines, trackage, or
terminals, without the public having a right of appeal to the Railway Com-
mission as it now has. I do not think this would give such power to the rail-
ways, but I intend to make sure that it does not, for if it did something would
be done that the Commission never intended and that neither the Government
nor Parliament would ever sanction. It would never do to give power that
would override the bounden duties of the roads to furnish reasonable services.

Hon. Mr. CascraiN: The railway board would be doing its duty and attend-
ing to that.

Right Hon. Mr. MuicHEN: I want to preserve the right of appeal to the
Railway Commission in this respect, and also any rights that labour has under
either the Labour Act or the Industrial Disputes Act.

The CraRMAN: Section 20 reads:—

For the carrying out of the provisions of this Part, the Chief Com-
missioner may make rules or regulations governing all matters of pro-
cedure, including the care and custody of the proceedings before and the
orders and decisions of Arbitral Tribunals.

Rules or regulations of the Board of Railway Commissioners in
respect of the procedure for hearing applications, and the conduct of its
sittings shall, mutatis mutandis apply to proceedings before the Arbitral
Tribunal, except in so far as they may be inconsistent with the provisions

of this Part, or with rules or regulations expressly made for the purposes
of this Part.

Hon. Mr. GriesBacH: Does that call for a permanent registrar? Would the
office of the Board of Railway Commissioners be the registry office?

Right Hon. Mr. MeigHEN: It may be that included in the powers of the
Chief Commissioner should be the establishment of records and the provision
of personnel for the keeping of them. That is what you have in mind?

Hon. Mr. GriesBacH: Yes.

Right Hon. Mr. MeicaeEN: For all tribunals, because he will be on them
all.

Hon. Mr. GRIESBACH: Yes.

Right Hon. Mr. MeicHEN: I think, Senator Griesbach, the intention is that
the orders should be executed as if they were orders of the Railway Commis-
sion, and consequently that there should be the same system of recording that
the Railway Commission now has. It was intended, I think, that the orders
should run through the Railway Commission and be included’ in the Commis-
sion’s records.

Hon. Mr. GriesBacH: Is that clear in the Bill?

Right Hon. Mr. MeicHEN: If it is not clear it will be made clear.
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The CrAIRMAN: Section 21:— o
The Chief Commissioner as presiding officer of any Arbltral Tnbunal
shall have and exercise all the powers of the Board of Railway Commis-
sioners to examine witnesses upon oath and for securing the attendance
of witnesses, and for the production of documents and generally in respect
of witnesses and evidence as provided in the Railway Act.

And section 22:—

An order or decision of any Arbitral Tribunal shall be bmdmg upon
the National Company and the Pacific Company, and shall have like
force and effect as an order of the Board of Railway Commissioners for
Canada made in a matter falling within the Board’s jurisdiction, and may
be enforced as if it were an order of said Board, and all the provisions
of the Railway Act in respect of orders of the Board and their enforce-
ment shall apply mutatis mutandis to an order or decision of the Tribunal.

Right Hon. Mr. MEeiGHEN: I think that the purpose Senator Griesbach had
in mind could be achieved by inserting, after the words “ like force and effect ”
in line twenty-two, the words ““ and be recorded in the same manner and place.”

Hon. Mr. CaLpeEr: And by the same officials.

Right Hon. Mr. MEicHEN: The section could be made to read:—

An order or decision of any Arbitral Tribunal shall be binding upon
the National Company and the Pacific Company, and shall have like
force and effect, and be recorded in the same manner and place, and by
the same officer or officers, as an order of the Board of Railway Commis-
sioners for Canada.

and so on.

The CHAIRMAN: Section 23:—

Where the execution of an order, or the carrying out of a decision of
the Tribunal, involves the doing of any act which by any statute requires
the assent or approval of the Board of Railway Commissioners, or where
in the opinion of the presiding officer himself the public interests involved
ore of sufficient importance to warrant it, no order made by a Tribunal
shall be operative without the concurrence of the presiding officer and his
formal written assent.

The CHAIRMAN: Section 24:—
In the event of any conflict between an order of the Board of Rail-
way Commissioners and that of any Tribunal, the order or decision of
the Tribunal shall prevail.

The CHAIRMAN: Section 25 says:—

The determination of an Arbitral Tribunal shall be final as to all
matters of fact and of law except a matter going to the jurisdiction of
the Tribunal. No proceedings in certiorari shall lie, but in lieu thereof
there shall be an appeal to the Supreme Court of Canada, by leave of a
Judge of that Court, upon a question as to jurisdiction.

(2) Such appeal shall be asserted and shall proceed according to the
ordinary rules and procedure of that Court, except that they may be
varied in the particular case to fit its circumstances by direction of the
Judge who gives leave to appeal.

Well, gentlemen, we have gone through the Bill.
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‘Hon. Mr. CasGraiN: Mr. Chairman, there are many excellent clauses in
the Bill, but in order that we may benefit as soon as possible I should like to
have an expression of opinion on the motion:— '

That, pending the passing of the present Railway Bill “A” in the
opinion of the Committee a certain number of officials of the Canadian
Pacific Railway Company and an equal number of officials of the Cana-
dian National Railways should meet to try and co-operate in eliminating
some of the duplication of railway service with a view to economy, and
that in the cases when they cannot agree the Chairman of the Railway
Board may be called in to act as umpire and thus give effect to the pro-
posed economies.

Hon. Mr. DANDpurAND: Do you want that in the Bill?

Hon. Mr. CasGraiN: No. We are losing a million dollars a week, and as
it may be some weeks before this Bill is passed, I desire to secure an expression
of opinion with a view to encouraging the railway companies to go to work
immediately. Furthermore, the Chairman of the Railway Board could be called
in to act as umpire if they could not agree. The motion cannot do any harm,
and I know that neither railway has any objection to it.

Hon. Mr. Murpock: The motion is before the Senate now.

Hon. Mr. Cascrain: It stands there, but it was suggested to me that it
would be better to bring it up in this committee, where it could be considered
quietly. That is the reason I had the motion in the Senate stand.

Right Hon. Mr. MEIGHEN: Senator, this committee cannot deal with any-
thing that is on the Order Paper of the Senate, and you left your notice of motion
on the Order Paper.

Hon. Mr. Caserain: If it is taken up here I will drop it in the Senate.

Right Hon. Mr. ME1GHEN: It would have to be dropped in the Senate first,
because the Senate has it under purview, and it has not committed it to us. If
it were dropped in the Senate and brought up here, and we were to reach a
decision on it, we would have to report back to the Senate. Why not go ahead
with it in the Senate?

Hon. Mr. CasGraiN: I thought the committee would recommend it to the
Senate.

The CuAmMAN: If you want to get it before the committee you can move
in the Senate that the resolution be referred to the committee,

Well, gentlemen, to what date shall we adjourn? Thursday morning at
10.30 has been suggested.

Gentlemen, we have made arrangements with the labour people to be here
on Thursday morning. Is it your pleasure that the Clerk shall inform the
Board of Trade of Halifax that we will meet at 10.30 next Thursday, and that
we wish to hear them then?

Some Hon. MemBERS: Carried.
: Hon. Mr. Carper: Are any Canadian National men going to appear before

us

Right Hon. Mr. MeiGHEN: No, they have wired that they do not wish to
be heard.

I have a letf.,er written on behalf of Mr. Wegenast—he appears to write it
by- proxy—in which he requests to be heard. I will paraphrase the letter very
briefly. It is for the purpose of making sure that no Arbitral Tribunal appointed
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- under the Act can authorize or sanction the abandonment of any lmes servi
or facilities. I suggest that a letter be sent to him by the Clerk to the effect.
that while the committee would not decline to hear him on the subject, one of
the main purposes of the Bill is to secure economy, and that it would be very
unlikely that the point he raised would he acquiesced in by the committee.
The CrHARMAN: Is that your pleasure, gentlemen?

Some Hon. MemBErs: Carried.

The committee adjourned until Thursday, November 24, at 10.30 a.m,
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THE SENATE, :
TrUurspAY, November 24, 1932.

The Standing Committee on Railways, Telegraphs and Harbours to whom
was referred the Bill A, intituled an Act respecting the Canadian National
Railways and to provide for co-operation with the Canadian Pacific Railway
System, and for other purposes, resumed this day at 10.30 a.m.

Right Hon. Mr. Graham in the Chair.

The CuARMAN: The committee has decided to hear the labour repre-
sentatives first.

Hon. Mr. Daxpuraxp; Before we start on this inquiry I should like to

settle a point with my friend the leader of the Government, as to the extension
of the inquiry in this committee. I read the speech made by him when he
presented the Bill, and I took it for granted that although this Bill was here
in the form of a Government measure it was to be examined freely from all
angles, and that we would not be bound by the principle or principles involved
in the Bill. Being under that impression I explained that we might well explore
and inquire into the value of the resolution of the Senate of 1925, and in closing
I said:— :
I have called attention to the report of the Senate committee because
of the fact that a number of honourable senators have taken their seats
since 1925, and I think it would be well for us to bear that report in
mind when dealing with this Bill in committee. '

Then Mr. Calder follows along the same lines. He said:

As a matter of fact, it was not necessary for me to say anything
at all about the Bill, because, as I understand, we are not asked to approve
its principles at this time. The Bill, T presume, will simply be given
a pro forma second reading, and every honourable member will be left
free to take a stand for or against any principle or detail.

We are now dealing with one of the most important problems affecting the
whole economic fabric of the Dominion. We know what is our present situa-
tion financially, and how hard it will be for the Government to press further
in imposing taxes on the people in order to meet the deficits of the Canadian
National Railways. That being so, T thought, and I said so in the Senate,
that perhaps the Commission had not gone as far as it could have gone towards
solving our problem and curing our ills. As a matter of fact, I read some
three hundred pages of the evidence in which the commissioners themselves
must have furnished one-third or one-quarter of the evidence in exchanging views
with the witnesses appearing before them. A representative of the Canadian
National, who has been with that railway and with the Canadian Northern
for thirty years, Mr. Ruel gave his views, and said that he wanted something
that would penetrate into the abscess and cleanse it, if possible, and he brought
before the Commission a tentative Act to incorporate the Canadian Co-operat-
ing Railways and respecting the Canadian National and Canadian Pacific
Railway systems and the Canadian Government railways. I have secured a
copy of that Bill. It would tend to eliminate amalgamation under private
~ownership or under public ownership, and follows the middle line of joint
management.

I shall not put on record at this moment the Bill presented by Mr. Ruel,

who knows all the intricacies of the Canadian National. He was speaking
55434—13
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as the representative of that railway system—that is, as the representative of
all of us—and I suggest, therefore, that the chairman be asked to call him before
to-morrow’s meeting. 1 move accordingly. :

Hon. Mr. Murpock: I second the motion.

Right Hon. Mr. MEiGHEN: I have no change to make in the language that
I used in introducing this Bill or on the motion for the second reading. The
entire liberty that I there outlined I want to continue to the full. It will be
noted that I made no statement that the second reading would not involve
the adoption of the principle of the Bill, and I sought later, in this committee,
to define the principle clearly as economy by co-operation. It may be that
others interpreted the second reading differently. For my part, if, in the pro-
gress of this committee, Senator Dandurand or any other member desires to
move an amendment for a solution at variance with the principle of this Bill, I, as
leader of the Government, will not ask the chairman to rule it out. Now the
motion before the Committee is merely that Mr. Ruel be called. Certainly
I have no objection to that.

Hon. Mr. Murbock: Might I suggest, Mr. Chairman, that if the Committee
would read the record of Mr. Ruel’s evidence before the Royal Commission we
might not consider it necessary to call him. In dealing with this question that
is now before us, Mr. Ruel says at page 2212 of the Commission’s record:—

I think competition is a curse.

As I understand, all through his evidence Mr. Ruel appeared to take a position
entirely contrary to the recommendations of the Royal Commission, and also
of the Bill now before us implementing those recommendations. Do we want
to have Mr. Ruel come before us to reiterate his expressed view that there
should be no competition, and that he thinks the whole railway situation should
be handed over to one concern? 3

Hon. Mr. CasGraiNn: Mr. Ruel is very well versed in railway matters, but
it is months since he gave that evidence before the Royal Commission, and Le
must have learned a lot in the meantime. We want to know what he has learned
since then.

The CHAIRMAN: Does the motion carry?

Some Hon. MEMBERS: Carried.

Hon. Mr. Burcau: When will Mr. Ruel be heard?

The CaaRMAN: We are sending a telegram asking him to be here to-morrow
morning.

Who speaks for Labour?

Mr. W. L. Best: Mr. Chairman, I appear on behalf of Railway Labour,
including the Trades and Labour Congress of Canada.

At the outset may I say that the memorandum now before you was pre-
pared for presentation to the Government in relation to the report of the Royal
Commission on Railway Transportation: As your honourable body had intended
to hear us in January in view of the early adjournment of the present session,
we had been proceeding with the preparation of this memorandum to present
to the Government, that being always our policy with respect to Government
measures affecting railway labour; but the present session having continued
longer than was anticipated, and you having requested us to appear to-glay, we had
no other alternative than to use this memorandum, which, as you W{ll see from
the summary at the conclusion, covers at least the principles contained in the
Bill to which your Committee is giving consideration. .

With your permission, sir, I will now read the memorandum, and if when
I have finished any honourable gentleman desires to put any interrogations to
me I shall be very glad to answer them.
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MEMORANDUM OF COMMENTS AND RECOMMENDATIONS
SUBMITTED ON BEHALF OF THE STANDARD ORGANIZA-
TIONS OF RAILWAY EMPLOYEES COVERING THE REPORT
OF THE ROYAL COMMISSION ON RAILWAYS AND TRANS-
PORTATION IN CANADA, 1932. )

I. INTRODUCTION

It is our desire at the outset to assure the Government and Parliament
of Labour’s deep concern for the successful solution of the railway diffi-
culties confronting Canada. As the representatives of the Standard Rail-
way Labour Organizations, and the Trades and Labour Congress of Can-
ada, we speak for the 200,000 workers necessary to the Canadian railways.
It must be obvious that the welfare of this large group of wage earners
and their dependents is inextricably bound up with the destiny of the
Canadian raillway industry. And likewise the degree of efficiency, the
cost of operation and the quality of the service of the railways are vitally
affected by the attitude and conduct of the thousands of persons necessary
to perform the day by day tasks of railway operation. Without their
enthusiastic and loyal help and co-operation it would be impossible for the
railways adequately to fulfil their responsibility to the people and indus-
tries of Canada. It is this fact, this interrelation of employee, railway
and public welfare, which moves us to appear before you to-day and
convey to you our carefully thought out position in respect to the observa-
tions and recommendations of the Report of the Royal Commission to
inquire into Railways and Transportation.

As a general proposition, we are pleased to advise that railway labour
finds itself in accord with many of the findings and recommendations of
the Royal Commission. We recognize the magnitude and arduousness of
the task assigned the Commission and sincerely believe that where it did
not comment upon problems of specific interest to railway labour and make
suitable recommendations, it was primarily because it could not in the time
at its disposal deal to a final conclusion with all of the implications and
consequences growing out of those reforms which it did recommend. We
prefer to consider that the Commission rather deferred to the capacity of
railway labour to safeguard its interests and the conscience of railway
management and the Government to provide adequate insurance against
consequences growing out of its recommendations which would work hard-
ship upon railway labour. So where, hereafter, we either differ with the
findings of the Commission or are insistent upon the necessity for providing
measures which will protect the interests of the railway worker as well as
those of the railway owner and user, it is primarily because we are firmly
convinced that the difficulties of the Canadian railways and especially the
Canadian Government will in the last analysis not be solved at all if the
employees are menaced by the threat of lowered living standards and are
further exposed to the hazard of unemployment. To reduce the cost of
operating the railways by measures which would reduce the purchasing
power of nearly a million citizens and seriously aggravate the unemploy-
ment problem would adversely affect railway morale and so railway service
and operation. At the same time it would create additional demands for
relief upon municipalities, provinces and the Dominion which would have
to be met largely out of funds raised through taxation and other methods
of community and government finance.
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II. TaE Furure oF THE CANADIAN NATIONAL RAILWAYS ?

1. Maintenance of Railway Identity

Railway labour is fully in accord with the recommendation of the
Royal Commission to the effect that the identity of the Canadian National
and the Canadian Pacific Railways be maintained. It is also fully in
accord with the Commission’s recommendation that the Canadian National

continue under government control and that its relation to the Govern- :5\

ment be so modified as to reduce the hazard of political interference in
management to a minimum. As a general proposition, railway labour
considers that the interests of the railway user, investor and worker as well
as the public will be best preserved and furthered through the maintenance
of healthy competition between a publicly-owned and a privately-owned
railway system of approximately equal status. It visualizes in this
arrangement, subject to a statutory mandate for the two railway systems
to eliminate wasteful rivalries, the most satisfactory set-up which can be
devised for the conduct of the railway service of Canada.

2. Control and Management of the Canadian National

The Commission recommends that three trustees should be appointed
by the Governor-in-Council, in whom should be vested the powers of the
present Board of Directors, as well as such additional authority, including
the appointment of the Chief Operating Officer, to the end that the recon-
stituted Board would function not primarily in an advisory eapacity, but
as a body full empowered “to administer the property and operate the
system and every part thereof.” All decisions of this Board of Trustees
shall be by majority action providing the Chairman is a member of such
majority. Furthermore, the Board is to be self perpetuating, since
vacancies shall be filled only from nominations made by the trustees them-
selves.

We find ourselves at variance with this proposal for the control of the
Canadian National Railways. In the first place railway labour submits
that the provision giving the Chairman in essence full veto power over the
decisions of the Board is in practice subjecting him to the temptations of
dictatorship. This is too great a concentration of responsibility and
authority in one man. Railway labour is most reluctant to see the fate
of the Canadian National properties and the welfare of its thousands of
employees entrusted to the judgment of one individual, no matter how
capable, experienced and wise he may be. It is our reasoned conclusion
that the setting up in virtual perpetuity of control so highly concentrated
over the affairs of the Canadian National in an attempt to escape the
influence of political and community pressure is going to the other extreme,
that of autocratic control. And this, in our humble opinion, is infinitely
worse than the evil which it is sought to remedy.

In the second place, we contend that a board of trustees, consisting
of three persons for a transportation system the size of the Canadian
National with its ancillary services and its many thousands of employees
is inadequate to bring that high degree of experience, thought and counsel
to the affairs of the Canadian National Railways which will be needed,
especially during the immediate years of economic rehabilitation ahead of
us. We are particularly concerned about the problems involving the
human element of the Canadian National and consider that at least one

member of the new Board of Trustees, regardless of its size, should be -

especially qualified to counsel in respect to these problems because of his
experience and the confidence imposed in him by the railway employees.
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This policy was recognized in the make-up of the present Board of
Directors of the Canadian National, and also on other important public
boards and committees. To this arrangement must be attributed much of
the loyalty and enthusiasm, as well as good relations between management
and men on the Canadian National of which the Royal Commission took
special cognizance. In the opinion of railway labour it would be a. grave
mistake to ignore the wholesome lesson taught by this experience and in
the face of it now deny labour the opportunity to continue to help in the
administration of the government-owned railway system.

In view of the foregoing, we strongly urge that there should be at
least five trustees appointed by the Government for a period of seven
years, whose terms of office shall expire at intervals not less than one
year apart. Five highly competent persons, one of whom is particu-
larly qualified in personnel matters, another one of whom is expert in
matters of public relations, while the remainder are especially compe-
tent in railway finance and operating matters would, in our judgment,
constitute the ideal make-up of the future Board of Trustees for the
Canadian National Railways.

In support of the consistency of our proposal, attention is directed
to the Report of the Royal Commission on Railways and Transporta-
tion in Canada of 1917, known as the Drayton-Acworth Report, wherein
recommendation 31 provides:

“31. We recommend that there be five Trustees, three railway
members, one member selected on the ground of business and finan-
cial experience, and one as specially possessing the confidence of
railway employees; that the original Trustees be named in the Act
constituting the Board; and that their tenure of office be substan-
tially the same as that of judges of the Supreme Court.”

3. Chief Operating Officer for the Canadian National

An analysis of the Commission’s recommendations with respect to
the Chief Operating Officer of the Canadian National impels us to’the
conclusion that any person qualified for the position of President and
charged with the care and entire working of the railway in detail should
at least be accorded ex-officio a voice in the deliberations of the Board
of Trustees. Perhaps this feature can be taken care of in the by-laws
which the Board of Trustees will formulate as soon as it is organized.
Railway labour is particularly anxious that no situation develop as
between the Board of Trustees and Chief Operating Officer which will
make for delay or difficulty in arriving at decisions of vital importance
to the efficient conduct of the National Railway System. The contact
between Chief Operating Officer and Trustees should be intimate and
continuous in order that the business of railway administration may be
expedited to the greatest possible extent.

4. Qualifications of Management

The Royal Commission reveals in its report that it is fully aware
of the menace of “political and community ” pressure to which the
Canadian National has been exposed in the past and recognizes the
undesirability of political interference in the operating affairs of the
System. To safeguard against these hazards in the future the Com-
mission has made certain recommendations with which we find our-
selves substantially in accord. There is another feature in respect to
this matter, however, which the Commission does not deal with speeci-
fically, but which in railway labour’s estimation is of equal importance
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to the success of the Canadian National under government ownership.
This feature concerns those individuals, namely, the members of the
Board of Trustees, the Chief Operating Officer and his staff of officials
who will be charged with the responsibility of administering the Cana-
dian National.

We consider it most important indeed that only such persons be
selected for these posts who are firmly convinced of the possibility and
practicability of making a success of the Canadian National as a pub-
licly-owned enterprise. Any other attitude of approach with regard
to those who will manage such an important undertaking would presup-
pose its failure. We assure the Government that with publicly spirited
individuals at the helm of the Canadian National determined to make
public-ownership a success, railway labour will be in full sympathy
and do its utmost to assist.

5. Budget Requirements, Annual Report and Audit

The Commission further proposes that the annual budget of the
Canadian National should be under the control of the trustees, and that
amounts required for income deficits, including interest on railway obli-
gations, for capital and for refunding should first be submitted to the
Treasury Board for its approval and presentation to Parliament by the
Minister of Finance. It also suggests that a report be made to Par-
liament by the Board of Trustees and that a continuous audit of the
accounts of the System be made by independent auditors, who should
also make a report to Parliament. In conclusion, the Commission earn-
estly recommends that “in the interest of discipline and to prevent
prejudice to the relations that should prevail between trustees and the
staff . . . . . that the officials of the company in charge of opera-
tions should not be asked to appear (before Parliament) for examina-
tion.”
Railway labour heartily endorses all these recommendations, the last
one in particular, and urges that they be carried out by the proper
authorities in spirit as well as in letter. By such action the morale of the
Canadian National personnel, in our opinion, stands to be progressively
strengthened in the future.

6. Capital Structure of the Canadian National

Railway labour has long been painfully aware of the blighting effect
of the handicaps imposed by the inflated and distorted financial structure
of the Canadian National, especially upon management and labour, and
agrees with the Commission’s observations that:—

“x * * it must be frankly recognized that a very substantial
part of the money invested in the railways comprised within the
Canadian National System must be regarded as lost and that its
capital liabilities should be heavily written down * * *.”

For reasons which it did not state, however, the Commission did not
consider the time opportune to deal with this important matter, but
suggested instead that it have the early attention of the Board of Trustees.

It is quite conceivable that the Royal Commission could not, in the
time at its disposal, bring down a detailed plan revising the very com-
plicated corporate as well as financial structure of the Canadian National.
It is significant that it did go so definitely on record as to the inflated
nature of the prevailing financial structure and the necessity for reducing
it to a sound basis. But railway labour cannot agree that the time is
inopportune to deal with this important matter. Instead it would seem
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that the sooner steps are taken which will lead without delay to the right
and permanent revision of the Canadian National financial structure the
better it will be for all concerned. So we respectfully urge that a deter-
mined start be made to solve this problem once and for all. No fear
need be entertained that its solution will evolve prematurely. The task
is so complicated that the country should be well on the road to recovery
by the time it becomes possible to recast the finances of the Canadian
National. In railway labour’s opinion the delay in dealing with this
situation over the last ten years has been as much responsible for some
of the demoralizing experiences of the Canadian National as any other
difficulty.

III. Tae ELIMINATION OF WASTEFUL RIVALRIES

1. Co-operation Between Railways

The Commission emphasizes the failure of the railways in the past
to get together in their own interests and in the interests of the public;
that it is not enough that each should take all practicable measures of
economy in respect of its own system, but urges that there must be joint
action with a view to savings in the wider sphere. It then recommends
that a statutory duty be imposed upon the Trustees of the Canadian
National Railways, as well as upon the Directors of the Canadian Pacific
Railway, to adopt as soon as practicable such co-operative measures as
shall be best adapted to the removal of unnecessary or wasteful services
or practices, to the avoidance of unwarranted duplication in services and
facilities and to the joint use and operation of all such properties as may
conveniently and without undue detriment to either party be so used.

Whilst closer co-operation might be effected in some phases of rail-
way operation, we respectfully submit that any hasty action in further
elimination of services and facilities which may be duplicated at certain
points, will not tend to improve the railway situation, especially in the
present crisis, nor is it calculated to relieve the tragic human conditions
prevailing throughout Canada.

We also feel that if measures are taken for co-operation between the
two Systems for the elimination of duplicate services and facilities, appro-
priate provisions should be made for protecting the interests of the em-
ployees. Although we are directly interested, with other taxpayers in
the financial condition of our railways we are quite frank in stating that
our primary concern is for the welfare of the employees and their families
who may be adversely affected by the proposed economics. We believe
that many thousands of our citizens in the communities which have been
built up around the railways will share with us the deep concern of their
fellow citizens employed on the railways, and whose future welfare may
be determined by economic expediency rather than human considerations.
We are not convinced that economic expediency, regardless of human
welfare, will solve this national problem.

To this end, therefore, railway labour feels obliged to urge with all
the emphasis it can command the necessity of also imposing upon the
railways a statutory duty not to aggravate the evils of unemployment
as a by-product of co-operation between them. Moreover, we strongly
recommend that if railway lines are to be eliminated, terminal or other
facilities closed, removed, substantially or totally abandoned, or traffic
diverted, which would affect the seniority, or right to work as between
the employees of one seniority district and those of another on either
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railway, or as between the employees of the Canadian Pacific Railway
and those of the Canadian National Railways, the railway company
or companies concerned should be required to give at least sixty (60)
days’ notice of such contemplated changes to the representatives of the
respective organizations of the employees directly concerned holding con-
tracts with the railways and, before any changes are made, endeavour to
agree with such representatives to an adjustment of the seniority or rights
to work of the employees affected thereby. We also believe that in the
event of railway employees suffering property losses due to the elimina-
tion of railway lines, partial or complete abandonment of terminals or
facilities, or diversion of traffic, compensation should be afforded them
for such losses. In order that the foregoing conditions may be assured,
definite provision in this respect should be embodied in any legislation
enacted bearing thereon.

2. The Arbitral Tribunal

Railway labour finds itself quite unable to acquiesce in the principle
of compulsory arbitration between the railways for the purpose of forcing
co-operation as proposed by the Royal Commission in respect to the
Arbitral Tribunal as long as one and only one man, the Chairman of
the Board of Railway Commissioners, has the deciding voice. But this
is not our only objection. No recommendation is offered by the Commis-
sion with regard to the protection of the employees’ interests by the
Arbitral Tribunal. This Tribunal, subject to the judgment of one indi-
vidual, has it within its power to decide the fate of thousands of railway
employees to say nothing of their associate citizens, as well as the schools,
churches, banks, public facilities and industries identified with the com-
munities in which they live. We respectfully remind the Government
that the investment of the railway employees in their industry is the
investment of life itself. In the merging of facilities, the pooling of traffic,
the elimination of lines and the like, the human investment as distinguished
from the financial investment is usually disposed of far too lightly. It
would be considered quite preposterous for example to deprive the holders
of mortgage bonds of some or all of their financial equity in these bonds
if the underlying physical facilities were merged or abandoned. Yet this
is precisely the fate meted out to railway employees whose employment
equity is sacrificed whenever facilities are merged or abandoned.

In view of these aspects of the proposed Arbitral Tribunal, it is our
contention that if compulsory arbitration be considered indispensable as
a final means for eliminating wasteful rivalries, that the service of the
Board of Railway Commissioners for Canada and not the Arbitral
Tribunal subject to one man domination, be invoked to sit in judgment
on the matters in dispute. We also recommend, in the interest of full
and adequate consideration of all issues involved, that railway labour
be enabled as a vitally interested party to appear before any joint con-
ference or final boards of arbitration as may be established to consider
specific measures aiming at the elimination of costly rivalries.

3. Ancillary Services.

It is the opinion of the Commission that aggressive competition
between the ancillary serviees of the two railway systems (hotels, tele-
graphs and express service) where now operated competitively should
cease, and that both railways, by means of the conference plan proposed,
should work out schemes “ which will permit of the working in harmony
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of these ancillary services where now operated competitively.” Railway
labour again urges the necessity of so carrying out these suggestions, if
~ and when undertaken, that the same regard and consideration be given
the employees affected as is prescribed for all others.

1IV. Moror VEHICLE COMPETITION

In our opinion the Commission makes 'a thorough and illuminating
analysis of motor vehicle competition with the railways of Canada. It
maintains, as a general proposition, that “ relief to the railways from the
inroads being made by trucks into freight earnings will come by restrie-
tion and regulation of truck traffic as distinct from taxation and by some
form of co-ordination with rail traffic.” Tt goes on to point out that the
framing of regulations for the purpose of controlling motor vehicles is
within the competence of provineial highway authorities and police
administrations to enforce. On the strength of this the Commission pro-
poses that the related problems of regulation and restriction of motor
traffic on highways could best be dealt with by a conference of highway
department officials of all provinces meeting at the invitation of the Fed-
eral Government. The Commission then lays down seven objectives to
serve as guides for this conference with the major portion of which we are
in hearty accord. Of special concern to labour are the following two
objectives, namely :-—

“ Minimum standards in regard to working conditions, including
wages and hours of labour, should be required.”

“1In the interests of the safety of the public, a standard of fitness
should be required of all operators in regard to their vehicles.”
In the past railway labour has participated actively in the shaping

of provincial legislative and regulatory measures designed to improve
highway transportation and equalize the opportunity of service between
motor vehicle and railway transportation. It is ready, able and willing
to continue to make its contributions to the formulation of regulatory
measures which must be adopted progressively with respect to motor
vehicle transportation. In this connection we urge that representatives of
labour be invited by the provincial hichway authorities and the Federal
Government to participate in the national conference proposed by the
Royal Commission for the specific purpose of advising in respect to mini-
mum standards of employment, wages, hours and fitness of personnel in
motor vehicle service. Labour is peculiarly well equipped to assist in the
shaping of such regulations.

V. LAarour RELATIONE AND THE PREVENTION OF UNEMPLOYMENT

It is gratifying to note that*the Royal Commission recognizes the
existence of good relations between management and employees on both
systems. Its observations to the effect that in bringing the road and equip-
ment of the Canadian National to the standard of required efficient opera-
tion there emerged “ an efficient transport system affording a service of
high standard with a loyal and enthusiastic staff of officers and employees
* * * 7is also indicative that labour relations have been satisfactory
on Canadian railways.

With the picture of good labour relations and satisfactory morale
before it as well as the readiness of railway labour to co-operate with man-
agement for mutual welfare and public service, it is disappointing to us
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that the Royal Commission did not rise to the occasion and call particular
attention to the willingness and capacity of labour to co-operate for the
common good. We respectfully submit that no single reform applicable to
the railway industry of Canada offers more lasting benefits over a long
range of time than whole-hearted co-operation between responsible labour
unions and management for the good of both and the public they serve.
We maintain that no improvement in Canadian transportation can be had
for less in the way of capital expenditure and legal changes than the
sincere co-operation of the thousands of railway workers in the day by
day performance of their duties. .

Railway labour’s policy of co-operation aims principally at enlarging
the usefulness of labour unions to the railway industry. Instead of con-
fining union activities simply to the negotiation of wages, rules of employ-
ment and working conditions, it seeks to enlist the help of the employees
on the railways in the conservation of materials, elimination of waste,
increase of production, improvement in service, solicitation of traffic and
in many other ways of benefit to the railways and their patrons. This
necessitates first of all willingness on the part of railway managements
to accept such help from the labour unions, and next to regard unions as
potential assets to management rather than as liabilities. And since the
collective agencies of mankind function largely in response to the prospect
of future reward, so railway labour unions wiil and do co-operate with
management when it appears that such co-operation stands to be .
rewarded by benefits to all concerned. The benefit of gratest value to
labour and society, espeially under present conditions, is the prevention
of unemployment. Hence, a sound program of labour-management
co-operation aims to safeguard labour and the national welfare against
unemployment.

There are other benefits, some immediate, some remote, which labour
just as management, hopes to gain through its co-operative policy.
Among these may be listed improvements in working conditions, better
understanding between men and officers, fewer grievances, increased
real wages and greater wage income—constructive objectives, all of
which are certainly desirable when judged by the economic and social
welfare of Canada and its people. And if these benefits can be secured
by means of joint effort in the prevention of waste, in the increase of
railway efficiency and in the improvement of railway service—in short
at no expense to employer, employee, shipper, investor or public—then
obviously the policy of labour co-operation as thus far developed on the
Canadian railways is deserving of all the encouragement it can get.

In the face of the splendid opportunity available to secure labour’s
full co-operation in improving the general performance and econduct
of the entire Canadian railway situation, we deeply regr_et that
the Royal Commission failed to take note of this opportunity, but
instead merely commented upon the rigidity of wage scales and labour
practices as one of the contributory causes of the railway prpblem. We
prefer to stress the possibilities inherent in genuine co-operation between
labour and management as one of the most worthy methods to help
solve the railway difficulties of Canada. For the Government to en-
courage and railway management to take full advantage of labour’§ co-
operative attitude rather than to aggravate the unemployment situa-
tion or interfere in long established labour relations will, in our opinion,
be the statesman-like thing to do.
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VI. SuMMARY

In summarizing our comments and recommendations respecting the

Report of the Royal Commission on Railways and Transportation and
such legislation as has been or may be proposed to carry out its recom-
mendations, we respectfully urge and submit:—

FIRST

That, in the search for a solution of the railway problem of Can-
ada the welfare and interest of the human element party to the
Canadian railway industry be not sacrificed in the vain hope that
such sacrifice will solve the financial and material difficulties of
Canada’s railways ~and Government. Railway labour is deeply
apprehensive that failure to adequately protect the equity of Cana-
dian railway employees in their industry in an attempt to ease
the financial burdens upon the railways, will inevitably lead to dis-
appointment and the creation of new burdens in other quarters.

SECOND

That, in the interest of preserving harmony and good-will as
between railway employees, management and government during the
crisis in which we all find ourselves, the long established, successful
and proven labour relations prevailing in the railway industry be not
disturbed. Not only will the maintenance of existing relations allay
unwarranted apprehension but it will also serve to strengthen and
develop the spirit of co-operation between management and men for
mutual benefit and public service.

THIRD

That, given the assurance that the interest of the railway em-
ployees will be adequately protected and labour relations not dis-
turbed, railway labour stands ready to co-operate whole-heartedly
with all concerned to effect a progressive, orderly and humane solu-
tion of the railway difficulties of Canada. ;

In the light of these three basic principles, we therefore specifically

submit:—

FOURTH

That the identity of the Canadian National and Canadian
Pacific Railways be maintained, and the Canadian National con-
tinue under government control.

FIFTH

That, in the reconstruction of the Canadian National Railways
directorate, there shall be at least five trustees appointed by the Gov-
ernment for a period of seven years, their appointments to expire at
intervals not less than one year apart. A majority of the trustees
shall govern decisions of the Board. One trustee shall be selected
from a panel of nominees submitted to the Government by the volun-
tary organizations of labour having contractual relations with the
Canadian National Railways. All directors so appointed, in addition
to their qualifications as to business, financial and railway experi-
ence, should also be convinced as to practicability of the success-
ful operation of a publicly-owned enterprise.
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SIXTH

That the task of writing down the capital structure of the Cana-
dian National be undertaken without further unnecessary delay. '

SEVENTH

That, along with the mandatory duty to be placed on the rail-
ways to co-operate for the purpose of eliminating wasteful rivalries,
conserve expenses and the like, there be placed a concurrent duty to
safeguard railway employment likely to be affected by co-operative
measures, and that in carrying out this mandatory duty to safeguard
employment the railways by law or otherwise be required to adopt the
following measures:—

~ (a) Give sixty days’ notice to representatives of the respective
organizations of employees directly concerned of contemplated
measures designed to eliminate rivalries, merge or abandon facilities,
re-route traffic, and the like, so as to enable these representatives and
the railways involved to adjust seniority and related issues which may
arise.

(b) Insure to the employees vitally concerned through their
accredited representatives the right and opportunity to appear before
joint conferences between the railways -considering co-operative
measures, as well as before arbitration boards dealing with disputes
arising therefrom.

(¢) Provide that all employees who are compelled through co-
operative measures to transfer to other localities in order to hold their
employment, and so are obliged to sacrifice their homes, shall be
adequately compensated for such sacrifices by the employing railway.

EIGHTH

That, in the event some tribunal is thought necessary to sit in
judgment upon request from either railway in respect to measures
in dispute, the Board of Railway Commissioners be empowered to
discharge this function.

NINTH N

That a conference of provincial highway authorities be called
under Federal auspices without delay to prepare a recommended code
to regulate motor vehicle transportation for adoption by the various
provincial authorities concerned, and that railway labour through its
accredited representatives be enabled to participate.

Respectfully submitted on behalf of: :

Brotherhood of Locomotive Engineers

R. H. Cobb, Assistant Grand Chief.

Byron Baker, Dominion Legislative Representative.
J. B. Ward, General Chairman, C.P.R.

H. B. Chase, General Chairman, C.N.R.

Thomas Skelly, General Chairman, C.N.R.

J. E. Mitchell, General Chairman, C.N.R.
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Brotherhood of Locomotive Firemen and Enginemen

H. H. Lynch, Vice-President.

Wm. L. Best, National Legislative Representative.
Hugh Richmond, General Chairman, C.P.R.

T. M. Spooner, General Chairman, C.N.R.

Wm. G. Graham, General Chairman, C.N.R.

R. E. Linden, General Chairman, C.N.R.

Order of Railway Conductors

C. S. Montooth, Vice-President.

A. H. Nethery, Canadian Legislative Representative.
S. H. Carson, General Chairman, C.P.R.

Thomas Todd, General Chairman, C.N.R.

B. L. Daly, General Chairman, C.N.R.

Brotherhood of Railroad Trainmen

W. J. Babe, Vice-President. :

James Conley, Dominion Legislative Representative.
A. McGovern, General Chairman, C.P.R.

J. J. Hendrick, General Chairman, C.P.R.

W. G. Cunningham, General Chairman, C.N.R.

J. W. R. Hibbitts, General Chairman, C.N.R.

C. P. Lockwood, General Chairman, C.N.R.

Order of Railway Telegraphers

J. J. Trainor, Vice-President.

George Gilbert, General Chairman, C.P.R.
J. A. Bell, General Chairman, C.P.R.

W. H. Phillips, General Chairman, C.N.R.
J. H. Dixon, General Chairman, C.N.R.

J. T. Eddy, General Chairman, C.N.R.

Brotherhood of Maintenance-of-Way Employees

W. V. Turnbull, Vice-President.

J. J. O’Grady, General Chairman, C.P.R.

A. McAndrews, General Chairman, C.P.R.
W. Aspinall, General Chairman, C.N.R.

W. H. Crampton, General Chairman, C.N.R.

Brotherhood of Railway and Steamship Clerks, Freight Handlers,
Ezpress and Station Employees

F. H. Hall, Vice Grand President.

W. A. Rowe, General Chairman, C.P.R,

J. L. Pateman, General Chairman, C.P.R.

Jas. Ducat, General Chairman, C.N.R.

J. A. Grattan, General Chairman, C.N.R.

J. W. Walters, General Chairman, C.N.R.

J. T. B. Kane, General Chairman, Dom. Atlantic Ry.

International Association of Machinists

James Somerville, Vice-President.

W. Duncan, General Chairman, C.N.R.

J. E. McGovern, General Chairman, C.P.R.
D. 8. Lyons, General Chairman, C.P.R.
W. R. Rogers, General Chairman, C.N.R.
W. A. McGuire, General Chairman, C.N.R.
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Brotherhood Railway Carmen of America
Frank McKenna, Vice-President.
Jas. Corbett, General Chairman, C.N.R. .
G. O’Neil, General Chairman, C.N.R.
R. Macrorie, General Chairman, C.N.R.
Amos Astin, General Chairman, C.P.R.
W. Chisholme, General Chairman, C.P.R.
L. Beaudry, General Chairman, C.P.R.

International Brotherhood of Botilermakers’ Iron Shipbuilders and
Helpers of America
W. J. Coyle, Vice-President.
A. M. Milligan, Vice-President.
John Thomson, General Chairman, C.P.R.
E. J. Bull, General Chairman, C.P.R.
H. Poulley, General Chairman, C.N.R.
D. Holtby, General Chairman, C.N R.
J. O’Neill, General Chairman, C.N.R.

International Brotherhood of Blacksmiths, Drop Forgers and Helpers

W. Powlesland, Vice-President.

D. Watson, General Chairman, C.N.R.
D. Langland, General Chairman, C.P.R.
F. Dinardo, General Chairman, C.N.R.

International Brotherhood of Electrical Workers

E. Ingles, Vice-President.

F. A. McEwan, General Chairman, C.N.R.
H. Hosfield, General Chairman, C.P.R.

H. Russell, General Chairman, C.P.R.

United Association of Plumbers and Steamfitters

W. J. Bruce, Grand Lodge Representative,
0. W. Crowthers, General Chairman, C.P.R.
J. Ansell, General Chairman, C.N.R.

International Association of Sheet Metal Workers

Art, Crawford, Grand Lodge Representative.
Frank Walsh, General Chairman, C.P.R.
H. Davis, General Chairman, C.N.R.

International Brotherhood of Firemen, Oilers and Shop Labourers
Jas. C. Gascoyne, Vice- Pres1dent

International Moulders’ Union of North America
R. Menary, General Chairman, C.N.R.

Commercial Telegraphers’ Union of North America

G. R. Pawson, General Chairman, C.P.T.
W. M. Lucas, General Chairman, C.N.T.

Division No. 4, Federated Railway Trades

R. J. Tallon, President.
Charles Dickie, Secretary.

Trades and Labour Congress of Canada
Tom Moore, President.
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i may add, Mr. Chairman, that Mr. R. J .>Tallon, President of the Federated
Railway Trades, is associated with me to answer any questions which may be

put by the members of the Committee, and which I may not be able to answer.

The CHAIRMAN: Have all the senators here received a copy of your memo-
randum?

Mr. BesT: Yes. v
The CHATRMAN: Are there any questions to be asked Mr. Best pertaining to

his memorandum?

Hon. Mr. LyNcH-STAUNTON: What is the meaning of the word “seniority”
as used on page 21 of your memorandum, in clause (a) of your seventh sub-
mission?

Mr. Besr: Well, Senator Lynch-Staunton, you probably appreciate the
fact that practically all our railways, I think all of them, have for many years
had contracts with their employees; and “seniority rights ” is a term that has
been recognized in those contracts.

Hon. Mr. LyNncH-STAUNTON: That is what I do not understand.b ‘What are
the seniority rights? >

Mr. Best: Let us take the case of a man who enters the service of the
Canadian Pacific Railway as a locomotive fireman. Suppose he is ultimately
promoted to the job of engineer. Then the time he has been in the service will
determine his right to hold certain runs, for example, and to be given continuous
work, perhaps, while there is work. That is to say, the senior man will have his
seniority, the same as is recognized in the churches, sometimes, where the oldest
man gets the best job, provided he can preach well.

Right Hon. Mr. MEIGHEN: Mr. Best, I would like to have your view on one
point. Will you describe in your own words what difference there would be
between the conditions now existing and those that would exist if your recom-
mendations were made effective, that is any difference beyond the substitution
of five directors for seventeen? And will you especially indicate to the com-
mittee what economies could possibly be effected?

Mr. Best: Well, it is probably a large order to answer that question satis-
factorily to the right honourable leader of the Senate. Those matters will have
to be determined. I understand that the Bill imposes a statutory obligation on
the two railways to get together.

Right Hon. Mr. MEeicaEN: What could they do if they got together?

Mr. Best: We propose that for the settlement of matters in dispute there
should be an arbitral tribunal.

Right Hon. Mr. MEiGHEN: The object is economy. Will you state a specific
instance where a substantial economy could be effected?

Mr. Best: Well, through co-operation, possibly in the elimination of some
services, probably terminal facilities.

Right Hon. Mr. MEiGHEN: But how would you effect economies if you have
to give everyone as good a position as he had before?

Mr. Best: Of course, Senator Meighen, we frankly admit that we are
greatly concerned wth the human element. We have no apology to make for
that. We are trying to stress human values rather than material.

Hon. Mr. LyNcH-STAUNTON: Is it not your suggestion that there should be
no changes whatever in the present law or railway situation, except by reducing
the personnel of the board of directors to five?

Mr. Besr: Not until there has been consultation with representatives of
the employees. We think the welfare of the employees is of as vital concern
as is the interest on rolling-stock that is idle.

55434—2
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Hon. Mr. LyNcH-StauNtoN: Have you recommended any change in con-
& ditions other than reducing the board to five members?— S

Mr. Best: I think we recognize that certain co-operative measures might be
taken, but what we are contending for is that the human element should be
considered in whatever is done.

Hon. Mr. LYNCH-STAUNTON: You want to protect—and quite naturally and> o
properly—all the employees, so far as possible? Is that not the idea?

Mr, Best: Yes, as far as possible.

Hon. Mr. DANDURAND: Mr. Best, it was suggested before the Royal Com-
mission that there might be an abandonment, under one plan, of 2,000 miles of
railway, and, under another plan, some 5,000 miles, without materially affecting
the proper service to the public. Do I understand that you would not be speci-
fically opposed to these abandonments, but that you would ask the railways to
try to give due regard to the human element with a view to bringing about
re-abs‘?rption of employees who would be thrown out of work by the abandon-
ments?

Mr. Best: We do not hesitate to say that the elimination of 1,000 miles of
railroad to-day would accentuate the national problem, which we think is equally
as bad as the present railway problem. No group is better acquainted with the
situation than the forty representatives who are associated with me here to-day,
because we have first-hand information of the difference between railway
employment conditions that existed in, say, 1928 and those that exist to-day.

According to statistics we have now approximately 50,000 less than we had;
and for the first seven months of 1932 we have had $105,000,000 less of pur-
chasing power than we had at the end of 1928. It seems to me, gentlemen, that
we will further accentuate the condition—and that is only speaking of railway-
men and their families, and the communities which are dependent on them—to
say that regardless of that we are going to pull up more track; and as a respon-
sible representative citizen of Canada, I cannot see that we are going to improve

_our situation or solve our whole problem. I have been connected with the rail-

way for forty-two years, and in common with yourselves we have been paying
taxation, but I cannot see it. I am not going into the causes, for those are dealt
with by the Commission; but we cannot explain away the difference between
the report of the Commission and what we are proposing. In a word, we are
simply saying: Surely we have enough people in Canada to look after the human
element first.

I am not one of those who say that it is illegitimate to make money. Do
not misunderstand me, gentlemen. But here is the picture that we have all seen.
In one of the worst years in the history of Canada, 1931, according to the best
authority that I have heard, the head of the Chamber of Commerce of Canada,
over $226,000,000 was made in dividends in this country. I am not intimating
at all that it was made illegitimately, but I want you to get that picture alongside
the picture of almost three-quarters of a million people out of work. If in one
vard in the city of Montreal there are 250 railway caaches idle, and 100 or 75
railway locomotives idle, someone—and it must be the public—is paying the
interest on the bonded indebtedness. But many of those who make up the
human element have already gone out and taken a step that no red-blooded
Canadian wants to take—the step away from self-reliance-—and have had to
accept charity.

I travel across Canada from my native province of Prince Edward Island
to Vancouver Island, and I know, I believe better than almost any member of
Parliament, the conditions that prevail, and that many are suffering because
they will not ask for charity. That is why we think many are comfortable and
are getting relief.
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A My concluding thought is this. As a representative Canadian I say again
~ that it is much better, even if we have to borrow, to ‘subsidize the Canadian
~ railways than to throw more men on the street to look after themselves.

Right Hon. Mr. MEIGHEN: Suppose you cannot get the money.

Mr. Best: Well, I cannot answer that, Senator Meighen. I have never
seen g time when we could not get money. ] :

" Right Hon. Mr. Mecuex: We are approaching that condition rapidly.

Hon. Mr. Berque: How woeuld you cure the trouble you have mentioned in
regard to profits that have been made? L

Mr. Best: I would niot venture a suggestion. I have said to many men, and
I say this earnestly, that I never felt as impotent in all my life as I do now, and
I know that there are many other men in political and religious life to-day, or
engaged in the common tasks, who feel as I do. Yet I am ashamed of that feel-
ing. I have not the solution, and I do not suggest that I have. All I say is that
we as Canadians must shift the emphasis to human values. And we must have
courage to do that. I do not know how it is going to be done, but I am convinced
that there are brains enough in Canada to do it and that we do not have to go
outside of Canada. I have as much confidence to-day in what Canada ean pro~
duce as ever I had, even though some of our greatest captains of industry are
erying out with all reverence “ O, God, we have made a mess of things. What
can we do?” They are as sincere as I am. I am just trying to place the feelings
of our people before you, gentlemen.

Right Hon. Mr. Meighen has asked a question, and it is a pertinent ques-
tion. I know it is hard to get money. It is also hard for some of our men to
hear their kiddies say “ Daddy, I am hungry.”

Hon. Mr. Daxpuraxp: Mr. Best, you have spoken of dividends being paid
to people. I want to call attention to the fact that these dividends come out of
accumulated thrift, accumulated economies. Just now I have before me the case
of widows whose husbands by sheer economy accumulated a little capital which
was invested in stocks. Dividends have gone down, and the neighbours and rela-
tives of these widows are now obliged to take care of them.

Remember, I would like to put by the side of your picture, which seems to
mean that those who have have received, a picture of the very many thousands
who have had because of their thrift and little economies, and who have pur-
chased stocks which produce these dividends. Now, during the general depres-
sion they have lost the benefit of their economies.

Mr. Besr: I quite appreciate that, Senator Dandurand. I know men who,
by the same token, have acquired a little money and purchased an extra home
which they have rented, and which is their only source of revenue; but in many
cases the person who has rented it is in the same position as themselves, and
he cannot be put out. :

Hon. Mr. Lamrp: I notice that through your presentation, Mr. Best, you
have stressed the human element, particularly with regard to eventualities in the
event of divisional points being changed or closed. Before asking my question
I want to draw attention for a moment to the fact that in addition to railway
men there are other people living in those divisional points. There is the store-
keeper who has gone in to cater to the railway men, the poolroom proprietor
who furnishes them with diversion; there is the hotelkeeper, the butcher, and so
on, All those men have invested their money in those divisional points in good
‘faith in the same way as the railway men. Now then, in case a divisional point
is changed, you stress the paternal interests that should be taken in the railway
men, that they should be reimbursed for whatever losses they have suffered by
reason of such change. Does your paternalism extend far enough to include

these other people who live at the divisional points and who will be affected in
5543423
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exactly the same ratio as the railway men themselves, or ié it your;d&a ' coj
fine the paternalism simply to railway employees and let these other people, w
W(lfnt 1?n there in good faith the same as the railway employees, shift for the
selves? R S

Mr. Best: We are authorized to speak only for our constituents. In our
memorandum we have not omitted any interests that have been built up; we
have mentioned the churches, schools, banks and other institutions that will
affected if changes are made, regardless not only of the personal interests
these people but of their value to the community and to the nation. H

Hon. Mr. Lairp: Let me go a step further, then. If you are to includé a

these different interests as being entitled to compensation, where do you think

=
i

the Dominion is going to get money enough to provide for the measures of pater-
nalism that you propose to put into effect? s

financier.

Hon. Mr. Lamp: I am not talking of that at all. ' '-f,
Hon. Mr. LyncH-STAUNTON: Is not this the position: You and your asso-

ciates? can see no way out of the present difficulty; it must be allowed to con-
tinue?
Mr. Rorert J. TaLroN (President of the Federated Railway Trades of

Canada): I think the question should be coupled almost directly with the ques-

tion put by Senator Meighen, that there is a Bill before the Senate, and in that

way do our suggestions differ from the provisions of the Bill. In other words,
if our suggestions were carried out what ecofiomies could be made in the opera-

tion of the railways.

Hon. Mr. Ly~xcH-STAUNTON:  But my trouble is this: I cannot see that
you make any suggestions to change the present condition.

Mr. Tavron: I am going to attempt to deal with it. When we speak of

the “ present condition ” of the railways, I think we are speaking of a condition

that has been built up in the past few years and has put the railway industry
where it is to-day. .

Hon. Mr. LyncH-STAUNTON: I am speaking of the present plan of con-
duct of the railways themselves in their operation and financing.

Mr. TavLon: Might I answer in this way. All of us have realized what
changes have taken place since the Royal Commission concluded its hearings.
In other words, we must give full credit to the respective managements of the

two railway systems for the economies they have effected with the machinery =

they now have in existence.
Hon. Mr. Ly~xcu-Staunton: I do not want to be thought to be ragging,

Mr. Best: When you get into money matters I cannot answer; I am notai'-;
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because I am not at all. T want to understand vou. It seems to me that you =

think all the desired ends we wish to attain can be attained under the present
form of management and conduct of these railways.

Mr. Tarrox: Having in mind the adoption of the Bill now before the =

Senate, we are suggesting certain changes or additions to it, and T think there
is full scope and latitude for effecting essential economies that will be found
necessary in the operation of the railways.

Hon. Mr. Lyxcu-Staunton: That do now exist?

Mr. TarLon: Considering the Bill you have before you.

Hon. Mr. Daxpuraxp: By voluntary co-operation?

Mr. TarLon: By voluntary eo-operation, with the suggested reference to a
Tribunal. But we are objecting to what we think is a fundamental change in

railway conditions in this country. I think the pepple of Canada are averse to o8
the thought of one man dictatorship. The suggestions to the two railways that =
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~ certain things might be done to bring about economies in operation have to a
considerable extent been adopted, and I would remind the Committee that the
- report of the Canadian National Railways which will be submitted to Parlia-
~ ment in a short time will show the economies that have been effected to bring
about a reduction in operating expenses; the Canadian Pacific have also taken
similar steps, and I think we shall find that the two railway systems have been
able to make tremendous economies. I believe if the two managements get
together as suggested by the Railway Bill they will be able to carry out 98 per
~ cent of all the economies which either management might have carried out, and
~ these economies will be carried out in a regular way. If the two railway manage-
ments cannot get together, we believe a better purpose would be served by
appointing a board whose majority decision would be more in accordance with
British and Canadian traditions, and which would be more acceptable to the
public than giving to one man an arbitral veto power. That is one of our
suggested changes in the Bill, and we believe it would bring about tremendous
economies.

Hon. Mr. WessTER: What advantage do the brotherhoods think would acerue
to the Canadian National System by writing down the capital liabilities? I
should also like to ask what suggestions you have to offer in regard to the men
in the mining districts of Cape Breton and the West who have been thrown out
of employment through the closing down of the mines?

Mr. Tarron: I do not profess to be a financier, but I would point to the
practice throughout the world when it is found that an institution cannot pay
expenses. The railway history of the entire world is full of cases of railway
companies privately owned going into receivership; then those railways have
been purchased at a low price, in other words, their capitalization has been
written down, and they have been put into operation again. I can readily see
that something similar might be suggested with regard to capitalization of a
publicly owned railway company; but I do suggest that it is not fair to call on
the employees to make such a sacrifice in order that dividends may be paid on
stock into which water has been injected in devious ways. I think it would be
a much fairer proposition if we could get down to the capital figure on which
we would expect to pay dividends—if you want to put it that way. The capital-
ization is so absolutely fictitious at the present time.

Hon. Mr. Daxpuraxn: Why do you speak dividends when we are faced
with the obligation of paying interest on the railway debt?

Hon. Mr. Lynca-Staunton: You do not mean dividends in the ordinary
acceptation of the word.

Mr. TaLron: I mean any surplus over operating expenses that is left to
pay interest.

Some Hon. Sexaror: How would you handle the losses of operating?

Mr. Tavron: In a privately owned company they have devious ways of
doing that. If we own a property I suppose we have to be responsible for the
situation that follows from its operation. But that is getting rather far afield
from our presentation. :

Hon. Mr. CaLpERr: It seems to me that on the point raised by Senator Laird
our Committee is going to have a great deal of difficulty. The suggestion con-
tained in your memorandum, Mr. Tallon, is to the effect that when economies
are made through the abandonment of lines or facilities or services the railway
employees who are affected so far as their property is concerned should be
confiscated. If we agree to that principle, what must we do with those other
than railway employees who, through conditions prevailing everywhere in Canada
at the present time, have to meet exactly the same situation? Consider the
point raised by Senator Laird, the case of a merchant in a little town where a
railway line is abandoned. Not only the railway employees are affected, for the
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_abandonment works hardship on the merchant and all other property owners.
If we attempt to write into this Bill the principle that is apparently advocated,
that the state must compensate a railroad employee whose property becomes
practically useless to him as a result of some change that the railway deems
necessary, is there not a possibility that we shall have to go very much farther?
One of my fellow senators mentioned the case of a miner who has been working
in a mine that is abandoned, and who has bought a home near that mine. Well,
must the state step in and compensate the miner for the value of his property
when he loses his job under circumstances of that kind? R

I am simply asking for your views, Mr. Best. I am not saying that I am
opposed to them, but we should know what they are before we make up our minds
with regard to your memorandum. If we adopt in its entirety the principle that
you are recommending, in as far as railway employees are concerned, then we
must seriously consider the adoption of it with respect to all other classes of
employees. 3

Mr. Best: The principle has been accepted for many years. - When the right
honourable gentleman who is chairman of this committee was Minister of Rail-
ways, the Parliament of Canada accepted that principle, and ever since then
employees have been compensated to a certain extent. If a terminal were aban-
doned under certain conditions, and employees had to leave their homes, they
have been compensated under section 179 of the Railway Act. What we are
asking for is an extension of that principle.

Hon. Mr. Cavper: I understand that principle applies in connection with
the Canadian National.

Mr. Best: In connection with all railways.

The Cualrman: It is statutory.

Hon. Mr. Cawper: Suppose the Canadian Pacific decided to abandon part
of its road to-morrow, would it be required, under existing law, to compensate
employees?

Hon. Mr. Murpock: Under an order of the Railway Commission, yes.

Hon. Mr. Catper: Your seventh submission, paragraph (c), at page 22 of
your memorandum, is that the railways be required to

Provide that all employees who are compelled through co-operative
measures to transfer to other localities in order to hold their employment,
and so are obliged to sacrifice their homes, shall be adequately compensated
for such sacrifices by the employing railway.

Do you ask that we go farther than existing statutes, or simply that existing
statutes in this respect should be maintained?

Mr. Best: Yes, we are asking that you go farther than existing statutes.
In fact, you may recall that last year we had a bill introduced in the House of
Commons, I think by the member for Algoma, which was in harmony with what
we are asking for, that Parliament go farther than the present section 179 of the
Railway Act provides, that is to provide for cases where a terminal is partially
or virtually closed. We cited the situation at Big Valley on the Canadian
National Railways.

Hon. Mr. CaLper: In brief, what did you ask for?

Mr. Best: We asked for compensation for employees who incur loss through
being forced to move as a result of partial abandonment by a railway. When
that line between Calgary and Edmonton was diverted, the employees suffered
loss.

Hon. Mr. Caper: What compensation did you ask for?

Mr. Best: Compensation for employees who owned property that was worth
$70,000 at that time and which is not worth five eents to-day. <
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Hon. Mr. DonneLLy: What was the fate of your bill before the railway
committee in the Commons?

Mr. Buest: It was defeated before the railway committee. I think there
were only about twenty-one of the sixty members present.

Hon. Mr. Murpock: I think there is a slight misunderstanding that should
be cleared up by either Mr. Tallon or Mr. Best. I judge that some members of

the committee are of the opinion that labour is contending it should not suffer =

any further losses. I do not understand that to be the case. My understanding
is that labour recognizes fully the fact that it is going to suffer great losses, in
addition to the heavy losses that it already has suffered, as a result of the econ-
omies that will be put into effect.

Mr. TarLon: My own hope is that we are not going to bear any more losses.
1 say with all sincerity that where economies have to be effected, the best parties
for putting them into effect are the particular railway that is concerned and its
employees. These parties are in the best position for understanding the many
problems that arise in such circumstances, and therefore are able to get together
for the carrying out of their plans. The railways might be able to get together
themselves with respect to interests that dovetail. We are not objecting to that,
but we do suggest that in any case where there is a dispute the Board of Railway
Commissioners, or some such body, should adjudicate.

Hon. Mr. Murpock: Reference has been made to the effect that the aban-
donment of a terminal would have on the local storekeeper, pool-room proprietor,
butcher, baker and—as one of my honourable friends suggests—bootlegger. It
has been suggested that if we provide certain protection for railway employees
who suffer loss through terminal abandonment, it might be argued later that
we should protect all these other classes of people to whom I have referred. I
should like either Mr. Tallon or Mr. Best to define the difference between those
classes of citizens and railway employees. Many of those people in private
business may have been placed in their positions by wholesale concerns, and
they may be able to move elsewhere with profit to themselves, whereas a rail-
way man who has given twenty-five or forty years to his calling finds that
he is not able to make a move and continue in the same line of work.

Mr. TaLron: I was just going to suggest that I cannot make out any
better case than Senator Murdock has done.

Right Hon. Mr. MEeigaeEN: Mr. Chairman, I think the committee will
permit me to say a word at this point. What 1 am going to say is dictated
by the assumption, which I know is correct, as I think all the committee will
agree, that we have some fair-minded men representing labour before us, and
that the men that they represent are not only fair-minded but good citizens.
I simply want to put before these gentlemen our position, which is perhaps as
emergent, as tremendous in its demands and as imperative and peremptory as
ever faced any Parliament. The contention of these gentlemen is that we must
have regard to the human element. I do not think any member of Parliament
anywhere, and certainly not in this committee, wants to disregard the human
element further than he is compelled to do by overpowering conditions and
economic forces that he simply cannot meet. The human element, especially
as represented by labour, should be last to suffer and the least to suffer, but
the question confronts us: What are we to do?

Mr. Best says “ Borrow more money. I never saw you yet that you
could not borrow money.” Surely he knows that up to a point you can bor-
row money, but that beyond that point you cannot; and possibly that you
should not borrow money even up to that point, because by doing so you are
hurting instead of helping.

The report of the Royal Commission showed that in order to cover up
essential payments that had to be made or repudiated, thereby staining the
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name of Canada with dishonour, $456,000,000 had to be bori‘ovc.retﬂi‘ to COVé;

interest on investment; and $456,000,000 more were borrowed—practically the
same amount—for new expenditures. We have been borrowing at a pace that

had saddled us with over $900,000,000 in nine years, and substantially more

since. I am not an alarmist, and 1 hope that Mr. Best and all others present

will understand me when I say, to begin with—and I do not want to say any-
thing which in the slightest degree will damage the ecredit of Canada—that

every human being knows that the process of borrowing brought us to the
point where our credit was very seriously affected everywhere, even in our own

midst. One does not need to look back more than three or four weeks to see
one of the proofs of the statement I have made. We were doing just what Mr.
Best thinks we ought to do—co-operating by pleasing everybody—and we have
got to a place where we have to right-about-face or there will be a crash in
which the railway men will suffer first, labour will suffer next, and the whole
Dominion will be in a state of chaos. :

He said we have done quite a bit already. How have we done it? Have
we done it without labour suffering as a result? Not at all. Labour has suf-
fered every step of the way—we all have; thousands of men are out of work,
and while in the main they are not railway men, some are. Labour had to
suffer. There was no other way out, and if we continue as we have been doing,
it will have to continue to suffer. That is the position we are faced with, and
we have to deal with it. I ask in his heart of hearts does he think that we can
deal with it on the recommendations he has put before us.

Someone has suggested that we would get ninety-eight per cent. For the
life of me I cannot see how we would get one. I have put the pointed question
to Mr. Best, as a railway man and as an intelligent man who has had to do
with railway affairs all his life, and asked him to tell me of one instance in
which we could make a saving if this iz adopted. Can we close a terminal here
and make a saving? I do not see how we can. We have to compensate those
who suffer. That is plain in the memorandum. Just how much one is to suffer
he is ready to let a tribunal of the whole Railway Commission, instead of a
tribunal of one man, decide. But still we have to pay.

It must be manifest to the representatives of labour—and T wish you would
tell your people—that if we do that, assuming that we save a little, we are still
going down the hill. Tt may be that the pace is less rapid, but nevertheless, we
are going down, down, down. We have to start up, or face the consequences.

This committee is one of the instruments of government, one of the elements
and factors in meeting the situation. 1 have given an undertaking to Mr.
Murdock, at his urgent request, that we shall not do anything, even in the
present desperate or almost desperate circumstances, to take away any right
that railway labour has. I think we all recognize that it has a right that no
other body of labour has ever been given by Parliament—that right in respect
of terminals, and the power of the Railway Commission to offer compensation.
Does Mr. Best think this is a time when we can possibly extend the scope of
those rights, at the same time ignoring the rights of labour in all other fields
to similar compensation? Can it be done?

In coming before us and urging what is set out in the memorandum, do not
these representatives bring upon themselves the responsibility of telling us that
we can do what they recommend and at the same time improve the present
position? And will not Mr. Best acknowledge that we just canmot go on
borrowing; that it cannot be done? We may have to do it to some extent, but
it is going to make it tremendously difficult for us before we turn the corner.
The argument that we should continue to go on has to be answered with a
thunderous no. I mention this to show the peremptory character of the problem
that we have to face. We have to find a solution, and while we want to find
it with the least possible injury to labour and all others interested, nevertheless,
we have to find it at all costs.
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Another thing that Mr. Best said was that we had $234,000,000 of interest
upon investments. That sounds very big and imposing. But is not this true,
Mr. Best: first of all, that that is mainly the money of life insurance companies
and other similar organizations who are the trustees of the small savings of the
great mass of the people? Do you want us to imperil that? If you do, who is
going to pay the penalty? It is going to be paid by millions of humble people

= of this Dominion. But whether it is the individual or not, is it not the fact

that the coupons which to-day are being clipped by our banks have been taken
in payment of indebtedness? Some of us could speak rather feelingly about that.
There is a limit to which you can go, and I imagine that if the gentlemen were
right close to the problem they would see that if we have not already over-
stepped the limit we are pretty close to it. I have said this to help towards a
realization that this thing is of gigantic importance and far-reaching consequence.
Our duty is a tremendous and most responsible one, and we cannot evade it or
side-step it, and while we want to do our duty with the least possible injury to
anyhody, we cannot meet the wishes of everybody. :

The Cuarman: Gentlemen, if no one else wishes to ask Mr. Best any
questions, I imagine we may regard his presentation as completed. I must
compliment you gentlemen for having so good a man as Mr. Best to present
your case. It is a most difficult situation. I have always found Labour ready
to meet situations half way, and I think we must come as close as we can to a
solution that will be comparatively satisfactory, and trust to all those interested
to be willing to accept their share of the burden that we all miust assume to
straighten out this difficulty.

Mr. Best: Mr. Chairman, may I express my appreciation to yourself, to the
right honourable leader of the Senate, Honourable Mr. Meighen, and to the
other honourable gentlemen present for the courtesy with which you have
received our delegation, and for the very moderate interrogations which you
have put to us. I know you did not expect that we would answer all the
questions that you put to us. .

The CaAIRMAN: You came as close as most people do to answering them.
s I have received the following cable from London, England, dated Novem-

r 20:—

Chairman, Railway Committee, The Senate, Ottawa.

Section ten of Railways Bill as read October 27 affects our statutory
voting privileges conferred by Anglo-Canadian Agreement embodied
in Grand Trunk arrangements at chapter 56 of 1862, amended 1873.
Imperial and Quebec Governments should concur with us regarding amend-
ments. Please cable if your Committee is disposed to hear us.

Hawkin, Trunk Pref., London.

Mr. Hawkin represents certain Grand Trunk shareholders who I
believe are now in litigation with the Canadian Government. He com-
plains that section ten of this Bill will interfere with voting rights. I
should like the leader of the Government and the leader of the Opposition
to give us their views as to what reply should be sent to Mr. Hawkin.
I understand the Royal Commission in reply to a similar cable sent to
them, stated that the matter was now sub judice, and that it would be
improper to hear any representations.

Right Hon. Mr. MEiGHEN: Gentlemen, it will be remembered that in 1920
an agreement was made with the Grand Trunk Directorate, ratified by their
shareholders—they on the one side, the Dominion of Canada on the other—under
which the Dominion of Canada became the owners of all the stock, common
and preferred, of the Grand Trunk Railway, assumed the interest and the
debenture stock and bonds, and agreed to pay for that common and preferred
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stock such a prlce as would be found by a tribunal of arbltratmn, whloh
selected by the two parties. The tribunal found that the stock had no Y&Iqef
The Grand Trunk then became obligated to turn in that stock to the Government
of Canada without money and without price. I think the main part was turned
in, and the statute which confirmed the agreement declared that stock to be t.hg 3
possession of the Government of Canada.
The cablegram just read has been sent on behalf of certain mmonty share- -
holders. They now claim on certain legal representations that they still have an
interest. They have entered action against the the Grand Trunk and, I think,
against the Canadian National and the Government of Canada. They deny tha
they are in any way bound by the decision of the majority of the stockholders
as embodied in the agreement entered into, and now they say that because of
something away back in 1862 they have still some voting rights in respect of '
the Grand Trunk. =
I have only to recite this to make clear that aside from the question of the
legal position they may be in, or may perhaps conceivably establish, Canada has
taken its step in this matter. The die was cast years ago. By that step we
must abide; we cannot retrace that step. If those minority shareholders can
establish damages or anything of that sort, that is one thing—I cannot for the
life of me see how they can—but we cannot retrace that step any way. They
say they have these voting rights because of our statute of 1920. That statute
declared these stocks to be the property of Canada, pursuant to the arbitration.
But because they say that statute is invalid they want to be heard before this
Committee. No matter what in the world they might represent to this Com-
mittee, it is clear as a pike staff that the Committee could do nothing; and that
they know just as well as we know.
If you wish to hear them, I have no objection, but I suggest we say to
them that the matter is sub ]udlce that we are hearing all who desire to be
heard, but we fully expect to conclude our sittings before the adjournment of
Parhament and as nothing could possibly be done at the present time, no matter
what 1epresmtat10ns they might make, we do not advise their seekmg to be
heard.
Hon. Mr. Daxpuranp: T wanted to be sure I was correct in my assumption
as to what rights they might seek to establish before the tribunal. 1 do not
know when that stock was put on the market, but I think I am safe in saying
that it never earned, nor was it paid, any dlv1dend
Right Hon. Mr. MriGHEN: It was once. The preferred stockholders
received a dividend. T cannot speak of the common. There were three classes
of preferred stock. But in the words of Mr. Smithers, at the time he appealed
to the Government for help, they were at the end of their tether. They paid
dividends that they never should have paid. The faet is that the arbitration =
tribunal found the stock to be worthless. Everything in Canadian railway
policy has proceeded on the assumption that that finding was valid and binding, =
and if it is ever found not to be valid and binding, all that possibly could be =
done would be to grant them redress by way of damages. At all events this
Committee could do absolutely nothing.
The CuaIRMAN: Anything we did say or do would have no effect whatever?
Right Hon. Mr. MEicHEN: None whatever.
The CHAIRMAN: Is it your wish, gentlemen, that a message be sent to Mr.
Hawkin, the representative of the Grand Trunk minority shareholders, along the
lines \urjg&ted by Mr. Meighen?
Some Hon. MEMBERS: Agreed.
The CrAlRMAN: We will now hear the Halifax deputation.
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Colonel E. C. Puinxey, K.C. (President of the Halifax Harbour Commis-
sioners) :  Mr. Chairman and honourable gentlemen, I am appearing to-day on
behalf of the Government of Nova Scotia, of the corporation of the city of
Halifax, and of the Halifax Board of Trade. On behalf of those bodies I wish
first to thank this Committee for the privilege which you have given them of
being heard in respect to the provisions of Bill A.

~ And, Mr. Chairman, T think I can safely say that the people in my part of
the country feel it is very fitting that this important and urgent matter, which
has been said to be the biggest problem that we have ever been called upon to
face in Canada, should be before this committee. It is my sincere opinion that
our people look upon this railway committee of the Senate as one of the most
important public bodies connected with Parliament.

Before I go further may I correct an impression that some honourable
members may have? One of the Ottawa papers stated yesterday that I was an
expert on transportation. I want to deny that, for I am appearing here solely
as an advocate for those bodies which I have the honour to represent.

May I also say that in the brief which I wish to present I have referred to
various sections and subsections of the Bill by the numbers given to them in
the original Bill. I did not have an opportunity of seeing the revised draft of
the measure until yesterday.

. Now, I think it would be much quicker, simpler and clearer if I were to
read my brief, and with your permission I shall do 0. (Reads):—

It is hardly necessary for me to state that these responsible bodies which 1
represent, approach this subject with a full realization of the serious matters
involved and the absolute necessity of finding a solution for the tremendous, and
what would appear in many instances to be almost insurmountable difficulties,
surrounding our Canadian transportation situation. With this factor fully in
mind, I shall attempt to place before you the considered opinions of these
interests upon whose behalf I appear here to-day, in respect to certain of the
provisions of Bill A,

It surely will be helpful to your committee if there is brought afresh to your
minds at this time certain of the major considerations which are now upper-
most in the minds of various sections of this country in respect to this trans-
portation problem, and I do not wish it to appear in discussing the position of
Nova Scotia and the city and port of Halifax, and in bringing to your attention
certain of the features which deeply concern that portion of Canada at the
moment, in respect to the future transportation policy of Canada, that I do so
from a selfish sectional viewpoint. I submit that if a solution is to be found
in respect to the problem at hand, it must of necessity be one in the interests
of the people of Canada and, therefore, in order to find this solution, it should
not only be the privilege, but it should as well be the duty, of the provinces
to place before your committee their position, in order that no pertinent major
factor may go without consideration in your deliberations in respect to the Bill
now under discussion. It is, therefore, my desire to emphasize this point,
namely, that whilef it will be necessary for me to present to you in a general
way transportation problems which may be peculiar to Nova Scotia or the
Maritime Provinces, I do so entirely because these factors must of necessity
be involved if decisions are to be made in the interests of all Canada. To avoid
a consideration of what some might term provincial or local viewpoints at this
time, might well result in conclusions being arrived at which were not in the
interests of all Canada. However, I shall confine myself to only such factors
%s.ualjlpear to be very pertinent in a broad discussion and consideration of

ill A.

A study of the report, recently presented by the Royal Commission,

appointed to enquire into railways and transportation in Canada, leaves no
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doubt that this matter has been the subject of a most searching enquiry by

gentlemen of great experience and ability, and furthermore, indicates beyond
~ any shadow of a doubt that remedies must of necessity be found forthwith

which will tend, in a substantial way, to relieve this country of an unbearable
financial burden. At the same time, the report guards throughout, the principle

that adequate transportation facilities must be maintained, and firmly reiterates

the basic policy in respect to transportation and traffic which is the very foun-
dation of our confederation, namely, “that upon the East and West channel
of communication depends the political, no less than the economie, vitality of
Canadian confederation.” However, a review of the basic recommendations of
the Royal Commission raises several questions and engenders some considerable
fear in the minds of the people of Nova Scotia as to what their future may be
if these recommendations are entirely implemented by statute, and it is with
these factors that I shall deal.

It is clearly stated in the report of the Royal Commission that “ Trans-
portation in Canada—whether by water, road, rail or air—is and always has
been dominated by the physical geography of the country.” Nova Scotia and
the other Maritime Provinces, situated as they are at the eastern extremity of
Canada and separated from the province of Quebec by a large stretch of
comparatively unproductive territory, make it entirely necessary that geographic
features be given constant consideration in treating with the general Canadian
transportation policy. The ports of Halifax and Saint John, located as they
are on the Atlantic seaboard, offer the only eastern avenue during many months
in the year for the free passage of Canadian export and import traffic via
Canadian soil, and yet handicaps of distance must be overcome in the adequate
use of these ports.

In other words, to permit us to adequately carry Canadian traffic—import,
export and domestic—over Canadian transportation facilities, we must bring the
ends of this great country towards the centre. To do this requires adjustments
of freight rates and considerations in other directions. Canada, in an endeavour
to do this, has established and accepted what is known as the east and west
policy. Any suggestion that lays this policy open to invasion in any particular
will be bitterly opposed by the province of Nova Scotia.

At the same time, it must never be forgotten that the promise of railway
construction formed an integral part of the Confederation arrangement of 1867
and, furthermore, it must also continuously be borne in mind that 250 miles of
non-commercial railway line was constructed because of the fact that the I.C.R.
road was laid out along the long cireuitous route of the Royal Engineers’ Survey
of 1847 in order to give military advantage to Canada. In the words of the
Duff Royal Commission, page 76:—

“Thus excessive, length and costly construction were added to the
economic difficulties of bridging the unproductive gap between Central
Canada and the Maritimes and any real prospect of profitable operation
was excluded from the start.” :

The Royal Commission on Maritime Claims, presided over by Sir Andrew
Rae Duncan, very ably and thoroughly carried on its investigations and made
its report in 1926. That Commission’s investigation into transportation and
freight rates, as the same affected and applied to the Maritime Provinces, was
exhaustive and its report in respect to this particular feature should, I submit,
be carefully reviewed at this time. However, for the sake of brevity, I will only
quote one portion of this seetion of the report, which reads as follows: —

“It is unnecessary to pursue the arguments in detail. From some
angles it could, no doubt, be urged that the construction of the railway
(the Intercolonial) was as much a concession to the demands of the
Maritime Provinces as an inducement held out by the other provinces
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to make Confederation more attractive to the Maritimes. We think,
however, that a balanced study of the events and pronouncements prior
to Confederation, and at its consummation, confirms the representations
submitted to us on behalf of the Maritine Governments in regard to the
ultimate construction of the railway, viz.:-—

“(a) That leading Canadian statesmen in urging the adherence of
the Maritime Provinces to Confederation defined the purposes of the
railroad to be—

“(I) A means of affording to Canadian merchandise, and to Canada
herself in times of national and imperial need, an outlet and
inlet on the Atlantic ocean—available all the year round—and

“(II) To afford to maritime merchants, traders and manufacturers,
a market of several millions of people instead of their being
restricted to the small and scattered populations of the mari-
times themselves, particularly in the light of the disturbance
with which their trade was threatened as the result of the discon-
tinuance by the United States of the reciprocal arrangements
that had prevailed.

“(b) That strategic considerations determined the actual course of
the line—making it many miles (estimated by Sir Sandford Fleming at
250 miles) longer than was necessary—if the only consideration had been
to connect the cities of the Maritime Provinces with thsoe of the St.
Lawrence. :

“(¢) That to the extent that commercial considerations were sub-
ordinate to national, imperial and strategic considerations, the cost would
be borne by the Dominion and not by the traffic that might pass over the
line.”

At the same time, I would like to refer you to section 145 of the British

North America Act, 1867, which reads as follows:—

“Inasmuch as the provinces of Canada, Nova Scotia and New Bruns-
wick have joined in a Declaration that the construction of the Inter-
colonial Railway is essential to the consolidation of the Union of British
North~ America, and to the assent thereto of Nova Scotia and New
Brunswick, and have consequently agreed that provision should be made
for its immediate construction by the Government of Canada: Therefore,
in order to give effect to that Agreement, it shall be the duty of the
Government and Parliament of Canada to provide for the commencement
within six months after the Union, of a railway connecting the river St.
Lawrence with the city of Halifax in Nova Scotia, and for the construc-
tion thereof without intermission, and the completion thereof with all
practicable speed.”

In order to give the pre-Confederation viewpoint of the people of Nova

Scotia in respect to the Confederation agreement, I herewith quote from the
arguments of a Nova Scotian delegation in 1857:—

“ An Intercolonial railroad would give the means of communication
at present wanting. It would open to Canada an Atlantic seaboard on
British soil, from which she is now cut off; and would offer to the lower
provinces a ready access to the vast field of enterprise and progress occu-
pied by their fellow subjects in the interior. It would prove a benefit of
incalculable value, should it be the precursor of, as it is an absolute neces-
sity towards, a legislative union of Her Majesty’s North American prov-
inces—a measure essential to the full development of the power which
their situation and character are ealculated to confer, and without which
they never can attain the high position to which their united energies and
advantages would lead them.”




My submission in respect to the Intercolohia] Railway is that the present
operation of this road by the Canadian National Railways has raised many

questions, particularly in respect to the removal of authority of management from
the Maritime Provinces. There is a strong feeling in many sections of the Mari-

times that the I.C.R. should revert to government operation. There is an equally
strong feeling in other sections of the Maritimes that the operation of this road

should remain with the Canadian National. The I.C.R. not only traverses a long, Y
comparatively unproductive mileage for reasons already stated, but forms the  °

Fastern Atlantic terminus of the main Canadian National transcontinental sys-
tem, and for this reason, enjoys a much less density of traffic than does a portion
of the line operating in two directions. Furthermore, the Atlantic region is
charged with inevitable heavy ocean port terminal costs, which, in ratio, reflects
against the cost of operation of this line. Whatever the future may hold for the
I1.C.R., this much is certain, that the people of the Maritime Provinces will expect,
the situation to be continuously dealt with, from the standpoint of intimate
knowledge and sympathetic consideration of all facts surrounding this road from

its inception to the present time. Maritime representation on the Board of = :

Trustees is the only practical way to ensure that this is done.

I might also add that the position of the Intercolonial Railway prior to its
consolidation with the Canadian National Railway system was, that it was acting
in conjunction with all railway lines in Canada and the United States, with the
result that, so far as it was possible, through rates and services were provided.
The situation was not entirely satisfactory owing to interlocking arrangements
between other railway companies in Canada and the United States which tended
to quite an extensive use of certain American ports as against Canadian ports.
Some improvement has been experienced in this direction since the Intercolonial
Railway has been joined with the Canadian National system, but the Canadian
National have interpreted their mandate as being that the Intercolonial Railway
should act entirely as a component part of the Canadian National system.

As a result, immediate steps were taken by the Canadian National to force
the Canadian Pacific out of Intercolonial territory with respect to all services
such as freight, passenger, express, telegraphs, etec., and to-day the Intercolonial
is largely subservient to traffic which can be generated by the Canadian National.

This situation is far from satisfactory in the light of existing railways in
Canada as it practically completely excludes a larger portion of the Maritime
Provinces from participation in_traffic and the different enterprises carried on by
the only other large railway system in the Dominion; namely, the Canadian
Pacific. It goes further and excludes the greater portion of the Maritime
Provinces from any participation by the Canadian Pacific with United States
carriers who have arrangements for interchange of traffic with the Canadian
Pacific. It, therefore, leaves the Port of Halifax as the only major port in Canada
now not served directly by both railway companies.

It must not be forgotten that the Intercolonial Railway was built by the
Dominion Government for the purpose of connecting the Maritime Provinces
with the rest of the Dominion and was not conceived as ultimately to be part
and parcel of one particular railway system.

It is suggested in some quarters that until such time as a policy is adopted
which will give all railway lines in Canada equal access to Intercolonial territory,
the effectiveness of this particular railway system in the economic welfare of the
territory which it serves will be seriously hampered.

The people of the province of Nova Scotia have always been apprehensive,
and rightly so, of the creation in Canada of two large transcontinental railway
systems extending their jurisdiction over such a tremendous territory that it
would be impossible for those in control of the system to adequately appreciate
the problems and requirements of each section. This more particularly so as the
natural tendency of any railway company is towards centralized authority. The
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~ experience of the province of Nova Scotia during the past decade has amply
~ justified this apprehension. I will be referring to this phase of the problem again
~ but it is sufficient here to state that, in the light of past experience, the province
of Nova Scotia views with considerable apprehension the creation of a board of
trustees for the Canadian National Railways and a board of arbitration in
 manner as contemplated by the Bill, which will be given powers considerably in
excess of those ever granted to the directors of the Canadian National or the
Canadian Pacific. .

It must be specifically noted also that as a result of the investigation and
recommendation of the Duncan Royal Commission, the Maritime Freight Rates
Act came into being, which Act did not wholly implement the recommendation
of that Commission. In one respect, however; it went far beyond the recom-
mendation of the Duncan Commission in regard to the payment of deficits of
the Canadian National Railways in the operation of their Eastern lines. The
result has been a continuous confusion in the minds of Canadian people as to the
cost to this country in administering the Maritime Freight Rates Act and an
unfair impression has been broadcast throughout this country that this Act is
costing several times the amount of what actually is the cost involved in respect
to its operation. :
=~ From July, 1927, to December, 1931, there was paid to the Canadian
National Railways in accordance with the recommendation of the Duncan Com-
mission, $9,646,000 on account of rate reductions, whereas the deficit and sub-
sidy provisions under the Maritime Freight Rates Act (which did not follow
the Duncan Report) amounted to $20,129,000, which latter payments brought
" no benefits to the Maritime Provinees. In this regard, may I refer to section 48
of the Report of the Royal Commission on Railways and Transportation in
Canada, 1931-32, and for the purpose of emphasizing the viewpoint of that Com-
mission in respect to this feature, I quote herewith the entire section, pages 17
and 18:— :

“In our analysis of the Canadian National Railway accounts it has
been necessary to recast the operating figures since 1927 to include the
Eastern Lines with the System figures.

“The Maritime Freight Rates Act of 1927, as applied to the Cana-
dian National Railways accounts, results in the exclusion of all opera-
tions of the company east of Levis from the System figures and the pro-
duction of a separate operating return.

“No good purpose is served by such a division in the account, and a
great deal of confusion arises through the present method of presenting
two separate deficits.

“This commission is of the opinion that the Maritime Freight Rates
Act should be applied to the Canadian National Railways in a similar
manner as that of other railways within the territory described in the
Act, and that steps should be taken to provide for the inclusion of Cana-
dian National Eastern Lines operating accounts as part of the System
9ccl()upts, so that the Canadian National Income Deficit shall be all-
inclusive.”

I appreciate that this recommendation should be implemented by an amend-
ment to the Maritime Freight Rates Act and is not a matter to be specifically
dealt with in Bill A.

However, may I say a word regarding operations under the Maritime Freight
Rates Act to indicate what a heavy burden can be placed upon the Maritime
Provinces by an unsympathetic railway management, in the endeavour of these
provinces to maintain the general utility of the Act. Serious inroads have been
made into effectiveness of the Maritime Freight Rates Act (particularly this
past year) by the railways indiseriminately reducing east bound rates to meet
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certain forms of competition. Notable in this regard are reductions made in
rates from Ontario and Quebec to the Maritime Provinces to meet water compe-
tition. These rates apply on many products which are competitive with those
produced in the Maritime Provinces. The imposition this year of a low scale of
rates on grain and grain products in bags from the Northwest, Ontario and Que-j
beec to Maritime terminal points without the milling in transit privilege, has
seriously affected the numerous small milling plants located on the railway lines
throughout the province of Nova Scotia. Many other instances could be quoted.
The purpose of referring to this factor is to clearly indicate, that although the
Maritime Freight Rates Act was made law for the purpose which is well defined
in the Act itself, it in many respects becomes impotent if the operators of the
National Railways fail to observe the true intent and purpose of the Act. In
answer to this, one may say that it is the duty of the Maritime Provinces to
carry all such cases to the Board of Railway Commissioners, but the fact is
that to have sought remedy in this manner this past year would have occupied
a staff of lawyers and traffic experts continuously. The future utility of this
Act may, therefore, rest, to a large extent, upon the knowledge and understand-
ing of the Board of Trustees, as proposed in the Bill. - <o

It might also be added that the legal departments of these centralized trans-
continental railway companies have, in recent years, gone so far in pressing
claims of the railways without regard to local conditions, that strong protests
have been made against these companies imposing upon communities a heavy
financial burden in maintaining a just and sound position to which they were
entitled. With control centralized in three trustees as contemplated by the Bill,
we will be in probably a much more unsatisfactory position than has ever been
the case.

Another feature in railway transportation which always has been, and is,
of intense interest and importance to. the people of Nova Scotia and of the
Maritime Provinces, is the adequate utilization of the National Transcontinental
Railway for the purposes for whieh it was constructed, which broadly, yet briefly,
can be stated to have been a further consolidation of the east and west trans-
portation policy. The provisions of the Act of Incorporation under which that
railway was built, namely—3 Edward VII, Chapter 71, and the Agreement
attached to the schedule, particularly the provisions of sections 41, 42, 43, 44 and
45, clearly express the principles on which the railway was to be operated, namely
—that freight should be carried, as far as possible, entirely on Canadian territory,
and “ That the through rate on export traffic from the point of origin to the
point of destination shall, at no time, be greater via Canadian ports than via
United States ports, and that all such traffic not specifically routed otherwise by
the shipper shall be ecarried to Canadian ocean ports.” Whether wisely or
unwisely, as we may now view the situation, this country, at tremendous cost,
constructed this line and did so after the electors of Canada had definitely given
their verdict in two general elections. Without going into the reasons at this
stage, the fact remains that this railway has never been operated in accordance
with the terms and provisions of the statute nor in accordance with the general
purposes for which it was built.

Since 1925, the Maritime Provinces have continuously fought for the use of
the Transcontinental, particularly in respeet to the movement of grain from the
head of the lakes to Canadian Atlantic ports for export. As an appeal in this
matter from a decision of the Board of Railway Commissioners is now before
the Governor in Council, I will not now deal with the ease in any specific manner.
It is sufficient to state that the results growing out of the Imperial Conference
may greatly increase the necessity of using this road for the winter transporta-
tion of export grain to seaboard from the head of the lakes, as such a move would
then make it possible to fully utilize the present elevator capacity at the
Canadian Atlantic ports by providing a reservoir which could constantly be
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drawn upon as an effective competitor to the Buffalo storage. If this were done,
it could then be definitely stated that Canada has sufficient operating facilities
to handle her winter export of grain to Empire countries without utilizing the
grain handling facilities of the United States.

I point this out to indicate that the matter is worthy of careful considera-
tion, but the part of this country that would very materially benefit if the Trans-
continental were put into use as suggested, would be the provinces of Nova Scotia
and New Brunswick, through the extended use of their splendid ocean ports.
Here again, a board of trustees, intimately acquainted with the pertinent factors
of their respective provinces, could go a great distance in ensuring the adequate
solving of this problem in the interest of the nation. A board of trustees so con-
stituted would protect outlying portions of the Dominion of Canada from being
exploited by this large transcontinental railway system as was the case in the
Maritime Provinces in the years immediately preceding the investigation and
report of the Duncan Royal Commission on Maritime Claims. Without in any
way attempting to infer that there was any deliberate attempt on the part of the
Canadian National Railways to penalize the Maritime Provinces but rather that
it was a natural outcome of centralized authority, the Maritime Freight Rates
Act is probably the most outstanding example of where it was necessary for the
Dominion Government to intervene and by legislation place certain restrictions
on both transcontinental railways in order to protect these provinces.

In order to avoid any thought that it is in connection with the Maritime
Provinces alone that statutes have been passed and are now in effect in Canada
dealing with statutory rail rates, construction of railways themselves, and many
other features of Canadian transportation, I would refer to one or two only of
these instances, namely—to the Crow’s Nest Pass Agreement, implemented by
statute; to the terms upon which British Columbia entered the Dominion in
respect to the construction of the C.P.R.; to the Hudson Bay Railway and the
statutory rates which have been published to Churchill. There are many others
that could be mentioned.

It, therefore, must be recognized that the Canadian transportation system
has developed in many instances because of legal agreements which, in certain
cases, formed the basis of Confederation or the reception of provinces into the
Dominion after 1867, and in other cases, because of peculiar local positions
which demanded adjustment, and which were adjusted on what was considered
to be an equitable basis, implemented by agreement or by statute, or both. In
the light of present-day knowledge and present-day conditions, people are prone
to give little or no consideration to these fundamental factors and it is a common
thing to hear statements made by responsible citizens that the time has come
when, in the name of “ good business,” these situations must be altered. I sub-

mit that this country has no equitable or legal right to cast aside or to attempt .

to evade, by repudiation or otherwise, solemn agreements, which are the very
basis of the association of provinces known as the Dominion of Canada, unless
the provinces so affected are prepared to abandon their positions.

Very briefly, it is from this position that we approach our submission to you
in respect first to section 3 of Bill A. This section provides that the Governor
in Council may declare all nominations to the board of directors of the company
heretofore made under the provisions of section 3 of the said Act to be vacated
and may concurrently appoint three trustees, who shall be substituted for the
original incorporators of the company and their successors, and may exercise
“subject to the provisions of this Act, all the powers, rights and privileges and
be entitled to all the immunities and subject to all the restrictions of the said
board of directors, which board shall thereupon cease to exist.”

A careful reading of the Royal Commission Report indicates quite clearly
the major expressed reasons for the establishment of a board of three trustees

(none of whom is to be affiliated with sectional interests), instead of a larger
55434—3
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body, in order that there might be avoided in the future what the Commlssxon 3

is pleased to describe as  political influence and public pressure ” exercised by

communities and by associations of business and labour interests. At the same
time, there is vested in the Chairman of this small board of trustees the most
arbitrary powers, exercisable within the scope of the Bill, and subject only to
the provisions of other Acts, when such Acts are not inconsistent with Bill A.

It is immediately apparent that if this latter provision prevails, that

the Canadian National Railways and, to some extent, the Canadian
Pacific Railway, may and probably will be operated without any regard
to the equities, geographical position, or peculiar requirements of the prov-
inces of Canada. It is clearly and unmistakably proposed in the provisions
of Bill A, read in conjunction with the Commission’s report, that the affairs of
the Canadian National Railways are to be conducted along lines of hard-fisted,
cold-blooded business principles, and there is no saving provision in the Bill to
restrict this in any way. Bill A should definitely provide that neither the board
of trustees of the Canadian National Railways nor the arbitration board will
have any jurisdiction to abrogate agreements with regard to rates which are
now statutory enactments, such as the Maritime Freight Rates Act, and the
basis of rates established in the Railway Act because of the Crow’s Nest Pass
Agreement.

Furthermore, there is no provision contained therein whereby the very
foundation of this country, namely—the east and west traffic policy, is to be
fostered and maintained by the board of trustees. The Commission so thoroughly
fear the thought of sectional consideration by the beard of trustees, that their
recommendation, implemented by the provisions of section 4 of the Bill, provides
that, in particular, no Senator or Member of the Commons and, in general, no
person who, within five years, has served his country, whether federally or pro-
vineially, for salary payable directly or indirectly, is a fit person to sit on said
board.

Thus, there is no room to doubt the major purpose of sections 3 and 4,
namely—to thoroughly and entirely obliterate in the operation of our National
railway systems any consideration of peculiar provincial interests, excepting
such of those, if any, as the entirely disinterested Chairman of the board of
trustees may of his own knowledge think worthy of consideration.

To still further remove the Chairman from localized influence, he can, in
any instance, over-rule his two fellow Trustees. The Act does not make clear
just what is the particular function of these two additional Trustees, but it
would appear that they act chiefly in an advisory capacity. While the Act
provides that “a majority vote of the Trustees, if it includes the vote of the
Chairman as one of the majority, shall be final,” it does not provide for a
situation when the two Trustee members vote against the Chairman. In this
event, the Chairman cannot act, as there is a deadlock, in which event an
impossible situation is created. It is apparent, however, that the Trustees must
not represent any particular section of Canada. However, human nature being
as it is, it is impossible not to believe that such provinces or communities as
provide the members for this Board, will be 1n a superior position because of
the first-hand knowledge of their transportation history and present position,
which will be available to the Board in respect to their transportation situations.

The Bill vests in the Board of Trustees powers and authority beyond the
jurisdiction of Parliament itself. It presupposes that the Chairman will be a
superman of vast wisdom and knowledge and free from all taint of bias or
prejudice and with individual power way in excess of that possessed by the
Prime Minister of Canada or any other Canadian statesman, in respect to our
greatest national asset and problem. A body is to be created which without
restraint has the power to wreck the east and west traffic policy, which, I repeat,
is the very bed-rock of our national existence. In following the provisions of
Bill A in respect to this feature we may be creating a “Frankenstein.”
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This, therefore, brings us to the issue in respect to this particular feature.
Is the transportation policy of Canada to be now dictated from a standpoint of
hard, cold business, without consideration of the geographical, contractual,
equitable, and other factors which are involved throughout a large portion of
our transportation systems, or are we to find some method whereby the prin-
ciples of strict economy and good business may still be applied, but subject
always to a consideration of the peculiar positions of the various provinces and
major sections of this vast country.

While the bodies whom I represent before your Committee are fully
cognizant of the great difficulties and problems which now face this country by
reason of the development of our transportation systems along lines which, in
many respects, have been uneconomical and unjustified, they do not feel that all
the national considerations which have applied throughout the history of this
Dominion to our transportation problems should be forthwith abandoned. It is
realized, however, that solutions must be found, and found promptly. I urgently
submit that the provisions of section 3 of Bill A not only offers to the small
Board of Trustees and to the Chairman thereof with his arbitrary powers, the
oppertunity to abandon all national considerations, but, in view of the phrasing
of the Report of the Royal Commission, and in view of the text of the Bill, it
appears to me that said Board of Trustees and the Chairman thereof, are indi-
rectly, if not directly, instructed that no considerations are to apply in their
administration of the matters placed under their jurisdiction, saving and except-
ing only the consideration of hard, cold-blooded business. :

I am submitting that there is another course which must be pursued if
Canada is to maintain its east and west policy and give consideration to those
features of our national existence which have always demanded, and always
will demand, a consideration of geography, as well as due regard to previous
Statutes and solemn agreements. To adequately safeguard these principles in the
future operations of our national transportation systems, as the same may be
conducted in accordance with the terms of Bill A as said Bill may be passed by
Parliament, I submit that there should be a Board of not less than five Trustees
appointed from sections of Canada, and offer as a suggestion that these sections
could be allocated as follows:—

Maritime Provinces

Quebec

Ontario

The three Western Provinces
British Columbia.

It is more than probable that, in the interests of good management of the
Canadian National Railways, labour should as well be represented on the Board
of Trustees. This would ensure the appointment, of a Trustee from each of these
divisions, who could be selected not only because of his general ability and
standing in the community, but also because of his knowledge of transportation
affairs and the historical and local features thereof pertaining to his individual
division.

Right Hon. Mr. MEIGHEN: Do you recommend a labour representative in
addition to those five?

Mr. PuaiNNEY: I suggest that.

Right Hon. Mr. MEigHEN: That would be six trustees?

Mr. PHINNEY: Yes,

Right Hon. Mr. MEIGHEN: Do you think it would be practicable to have
a board of six?

Mr. PrinNey: It would be difficult. So far as we are concerned we would
not care if there were seven trustees. If the board had only six members, the

chairman would of course have a casting vote.
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Hon. Mr. DanpuranND: I thought perhaps you meant that the five trustees
would include one who would be selected from one of the districts that you
mention because of his familiarity with labour conditions.

h Mr. PaiNNEY: No, I am not suggesting that. T am suggesting that there
be five divisional representatives, and a representative of labour, making a total
of six, or seven if it is thought necessary to have that number.

The CralRMAN: You suggest that there should be one trustee to represent
labour in general and no district in particular?

Mr. PHINNEY: Yes.
Hon. Mr. DaNpDURAND: You mean railway labour?
Mr. PHINNEY: Yes.

(Continues reading):—

I submit that the manner of dealing with this feature will definitely deter-
mine which one of the following policies this country is to adopt, namely—
whether cold-blooded business considerations are to dictate the future operation
of our National transportation systems without consideration to geography,
equities, agreements, or future local requirements, or whether this problem is to
be solved on the basis of sound business principles, tempered only by an equit-
able National consideration of the necessary peculiar requirements of the various
parts of Canada and by maintaining the accepted policy of this country, namely,
the east and west transportation policy.

Speaking for those whom I represent, I, therefore, urge the committee to
give careful consideration to the appointment of at least five trustees repre-
senting the various major sections of Canada. I further ask that a provision
be inserted in the Bill making it obligatory upon the Governor in Council to
appoint trustees from defined sections of Canada, so that each of these sections
will thus have the statutory right of representation upon the Board.

With reference to the extreme and arbitrary powers given to the Chairman
of the Board of Trustees, I am instructed to submit to your committee that a
majority ruling of the Board, whether or not the Chairman’s vote is included
therein, should prevail in all decisions of the Board. This will be more urgently
required if the Board is composed of five or more members instead of three, as
if the provision referred to is not altered, then a unanimous vote of four of the
trustees might not avail as the Chairman could, as the section now stands, over-
rule or veto a decision of his entire Board. Such great authority and power
vested in one man in respect to our biggest national undertaking, is not, in the
opinion of those whom I represent, conducive to a proper and equitable opera-
tion of our transportation enterprises and would have the effect of nullifying
the- administrative usefulness of the remainder of the Board.

In summing up this portion of the submission, may I again refer very
briefly to this fact—that, in our opinion, the future position of Nova Scotia
within Confederation is, to a large extent, dictated by transportation considera-
tions. Our position in this regard has not altered in its fundamental sense,
since the time, when Nova Scotia agreed to enter into a Confederation Pact,
subject to transportation facilities being provided by the Dominion along lines
as referred to and provided for by section 145 of the British North America
Act. In this regard, I wish to refer again to paragraph 9 of the Report of the
Duff Royal Commission, wherein it is stated:—

“The promise of railway construction formed an integral part, not
only of the Confederation arrangement of 1867, but also of the terms
upon which Prince Edward Island and British Columbia later entered
the Dominion. - The obligation to the Maritime Provinces was discharged
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by building, entirely at public cost, the Intercolonial Railway from Hali-
fax to the Saint Lawrence at Riviere du Loup, by the construction of the
Prince Edward Island Railway, and the provision of a train ferry between
that island and the mainland.” :

Hon. Mr. Bureau: One o’clock, Mr. Chairman.

Some Hon. SenaTors: Go on, finish the presentation.

Hon. Mr. Bureau: Do you intend to make any remarks afterwards?
Mr. PrinNEy: Not unless I am required to do so.

The CuamrmaN: I think we had better finish this before we rise.

Mr. PuinNey: I wish to state emphatically to your Committee that, in
the opinion of those whom I represent, the obligation to the Maritime Provinces
was not discharged by building, entirely at public cost, the Intercolonial Rail-
way. I submit that there is just as strict a duty resting upon the Government of
this country to see that this railway is operated in accordance with the under-
standing and agreement, and in the light of its uncommercial mileage dictated
in the national interests for military reasons, as there was resting upon the Gov-
ernment of this country immediately following 1867 to see that the railway was
constructed. Any other conclusion would be absurd and could not be accepted
by the people of Nova Scotia. I also maintain that there must be no infringe-
ment in respect to the provisions of the Maritime Freight Rates Act. Again, we.
shall continue to urge from Nova Scotia that the Transcontinental Railway be
utilized for the purposes for which it was constructed and in manner and spirit
as was dictated by the National Transcontinental Railway Act, and the Agree-
ment annexed thereto.

Generally, it can be stated that the very essence of our future hope of pros-
perity as an integral part of the Dominion of Canada rests upon the mainten-
ance of the east and west transportation policy. :

Because of these and other equally sound reasons, I am instructed to urge
upon your Committee that a direct provision be inserted in Bill A which will
restate, that the transportation policy of Canada is to be an east and west
poliey and that due consideration must be given thereto in any and all Acts and
decigions of the Board of Trustees in the administration of our transportation
affairs, under the provisions of Bill A, when the same becomes law.

As to Parts 2 and 3 of the Act, we recognize that every human effort possible
must be exercised in the elimination of duplications of facilities by the two trans-
portation systems operating in Canada. There can be no dispute as to the neces-
sity of this in the public interest. We are directly concerned that the Bill pro-
vides adequate safeguards so that the position of the province of Nova Scotia,
as well as that of other major sections of Canada, and the people residing
therein, are not unduly prejudiced.

A reading of the Bill appears to indicate that the Canadian National and
Canadian Pacific companies are directed in the interests of economy to forthwith,
or as soon as practicable, adopt such co-operative measures, plans and arrange-
ments as shall, consistent with the proper handling of traffic, be best adapted to
the removal of unnecessary, wasteful, or uneconomic services, to the avoidanee of
duplication in services or facilities, and to the joint use and operation thereof,
etec. There appears to be no machinery set up in the Bill to effectually enforce
the carrying out of this provision and, in view of the fact that the element of
competition must still remain as between the two companies involved, it is
expecting a great deal of the management of these two companies to anticipate
that they will entirely and effectively carry out the intention of Part 2. It is
only when these two companies do attempt to act under the provisions of Part 2
and an issue arises because of disagreement between the parties or otherwise, that
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the provisions of Part 3 are brought into play. It is, therefore, apparent that in
respect to any policy which may be adopted at the exclusive initiative of and
soley by the trustees as to abandonment of facilities or curtailment of services
of the Canadian National Company, there is no opportunity for invoking any
of the provisions as contained in Parts 2 and 3 of the Bill. It, therefore, is also
apparent that while the public may be given an opportunity to be heard in respect
to any arbitration conducted under Part 3 of the Bill, there is, as the Bill now
stands, no opportunity for the presentation of any case on behalf of the publie
or of any province or section of Canada if the abandonment or curtailment of
any service or facility is one to be effected entirely by the Canadian National
in respect to its own system and not at the instance of or in conjunction with
the Canadian Pacific.
Right Hon. Mr. MEIGHEN: Is not that provided for in the Railway Act?

Mr. PuiNNEY: It is. I point that out, Senator Meighen.

It is quite true that the Board of Railway Commissioners have authority
under the Railway Act to deal with the matter of abandonment of railways or
curtailment of services, but there is now being set up a board of arbitration which
would have power beyond that of the Railway Commission.

Right Hon. Mr. MEiGHEN: That is only in the event of the very thing oceur-
ring that you say would not occur. You say where there is no appeal to the
tribunal the Canadian National could abandon lines of its own accord. If there
is no appeal to the tribunal the tribunal cannot act.

Mr. PHINNEY: Quite.
Right Hon. Mr. MEiGHEN: So this paragraph is wrong.

Mr. PriNNEY: I submit not. An arbitral tribunal is being set up whereby
the two railways, having raised an issue, have the right of appeal to this par-
ticular tribunal to decide with reference to abandonment and that sort of thing.
Now, if the Canadian National itself abandons lines, it in turn is brought before
the Board of Railway Commissioners, and I am suggesting that the two questions
should come before the same tribunal. ‘

Right Hon. Mr. MEiGHEN: It is really the same. It is the same chairman.
Mr. PaiNNEY: It is the same and not the same.
Right Hon. Mr. MeicHEN: Your contention is basically in error.

Mr. PriNnNEY: It is the intention that we should have one tribunal—I
thought that was what we said—to deal with the question of abandonment and
tgat sort of thing. I shall point out in a moment one or two of the reasons for
that.

Assuming, however, that a dispute in respect to abandonment or curtailment
of facilities does arise between the two companies involved, and the Arbitral
Tribunal is set up to deal with the same, then under section 23 of the Bill, the
presiding officer, who is the Chairman of the Board of Railway Commissioners,
may or may not, in his discretion, give public notice of such a hearing and per-
mit any person or body as defined in that section to be heard before the
Tribunal.

I am instructed to submit to your Committee that section 23 be amended
in manner as to make it obligatory upon the presiding officer of the Tribunal to
give notice in every instance to at least the Governments of each province
which may appear to be concerned, of every such hearing that is to take place,
in order that the provinces themselves may determine whether or not the matfer
is one which requires representation by the province at the hearing.

In this regard, may I point out that under the provisions of Parts 2 and 3
of this Bill, the interest of any portion of Canada may be greatly affected. I
would refer you, for instance, to section 19, subsection (e) of the Bill dealing
with abandonment of lines, services or facilities. It is difficult to imagine any-
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thing that woﬁld more directly concern a community than the abandonment of

a railway line which had been in operation for some time, and when such a
question is to be heard by the Tribunal the community affected should have the
statutory right to be heard.

Again, may I point out that there is no appeal from the decision of the
Arbitral Tribunal except upon a question of jurisdiction. May I also point out
that the Tribunal Board, presided over by a Referee, in the person of the Chair-

man of the Board of Railway Commissioners, may over-rule any order of the

Board of Railway Commissioners. This provision may lead to great confusion,
as an order of the Board of Railway Commissioners is a majority order and the
Chairman of that Board may not have concurred therein. But when he presides
as Chairman of the Arbitral Tribunal, he may, if the situation arises, over-rule
the order of the Board of Railway Commissioners, over which he presides in
another capacity.

I am instructed to submit that there should be an appeal from the Arbitral
Tribunal on questions of law, as well as questions of jurisdiction, and further,
that the Arbitral Tribunal shall, when the same are pertinent, be bound by
orders of the Board of Railway Commissioners.

May I finally draw to the attention of your Committee the fact that the
presiding officer of the Arbitral Tribunal has under his jurisdiction as Referee,
matters of tremendous importance and most far-reaching. In fact, in dealing
with matters which may raise, for instance, under section 19, subsection (e), the
decision of the Tribunal which may be, in effect the decision of the Referee
thereof, may be most arbitrary and far-reaching and seriously effect the position
of a community or communities. Yet, there is no restriction surrounding the
appointment of the presiding officer of the Arbitral Tribunal as is found in
respect to the appointment of the Board of Trustees under the provisions of
section 4 of the Bill. Because of this; one is somewhat confused as to why the
restrictions as set forth under section 4 of the Bill have been imposed and not at
the same time applied to an official of the importance of Chairman of the
Arbitral Tribunal.

It is the considered opinion of those whom I represent that the provisions
of section 4 do not serve any particular good purpose, if the appointments to the
board of trustees are in the hands of the Governor in Council. On the other
hand, to bar from membership on the board of trustees those who may have,
even in a most limited ecapacity, been guilty of accepting a salary for their ser-
vices to the state, Dominion or provincial, during the past five years, might bar
from appointment-some of the most experienced and best qualified men in
Canada. Just why a man is eligible for appointment to the board of trustees
after a period of five years has elapsed since he served his country, and is not
eligible after four and a fraction years only have elapsed, is difficult to imagine.

I am instructed to submit to your Committee that section 4 of the Bill be
struck out on the ground that, for reasons stated, it not only serves no good
purpose, but it may prejudice the best interests of this country in a severe and
unwarranted restriction upon appointments to the Board of Trustees.

The Cuamrman: Would you strike out the whole section?

Mr. PainNEY: Yes. I believe it is now section 5.

The CuairMAN: You take as an example a man who has received a small
salary from the Government. You do not take a senator or a member of the
House of Commons as an example.

Mr. PaiNnNEY: Yes, I have, sir. I state first that the Bill provides speci-
fically that senators and members of the House of Commons are not proper
people to sit on the Board.

The CHAmMAN: You are rather against that?

Mr. PainNEY: Very much against it, sir.




132 SELECT STANDING COMMITTEE

To sum up, I respectfully submit that the following amendments be favour- K
ably considered by your Committee in respect to Bill A:—
1. Increase of Board of Trustees to five or more, with provision for

an equitable division of Canada into five divisions, one of which shall be

the Maritime Provinces, and that each division shall be represented by an
appointment therefrom to the Board of Trustees.

I am asking that the provision be made statutory.

2. The majority vote of the Board of Trustees to be final, whem' ‘
necessary the Chairman to have the casting vote. :

I put that in in the event of the board being an even number, which probably
it will not be.

3. That the Act shall specifically provide that the Board of Trustees
shall be at all times guided by the east and west transportation policy
and that the use be encouraged to the fullest feasible extent, of Canadian
transportation facilities.

I ask, Mr. Chairman, that that be put in because of the fact that as the
Bill reads the Board of Trustees are directed to proceed without regard to
national equities. I ask that those equities be recognized.

4. That section 4, subsection 1, and the following Words in sub-
section 2—

This has since been changed.
Right Hon. Mr. MzicaeN: You do not want the panel at all?
Mr. PaINNEY: No.

—“from a list of eight persons then named by the remaining Trustees or
Trustee ” of the Bill be struck out.

5. That the public affected be notified of all hearings of the Arbitral
Tribunal, in manner suggested.

That is, to the Government of the provinces.

6. That there shall be an appeal from a decision of the Arbitral
Tribunal on a question of law, in the same manner as is provided in respect
to a question of jurisdiction.

The reason we ask for that is this Arbitral Tribunal, while it is to be presided
over by a lawyer or judge, because the Chairman of the Board of Railway Com-
missioners must have the qualifications of a judge, yet the other members may
not be lawyers, and their decision may prevail.

Hon. Mr. Danpuranp: You suggest the majority principle?

Right Hon. Mr. MEicrEN: It would be all right to say that in the event of
the majority overruling the Chairman there should be an appeal on the question
of law?

Mr. PaiNNEY: Yes, that would be satisfactory.

7. That if the Canadian National Company, of its own initiative and
without reference to the Canadian Pacific Company, proposes to abandon
or substantally curtail any of its services or facilities, that it may only
do so with the sanction of the Arbitral Tribunal after a hearng at which
all interested parties have a right to attend and be heard.

That section as it stands is too broad. I am prepared to modify that after
& consultation with my principals. What we want in place of 7, if there is to be
any substantial abandonment, is that the portion of the country affected should
have an opportunity to be heard. I am not suggesting what the wording should
be, but that is the substance of what we are asking for.
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Right Hon. Mr. Mecuen: That is to say, you want the Governor in
Council to have authority to veto any act of the Trustees?

Mr. Painngy: Unless there are sufficient safeguards in this Bill to adequ-
ately preserve those features.

Right Hon. Mr. Mereuen: If you do that you are right back to Government
responsibility for everything.

Mr. PaiNNEY: I am satisfied if this Bill provides safeguards that the Board
of Trustees be responsible. But if the Board of Trustees have authority to
abandon, every provision we have built this country upon since 1867 should be
safeguarded.

8. That section 22 of the Bill be wholly struck out.

I am suggesting that this section might cause tremendous confusion in
dealing with railway matters. One never knows whether an order of the Board
of Raillway Commissioners would prevail.

9. That the last two lines of section 10 be struck out.
Hon. Mr. DanpuranDp: Is it still section 10?
Mr. Puainney: No, sir; it is section 9, subsection 4. I am asking that the

last four words of subsection 4 be struck out. Under that subsection the Board
of Trustees would be responsible to no one at all.

10. That the Bill provide that this Act shall be subject to all federal
statutory enactments dealing with freight rates.

With respect to that, I think probably it would be interpreted at the present
moment that the Maritime Provinces Freight Rates Act, which I am particularly
interested in, is still in existence in spite of Bill A; but if there is any doubt—
and there is some doubt as I read these two Acts—it certainly will not harm
the situation to preserve those Acts which provide for statutory rates and local
conditions, so there can be no question of conflict between the two. All I ask
is a safeguard in that respect.

The CuAIRMAN: Any questions?

Hon. Mr. CaseraiN: You speak of a large non-producing section of the
I.C.R. Whereabouts is that?

Mr. PaiNnNEY: The section of northern New Brunswick.

Hon. Mr. DenxnNis: What would be the advantages or disadvantages if the
Intercolonial Railway reverted to Government operation?

Mr. PainNEY: Well, Senator Dennis, that is'a very large question, and I
know the committee has not time to hear me say anything about it now. But
I will say that it is one of the burning questions, and will continue to be one
of the burning questions, in the Maritime Provinces. My suggestion is that it
must continue to receive the very closest kind of study and scrutiny. The situa-
tion must be preserved by a board of trustees who have the obligation imposed
upon them to consider the equities and conditions which existed at the time of,
and which surrounded, the building in the early days of the Intercolonial
Railway. I could not attempt to answer your question now.

Right Hon. Mr. MeiGHEN: You say there are two schools of opinion in the
Maritimes?

Mr. PHINNEY: Yes.
Right Hon. Mr. MeicHEN: About evenly divided, are they?
Mr. PaINNEY: I could not attempt to say.
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Hon. Mr. Cascrain: For the last sixty years you have had Government

ownership and operation. Do you not think that has been the cause of all your _- ‘-‘

misery ?
Mr. PainNey: Decidedly I do not.
Right Hon. Mr. MeiGHEN: They have no misery there.
The CualrMAN: Are there any more questions to be asked of Mr. thney'ﬁ

I consider that he has made a very able presentation of the Maritime case, from

every standpoint.
Hon. Mr. Brack: Some of us may want to ask one or two questions bearing

on what Mr. Phinney has said. If we do, may we have an opportunity when

we reassemble this afternoon or to-morrow morning?

The CuamrmAN: Certainly. We shall meet this afternoon or evening, if
the Senate is not sitting. 4

The committee adjourned at 1.25 p.m.
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THE SENATE,
Fripay, November 25, 1932.

The Standing Committee on Railways, Telegraphs and Harbours to Whom
was referred the Bill A, intituled “ An Act respecting the Canadian National
Railways and to provide for co-operation with the Canadian Pacific Railway
System, and for other purposes,” resumed this day at 10.30 a.m.

Right Hon. Mr. Graham in the Chair. '
The CaamrMan: I have the pleasure now of calling on Mr. Ruel.

Hon. Mr. Catper: Mr. Chairman, before proceeding with the usual work
of the committee, I desire to give notice of a motion in order that it may be
considered by the members of the committee during the day. I am not wedded
to the wording of it at all, but it contains an idea as to certain action that I
think we should decide to take, if necessary; there may be no necessity for it.
This is the motion:—

That in the opinion of this committee, Parliament should not adjourn
until January 30 next— '

I understand that is the time fixed for the adjournment of Parliament.

—but should continue in session until such time as may be necessary to
make effective temporary provision for the voluntary co-operation of the
National and Pacific Railway systems, with a view to effecting such of
the economies outlined in Bill A, as may be mutually agreed upon.

As I say, this proposed action may not be necessary; there may be suffi-
cient authority at the present time to carry on voluntary co-operation with a
view to effecting these economies. But I fear that the existing statutory pro-
visions are not sufficient to make effective whatever economies may be con-
sidered advisable.

Hon. Mr. Daxpuraxp: When do you intend to put that as a formal motion?

Hon. Mr. Cauper: Whenever the opportunity arises in this committee.

Hon. Mr. Bureau: Before we proceed, Mr. Chairman, is it the intention
of this committee to wind up its business before the adjournment of Parliament?

The CramrMAN: T would not think it possible There is an advantage in
getting all the material that we have gathered here in the viewpoints that have
been expressed and having it before us during the recess. As soon as Parlia-
ment reassembles next January we shall be prepared to do something.

- Hon. Mr. Bureau: We shall have the advantage-also of gathering addi-
tional information during the recess.

The CuAamrMAN: We may.

~_Mr, Ruel, the committee, on the suggestion of Senator Dandurand, has
mmvited you as an old experienced railwayman lately with the Canadian National
Railways, to give us the benefit of your views. I think we will leave Senator
Dandurand to deal with you mercilessly or mercifully as he may see fit.

Hon. Mr. Daxpuranp: Perhaps I can put a question that will start Mr.
Ruel along the lines upon which I should like him to give us his views. Doubt-
less he has read the Bill which is before us.

Let me put this question to you, Mr. Ruel: How would the principle of
continuing the two railways as separate entities on a competitive basis compare
in effectiveness to bring about the economies which we all have in mind with
Joint management of the two systems as you suggested to the Royal Commis-
sion on Railways and Transportation?

554351}




136 SELECT STANDING COMMITTEE 2 i
Mr. Gerarp Rurr, K.C. (late Legal Vice-President of the Canédiaﬁ National
Railways): The question is very easily answered, Mr. Chairman. From m

point of view what I call the compulsory co-operative plan is not an effective 3 _

plan at all. T do not think that it is an effective plan because it is basically
defective in this regard, that you do not get real co-operation with two parties
who are dealing at arm’s length. Under the compulsory co-operative plan you
have necessarily to deal at arm’s length. What we are looking for at the preéent
time, and what I tried to stress in my evidence before the Royal Commission,
was economy with co-operation. You cannot get economy if the two parties to
any arrangement to be come to are dealing at arm’s length, and each of them
trying to get all the advantage that may be derived from his insistence on the
economy being effected by the other chap. That is what it amounts to. You
have to get mutuality—mutuality in advantage—and that is why in considering
this particular Bill of my own—of which Senator Dandurand has given me a
copy—I have tried to bring out that feature, the mutual advantage of every
economy when effected, no matter what it may be. What we want more par-
ticularly is sane economy; we do not want destructive economy. My impression
is that if we can get sane economy, effected by the two organizations working
together in a friendly way, not at arm’s length, in a very short time, possibly
within a period of ten years, our two railway systems will be a ecredit to the
country and will be paying dividends not only to the Canadian Pacific share-
holders but to the Canadian Government as well.

That may seem to you to be a little strong. I think it is capable of being
carried out, but, gentlemen, so much depends on the personnel you have working
together to bring this about. You start out with these two sets of people, the
set representing the Canadian Pacific and the set representing the Canadian
National, and you tell them, “ Get together and produce economies.” Each one
knows the other fellow is trying to produce that economy at his expense. Well,
you will never get anywhere with that state of affairs; that is about what it
amounts to.

That, sir, is the basic weakness of the compulsory co-operative scheme.
Really there is no such thing as compulsory co-operation; it is a misnomer. Co-
operation can only be achieved by mutuality, where the advantage is mutual;
that is, the more you save the more it rebounds to the benefit of each party. If
you have the Canadian National set desiring to effect economy at the expense
of the C.P.R., or the C.P.R. set desiring to effect economy at the expense of the
Canadian National, you will never get anywhere; you would have the parties
fighting to begin with.

To avoid that state of affairs I brought in this bill of my own and submitted
it to Sir Henry Thornton. At first he was quite taken with the idea that I have
embodied here—co-operative effort for mutual advantage, dividing the savings
from any economies, and making the effort effective. Then he swung over—I
do not know how—to this compulsory co-operative plan. I told him the defect
of that plan, as I saw it, was that we would never get harmony between the two
parties, that it was based on the wrong idea. I still think so. I do not think
there is any great danger of monopoly if you carry out this idea of mine. I
notice Senator Meighen suggested at one time the danger of a monopoly. That
danger does not suggest itself to me because the Bill, as I drew it, provided for
entrusting agreements which are capable of being cancelled by Parliament.
There can be no monopoly if Parliament can step in at any time and cancel
those entrusting agreements.

Right Hon. Mr. MEeiGHEN: Mr. Ruel, perhaps the Committee has not had
your Bill before it. Will you explain just what it is, so the Committee will under-
stand it?
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RAILWAYS,

Mr. Ruen: Possibly I can best indicate the scheme of my bill by reading
the clauses. The bill is unfinished. As I said, I submitted it to Sir Henry and
I put a little memorandum on the top stating that the question is whether this
‘scheme is worth developing further. The decision was that it was not worth
developing further, so I dropped it. But I presented the same scheme to the
Royal Commission. g

After the preamble, the first clause is:—

1. This- Act may be cited as the Canadian Co-operating Railways
Act. :

Of course, it is not‘iniportant what the Act is‘called. The second clause is:—

2. The Governor in Council may nominate such persons as may be
deemed expedient, not less than five nor more than seven, and the Board
of Directors of the Canadian Pacific Railway Company may nominate
the same number of persons, who together shall form the Board of Direct-
ors of the company hereby incorporated, and upon such nomination
being made the persons so nominated and their successors and such other
persons as may from time to time be similarly nominated as Directors,
shall be and are hereby incorporated as a company under the name of
Canadian Co-operating Railways, hereinafter sometimes called the
company and sometimes called the Managing Company.

The fewer persons you have in an organization of this kind the better.
The CHAIRMAN: You are proposing a new company?

Mr. Ruen: I would have a managing company.

Hon. Mr. Caserain: A holding company?

Mr. RueL: No, not a holding company, only a managing company. You
know that at the present time the Canadian National Railway Company is
managing the Canadian Government railways, under an entrusting agreement
We do not own the Canadian Government railways, we are only the manager
of them, just the same as Mr. Pottinger used to be in connecticn with the Inter-
colonial. Under the scheme that T am suggesting each company would keep its
own property but would entrust the management to a managing company. As
a result you would get this feature, which I have never seen before—government
ownership combined with private ownership, to the joint good.

Paragraph (2) of clause 2 reads:—

No stock ownership shall be necessary to qualify a director.

That is obvious, because no director of this company is supposed to own
any stock.

Then there are provisions that the directors shall hold office until their sue-
cessors are appointed, that any vacancy on thé board may be filled by the Gov-
ernor in Council, that the annual meeting of the company may be held at a
certain time, that the company shall not have any capital stock, that the head
office of the company shall be in Montreal, that the directors may be paid such
sums as fixed by the by-laws, and that the board may appoint an executive
committee and other committees.

Clause 8 is important:—

Upon the Managing Company being organized, such of the companies
comprised in the Canadian National Railways as are listed in Schedule
“A” to this Act, and such of the companies comprised in the Canadian
Pacific Railway System as are listed in schedule “ B ” to this Act, shall
execute entrusting instruments in the form set out in Schedule “C” to
this Act, whereupon the Managing Company shall be entrusted for man-
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agement and operation in every particular with the whole of the under-

taking of the respective companies so executing, and with all properties,

- assets and works of whatsoever description, and interests therein, and all

franchises, powers, rights or privileges with respect thereto; subject, how-

ever, to the provisions of this Act and to all statutes, obligations, con-

tracts, agreements or duties (not inconsistent herewith) to which each of %

the companies so executing was subject at or before the time when the
entrusting instruments come into effect.

The intention is that only the transportation companies shall be combined. -

For instance, the C.P.R. owns,fas we all know, the Consolidated Mining Com-
pany. We do not want that included here, and it would be left off. the list.-
The Cuamman: Would you include steamships in the list?  ~
Mr. RueL: Yes, if Parliament so desired. You could put in any company,
whether a railway, steamship, express or telegraph company, that Parliament
decided upon. i

The CrairMAN: The bill would specifically set out the companies included o4

in the agreement?

Mr. RueL: Absolutely, yes. The bill would set out the lists of companies
and then it would be for Parliament to decide whether they all should be included.
I did not attempt to make the lists, because the authority and the responsibility
rest with Parliament.

The reason why entrusting agreements are necessary is that the Canadian
Pacific and other companies not owned by the government must be bound in
such a way that what is established cannot be broken apart except with the
permission of Parliament. The essential feature of my plan is that Parliament
is the sole party that can destroy the entrusting agreements.

Hon. Mr. Ly~cuH-StauNTOoN: Mr. Ruel, the intent of that provision, as I
see it, is to get the various component companies of the Canadian Pacific under
the control of the managing company?

Mr. RuerL: Yes, and of the Canadian National also. You must do it in a
legal way, of course. We do not want to bring about the kind of situation we
had in connection with the Grand Trunk, the shareholders of which are saying
at the present time that the whole thing is wrong. We have to make these com-
panies sign some definite agreement, whereby they assign certain powers to the
managing company. As I have said, the managing company would oceupy a
position like Mr. Pottinger did.

Hon. Mr. CarpeEr: Who is Mr. Pottinger?

The CuamrMax: David Pottinger was the Manager of the I.C.R. for about
forty years.

Mr. RueL: He was the wisest cld owl that ever lived in the railway world.

Hon. Mr. Catper: I have been living in the West sinece 1882.

Mr. RuerL: I am a Maritimes man.

Paragraph (2) of clause 8 reads:

In like manner the Governor in Council may by Order.in Council
authorize the Minister of Railways and Canals to execute an entrusting
instrument in similar form, with appropriate changes, of the whole or any
part of the Canadian Government Railways which it may be deemed
expedient to entrust to the Managing Company for management and
operation.

In other words, it would bring them all in together without making any
difference where the ownership is.
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The CuARMAN: Suppose you leave the Intercolonial out, what difference
would that make? :

Mr. RueL: It would not make any difference. The road would immediately
~ go back to the Department of Railways and Canals, and that is what I think
should be done. I would hand the Intercolonial back to the Maritime Provinces
and let them run it. :

Hon. Mr. Stanriep: What would you do with those bad roads that you
handed over to the Intercolonial? ’

Mr. Ruen: They are Canadian National roads. We did not hand them over
to the Intercolonial; they are still ours, unfortunately.

Hon. Mr. Bureau: What would you do with the National Transcontinental?

Mr. Ruen: I would give the eastern lines, from Levis east, to the Maritime
Provinces.

Hon. Mr. Lamep: Suppose they would not take them.

Mr. Ruen: It is up to them to refuse; if they refused we would be just as
badly off as we are now.

The next section reads:—

In such case a gene