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STANDING COMMITTEE
ON
TRANSPORT AND COMMUNICATIONS

Chairman: Mr. Joseph Macaluso

Vice-Chairman:

and
Mr. Allmand, Mr. Horner (Acadia), Mr. McWilliam,
Mr. Andras, Mr. Howe (Wellington- Mr. Nowlan,
Mr. Bell (Saint John Huron), Mr. Olson,
Albert), Mr. Jamieson, Mr. Pascoe,
Mr. Byrne, Mr. Langlois ‘Mr. Prittie,
Mr. Cantelon, (Chicoutimi), *Mr. Reid,
*Mr. Cété (Nicolet- Mr. Legault, *Mrs. Rideout,
Yamaska), Mr. MacEwan, Mr. Sherman,
Mr. Deachman, *Mr. Mather, Mr. Southam,

Mr. Stafford—(25).
(Quorum 13)

R. V. Virr,
Clerk of the Committee.

*Replaced Mr. Lessard on October 28, 1966

* Replaced Mr. Boulanger on October 28, 1966
*Replaced Mr. Roch on October 28, 1966
*Replaced Mr. Fawcett on October 28, 1966

* Replaced Mr. Schreyer on October 28, 1966



ORDER OF REFERENCE
FripAy, October 28, 1966.

Ordered,—That the names of Mr. Cété (Nicolet-Yamaska), Mrs. Rideout,
Messrs. Reid, Prittie, and Mather be substituted for those of Messrs. Lessard,
Boulanger, Rock, Fawcett and Schreyer on the Standing Committee on Trans-
port and Communications.

Attest.

LEON-J. RAYMOND,
The Clerk of the House of Commons.
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MINUTES OF PROCEEDINGS

MonpAYy, October 31, 1966.
52

The Standing Committee on Transport and Communications met this day at
3.45 p.m., the Chairman, Mr. Macaluso, presiding.

Members present: Messrs. Allmand, Andras, Bell (Saint John-Albert),
Byrne, Cantelon, C6té (Nicolet-Yamaska), Deachman, Jamieson, Langlois
(Chicoutimi), Legault, Macaluso, Mather, McWilliam, Pascoe, Prittie, Reid,
Southam and Mrs. Rideout (18).

Also present: Honourable J. W. Pickersgill, Minister of Transport and Mr.
Ballard, M.P.

In attendance: From Coal Operators Association of Western Canada: Mr.
Gordon Blair, Counsel; Mr. William C. Whittaker, Manager; Mr. Frank J.
Harquail, President, Coleman Colleries Ltd.; Mr. George B. Dutton, Transpor-
tation Analyst, R. L. Banks Associates Inc.

The Chairman introduced the witnesses representing the Coal Operators of
Western Canada and asked Mr. Blair to make the opening remarks.

The Chairman invited the Members of the Committee to examine the
witnesses.

There being no further questions, the witnesses retired.

The Chairman tabled a brief from the Research Council of Alberta and a
letter from Staff Members of the Faculty of Applied Science and Engineering,
University of Toronto.

On motion of Mr. Jamieson, seconded by Mr. Southam, Resolved,—That the
Coal operators’ brief and the brief from the Research Council of Alberta, and
the letter from Staff Members of University of Toronto be printed as an
appendix to this day’s Minutes of Proceedings and Evidence (See Appendices
A-18A, A-19, and A-20).

At 5.15 p.m. the meeting was adjourned until 9.30 a.m., November 1st.

R. V. Virr,
Clerk of the Committee.
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EVIDENCE
(Recorded by Electronic Apparatus)

MonbpAYy, October 31, 1966.

® (3.40 p.m.)

The CHAIRMAN: Gentlemen, I see a quorum. We have before us today the
brief of The Coal Operators’ Association of Western Canada. To my immediate
right is Mr. Gordon Blair, consul, who will introduce the other witnesses who
are before us.

Mr. GorpoN BLAIR (Counsel for The Coal Operators’ Association of Western
Canada): Mr. Chairman and gentlemen, on my immediate right is Mr. William
C. Whittaker who is the Manager of the Coal Operators’ Association of Western
Canada, which represents the three producing mining companies in the
Crowsnest Pass area. Mr. Whittaker has held his present position for 20 years.
Those of you who have read the brief will have noted that the price of the coal
at the mine is $6.40 per ton; the freight rate is $5.28 per ton, so you will all
readily understand why Mr. Whittaker has become an expert in the field of
transportation and freight rates.

Next to Mr. Whittaker is Mr. George B. Dutton of Washington. Mr. Dutton
is a professional engineer and a transportation analyst and economist. Since the
war he has been exclusively engaged in this activity. He has been employed by
two American railways. He has also been employed by private consultants and
government agencies in development surveys for transportation in South
America. For several years he has been associated with the firm of R. L. Banks
& Associates Inc. This was the firm which some of you will remember was
employed by the governments of the prairie provinces to do an analysis of the
Crowsnest Pass grain rates. Some may recall that this firm reduced the original
railway estimates of deficits from the order of $70 million to a minimal figure
which was accepted by the royal commission. Mr. Dutton is responsible for the
preparation of the cost analysis which appears at page 8 of the brief.

I do not intend to read the brief but perhaps one or two brief comments
would be of assistance. The recommendations made by the coal operators are
summarized at pages 11 and 12 of the brief. The first recommendation is that the
maximum rate formula proposed by clause 336 of the bill should be revised so
that it will be tied to the actual costs of moving commodities rather than to a
fictitious cost derived from using 30,000 pounds as the key weight. The brief
indicates that coal is moved now in cars of an average of 142,000 pounds.

The second recommendation is that the contribution for overhead, which in
clause 336 is established at 150 per cent over variable cost, should be eliminated
and that there should be substituted in the case of every commodity by rail a
contribution to overhead which is commensurate with the value of the com-
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modity moved and volume of traffic which it develops and which in the case of
low rated bulk commodities such as coal we submit should be a very much
smaller figure than 150 per cent.

The third recommendation expresses the concern of this association about
the inability of shippers to approach the new commission to achieve an
adjustment of rates until a considerable time has elapsed, as fixed in subsection
(11) and (15) of Section 336. This is said even though any prospect of relief
for this industry under the formula would be academic.

The fourth suggestion is that Subsection (16) of Section 336, which now
provides that some time after a period of five years from the passage of the
legislation the maximum rate formula should be reviewed by the new transpor-
tation commission. It is our submission that this is far too long a period when
regard is had to the fact that such a review will undoubtedly take a considera-
ble period of time and would have to be followed by Parliamentary action. It
does not seem reasonable to say that any effective action following review
might take a period of eight or even 10 years after the passage of the act.
We, therefore, suggest that the commission be directed to review the legislation
in a period of not less than three years in the same way as is provided for the
review of the Crowsnest rates in Section 329.

My final comments may appear presumptuous to you, but if I may say so,
you have before you two experts in the field of transportation in the persons of
Mr. Whittaker and Mr. Dutton. It has been said at other times I understand
before this Committee that there are no captive shippers who can be discovered
in Canada. It might be helpful for the Committee to hear Mr. Whittaker’s
comments on that.

It might also be helpful to have the benefit of his extensive experience in
the negotiation of freight rates with the Canadian railways.

Mr. Dutton, on the other hand, has directed himself to the analysis of
railway costs, and he certainly is in a position to offer helpful information on
this aspect of the legislation and, indeed, on the formula which has been
proposed.

Now, in making my introductions, I am sorry that I failed to introduce to
you Mr. Frank Harquail who is a real coal operator, the president of Coleman
Collieries who, fortunately, arrived in the city this afternoon in time to take
part in this presentation.

With those few words of introduction and comment, we are at your disposal
to answer your questions.

The CHAIRMAN: Thank you, Mr. Blair. The meeting is now open to
questioning of the witnesses on the brief and the summary presented by Mr.
Blair.

Mr. DEACHMAN: Mr. Chairman, I weuld like to ask a couple of questions
following along the lines of Mr. Blair’s remarks concerning the experience of
the witnesses in the movement of coal in the west and the position of captive
shippers. If I understand the position of western coal shippers, there is a
struggle at the present time to get into an overseas market across the Pacific,
into Japan, for instance, and this hinges very much on freight rates and
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whether or not we, in Canada, are going to be able to move coal over Canadian
lines to the seaboard and to export it from Canadian ports. It hinges on what
the laid-down price will be abroad. In competition with us, in port, are United
States lines which, perhaps, might like to move that coal out to seaboard on
United States lines. Also in competition with us is Australia and, perhaps, other
countries which could ship to those same markets. This, at the moment, is
immensely important to Canada.

I know that you gentlemen are involved in this because the outcome of this
movement will mean very much to the economy of western Canada. Without
attempting to circumscribe any remarks you might like to make on this, I would
like to ask you to comment.

Mr. William C. WHITTAKER (Manager, Coal Operators’ Association of
Western Canada): Mr. Chairman, Mrs. Rideout and gentlemen, the members of
the Coal Operators Association have been in the export business since 1958. At
the present time we are shipping about 1,000,000 tons of coal per annum to
Japan. We are attempting to increase these shipments to about 3,000,000 tons a
year over a ten year period. To do this we must have freight rates which will
enable us to compete on an economic basis with coal from the United States,
Australia, Russia and China.

We have no problems in the matter of cost of productivity. Our problem is
one solely of the cost of transportation because we are located 560 to 700 miles
from seaboard. This is our real problem.

At the present time, because of the high cost of transportation, our coal
requires a subvention or freight rate assistance of some $2.73 a ton. Over a
period of five years we have been attempting to reduce and gradually eliminate
this subvention. We can only enter into long-term contracts on a large scale if
we can eliminate this subvention. So the difficulty lies in the cost of transporta-
tion.

The question of negotiation with the railroad was mentioned. We have been
discussing this question of rail freight rates off and on for a matter of two years
with the CPR. I use the word ‘“discussion” advisedly, because a captive shipper
does not negotiate with the CPR. He simply goes to the railroad and presents
his proposal; he is asked to supply data as to costs, markets and so on, and then
he is told, well, we will consider the matter and you will receive a letter a week
or ten days hence, and we will tell you what we are prepared to do. The answer
invariably has been that the rates are already low, non-remunerative, and they
are sorry that there is nothing they can do for him. This is the extent of
negotiation at the present time. We have had one development, and that is that

we have had an increase in freight rates of 15 cents per ton a year ago, in
October.

So far as being a captive shipper is concerned, I say unequivocally that we
are captive shippers in every sense of the word. We are located on one railway;
our distances to market are such that there is no possibility of shipping by any
other railway or by truck, so that I think that by all the definitions contained in
this bill we are certainly captive shippers.

Mr. DEACHMAN: May I ask you, sir, is it possible to move coal from Michel
to seaboard by the Great Northern?
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Mr. WHITTAKER: No. There is, at the moment, no connection with the Great
Northern. The distance from Michel to a connection with the Great Northern
would be about 75 miles, but there is no road at the present time.

Mr. DEACHMAN: So it is not possible for you to negotiate with the Great
Northern as an alternate route to the Canadian Pacific?

Mr. WHITTAKER: There is that possibility, except that there might be a few
obstacles; one, that a permit would be required from the British Columbia
government to build a railway or, alternatively there would have to be
permission from the Board of Transport Commissioners to build a railway, and
we are not sure of either of those situations at the moment.

Mr. PrITTIE: I have a supplementary question, Mr. Deachman. Have you
any impressions whether the CPR care whether or not your business could go to
the Great Northern, or whether they should retain it? Do they consider it a
nuisance?

Mr. WHITTAKER: I would not think so. I could illustrate it by saying I have
talked to railway officials and they always maintain that a certain piece of
business is unremunerative, but when I talk to some railway people in the
lower echelons—the operating people—and say, well, but you do not want this
business, they say, do we not? If the CNR gets ten cars ahead of us in the grain
movement, we soon hear about it from Montreal. I think this is the answer to
your question. I am quite sure that all our studies indicate that the grain
movement is remunerative to the C.P.R. regardless of what they may say.

Mr. DEACHMAN: Can you comment on the question of one shipper handling
this whole traffic from the mine right straight through to Japan, let us say,
because I have heard it said that unless the carrier is able to get the rail
business, the harbour business and the ship business, then it is not profitable to
the carrier to get into the business, because they must be able to obtain some
profit on each operation or one of the operations is not sufficiently profitable for
them to enter into it. Could you comment on this?

The CHAIRMAN: Mr. Deachman, we are going a little far afield from our
reference. You are looking for information and this is a question and answer
time. The information you seek, does not come within the scope of this bill,
other than the rail transportation to harbour. We are not involved in harbour
shipping from the port of Vancouver to Japan. I would like you to restrict
yourself to the area from the mine to the harbour; never mind the harbour to
Japan.

Mr. DEACHMAN: Mr. Chairman, the whole business of the movement of coal
from western Canada to seaboards and its movement abroad I do not believe
and I think Mr. Whittaker will concur—can simply be dealt with on the basis of
the movement from the mine to seaboard.

The CHAIRMAN: We are dealing with the national transportation policy, not
with international transportation policy.

Mr. DEACHMAN: Mr. Chairman, I think when we come to consider national
transportation policy, we are going to have to consider some pretty bold moves.

The CHAIRMAN: Not as long as we are dealing with the national transporta-
tion bill, Mr. Deachman. Please confine yourself to those terms.



October 31, 1966 TRANSPORT AND COMMUNICATIONS 2149

Mr. DEACHMAN: Mr. Chairman; I would like to see it firmly on record as to
what the scope is of western coal movement and what the problems are, because
I think it is important to the movement of coal in western Canada. I think it is
very closely linked to overseas traffic and to the eventual flow of the commodity
right from the mine straight through.

The CHAIRMAN: At the moment I am asking you to confine yourself to the
movement of coal to the port.

Mr. DEACHMAN: Mr. Whittaker, is there any further comment you want to
make on the questions I have raised?

Mr. WHITTAKER: Our economic studies indicate that the rail haul can stand
on its own feet and make a profit.

Mr. DEACHMAN: This was the point I wanted to make.
The CHAIRMAN: You got your answer, Mr. Deachman.

Mr. JAMIESON: Mr. Whittaker, in looking over this submission of yours, I am
just wondering if you have read the evidence that was given here by the two
railways companies, but perhaps I can refresh your memory on it. In effect,
they said in a case such as yours, you were not a captive shipper. They were not
specifically referring to your company, but in cases such as this, that there was
what they described as the competition of the marketplace; in other words,
that they were obliged to give you a particular rate because, in fact, this was
the only way in which you could function and the only way in which they could
get your business. They say that under those terms that you are not, in fact, a
captive shipper. I wonder if you would care to comment as to whether you, in
any way, share their view in this matter?

Mr. WHITTAKER: I might say a word about it, but I think Mr. Dutton can
elaborate on that question. I would just like to say one thing. Our business has
remained at the same level now for the last four or five years. If we are going
to increase this business, as we contemplate and as the brief says, we must
eliminate this factor of government subvention. This has been our aim for five
years. We cannot make a long term contract on any scale without doing that.
We have been unable to do so yet. I think Mr. Dutton could answer the balance
of the question.

Mr. GEorGe B. DuTrtoN (Transportation Analyst, R. L. Banks & Associates
Inc.): I had not read the railways specific testimony.

Mr. Brair: Perhaps I could intervene here to say that the testimony of the
CNR only became available in our office today, and the CPR testimony, so far as
I know, is not yet transcribed.

Mr. JAMIESON: I think I am correct in the statement that I made, that they
basically made the point that there are many people who do not have any other
means of transport available to them or who yet cannot plead legitimately to
being captive shippers because, in fact, the position in the marketplace, the need
of the railways for goods to carry and so on, puts the shipper in a bargaining
position with the railways.

Mr. DutToN: This is a common enough situation particularly for traffic in
commodities such as coal, and in our submission beginning on page 6 you will
notice at the bottom of this page I mention that the coal rates are low in
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comparison with costs and, at the top of the page, we point out that this has
been to the railways own interest. We mention just this kind of thing, the
market competition.

In our next paragraph we point out that unfortunately while this competi-
tion is generally effective and certainly is the reason for coal rates usually
wherever there is heavy mineral movement, not just in Canada but also in the
United States and elsewhere, this is the reason the rates are low, but in specific
cases this mechanism does not always seem to be effective. I would assume that
the reason is that the determination of costs is open to some argument, and it
also is time consuming. The determination of any numerical value in the market
competition is very difficult, and there is thought to be a little bit of bluff there.
The railway, in the case of the western coal operators, may believe its costs to
be higher than we think they are or that we think they need be with efficient
operation—and they also may be very skeptical about the representations that
the coal operators have made about their need for a lower rate. It is to the
advantage of the railway to maintain the rate at its present level, if they can
still keep the business. They apparently are not convinced that a reduction is
necessary to retain this business.

Mr. JAMIESON: Applying your recommendation here, that is that the matter
be changed, the whole formula, in cases such as yours, the intent of this
bill—again I am paraphrasing, but I think I am reasonably close to the line—is
to put the railways and put the whole business of freight movement and so on
on a competitive basis and to let the marketplace be the determining factor. It
seems to me, on just a fast reading of your proposal at the end of your brief,
that what you are really saying, in effect, is that each individual commodity
shipper should have the right to come in with his own particular kind of
proposal. In other words, would not this get the proposed new Board of
Transport Commissioners or whatever the official name of it is, right back in the
business of regulating rates for perhaps a score of companies in comparable
positions to your own? And is it not then more or less in defiance of the basic
objective of the bill?

Mr. DuTtToN: May I speak to that. Mr. Jamieson, I would imagine there
must be more than one case certainly, and there would be shippers, some with
good reason and some with perhaps frivolous reasons who would believe
themselves to be in a prejudiced position, who would bring their cases to the
commission and if their complaint was trivial the investigation of the situation
would show this to be the case. If their complaint was not trivial then I should
think that the fact the marketplace has operated imperfectly has to be recog-
nized, and if their complaint is justified they deserve some sort of remedy.

® (4.10 pm.)

Mr. JAMIESON: I cannot imagine anyone bringing forward such a complaint
and genuinely feeling himself that it was trivial. It may be that the board might
dismiss this but I do think it would eliminate a lot of feeling that the board was
in some way or other acting against the interest of particular shippers. In other
words I think this proposal would open up the whole plan again of the business
of particular shippers submitting their individual problems to this new commis-
sion. I repeat that this seems to me to be at odds with what we are trying to
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achieve. I am not saying for a minute that perhaps you do not have a legitimate
case; what I am saying is that it certainly is not in line with the principle that
this bill enunciates.

Mr. Dutton: Well, as I understand the purpose of the bill, it is to give
economic forces and competition as free a play as possible, and this certainly is
wholesome. I do think in providing, as the bill does, an avenue of remedy for
those instances where competition is not effective the bill is being realistic, and
we are quite confident that there are cases where competition is not altogether
effective which are not covered by the bill as drafted. How many complaints or
how much of a workload this would generate I do not really know how to
judge. I think perhaps Mr. Whittaker or Mr. Blair, who are more familiar with
the Canadian economy, would be ready to comment on that.

Mr. JaAMIESON: I have one last question, if I may, Mr. Chairman. Assuming
section 336 stands as it does at the present time and assuming the passage of
this bill, would you in fact apply to be declared a captive shipper.

Mr. WHITTAKER: I do not see that it would do us a particle of good, to be
perfectly frank and honest.

To answer your previous question, I can go back some years to where we
have had some bitter experience when we first started to develop the competi-
tion of oil and gas and we had discussions with the railways about lower freight
rates, and because the railways would not move, for reasons best known to
themselves, we lost the business. After we lost the business the railroads told us
that they would be prepared to do something. We have had some actual
concrete experiences where we have lost substantial business just by this
attitude. On the other hand, where there have been two railways involved, it
has been very easy in most cases to get a reduction in rate where there
appeared to be some competition with some other fuel, American fuel, oil or
gas, or what have you. But this is somewhat like a poker game and sometimes it
is pretty difficult to convince these people that you really have a problem. I
would just like to say that in this brief—I think it is on page 6 or 7—it is
pointed out that the average contribution over and above the variable cost in
the United States is 7 per cent on coal. You notice that in this brief our study
shows that the contribution is around 84 per cent and 107 per cent. Now, surely
this is not a case of selling spools of thread or something like that; this is big
tonnage. Perhaps while the margins may be small certainly the tonnage is big
and, as the brief points out, in the United States, where there is a great deal of
competition, the railways have considered hauling coal as a bread and butter
proposition, and they have been content to take small mark-ups to haul this
very large tonnage. I think this is our situation and nobody can convince me
that we are not captive shippers in every sense of the word.

Mr. JAMIESON: I am sure some of the other members will be pursuing the
same line of questioning.

The CH@IRMAN: Mr. Whittaker, following that line of questioning and with
r_egard to this figure of $5.28 on page 8, has the CPR ever offered you substan-
tially lower rate than the $5.28 you have there?

Mr. WHITTAKER: During discussions with one company, I believe the CPR
did offer a somewhat lower rate and then turned around and withdrew it. But
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this was not inviting. As a matter of fact this is hearsay; I have no personal
knowledge of the CPR offering anything less than $5.28.

Mr. FRANK J. HARQUAIL (President, Coleman Collieries Ltd.): I am an
individual shipper. This year my company will ship 550,000 pounds. At no time
in the last five or six years has the railway offered me any possible reduction;
instead, it has been a threat of further freight increases.

The CHAIRMAN: I asked this question because we have some CPR represen-
tatives here. I am sure they will take this back to Montreal with them and
perhaps when they are recalled they will have some figures for us.

Mr. ArLmAanD: Mr. Whittaker, earlier we had a brief from Shell Canada
Limited in which they pointed out that they had petitioned the House of Com-
mons to incorporate a company called Commercial Solids Pipeline Company,
and in their brief they suggest that this pipe line, which would be a solids
pipe line, could be used for the transport from Alberta to the coast of sulphur,
coal, an? possibly potash. Have you investigated this possibility of a solids pipe
line at all.

Mr. WHITTAKER: Yes sir, we have. We have supported, financially, research
by the Alberta Research Council who have probably done more work in this
country than anybody else on the movement by pipe line of solids, both in the
slurry form and in the capsule form. There are in existence a number of coal
pipe lines. The longest I know of that has ever been in existence was the one in
the state of Ohio; it was 108 miles long and it operated for five years. It was
shut down because of negotiations with the railways. The railways reduced
their rates by something like 35 per cent on condition that this pipe line be shut
down. However, we are 560 miles and 700 miles from seaboard, so you see the
magnitude of the problem. It is a very large investment, and in order to make it
economic we are told for this length of pipe line we would have to have
something between two and three million tons of coal a year. However there
are some very real technical problems in connection with a pipe line for our
product. First of all to have a really cheap pipe line transportation you need one
origin and one destination. We have three origins, fairly widely separated but
one destination. Secondly, you must have a continuous flow of coal 365 days of
the year. The next objection is that you must carry coal either in water or in
some other liquid. In order to move it through the pipe line in the form of a
slurry you have to grind it very finely to minus 14 mesh, which is very small;
also, to carry it in a pipe line, you would probably have a water content of
something like 40 to 45 per cent. When you fine grind coal like that it is very
difficult and expensive to de-water. You could not transport 40 or 50 per cent
water to Japan, you see. You must de-water it to at least 5 per cent moisture. If
you were shipping it into a utility plant that would be somewhat different
because they have even fed coal in slurry form into boilers with 30 per cent
moisture. With us it is a different proposition. We are dealing in metallurgical
coal that has a coking quality. The very fact that you fine grind it and put it in
this powdered form would have a bad effect on its coking quality. Secondly, if
you de-water it sufficiently to make it economic for ocean transportation it
simply means that when you get it on the dock in Japan it is a very difficult
product to handle. It is not quite as fine as talcum powder but it is getting along
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in that order. So, these are some of the difficulties which would be involved in
pipelining coal and, we feel it would not be economic because of the extensive
preparation of the coal at one end, the drying at the other, the effect it would
have on the coking quality, the fact that you have several origins, a large
investment and the necessity of continuous flow 365 days of the year.

® (420 p.m.)

Mr. ALLMAND: Then, I presume that you dismiss the pipe line as a
prospective or an alternative means of transport?

Mr. WHITTAKER: Well, we feel it is a long way down the road in so far as
our particular business is concerned.

Mr. ALLMAND: I see. Had you been in touch at all with the people who are
backing this commercial solids pipe line company. Shell Oil is behind it and
they say that they would be willing to finance it; $50 million is the price they
have put on it in their brief. They mentioned $50 million.

Mr. WHITTAKER: Well, I am not sure how Shell Oil Ltd. plans to move this
sulphur; whether they intend to move it in water or they intend to move it
in molten form. This is possible, too.

Mr. ALLMAND: They do not mention that.

Mr. WHITTAKER: If it is moved in the molten form you can see that there is
no additive. It is only a matter of insulating the line, reheating at certain points,
and the sulphur would flow. Do you see what I mean?

Mr. ALLMAND: Yes.

Mr. WHITTAKER: In any case the sulphur, I would think, would be a less
difficult material to handle from the point of view of the ultimate user.

Mr. ALLMAND: Another question, Mr. Whittaker: What is the possibility for
unit trains? I think you mentioned unit trains in your brief. What is the
prospect for these trains in the future in reducing costs and so forth?

Mr. WHITTAKER: Well, our coal moves largely in solid train loads now.
Mr. ALLMAND: Oh, it does.

Mr. WHITTAKER: This is one of the things which makes it a pretty economic
movement. Hence, on the other hand, so long as the volume of coal stays at its
present level the railroad will use it to some extent to fill out other trains. If we
get up to a tonnage of something like two million tons a year this means that
special trains must move practically at all times and, then, of course, you get a
unit train movement.

Mr. ALLmAND: This is a strong possibility.

Mr. WHITTAKRER: Yes, I think it is. It all depends whether we can get a
satisfactory rate. But, within a month or two now we will have storage at Port
Moody—ground storage—which would enable freight trains to move on time
schedules, to be dumped immediately they arrived at Port Moody and the cars
returned to the mines. As you can see this makes a very economic movement in

so far as the rolling stock is concerned, and it makes the best possible use of the
motive power.
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- Mr. SoutHAM: Mr. Chairman, Mr. Whittaker in his earlier reply to Mr.
Deachman mentioned something about the fact that since they were enjoying a
subvention it made it difficult to negotiate long-term contracts. I would like to
have you explain that a little further. Does this interfere with your marketing
of coal as far as getting good marketable or equitable prices for it are
concerned? Would you explain that a little further to the Committee.

Mr. WHITTAKER: This does interfere with the marketing. There is always
the problem of what government policy may be in the future; whether the
government might decide in their wisdom to reduce the subvention or to do
away with it entirely. So, you can hardly base long-term, large-scale, commit-
ments using subvention. Now, we have consistently over the years reduced the
cost of subvention per ton. We would like to do away with it entirely. I think
the government’s present thinking is that they put enough money into subven-
tion now. They have been prepared to go along with us to date but I am quite
sure that they would not let us increase our exports to any great extent and
continue to pay larger and larger amounts of subvention.

One point I would like to clear up is this. It is sometimes said by people,
perhaps, who have not been well informed, that the Japanese steel industry is
being subsidized by cheap Canadian coal at the expense of our government. This
is not so. Forty per cent of the coal which is imported into Japan comes from
the United States; over 40 per cent comes from Australia; there is about eight
to 10 per cent from Russia; six per cent from Canada, and some small amounts,
perhaps two per cent, from China. Now, we must meet the competition of all of
these various coals, so one can hardly say under those circumstances that the
Canadian government is subsidizing the Japanese market.

Mr. SoutHaM: It was mentioned earlier that it was possible competitively
to route a shipment through the Great Northern, and a distance of 75 miles was
referred to. Has there been any particular study made with this alternative, or
any moves towards accomplishing this.

Mr. WHITTAKER: Yes, there have been some economic studies on the
building of a line like that but, as I said before, the question arises about
permission by either the British Columbia government or the government of
Canada and whether they would grant a permit to have a line of that kind
built.

Mr. SouTHAM: I am not familiar with the terrain this line would go
through. Would there be other potential shippers or people adjacent to that line
who could also utilize it as a shipping route.

Mr. WHITTAKER: Well, now, as far as our own coal companies are concerned
this would apply to only one company. The closest one to that would be about
40 miles east. The coal would have to move over the C.P.R. to join on that Great
Northern line. So far as other commodities are concerned, yes, there would be
lumber and plywood and various other products which could move over a line
of that kind.

Mr. SoutHAM: Mr. Chairman, Mr. Whittaker is on the record for definitely
stating he feels that his firm is a captive shipper. Now, the submission mentions
The Coal Operators’ Association of Western Canada. Could you tell us in your
opinion how many other captive shippers you would be representing here
today?
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The CHAIRMAN: Mr. Southam, if you will note in the opening remarks of
Mr. Blair, at the first page there are only three—the Coal Operators’ Association
of Western Canada is comprised of the three companies on page 1: The Canmore
Mines Limited, Canmore, Alberta; Coleman Collieries Limited, Coleman, Al-
berta and The Crow’s Nest Pass Coal Co. Litd., Fernie, British Columbia.

Mr. SouTHAM: Well, then, I would like to ask Mr. Whittaker this question.
Would you suggest that these three companies which you represent would be
captive shippers, in your estimation.

Mr. WHITTAKER: Without any doubt whatsoever.
Mr. SoutHAM: Thank you. That is all.

Mr. REID: Mr. Whittaker, I have read your brief and your recommendations
very carefully and I personally as one who comes from an area which also deals
in bulk commodities have no real objections to more stringent investigations
into the rates which are fixed for captive shippers. Basically, would you agree
that anybody who ships a bulk commodity like coal or iron ore is a captive
shipper because he can, at present, ship only over rail lines.

Mr. WHITTAKER: That is right.

Mr. REmp: Now, would it be possible, Mr. Chairman, to ask the Minister if
he would have any comments on any of these proposed suggested amendments
to his “baby.” I am particularly interested in the third recommendation and
fourth recommendations which would allow the captive shipper to apply to the
board at any time to fix a rate and, secondly, that the time in which a shipper
could ask for a review of the existing rates, once the bill comes into operation,
be reduced from five years to three years.

® (430 p.m.)

Mr. PIcKERSGILL: In the first place, I do not think I could agree with Mr.
Reid’s definition of a captive shipper in relation to the legislation. A captive
shipper, under this bill if it becomes law, would be only some shipper who,
believing he had no alternative competitive mode of transport, asked to be so
designated, and to be given a rate. It would be a question in my mind whether
many shippers of bulk commodities would put themselves in that position.

The term ‘“captive shipper” as used in the bill is in other words, a
subjective term, not an objective term. The board would undoubtedly decide in
the case of many of these shippers of bulk commodities that they had no other
practicable way of shipping except by rail; but I would think that most of them
have a bargaining power with the railways sufficiently great so that they would
not put themselves subjectively into the position that makes them a captive
shipper under the law. That is why I have said I have found it quite difficult to
feel quite sure that I know of any shipper who would in fact choose to make
himself a captive shipper under the law.

I apologize for not being here earlier but I was representing the Prime
Minister in the house this afternoon and our formal proceedings went on rather
longer than I had hoped. I could not be here earlier, so I think I would like to
think a little about the question Mr. Reid has raised before I was too categorical
about it. If it is true that a railway line could be built from Fernie or near

Fernie to connect with the Great Northern, then, of course, the mine that would
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use that railway exclusively by definition in the bill, would not be a captive
shipper. That question is not directly related, of course, to the legislation itself
but I thought that I just ought to make the terminology clear.

There is, of course, another protection for shippers besides the opportunity
of going to the commission and saying that they want to be declared captive
shippers and to have the rate established. That is what we are proposing to put
in the appeal provision, that a shipper can say that it is not in the public
interest for the railways to propose a rate which they may feel is unreasonable
in the circumstances. That appeal provision is put in the legislation precisely
because it is felt that there would be circumstances where the maximum rate
formula would not provide any very effective remedy but that there should be
some alternative way of shippers proceeding.

Mr. REp: Would you say, then, sir, that this section of the bill is an attempt
to balance the bargaining powers of the two parties to a shipping agreement?

Mr. PICKERSGILL: Yes, that is right. I think one of the witnesses earlier on
said that what we are trying to do in this bill, in the maximum rate formula, is
to create an artificial competitor where there is not a real competitor. That is
why the 30,000 pounds were taken, because that is a normal or typical load for a
truck. That is why, also, the shipper who normally ships larger quantities than
30,000 pounds is to get some of the savings under the maximum rate formula
that would result from shipping at a 100,000 pounds and so on. It is felt that it
does not cost the railways to move a car with 100,000 pounds three times as
much as a car with 30,000 pounds, and that all of that advantage should not go
to the railways if the fixed rate is applied.

Mr. REID: Mr. Chairman, perhaps we could have Mr. Whittaker comment
on that because a good part of his brief is particularly concerned with this
specific problem of the different poundage which the railway cars can accept as
opposed to the truck rate which Mr. Pickersgill just used.

Mr. WHITTAKER: This brief, Mr. Chairman, I think covers the question of
the 30,000 pounds pretty thoroughly. We have simply said that our investigation
showed that the variable costs run someting below $3 a ton. If you add 160 per
cent to that, it would then bring the rate to $7.15 as compared with the existing
rate of $5.28. On the other hand, if we were to ship in 30,000 pound cars, I think
it is Mr. Dutton’s opinion that the costs would be doubled over the use of cars
holding 142,000 pounds or 71 tons, so that this would then get the rate up
around $15 a ton.

The CHAIRMAN: Mr. Whittaker, you mention $15 and 150 per cent. That
would be so unless you can negotiate a rate yourself with the railways or unless
the rate is set by the commission.

Mr. WHITTAKER: Yes.

Mr. REm: I do not think that the way you set it out, Mr. Whittaker, is
particularly my interpretation of the way the formula is to be interpreted.

The CHAIRMAN: What is it, Mr. Reid? I think it is difficult to understand
your point.

Mr. ReEm: I was just saying that I did not think this was the proper
interpretation of the legislation, as it was set out.
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The CHAIRMAN: Well, that is your opinion against the witness’ opinion.

Mr. CANTELON: This is not my interpretation of it either. I thought you took
your variable costs on the 30,000 pound basis and then you added your 150 per
cent. This is just automatically the way it is. They are not moving it on the
30,000 pound basis; they are moving it on 142,000 pound basis.

Mr. PIcKERSGILL: Then you get half the savings, moving it at 142,000
pounds instead of 30,000. That is part of the formula.

Mr. BELL (Saint John-Albert): I think that the brief is perhaps not
complete, that Mr. Dutton has made the arithmetical calculation and he has
computed that within certain limits the formula as expressed in the bill would
go up at a rate of approximately $14 to $15 a ton for coal.

Mr. PICKERSGILL: Mr. Blair, if I might ask a question. Is that based on the
assumption that this is a straight escalation from the 30,000 pounds and no
savings?

Mr. DuTTOoN: No, it is not, sir, although I may have misinterpreted the bill
in one respect and perhaps you or the chairman can clarify this point. When
traffic is moving in heavier carloads than 30,000 pounds, the bill provides that
increments of 20,000 pounds be considered so that, if traffic were moving in
carloads of 95,000 pounds you would go 30 plus 60 which is multiples of 20 to
90,000 pounds. Apparently you would make a calculation of what the variable
cost would have been had it moved in a 30,000 pound car and you make a
calculation of what the variable cost would have been had it moved in a 90,000
pound carload; then half of the difference is taken as a reduction from the rate
calculated on the basis of the 30,000 pound cost plus the 150 per cent mark up.
Do I interpret it correctly?

® (440 p.m.)
Mr. PIcKERSGILL: I would prefer to have technical advice on that one.
Mr. CopE: Yes, that is correct.

Mr. DuTtToN: This is the assumption I made. Mr. Blair perhaps dignified it a
little too much by saying «calculations». This is rather an estimate based on my
familiarity with this coal movement and the studies we previously made. I did
not go back through all our computations and recalculate them on the basis of a
30,000 pound carload because it would have been very time consuming and I
did not have the time. However, I do know that it is obvious that if you ship
30,000 pounds in a carload instead of 140,000 pounds, you would need four and
a half times as many cars. You would have to move those cars back empty; you
would have to own them; you would have to repair them and all that sort of
thing. Therefore, I think I am being very conservative in saying that the costs
associated with cars would have to go up four and a half times, whereas the
costs that are measured directly by tonnage, of course, would not go up. I think
I am being very conservative in saying that even with giving back half the
savings to the shipper the result of the application of this formula would be to
more than double the rate as compared to what you would get by calculating it
from the actual shipping weight.

Mr. WHITTARER: Certainly, sir, the loading of the cars looms very large in
the eyes of the railroad. If we consistently load cars by several tons below



2158 TRANSPORT AND COMMUNICATIONS October 31, 1966

capacity we would very soon and have heard from the railways very quickly
about this. Just in the matter of a ton or two per car, you can see it is a
significant factor to the railways.

The CHAIRMAN: Do you have a question, Mr. Byrne?

Mr. BYRNE: I have just one question. Mr. Whittaker, you said that there are
two possible obstacles which may prevent the construction of a railway line to
connect with the Great Northern. Have you any reason to believe that the
Board of Transport Commissioners would become implicated in any way in
this?

Mr. WHITTAKER: I believe that some months ago a member of the staff
raised that point with me, that the Board of Transport Commissioners might
be . .

Mr. BYRNE: Which staff? Your staff?

Mr. WHITTAKER: No, the Department of Transport, not the Board of
Transport Commissioners.

Mr. PICKERSGILL: I am afraid I was not paying adequate attention. I wonder
if Mr. Whittaker would mind repeating what he has just said because I would
like to make sure I understand it correctly.

Mr. WHITTAKER: I understood Mr. Byrne’s question to be, have you any
reason to believe that the representatives of the government of Canada would
intervene and perhaps refuse a permit for the building of another railway. This
railway that has been talked about would be wholly within the province of
British Columbia and it might be argued that since it is wholly within the
province of British Columbia it might be only a matter of concern for the
provincial government.

On the other hand, other people would argue that since the intent of the
line is to connect with another line across the border and international trade is
involved, then this might be a matter for the government of Canada. Now, this
we do not know but both of those points have been raised.

Mr. PICKERSGILL: Of course, if you sought to build a railway under a
federal charter, the government would not have any say in the matter. You
would make a petition to parliament and parliament would decide whether you
could build a railway or not. While the members of the government may
express views one way or the other, they would only be doing so as members of
parliament. It would be a private bill and it would be for the majority of the
members who decided to vote on it, to vote whichever way they chose.

On the other hand, assuming it was going to be tried if you chose to do it
on the basis that since it is wholly within the province of British Columbia it
would be a provincial charter. I do not know on what grounds the government
of Canada would take initiative to oppose it. It might be, of course, that some
opposing interest might seek to suggest that the legislation was ultra vires of
the province, but it is not very normal. Of course, the Minister of Justice does
have the duty every year to look at all provincial statutes to see whether or not
they should be disallowed. But in the history of Canada, in the first 100 years,
we have not disallowed very many, and I do not recall any railway legislation
being disallowed, certainly in my lifetime as I remember it.
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My own view would be that one would be very reluctant to interfere with
the legislation of the province. If the provincial legislature saw fit to incorporate
such a railway we would be inclined, I think, to let events take their course. It
might be that there would be difficulty getting it through the legislature; it
might be that even if it did get through the legislature and the railway was
started to be built, the building of it would be challenged in the courts. That
would, of course, be something over which the government would have no
control.

But if it is possible to have such a railway, of course, then you could not
possibly be a captive shipper because you would then have a competitive route.

Mr. Brair: Mr. Chairman, I do not think that Mr. Whittaker meant to
imply that the government of Canada, as such, would interfere in the operation
of this proposed line which I think would have been built under provincial
charter, but the ordinary law of Canada as administered now by the Board of
Transport Commissioners and later by the new Transportation Commission
would apply and there are many cases going back for 100 years as to the
interconnection of provincial railway lines and provincial lines with interna-
tional lines which leave it somewhat doubtful whether or not this kind of line
could be built without the approval or authority of the Board of Transport
Commissioners which would be requested in the ordinary way.

Mr. PICKERSGILL: Mr. Blair is an eminent counsel and I am only a layman
and I would not venture to express a legal opinion on an abstruse point of this
kind. There is a salutary rule that ministers of the crown should not—if I may
put it rather vulgarly—shoot off their faces about the law.

Mr. BYRNE: I have only one more question. Mr. Whittaker, you said in reply
to Mr. Deachman you are of the opinion that the land transportation of the coal
can stand on its own feet. Bearing in mind that the present government subsidy
which while it does not go to the railway does go towards the cost of
production, do you suggest that by the elimination of the subsidy then the rate
on coal to the Pacific coast should be about $2.55, that is, $5.28 less $2.73?

® (450 p.m.)

Mr. WHITTAKER: With respect, Mr. Byrne, the money provided by subven-
tion does not go to subsidize production. It goes to pay part of the costs of
transportation. So far as the rate is concerned, and suppose that we reach the
point where subvention is going to disappear, this would probably result from
three elements. A lower freight rate resulting from greater volume and greater
efficiency in moving the coal. The same thing applies to the cost of production;
the larger the production, with attendant economies and increased mechaniza-
tion, the greater the decrease in cost. We believe that with a larger tonnage we
would certainly loom larger in the Japanese market and we could probably
drive better bargains there than we can with our small tonnage, as at the
present time. So, it would have to be a combination of a number of things.
Certainly, we do not think for one minute that the railway company should
bear all the burden in arriving at this happy solution.

Mr. BYRNE: I was not implying that the $2.73 went entirely as part of
production, but rather that it made the coal marketable in Japan. Having
eliminated the $2.73, we would have to anticipate quite a measurable reduction
in the freight rate. Have you estimated this? I believe in your brief you have

said what you believe the actual costs plus a reasonable profit would be.
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Mr. WHITTAKER: Under the circumstances, Mr. Byrne, I do not think it
would be appropriate for me to comment on the exact level at this time.

Mr. BALLARD: Mr. Whittaker, I was interested in your comments on the
pipe line down in Ohio in the United States and, if I remember the case
correctly, when the railway in that particular area was faced with the competi-
tion of a pipe line they redesigned some of their equipment to make it more
efficient in the movement of the product involved. The question is have the
CPR, in connection with the movement of your coal, redesigned any of their
equipment to make it more efficient?

Mr. WHITTAKER: I say this, sir, that at the present time the largest hopper
cars that the railways use are about 80 tons, but just within the last year or so
they have started to build some very good equipment that will handle 102 tons.
Most of these cars have been used so far in the hauling of fertilizer and potash
and materials that have to be kept bone dry.

I would think that on a large movement of coal, such as we envisage, it
would be most attractive for the railways to build larger cars and I think that
would be the tendency. At the present time we are using some old cars that
were built in 1925 which only hold 50 to 55 tons—there are only a few of them,
it is true—but still I think the railroad take the attitude they have written off
the cost of these things and so long as they will run they might as well use
them. This is why our average shipments are 142,000 pounds rather than
160,000 pounds. This reflects the number of smaller cars in service.

Mr. HarRQUAIL: I could elaborate on that in my own company. In the
calendar year 1965 we shipped 450,000 long tons. The average carload was 64
tons. Having in mind that the CPR’s biggest cars right now are 80 tons, it meant
that the bulk of the cars that are now in coal service are cars built 25 years ago
or longer, so we are getting the tiny cars.

Mr. BALLARD: Would those cars which you are referring to now, the smaller
type car, would they be used for backhaul?

Mr. HARQUAIL: They are being used for backhaul. It is not an efficient
operation to the railway to move those very small cars. They are very old but
they are being used.

Mr. BALLARD: Mr. Whittaker, you also discounted the possibility that the
Canadian government was subsidizing Japanese industry through subvention. I
was wondering if there are any comparable cases of American coal going to
Japan, comparable from the standpoint of location in the mountains, that is,
being shipped to the seaboard and transshipped to Japan? Are there any
instances of this? Does the American government pay a subvention to those
companies?

Mr. WHITTAKER: Practically all of the American coal that goes to Japan is
mined in West Virginia and Virginia, and about the longest haul they have is
around 400 miles, or slightly further. They have very favourable grades and
they haul some very large trains, as many as 200 cars to the train.

There are no subventions. I will tell you about one thing the American
railways do. The loading docks at Hampton Roads and Newport News are
owned by the railways. The charge for loading coal at Hampton Roads is 4}
cents a ton. We pay 80 cents a ton at Port Moody. This is because it certainly
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costs the railway more than 4} cents to load that coal. As a matter of fact, they
not only load it but they switch it and blend it for that price, but they do that
at the expense of the rail rate, you see. It is a combined rate. Their rates are
something in the order of just over $4 a ton. They ran until recently from $4.11
per ton to $4.38 per ton but with the 4} cents loading charge the over-all charge
was about $2 a ton less than ours. So, it is true that the Americans do not
subsidize the coal.

On the other hand, one of our largest competitors in Australia, the coal
most similar to our own, is located—there are about four mines involved—
anywhere from 8 to 38 miles from tidewater. They all look out on the sea.
That coal is subsidized. True, not as much as ours, but they do have subventions
for export coal.

Mr. BALLARD: If you take the subvention off the rates that you pay, your
net payout for freight is really less than the American companies.

Mr. WHITTAKER: This is true.
Mr. BALLARD: I suppose they have a longer water haulage than you have.

Mr. WHITTARER: Yes, they have at least 3,000 miles longer than we have
and on top of that, of course, they have to go through the Panama canal.

Mr. BALLARD: And they still can compete favourably with you, is that
right?

Mr. WHITTAKER: Well, they have several things going for them. First of all,
the American bituminous coke and coal is the best in the world. It has a lower
inherent ash than ours. It commands several dollars a ton more than our coal on
the market. So, when you add it all up, the Japanese pay us what they think
our coal is worth to them. We do not entirely agree with them, we always think
we should get more. We still have to meet the competition of at least four other
suppliers, all of whom are bigger than we are.

Mr. BALLARD: Just as a point of interest, at the bottom of page six you say:
“In the United States in 1961 the average excess of revenue over variable cost
was 27 per cent.” For coal it was 7 per cent. On page 8 you give some further
statistics. On line 3 you say: “At $5.28 the rate is 84 per cent above the current
cost and 107 per cent above the cost made possible by ground storage at the
port.” What is the American experience on this second part. Do you have
comparable figures for the American situation?

@ (5.00 p.m.)

Mr. WHITTAKER: Mr. Dutton can answer that better than I can. I will just
say that at the American ports there is no ground storage and, in addition to
hauling the coal at the rates that I suggest, the railroads store the coal in the
cars rather than on the ground, and they may have anywhere up to 20 or 30 tons.
At Hampton Roads alone they may have 9, 10 or 12,000 tons of coal in that
many cars in their yards at one time which must be switched, blended, and so
on. This is all part of that freight rate.

The CHAIRMAN: Mr. Ballard understands that, I think. The comparisons are
not equal here and T think perhaps we are going far afield again as far as

comparisons of costs are concerned. It seems clear from Mr. Whittaker’s
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statement that no such comparison can really be made. Would you keep your
questioning within the context of the brief or the bill.

Mr. BALLARD: I think the question is fair enough, Mr. Chairman. We will
just ask about the first part of it. You say at $5.28 the rate is 84 per cent above
the current cost.” Have you got something comparable to that from the
American experience?

Mr. DuTtTOoN: What we showed on page 6 was the average figure. This is
taken from a study that the Interstate Commerce Commission publishes from
time to time. They take a 1 per cent sample of the ratio of the carload traffic in
the United States and make an analyses of what commodities move and where
they go and, using a method of cost computation which the commission has
developed, they compute—they, of course, collect the revenue from the way-
bills—the cost from the statistics which are available from the waybills as to
weight and distance and where the traffic moves. The 7 per cent figure there is
simply the measure by which the total revenue for the coal traffic in the sample
exceeds the variable cost that is computed for the coal traffic in the sample. So,
it is an over-all average for coal movement in the United States and it reflects
movements such as Mr. Whittaker was mentioning, movements from the mines
to tidewater for export and it also reflects the movements of coal for domestic
consumption. Is that responsive to your question, sir?

Mr. BALLARD: No, is it not. Perhaps I could phrase it a little differently. You
say on page 8, “At $5.28 the rate is 84 per cent above the current cost.” What do
you mean by that?

Mr. DutTOoN: QOur organization, R. L. Banks and Associates, made a cost
study for the Coal Operators Association of Western Canada in which we
estimated as closely as we could the variable cost of the transportation of coal
from the three member mines to Port Moody for export. In the case of Coleman,
which is one of the mines, our calculation worked out the variable cost at $2.80
per ton, which is the figure on the first line on page 8. Now, the $5.28 a ton rate
is arithmetically 84 per cent greater than this $2.86 a ton variable cost which we
had calculated.

Mr. JaMmiEsoN: May I ask a supplementary question? Did you base this
variable cost on American experience or were you able to get some Canadian
figures?

Mr. DuTToN: It was not based on American experience, sir. From material
that went into the record on the studies of the cost of moving grain, we got a
great deal of information about the relationship between the various expense
accounts of the railroads and operating factors. The way in which maintenance
expense, for instance, varies with train miles and ton miles, and in some cases we
followed these. We used factors for updating them in terms of the change in the
wholesale price index and the change in wage levels. In other cases the
relationships between expenses and operating factors could be tested from the
average expenses of the railroads as reported for the more recent year. So, we
gathered together a group of unit costs per ton mile or per engine hour or per
train mile, and so on, partly from the studies which had been made earlier and
which had gone into the record in the MacPherson Commission report and partly
from the publicly reported figures of the railways. Then, to get the service
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units, train miles, ton miles, engine hours, and so forth, which: would apply to
the movement of coal, we got information through the member mines. They
provided us with records of how many tons they shipped, how many cars were
shipped, they kept track of the car numbers so they had a record of the
turn-around time of the cars against the number of car days involved, and the
car miles, of course, follow out automatically from the mileage moved, so we
were able to gather together figures which related to the specific movements
and were pretty closely tied to the actual experience of the Canadian railways.
Now, this is not perfect. We have had to depend on data that goes back several
years and we have had to make estimates, but if more complete data had been
made available to us we could have done things a little closer. However, we are
confident that this is a reasonably accurate measure of the variable cost and it is
related very definitely to the movement of this traffic on the Canadian Pacific
Railway. It is not just a transposition of some American data.

Mr. DEACHMAN: I have a couple of questions which I think will clarify the
questions and answers between the minister and Mr. Whittaker.

Do I understand that the building of that 75 mile line which was referred
to would be built from a spur of the Great Northern, which already exists in
British Columbia, to the mine in the area of Michel in British Columbia? Is
this where it would be located?

Mr. WHITTAKER: The line would be between Michel and a point just north
of the border at Rexford.

Mr. DEACHMAN: Where the Great Northern already has a spur?
Mr. WHITTAKER: They are 14 miles below the border.

Mr. DEacHMAN: Yes, and then coal would be carried over the Great

Northern toward the coast. Would it be carried back to the Canadian side
again?

Mr. WHITTAKER: This would add considerably to the mileage and probably
would make the route uneconomic.

Mr. DEACHMAN: Has the possibility of moving it back on the Great
Northern to the Canadian side again been considered?

Mr. WHITTAKER: It has been looked into yes.

Mr. DEACHEMAN: With a view to connecting it up with the present deepwa-
ter harbour at Sturgeon Bank?

Mr. WHITTAKER: That has been looked into, sir.

Mr. DEAcCHMAN: Could this be done on a negotiated rate without reference
to the existing rate structure?

Mr. WHITTAKER: I am not sure I understand your question.

Mr. DEAcHMAN: Could this be done on a much improved rate structure than
the rate structure with which you are now faced?
® (5.10 pm.)

Mr. WHITTAKER: Certainly no railway would be built, or contemplated,

unless it was thought it would be a better proposition than the one that now
exists. :
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Mr. DEACHMAN: Once coal began to move in major quantities over such a
line and to a deepwater harbour in the lower mainland, then other rates would
have to come down. Would that be your view? That the CP rate, if it were
going to remain competitive and if the coal dock at Port Moody were going to
remain in business, it would have to compete?

Mr. WHITTAKER: I do not think it is possible, sir, to bring the coal down into
the United States and then take it north again from Everett up into British
Columbia. I think that additional haulage would make the proposition much less
attractive.

Mr. DEACEMAN: Even with a deep seaport built at Sturgeon Bank?

Mr. WHITTAKER: Yes, for the simple reason that there would be just that
much additional haulage which would cost that much more money.

Mr. DEaAcEMAN: Even the advantages of bulk carriers at a deepwater port,
such as has been suggested at Sturgeon Bank, would be offset by the disadvan-
tage of the additional rail haul between Everett and Vancouver?

Mr. WHITTAKER: Of course, any bulk carriers that could come into Sturgeon
Bank could certainly come into Everett, where the water is much deeper than
the location of the proposed dock at Fort Roberts or Sturgeon Bank, so those
advantages would just wash out.

The CHAIRMAN: Mr. Whittaker, you are destroying a pet project of Mr.
Deachman’s.

Mr. DEacHMAN: No, I am very curious about this project because it has
been spoken of in British Columbia many times and it is one of a number of
possibilities, Mr. Chairman, that are being explored to see whether or not
western Canada can obtain this coal business. I think the presentation which
Mr. Whittaker and his associates made today is a very interesting proposition
for the west.

Mr. PriTTIE: I have just one question on the possibility of a line through
the United States. What has the attitude of the British Columbia government
been on this matter?

Mr. WHITTAKER: I have not talked to the British Columbia government.

Mr. PriTTIE: The Attorney General has met with your association and the
CPR at different times?

Mr. WHITTAKER: He has not met with our association, sir, he has met with
one company and that was a private meeting. I was not present.

The CHAIRMAN: If there are no further questions, I wish to thank Mr.
Whittaker, Mr. Harquail, Mr. Dutton and Mr. Blair very much for the presenta-
tion of their brief.

Before we adjourn, I want to bring to the attention of the committee two
letters that we have received. Actually, they are briefs in the form of letters.
One is from the Faculty of Applied Science and Engineering, University of
Toronto, from M. E. Charles, associate professor of chemical engineering, and R.
M. Sobernon, associate professor of civil engineering. We also have a letter from
E. J. Wiggins, director, Research Council of Alberta. Could I have a motion to
have both these, and today’s brief, printed as an appendix to our Minutes of
Proceedings and Evidence?
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Mr. JAMIESON: I so move.
Mr. SouTHAM: I second the motion.
Motion agreed to.

The CHAIRMAN: We will adjourn, Mrs. Rideout, and gentlemen, until
tomorrow morning at 9.30 a.m., at which time we will hear the Canadian
Industrial Traffic League. At 3.30 in the afternoon, or after Orders of the Day,
we will hear Wabush Mines. This was not on your agenda, but it was confirmed
today that at 8 o’clock tomorrow evening we will hear the Government of
Saskatchewan. Mr. Blair will be here again at that time. Then we will meet on
Wednesday at 3.30 to hear Mr. Molgat, leader of the Liberal party in Manitoba,
Thursday at 9.30 a.m. the Canada Steamship Lines and the Windsor Chamber
of Commerce. At 3.30 in the afternoon the Canadian Trucking Association,
which may require our sitting in the evening as well. Friday from 9.30 until 11
we will hear the Manitoba branch lines. We have added these because the
committee will not be sitting, of course, on Armistice Day, November 11, nor
will it be sitting on November 14, 15 and 16, when the Conservative party has
its conference. Before those dates there are a couple of more briefs we will be
hearing. After that we will commence the clause by clause study, we hope, on
the 17th of November. We will adjourn until 9.30 tomorrow morning in the
Railway Committee room in the Centre Block.
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APPENDIX A-18A

Gentlemen:

The Coal Operators’ Association of Western Canada is comprised of three
companies as follows:
The Canmore Mines Limited, Canmore, Alberta
Coleman Collieries Limited, Coleman, Alberta
The Crow’s Nest Pass Coal Co. Ltd., Fernie, B.C.

This Association, in March, 1965, presented a submission to the Standing
Committee of the House of Commons on Railways, Canals and Telegraph Lines
on Bill C-120. The present submission is for the purpose of supplementing and
bringing to date the previous one and has been prepared in cooperation with
R. L. Banks & Associates Inc., Transportation Consultants, Washington, D.C., who
represented the Provinces of Manitoba and Alberta in the analysis of the Crow’s
Nest Pass grain costs before the MacPherson Royal Commission. A representa-
tive of this firm will be available to answer questions and to elaborate on the
submission.

Member companies of the Association in the year 1964 produced approxi-
mately 1,600,000 tons of medium and low volatile coking and non-coking coals.
All three of these mines are located on Canadian Pacific Railway lines and the
total production is shipped by rail, there being no markets close enough to make
truck shipments. As a result, the total production is captive to Canadian Pacific
as defined by Section 336(1).

Sixty percent or more of the tonnage is exported to steel mills and to
chemical and gas companies in Japan via Port Moody, B.C., with federal
government assistance in the form of subventions. The balance of the tonnage is
used almost exclusively in metallurgical operations in Western Canada and the
Western United States.

At the present time these companies are negotiating with the Japanese steel
producers for long-term, large-scale contracts which contemplate shipments of
3,000,000 tons or more per annum for a ten year or greater period by 1970.

Through these large tonnages and their attendant increased efficiencies and
productivity and the lower transportation costs resulting from the use of unit
trains and larger vessels, it is the objective of the producers to eliminate
entirely the present freight subvention of $2.75 per ton.

For the purpose of this submission we will confine our observations to
Section 336 which deals with the matter of maximum rate control.

We believe that the purpose of this section providing for maximum rate
control is good but feel that its provisions are so hedged around by restrictions
as to make it virtually worthless so far as low value bulk commodities are
concerned. In this regard we wish to register the following objections:

1. Determination of Variable Costs, Section 336(3)
This subsection reads in part, as follows:

“In determining the variable cost of the carriage of goods for the
purposes of this section the Board shall:—
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(c) Calculate the cost of carriage of the goods concerned on the basis of
carloads of 30,000 lbs. in the standard railway equipment for such
goods.”

The production of our member companies moves almost wholly in hopper
cars which have capacities up to 160,000 lbs. The average hopper car loaded
with export coal carries in excess of 140,000 1bs. This average weight reflects the
number of smaller and older type cars supplied by the railway company. The
mines also ship a small proportion of their domestic production in box cars at
the consignees’ request. The minimum net weight of coal carried by these cars is
90,000 1bs.

It is apparent, therefore, that the calculation of variable costs using the
30,000 Ibs. stipulated in subsection (3) (c¢) would be a most unrealistic
procedure even allowing for the adjustments provided under subsection (5) (b)
(ii) and (iii) and further that costs calculated on this basis would be grossly
inflated in the case of coal shipments and would bear no reasonable relation to
actual cost.

We suggest, therefore, that if there is to be any real or factual measure-
ment of the variable cost of low value bulk commodities, subsection 3 must be
amended to provide that the actual shipping weights be used for such calcula-
tion.

Aside from proposing the artificial 30,000 Ibs. per carload instead of the
actual shipping weight which is necessary to any meaningful determination of
variable cost, the bill very properly provides that all relevant cost elements be
taken into consideration, including depreciation and the cost of capital. In its
use of the words “relevant” and ‘“variable” and in the provision that the lowest
cost route be the basis of computation, the bill gives recognition to the fact that
the economically significant factor is the variable cost of the specific movement,
not some generalized system average cost nor the variable cost of some
hypothetical, typical traffic, however important such information may be in
assessing generally the effects of the proposed formula. The provision about
non-disclosure in Section 387C, nevertheless, raises a question as to whether the
development of meaningful cost estimates will be possible. The non-disclosure
assurance is understandable. Compared to many businesses, railroads live in a
goldfish bowl; yet even they have, and deserve, some degree of administrative
privacy.

On the other hand, the need for detailed information is real An Interstate
Commerce Commission examiner expressed it well recently:

“Specific cost data relating to the particular traffic and operations of
the individual carriers involved should be developed, in preference to,
and as being more reliable and possessing greater probative value than,
general average costs covering the overall systemwide operations of a
carrier, a group of carriers, or all the carriers in a territory.”*

The experience in determining the cost of transporting coal to Port Moody
for export, which is set forth later in this submission, is very much in point and
illustrates the difficulty of shippers in determining the effect of the proposed

{Interstate Commerce Commission, No. 34013, Rules to Govern the Assembling and Pre-
senting of Cost Evidence, report and order recommended by Jair S. Kaplan, Hearing Examiner,
October 10, 1966, p. 1, paragraph 2 of findings.
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formula. The variability of the elements of cost and their relationships to
physical factors such as ton-miles and train-miles were brought up to date from
detailed information developed in the course of the investigation of grain
transportation costs. This information could not have been derived solely on the
basis of the facts regularly reported by the railways. Again, the physical factors
which occasion the cost of transportation were not simply reported system
averages. As far as was practicable, actual values for tonnage ratings, car
turnaround times and other factors were used.

Balancing the need for explicit knowledge against the need for privacy will
require tact and careful use of the powers conferred on the National Trans-
portation Commission. A possible solution would be to require the railways to
make extensive disclosure to the Commission for its cost studies, with the
requirement that such information not be divulged to shippers or other outside
parties.

This we presume, would be the procedure followed by the Commission in
the first step contemplated by Section 336(1), namely, fixing a probable range
within which the rate would fall. This, of course, forecloses the possibility of
cross-examination or any other method of testing the probable range of rates by
the shippers. It is presumed that, if the shipper is compelled to apply under
Section 336(2) for the fixing of a rate, there would be full disclosure of railway
costs and an opportunity for the shipper to cross-examine and comment thereon.

Another factor significantly affecting variable costs, consideration of which
is not mentioned in the bill, although it may be implied, is transporattion in
multiple car cuts or even in unit trains. It is the basis of great advances in
efficiency and economy in the United States, Britain and elsewhere as well as in
Canada.

2. Finding the Rate Applicable to the Carriage of the Goods, Section 336(2)

This subsection provides, in part:
“... the Board may after such investigation as it deems necessary fix a
rate equal to the variable cost of the carriage of the goods plus one
hundred and fifty percent of the variable cost, as the fixed rate applicable
to the carriage of the goods....”

The 30,000 lb. weight and the 150 percent markup over variable cost
indicate that the maximum rate limitation has been contemplated in terms of
light loading, high value commodities which traditionally move at rates having
a wide margin above variable cost; although even for such movements 150
percent seems high. For low value, heavy loading, bulk commodities, any such
markup is unbearable and unprecedented. In the United States in 1961, the
average excess of revenue over variable cost was 27 percent. Of course, for
many commodities the excess was much greater, in a few cases even exceeding
150 percent. For coal it was 7 percent. Yet coal is one of the principal
contributors to bearing the constant cost burden.? It has been to the railways’
own interest to keep coal rates low. Where there has not been competition from
other forms of transportation, there has been the competition of other sources of

2 Interstate Commerce Commission, Statement 6-64, Distribution of the Rail Revenue Con-
tribution by Commodity Groups-1961, June 1964.
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coal and other kinds of energy. And the traffic has been worth f:ompeting for.
The margin per ton is small but the tonnage is large; coal railways have a
history of good earnings.

Unfortunately, it seems that competition from other sources of coal cannot
be relied upon in every case. Uncertainty as to costs and uncertainty as to
market competition may lead a railroad to believe that a rate reduction is not
necessary to retain traffic and would not contribute to increased revenue but
would reduce net or result in actual loss. In such a case, individual analysis is
necessary. No predetermined markup will fit.

Coal is a low value bulky commodity. Our average realization on export
coal at mines is about $6.40 per ton.

The cost study made by R. L. Banks & Associates, Inc. showed that the
revenue received by the railway covered not only all the variable costs of the
railway movement, but also made a substantial contribution to the railway’s
overhead costs.

This study of the cost of transporting coal to Port Moody for export
indicates, for example, that for the year ending March 31, 1965, the variable
cost for movement from Coleman was $2.86 per ton. When ground storage at
Port Moody is put into operation, with resulting economy in car handling, the
cost is expected to fall to $2.55 per ton. At $5.28, the rate is 84 per cent above
the current cost and 107 per cent above the cost made possible by ground
storage at the port. No conceivable allowance for imperfect knowledge of
operating details or for changes in cost variability since the grain studies can
obscure the fact that these are entirely untypical markups for coal freight
rates. At such a high rate, the export of coal to Japan has been possible only
with a federal subvention of $2.75 per ton. The mines are preparing for
increased output and more efficient production but if they are to continue and
expand their sales to Japan, their production, and their traffic on the Canadian
Pacific, without further subvention, they must have realistic freight rates.

If 150 per cent had been added as required by subsection (2), the rate
would then have become $7.15 per ton as compared with the existing rate of
$5.28. At a $7.15 rate no coal would move and such an increase would simply
close down the mines. As a matter of fact even at the $5.28 rate it is only with
the utmost difficulty that the mines are able to maintain their competitive
position.

It is to be noted that the above quoted costs are based on actual car weights
of 142,000 lbs. It can be readily appreciated what these costs would be if the
fictitious 30,000 1b. figure had been used plus the pyramiding effect of adding
150 per cent to an already much inflated figure.

The calculation of a rate, applicable to coal on the basis proposed by
Section 336(4) tied to the 30,000 1b. formula, would be extremely burdensome.
It can, however, be said that the rate would approach if not exceed twice the
rate of $7.15 per ton which results from the application of 150 per cent to the
actual cost of moving coal in 142,000 1b. lots. While it may be contended that
rates on coal would never reach this high ceiling, its very existence will tend to
encourage an increase above already inflated levels.

We submit, therefore, that Section 336 must be amended in the light of its
effect on low value high volume commodities.
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3. Existing Level of Rates Prevails for Fixed Periods, Section 336(11) and (15)

These subsections provide that no remedy can be sought through Section
336 with respect to an existing rate for a period of a least three years unless
and until the carrier advances such rate, even though because of changed
conditions the rate may have become manifestly unjust and unreasonable.

As an example, the commercial or domestic carload lot rate on coal from
Coleman, Alberta, to Vancouver is $5.55 per ton. This rate applies whether one
car or one hundred cars are shipped at one time and whether they are shipped
to one consignee or to fifty. In contrast, the export rate from Coleman to Port
Moody, which is located 13 miles east of Vancouver is $5.28 per ton. More than
500,000 tons of coal will move in the 1966 coal year from this one origin to the
one destination; a good deal of it in trainload lots. The same situation applies in
the cases of Michel and Canmore where 400,000 tons and 170,000 tons of export
coal respectively will be shipped during the same period.

It is submitted that this export rate does not recognize the savings inherent
in the movement of large volumes of coal, often in trainload lots, from one
origin to one destination. Under the terms of subsection (11), as written, the
captive shipper has no recourse to maximum rate control unless a rate already
more than adequate is further increased.

Over the past two years the Coal Operators have been making representa-
tions to Canadian Pacific regarding rates for the shipment of export coal by
integral and unit trains between the mines and Port Moody, as and when
ground storage becomes available at the latter point.

We are unable to predict the outcome of these negotiations. We may or may
not arrive at satisfactory rates. If we are unable to do so and if Section 336 is
enacted without amendment, we will have no recourse to the Commission, for
at least three years, unless and until the present rate is increased and as captive
shippers we would then be compelled to attempt to live with whatever rates the
carrier might decide to impose.

The combined effect of Section 336(11) and (15) is virtually to prevent
invoking maximum rate regulation for the foreseeable future.

Even if the barrier set up by Section 336(11) were removed, recourse to
the Commission would be of no value to us so long as variable costs are
calculated on the 30,000 1b. basis and 1509 is added to variable costs to fix a
maximum rate.

4. Period for Review Too Long, Section 336(16)

This subsection provides that, after the proposed formula has been in
operation for five years, the Commission shall examine its operation and effects.
Such an examination, involving as it will, extensive public hearings and the
mature consideration of the Commission will take considerable time. If, as is to
be expected, the Commission recommends changes in the formula to the
Governor in Council, in accordance with the section, further delay will occur
before these changes can be placed before Parliament and enacted as an
amendment to the statute. It appears not unreasonable to suggest that a period
much in excess of five years, perhaps seven to ten years, could elapse before any
effective relief could be obtained from a formula which is demonstrated to be
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unfair for the shippers and the public. It is, therefore, submitted that the period
of review should be shortened to a period not exceeding three years. The
Commission should be authorized, within the three year period, to institute such
a review on its own motion, in its opinion, the operation of the formula is such
as to require earlier review.

5. Summary

In summary, we recommend that:

(1) Section 336(3) should be amended to provide that the actual
elements of cost involved in specific movements, including the actual
weights of shipments, be used in calculating variable costs.

(2) In the case of low value, heavy loading, bulk commodities, such
as coal, the maximum reasonable rate should be determined by study of
the specific situation and not by the application of any predetermined
percentage markup.

(3) Section 336(11) and (15) should be amended so that the captive
shipper may at any time apply to the Board to fix a rate.

(4) Section 336(16) should be amended to provide that the cost
formula must be reviewed within a period not exceeding three years, with
power in the Commission to commence such a review earlier if circum-
stances indicate it is desirable in the public interest.

Respectfully submitted,
on behalf of

THE COAL OPERATORS’ ASSOCIATION
OF WESTERN CANADA
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APPENDIX A-19

Submission to the House of Commons Transport Committee
by
The Research Council of Alberta

1. Purpose

The purpose of the present brief is to draw attention to the need for
comprehensive physical research and development in transportation, peculiar to
Canadian needs and to suggest revisions to Bill C-231 accordingly.

2. Scope
The scope of the brief pertains to:
(a) bulk transportation, in general, and in particular to

(b) transportation in those areas of Canada lying outside the Windsor-
Toronto-Montreal-Quebec corridor.

3. Nature of the required research and development

Comprehensive research and development is required to promote new
ideas in physical transport. The emphasis must be on physical innovation, which
will meet the particular transport challenges in the several areas involved.
These areas range from mountainous regions through prairies to the maritimes,
and include the arctic and subarctic districts of Canada. The basic approach
must be to assess the fundamental transport needs and create specific solutions
without undue bias towards conventional transport methods.

4. Initial approaches

Little effort is required to define the problems in conventional terms. The
needs are so great that the problems are obvious. Twenty case-study examples
will suffice to lay the research and development opportunities open for creative
innovation. Such case studies will provide sufficient scope for treating a wide
variety of conditions for the several parameters involved: traffic volume,
distance, topography, climate, terrain, handling characteristics, energy supplies
and personnel. A fundamental guiding principle will be the most effective use of
capital investment.

5. Intermediate developments

The methods applied in the initial approaches will point the way to a wide
variety of technically possible transport innovations. The next step will be to
explore the possibilities of many of these through physical research, first in
laboratory investigations, and later, if warranted, in limited field tests. The
innovations which emerge successfully from such research will then be submit-
ted to systematic development work. In the course of such work, particular
emphasis will be directed toward the most promising systems as indicated by
engineering and economic projections.

6. Useful results

Out of the initial approaches and intermediate developments will emerge a
few very promising bulk transport systems. They may bear a casual resem-
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blance to conventional systems, they may appear to be hybridizations of
conventional systems, or they may be radically different. They will be manifest-
ly better than simple adaptations of existing systems of bulk transportation.
The capital-use factor and the degree of automation will be high.

7. Research and development organization

The project approach offers many advantages over the institutional ap-
proach. For best results the work should be allocated to existing research and
development bodies located in the areas in which the transport needs are clearly
indicated. Close, informed liaison between associated groups must be established
while retaining some degree of competition. Research and development manag-
ers operating with the guidance of advisory committees seem to represent the
most desirable management pattern. Established research bodies appear to be
the most likely locales for the work; consulting firms are usually not oriented
towards long range development work; universities are well fitted for creative
work, but have, due to their teaching load, some difficulties in mounting
sustained and intensive research and development programs.

8. Research and development finances

A base of approximately $10 million appears to be an appropriate expendi-
ture on transportation research and development in the areas mentioned above.
In the early part of the program a major part of this sum would be devoted to
research; in the later stages, the development expenditures will dominate by a
factor of about ten to one. Solutions obtained to transportation problems
through research and development should ultimately reduce the need for
subsidies in many areas. The present transportation subsidies amount to more
than ten times the suggested research and development costs.

9. Rewision of Bill C-231

It is suggested that the ideas developed in this submission may be
incorporated in Bill C-231 by changing paragraph 16 (1) (b) which presently
reads

“(the Commission shall)”

“undertake studies and research into the economic aspects of all modes of
transport in Canada;”

to read as follows:

“undertake, encourage, coordinate and support creative physical research
projects and economic research studies into present and future modes of
transport in Canada;”

Summary

A revision of paragraph 16 (1) (b) in Bill C-231 is proposed in order to
incorporate a research and development program for dealing with the transport
needs for bulk commodities in the raw material producing areas of Canada. It is
suggested that $10 million be allocated for such research and development, and
that the work be carried out on a project basis by competent institutions
located in those areas of Canada where the cost of transportation presently
constitutes a barrier to rapid exploitation of natural resources.

Edmonton, Alberta.
October 25, 1966.
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APPENDIX A-20

FACULTY OF APPLIED SCIENCE AND ENGINEERING
UNIVERSITY OF TORONTO - TORONTO 5,
CANADA

OCTOBER 12, 1966.

Mr. J. Macaluso, Chairman,

Standing Committee on Transport and Communications,
House of Commons,

OTTAWA, Ontario.

Brief regarding the place of research in the
National Transportation Act.

Dear Sir:

We, the undersigned, are aware of the great importance of the National
Transportation Act in providing for a unified approach to the matter of
transportation in Canada.

At the same time, however, we are deeply conscious of the role that research
has had in the development of industrialized nations, a role that is just as
applicable to transportation as it is to any other industry.

We are disappointed, therefore, to find that the powers of the Commission
with respect to research are limited to undertaking ¢...studies and research
into the economic aspects of all modes of transport in Canada” (16.(I)(b)).

Bearing in mind the importance of new and improved transportation
methods to Canada, we ask that the above clause be amended to include not
only financial support for research into the economics of transportation, but also
financial support for research into technological innovation, transportation
systems analysis and design, and possible new methods of transportation such as
the long distance transport of commodities by pipeline.

In other words, we feel that the active support of creative physical and
operational research by the Commission on a reasonably large scale would lead
ultimately to Canada holding a leading position in the field of science and
technology of transportation, especially as it applies under the climatic and
terrain conditions of this vast country.

Yours sincerely,

M. E. Charles,
Associate Professor
of Chemical Engineering

R. M. Soberman,
Associate Professor
of Civil Engineering.



HOUSE OF COMMONS

First Session—Twenty-seventh Parliament
1966

STANDING COMMITTEE
ON

TRANSPORT AND COMMUNICATIONS

Chairman: Mr. JOSEPH MACALUSO

MINUTES OF PROCEEDINGS AND EVIDENCE
No. 32

TUESDAY, NOVEMBER 1, 1966

Respecting
BILL C-231

An Act to define and implement a national transportation policy for
Canada, to amend the Railway Act and other Acts in consequence
thereof and to enact other consequential provisions.

WITNESSES:

From The Canadian Industrial Traffic League: Mr. R. E. Gracey, General
Manager; Mr. V. G. Stroud, President; Mr. George Paul, Consultant.
Representing Wabush Mines: Messrs. V. W. Scully, Chairman of
Steel Co. of Canada Ltd.; J. F. Howard, Q.C., Counsel, Wabush Mines;
F. H. Sherman, President of Dominion Foundries and Steel Co.; J. S.
Abdnor, Assistant to President, Pickands, Mather and Co.; A. V.
Harris, Chartered Accountant, Riddell, Stead, Graham and Hutchison.
Mr. Gordon Blair, Counsel for the Government of Saskatchewan.

ROGER DUHAMEL, F.R.S.C.
QUEEN'S PRINTER AND CONTROLLER OF STATIONERY

OTTAWA, 1966
25085—1



STANDING COMMITTEE
ON
TRANSPORT AND COMMUNICATIONS

Chairmqn: Mr. Joseph Macaluso

and

Mr. Allmand, Mr. Howe (Wellington- Mr. Olson,

Mr. Andras Huron), Mr. Pascoe,

Mr. Bell (Saint John- Mr. Jamieson, Mr. Prittie,
Albert), Mr. Langlois Mr. Reid,

Mr. Cantelon, (Chicoutimi), Mrs. Rideout,

Mr. Co6té (Nicolet- Mr. Legault, Mr. Sherman,
Yamaska), Mr. MacEwan, Mr. Southam,

Mr. Deachman, Mr. Mather, Mr. Stafford—(25).

Mr. Groos, Mr. McWilliam,

Mr. Horner (Acadia), Mr. Nowlan,

(Quorum 13)
RS = "Vire
Clerk of the Committee.

' Replaced Mr. Byrne on November 1, 1966.



ORDER OF REFERENCE
TuesDAY, November 1, 1966.

Ordered,—That the name of Mr. Groos be substituted for that of Mr. Byrne
on the Standing Committee on Transport and Communications.

Attest.
LEON-J. RAYMOND,

The Clerk of the House of Commons.
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MINUTES OF PROCEEDINGS

TuEespAY, November 1, 1966.
(53)

The Standing Committee on Transport and Communications met this day at
9.40 o’clock a.m., the Chairman, Mr. Macaluso, presiding.

Members present: Mrs. Rideout and Messrs. Andras, Byrne, Cantelon, Coté
(Nicolet-Yamaska), Deachman, Jamieson, Langlois (Chicoutimi), Macaluso,
MacEwan, Mather, McWilliam, Pascoe, Reid, Southam, Stafford (16).

Also present: Honourable J. W. Pickersgill, Minister of Transport and Mr.
Addison, M.P.

In attendance: From the Canadian Industrial Traffic League: Mr. R. E.
Gracey, General Manager; Mr. V. G. Stroud, President; Mr. George Paul,
consultant.

The Chairman introduced Mr. Gracey and invited him to introduce the
other witnesses and to summarize his brief.

Mr. Gracey gave a short review of the membership of the Canadian
Industrial Traffic League and summarized the CITL brief.

On motion of Mr. Mather, seconded by Mr. Pascoe,

Resolved,—That the brief submitted on behalf of the CITL be printed as an

appendix to this day’s Minutes of Proceedings and Evidence (See Appendix
A-21).

The witnesses were examined.

And the examination of the witnesses being concluded;

It was moved by Mr. Deachman, seconded by Mr. Reid that the Standing
Committee on Transport and Communications recommend that the quorum be
reduced from 13 to 9 during its consideration of Bill C-231.

Mr. Cantelon, seconded by Mr. Jamieson, moved in amendment thereto that
all the words after “reduced” be deleted and the following substituted: “from 13
to 11 during its consideration of Bill C-231.”

After debate, the question being put on the proposed amendment, it was
negatived on the following division: Yeas 6, Nays 7;

And the question being put on the main motion, it was carried on division:
Yeas 9, Nays 4.

At 11.10 o’clock p.m., the meeting adjourned until 3.30 o’clock p.m. this
date.
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AFTERNOON SITTING
(54)

The Standing Committee on Transport and Communications met this day at
3.40 o’clock p.m., the Chairman, Mr. Macaluso, presiding.

Members pfeéent: Messrs. Allmand, Cantelon, C6té (Nicolet-Yamaska),
Deachman, Jamieson, Langlois (Chicoutimi), Legault, Macaluso, Mather,
McWilliam, Pascoe, Reid, Southam, Stafford (14).

Also present: Honourable J. W. Pickersgill, Minister of Transport; Messrs.
Blouin, M.P. and Morison, M.P.

In attendance: Representing Wabush Mines: Messrs. V. W. Scully, Chair-
man of Steel Co. of Canada Ltd.; J. F. Howard, Q.C., Counsel, Wabush Mines; F.
H. Sherman, President of Dominion Foundries and Steel Co.; J. S. Abdnor,
Assistant to President, Pickands, Mather and Co.; A. V. Harris, Chartered
Accountant, Riddell, Stead, Graham and Hutchison.

The Chairman introduced the witnesses and invited Mr. Scully to read his
brief.

On motion of Mr. Langlois (Chicoutimi), seconded by Mr. Mather,

Resolved,—That Appendix A to the Wabush brief be taken as having been
read into the record.

The witnesses were examined.

And the examination of the witnesses being concluded, the Committee
adjourned at 4.40 o’clock p.m. until 8.00 o’clock p.m. this date.

EVENING SITTING
(55)

The Standing Committee met this day at 8.07 o’clock p.m., the Chairman,
Mr. Macaluso, presiding.

Members present: Mr. Allmand, Andras, Cantelon, Jamieson, Langlois
(Chicoutimi), Legault, Macaluso, McWilliam, Pascoe, Prittie, Reid, Southam,
Stafford (13).

Also present: Honourable J. W. Pickersgill, Minister of Transport; Mr.
McLelland, M.P.

In attendance: Mr. Gordon Blair, Counsel for the Government of Saskat-
chewan.

On motion of Mr. Cantelon, seconded by Mr. Southam,

Resolved,—That the brief of the Saskatchewan Government be printed as
an appendix to this day’s Minutes of Proceedings and Evidence (See Appendix
A-22).
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The Chairman introduced the witness, Mr. Blair, and invited him to give a
summary of the brief.

The witness was questioned.
There being no further question, the Chairman thanked the witness.

The meeting adjourned at 9.07 o’clock p.m. until 3.30 o’clock p.m., No-
vember 2, 1966.
RN Virr,

Clerk of the Committee.
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EVIDENCE

(Recorded by Electronic Apparatus)
TuespAY, November 1, 1966.

The CHAIRMAN: Gentlemen we have a quorum. We have with us this
morning representatives from the Canadian Industrial Traffic League. I will ask
Mr. R. E. Gracey, the General Manager of the League, to introduce the other
representatives and to give us a verbal summary of their brief.

Mr. R. E. GRACEY (General Manager, Canadian Industrial Traffic League): I
thought that the Committee might like to know that Mr. Stroud is the president
of our organization. He is presently employed with a large Canadian industrial
concern and has had 40 years’ experience in industrial traffic management.

Mr. Paul, who has recently retired as transportation manager for another
large food concern, had 46 years’ experience in this particular field of transpor-
tation, and for the last two years has acted as a consultant to industry and to
associations.

I worked for 9 or 10 years with a large food concern, and for the past 11
years, I have been general manager of the Canadian Industrial Traffic League.

The league is made up of approximately 1,200 shippers from coast to coast.
There are no carriers in our membership, and these traffic management
personnel act for industrial and commercial concerns.

We made a submission to the Royal Commission on Transportation, and we
appeared before the Standing Committee on Railways, Canals and Telegraph
Lines on Tuesday, March 30, 1965, in connection with Bill No. C-120. We are
pleased to note that a number of the points that we brought forward at that
time have been incorporated in Bill No. C-231. I am sure your Committee will
be pleased to hear of this, Mr. Chairman, because our present brief has been
reduced by that amount. We have, therefore, restricted our brief to a relatively
few points, and we thought we would rather accent these points than to take up
your time with items which are not of major concern to us.

Is it your wish that I paraphrase the report, or read it.

The CHAIRMAN: I think you could paraphrase it, Mr. Gracey. The members
have had the brief for a few weeks.

Mr. GRACEY: On page 1, we describe the organization, and we also state
that individual members of the league, who are the corporate bodies, have the
right to make their own representations in case they differ with this representa-
tion.

On page 2, we deal with the fact that this act, we believe, is for hire
carriers only and not for private carriers, and we wish to say a few words to
accent the fact that Bill No. C-231 will affect for-hire carriers only.

On page 3, we discuss the possibility of unjust discrimination and the
necessity of having an effective appeal board. We sent you a supplement to the
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brief, which is is inserted immediately following page 3, and this supplement
requests clarification of the appeal procedure and a definition of the words
“public interest”.

On page 4, we discuss the rights that for hire trucks have relating to rail
transportation, with particular emphasis on trailers and container movements,
and we state that private trucks should have the same right.

Also on page 4, we notice that the bill proposes to have rate increases
effective on 10 days’ notice. We would like to tell you that commercial and
industrial concerns usually give 30 days’ notice to their customers, and we feel
that this same 30 days should continue for the railways and the carriers.

Pages 5 and 6 deal with captive traffic, to which I understand you are
giving a fair amount of attention. Our position is that this should be left with
the commission rather than becoming built into the act and becoming a part of
the statutes of Canada. We feel there would be too much rigidity if this captive
traffic description were left in the act. We feel that the new transport
commission will have the staff and the experts and that they will be able to
interpret it, and we would be happy to leave this with them.

Mr. Chairman, those are the key points of our submission.
The CHAIRMAN: Thank you, Mr. Gracey.

Mr. GrRACEY: If I cannot answer your questions, we would be pleased to
have questions directed at any of the three of us.

Mr. J. W. PICKERSGILL (Minister of Transport): I would like to apologize to
the Committee and to the witnesses. An unforeseen situation has arisen because
of the Prime Minister’s indisposition, which makes it really imperative—and I
do not want the Committee to think that I consider anything more important
than this Committee, because as far as I am concerned, nothing is—for me to go
to another meeting almost at once—a meeting which is already in progress. I
would, therefore, if the Committee would permit me, like to say that I have
read the brief very carefully, and have listened to the commendably short
exposition of the brief. There are one or two points in it which I feel we will
want to consider very carefully, which may very well lead to my view, as
sponsor of the bill, that there should be some modifications in the bill,
particularly as one or two of them reflect views that we have already been
forming even before the brief was presented. It is a most helpful brief, and I
felt members of the Committee would not object to my saying so.

Please excuse me, gentlemen.
The CHAIRMAN: The meeting is now open for questions. Mr. Jamieson.

Mr. JamriesoN: I wonder if you would be good enough to give us a
rundown, or a general summary, of the type of people who constitute your
membership. You mentioned that you have some 1,200 members across Canada.
Is there a particular group which makes up the bulk of those, sir?

Mr. GRACEY: No, sir. There are approximately 550 firms who are members
and these have maybe one or two members. The members follow roughly the
industrial pattern of Canada. Approximately half of our members are located in
Ontario and are national concerns and smaller concerns. Approximately 25 per
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cent of our members reside in Quebec or the Maritimes. There is only one
province in which we do not have a member and that is Prince Edward Island.

Twenty-five per cent of our membership is in the four western provinces,
but we have in our membership all types of industry. We have department
stores, extractive industries, such as iron ore companies, petroleum industries,
forest products, as well as manufacturing concerns.

Mr. JAMIESON: Is there a substantial amount of usage of truck transport by
your members? Do you have any records, or figures, to indicate just how much
you use various modes of transportation vis-a-vis others?

Mr. GRacEY: This is a difficult question, but we sometimes say, perhaps
loosely, that our members account for 85 per cent of the freight bill in Canada.
The Wheat Board in Canada is not a member, and they have a very substantial
freight bill, therefore they are excluded, but without that I would say our
people pay approximately 85 per cent of freight bills in Canada.

Mr. JAMIESON: Are the western coal producers members of your organiza-
tion?

Mr. GRACEY: No, they are not, sir.

Mr. Jamieson: I ask this in relation to your first page, where you give your
individual members the right to disagree. I am wondering if some of your
members, particularly in heavy commodities, such as iron ore and the like,
would accept your recommendation with regard to the treatment of the captive
shipper question?

Mr. GrRACEY: I feel that we have members who are handling substantial
goods, such as iron ore companies and some of the people in the grain interests,
especially the flour milling companies, and we have had no adverse comments
regarding that.

Mr. JamiesoN: I wonder if you could give us—I suspect the other members
of the Committee are as interested as I am—a little more elaboration on the
part where you say: Leave this question of the captive shippers to the
transportation commission? Do you mean simply in terms of defining what
constitutes a captive shipper, or do you see the commission, in this particular
case, establishing a different rate for all manner of different commodities; in
other words, leaving a fairly broad avenue of approach to the commission by
people who regard themselves as captive shippers?

Mr. GRACEY: Yes, we do. We feel that this is altogether too restrictive. It
defines in one place what the captive rate is going to be, and I think we state in
our submission:

...do not take into consideration some of the most important factors
which have a bearing on freight rates such as type of commodity,
density, value, loading characteristics.

In other words, as we say it in our own committee, sand would take the
same basis as diamonds. This is not essentially fair. There has to be judgment
in the setting of rates. You cannot just set a formula and have it apply to
everything.

Mr. JAMIESON: Among your 1,200 members—and I am sure you must have,
in your perusal of the bill, attempted to assess this—have you been able to
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think of one or more or a large number of your members who might be classed
as captive shippers, or who might regard themselves as captive shippers?

Mr. GRACEY: There are some who might elect to do that, for certain reasons.
It might be beneficial economically.

Mr. JAMIESON: But would it, in your opinion, be economically beneficial
under the terms of clause 336 as presently set up; that is, that portion of the bill
which deals with captive shippers?

Mr. GRACEY: It depends on the commodity, sir. It might be agricultural
chemicals, and he might not wish to; but a chemical firm might wish to. They
might both be chemicals, but one, because the end use is to agriculture, might
have a different outlook than a chemical shipper who is shipping resins, or
something like that, for an industrial purpose.

Mr. JaAmIiEsoN: With the broad spectrum of membership that is involved—
everything from department stores to manufacturers of iron ore, or produc-
ers of iron ore—is your association generally in favour of the basic principle of
this bill, that is, to let the competition of the marketplace be, in most instances,
the determining factor in freight rates?

Mr. GRACEY: This is what we said to the Royal Commission on Transpor-
tation. We believe that the railways should be freed of this restriction. We
believe that there should be more competition. We believe that there should be
room for movement, and not rigidity, such as is envisaged in this act.

Mr. JAMIESON: One last question, Mr. Chairman. In view of that, would you
perhaps see your recommendations with regard to captive shippers as, in fact,
destroying, to some extent at least, this competitive factor? In other words, you
seem to want to give this commission a fairly broad set of powers with regard
to dealing with captive shippers. Do you visualize or can you anticipate, that a
large number of shippers might be coming and looking for individual rates, and,
in fact, putting the onus back on the commission to determine freight rates in a
fairly substantial number of categories of goods?

Mr. GRACEY: From Bill No. C-231, which draws up the requirements of this
commission, we feel that with that background they should be able to adminis-
ter this fairly.

Mr. JAMIESON: You see my point? If this were less specifically and clearly
defined—that is, that the technique for declaring one’s self a captive shipper,
the technique that the commission must apply in determining a rate—if it were
merely left as sort of saving clause and simply having the commission deal with
a wide range of people who might come in and say: “Look I am a captive
shipper,” it seems to me that this could lead to the involvement of the
commission, much more deeply than the bill intends, in the matter of setting
rates.

Mr. GrAceY: Well, sir, we feel that the commission, because they have the
expertise and all the background, will be in the best position of anyone in the
country to judge the validity of any of these approaches which are made to
them for special consideration. Surely they will be, just as the present Board of
Transport Commissioners has built up a background of material—and we have
been very happy with the Board of Transport Commissioners, on the whole, for
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their expertise in this matter. The commission would be the best body to do
this, rather than have them in a straight jacket of rigidity.

Mr. JamIesoN: Except that I think that the general tenour seems to indicate
that there have been others who have taken the same view, that we are really
looking for the best of both worlds. We are saying “Let competition really take
over here,” and then we are saying “but”. I think it is that “but” that is terribly
important in the over-all assessment of the bill.

The CHAIRMAN: Before we continue with further questioning, I would ask
for a motion that we print the brief and the supplement as an appendix to our
Minutes of Evidence and Proceedings today.

Mr. MATHER: I so move.
Mr. PAscok: I second the motion.
Motion agreed to.

Mr. DEACHEMAN: Mr. Chairman, I wonder if the witness can say whether or
not any of the members of his organization are, themselves, captive shippers, in
the sense that they have been unable to negotiate a rate and are prepared to
apply for rates to the commission? Are there such members within the
organization?

Mr. GrRAcEY: We have, in the past two or three years, discussed this, and
some people have indicated that, for economic reasons, they might declare
themselves captive, because they could gain advantages that they would not
have under open rates.

Mr. DEACHMAN: Then by that definition, sir, you are prepared to say that
there are captive shippers, that they do exist in your organization, and that you
know who they are?

Mr. GRACEY: We know the people who might declare themselves as captive
shippers; but from the west coast to the eastern parts of Canada, and vice-ver-
sa, most rates have been able to be negotiated fairly readily.

Mr. DEaAcHMAN: Yes; but you do not deny that, by that definition, it is quite
possible that there are people, even within your own organization, who fit that
definition of a captive shipper?

Mr. GRACEY: There could be.
Mr. DEACHMAN: Thank you very much.

Mr. V. G. STROUD (President, Canadian Industrial Traffic League): May I
say something here? This is in the form of a question to you, sir. Are you
thinking of a captive shipper in our group as someone who would be manufac-
turing large transformers who could not move these transformers from point
“A” to point “B” unless they used a specially equipped railway car to carry, say,
120 tons. That type of person would not be able to move that equipment any
other way.

Mr. DeEacHMAN: No, sir. I am thinking of the shipper who is shipping
general freight or freight that is not extraordinary in any way who finds
himself quite unable to negotiate a rate and for that reason unable to deal with
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the rail carrier, and he decides to go to the commission and ask the commission
to fix the rate as it is set out in section 336, which we discussed many times in
this Committee.

Mr. StrouD: Well, speaking as an industrial traffic manager I could not
visualize any one of our members taking that view. I know I would not take
that view. In other words, you might say we would be considering ourselves
captive traffic to negotiate a lower rate. That is really what you are saying.

The CHAIRMAN: I think Mr. Deachman wants to know if there are any
captive shippers, as defined in the act, within your membership.

Mr. DEAcHMAN: That is right. Are there any as defined in the act within
your membership. You seem to have a difference of opinion between the two
witnesses at this moment as to whether or not they exist within your organiza-
tion. May I read just the opening sentence of section 336 which says:

336. (1) A shipper of goods for which in respect of those goods there
is no alternative, effective and competitive service by a common carrier
other than a rail carrier or carriers or a combination of rail carriers may,
if he is dissatisfied with the rate applicable to the carriage of those goods
after negotiation with a rail carrier for an adjustment of the rate, apply
to the Commission to have the probable range within which a fixed rate
for the carriage of the goods would fall determined by the Commission—

Then it goes on to describe the procedures. My question is simply this: Are
there people within your organization who fit within section 336 as I have read
it.

Mr. STROUD: Yes, we feel that.

Mr. DEACHMAN: You feel that there are, and both of you feel that way that
there are.

Mr. STROUD: Yes.
The CHAIRMAN: Can you name them, Mr. Gracey or Mr. Stroud.

Mr. DEACEMAN: And you know who these would be. I do not ask them to
name them unless they wish to because I think perhaps we are dealing not with
an actual case at the moment but with cases which, certainly, in your opinion,
and in your experience, could arise. Therefore, by the definition in section 336
there are such things as captive shippers; is that correct?

Mr. STrROUD: That is correct.

Mr. CANTELON: I doubt very much if there is any use of me saying anything
because Mr. Deachman has pretty well handled the point which I wanted to
bring out, and that was that there are captive shippers, in your view. This we
have had over and over again. As you probably know, the railways insist that
there are none. But it seems to me, and you have made it quite clear in your
own statement, there are cases where there are captive shippers. There are
places where there is no other way that the person could move his traffic and,
hence, he is captive to the railway. That is all that I wanted to ask and you
have already answered it.

Mr. MAacEwAN: Mr. Chairman, this is with respect to page 3 of the brief
where it mentions the matter of appeal under section 317. I wonder if the
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gentlemen here this morning have with them or could give us an idea of the
wording of the suggested amendment to sections 317(1) in order, as they put it:
“provide a satisfactory safeguard for a shipper or locality.” As it now reads, of
course, it is under sectio n317. It is an act or an omission which prejudicially
affects the public interest. Could you give us any idea of the wording of the
suggested amendment for this section.

Mr. GEORGE PAUL (Consultant, Canadian Industrial Traffic League): I
should answer you, sir, by saying that we would like to see in that section
either public interest defined so that it would include individual shippers or
localities. What we are afraid of under that section is that it may be rather
strictly interpreted and that a shipper who may have a complaint against
unjust discrimination would have to prove that it was prejudicial to the public
interest. He would have to make a prima facie case under the present wording
that it prejudicially affects the public interest. Now, the question is, does
unjust discrimination against a particular shipper or against a particular
locality constitute a prima facie case prejudicially affecting the public interest.
We would like to have that clarified so that there will be no question that an
individual shipper or a locality would have that privilege.

Mr. MACEwAN: I see. Perhaps it could be done in section 317 by way
of making the first part (a) and put in a (b) to the effect that private or public
interest shall include, and so on.

Mr. PAuL: Yes, sir. That would cover our objection, sir.

Mr. MAcEwAN: That is all, Mr. Chairman.

The CHAIRMAN: Mr. Paul, as I understand it, the way the clause is set out
in the bill at the present time is in line with the recommendations of the
MacPherson Royal Commission, where the right of appeal has been purposely
limited to where the broad public interest has been concerned. I gather then
that you disagree with that recommendation of the MacPherson Royal Com-
mission?

Mr. PAuL: No, not all together. I agree with the recommendation except
that I think that the public interest should be either defined or that it will be
clear that a shipper or a group of shippers or a locality who feel that they are
being unjustly discriminated against would have that right of appeal.

The CHAIRMAN: I am looking at it this way. When you get into definitions
that is where you are presented with problems—when the limitations come in.
Do you not feel where the broad public interest is concerned that the commis-
sion itself would be better to judge what is in the public interest, that it would
be more flexible, whereas if you are going by definition then you are really
limiting it more than you may wish to.

Mr. PauL: Well, that may be so, Mr. Chairman, except our members feel a
bit apprehensive about the present wording and would like some kind of
assurance either in the bill or through the commission that these matters of
unjust discrimination against a shipper, individually, shippers’ groups, a locality
or certain areas would have that right of appeal.

The CHAIRMAN: You see what I am getting at. I think you may be asking
for more trouble than is presently within the bill when you start defining, and T
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think that where there is a more general application of the principle you might
be better off. It is just a thought.

Mr. PauL: I was going to suggest where it says “prejudicially affecting the
public interest” we could add “prejudicially affecting shippers or locality.”

The CHAIRMAN: Well, I think that makes it worse. However, that is my
opinion, not yours.

Mr. JAmIeEsoN: May I ask a question on this point. The Canadian Manu-
facturers’ Association had a recommendation for changes in the last line, which
would simply say: may apply to the commission for leave to appeal the act that
is regarded as discriminatory, omission or result, and the commission, if it is
satisfied that a prima facie case has been made, shall grant leave. In other
words, they can appeal first. Is this in line with what you are talking about?

Mr. PauL: I think substantially, yes.

Mr. MATHER: Mr. Chairman, the question I was going to ask has already
been covered by previous members, but I would say that my understanding is,
with regard to captive shippers, that the railways dispute the fact that there is
any such animal. They have never been able to find one and they more or less
say there is none. However, as I understand it, the bill outlines the status of a
captive shipper. Does this organization agree with the general outline of the
legislation with regard to defining the qualities of the captive shipper?

Mr. PauL: Mr. Chairman, I think generally we agree with the definition
of captive shippers. Our main objection to this section of the bill is with
regard to the rigid formula that is prescribed there and the fact that the
formula does not take into consideration certain very important factors in rate
making which, in our opinion, should be subject to judgment and not to a rigid
formula which cannot be changed except by another amendment or act of
parliament. We feel that where there is captive traffic the rate to be fixed
should be left with the commission which would have all the relative material
necessary to form a sound judgment as to the fixing of the rate.

Mr. PAscoE: Mr. Chairman, the witness has said that they represent 1200
shippers coast to coast across Canada. Do you have any idea what proportion of
that shipment is by rail and what by other sources, or is it all by rail?

Mr. GRACEY: Oh, no, Mr. Pascoe, our members as I mentioned earlier,
account for approximately 85 per cent of the nation’s freight bill; therefore, it is
85 per cent of the truck bill and 85 per cent of the rail bill.

Mr. PAscoE: So this brief would represent pretty well the views of truckers
too.

Mr. GRACEY: It reflects the views of our members regarding truck transpor-
tation as well as rail transportation.

Mr. PAscoE: In that regard, I think you said that one quarter of your
membership was in the western provinces.

Mr. GRACEY: Yes.

Mr. Pascok: In regard to the proposed elimination of the bridge subsidies
for long hauls across northern Ontario, have you had any objections to that
from your western members?
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Mr. GrRACEY: There was no substantial objection to this from our western
members.

Mr. PAscoE: What effect would it have on long-haul shipments to eliminate
that? Do you think that it would increase the freight rates for that east-west
haul?

Mr. GRACEY: Many of the goods now travelling, as you know, sir, do not
benefit from the bridge subsidy, and it is becoming less and less of a factor—
although it is a fixed sum of money. $7 million or something like that is given.
But there are fewer and fewer commodities, for instance agreed charge
movements do not qualify, nor do competitive rates qualify. Undoubtedly, if
that is removed, the rates will likely go up on that particular section of the
business.

Mr. PascoE: Just one more question, Mr. Chairman. On the back of this
presentation it gives a “Transportation Policy for Canada” and in this state-
ment, “Rate Making and Publication” it says:

“Shippers and carriers should be free to negotiate rates, terms and
conditions subject to the observance of regulations,” etc.

Then they say:

“all tariffs of rates, terms and conditions for common carriage should
be made available.”

Do you mean that all should have, for instance, agreed charges? Should
that be made public to all shippers?

Mr. GRACEY: Yes, they could be made available to all shippers.
Mr. PAscoE: You have no objection to that?

Mr. GRACEY: No. They are right now, as you know, sir.

Mr. PascoE: Thank you, that is all.

Mr. BYRNE: Mr. Gracey, in an endeavour to clarify the scope of this bill you
have asked for an amendment to section 3 (d) in which you would add “for hire
or reward”. I am wondering if it would not clarify the act simply to say “for
hire”. When you add “reward”, there must be some gain in the movement of
goods for someone one way or another. Would it not be better just simply to
say ‘“for hire”.

Mr. GracEY: We would be very happy with that.

Mr. BYRNE: Does your organization, Mr. Gracey, represent the Western
Coal Operators’ Association?

Mr. GRACEY: No. I was asked that question and we said no, but I might add
we would be pleased to have them as members.

Mr. BYRNE: You have already answered that question, I am sorry.

Mr. GRACEY: Yes, we had answered that question, and I forgot to say that
they would be eligible for membership and we would be glad to have them with
us.

Mr. ByrNE: Do you have in your organization shippers with a volume of
one or two million tons movement annually?
25085—2
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Mr. GRACEY: I cannot give the actual tonnage but if you are speaking of
large companies like steel companies, if they are in that tonnage range, the
answer is yes.

Mr. BYRNE: The Western Coal Operators were here yesterday and they told
the committee—and many of us were aware of this before they appeared—that
they expect to be shipping anywhere from one million tons, which is the present
shipments to the Pacific coast, up to three million tons. They have a market
which has a set figure—that is, a set price. Do you believe it would be beneficial
to them for the government of Canada to legislate a rate for such a shipment,
having regard to the fact that they have said they are captive shippers?

Mr. GRACEY: I cannot speak for them because they are not members of our
organization. In a situation like that we have asked that the formation of a
captive rate be left with the commission because we feel that they would be
able to assess all of the facts. There are many, many facts in such a tremendous
movement such as overseas markets, dockage charges, and things like that that
have to come in. Transportation is but one part of the whole movement of the
goods from the coal mine to its ultimate destination. In the submission, all of
these factors have to be considered, I would submit.

Mr. BYRNE: Is that not what is anticipated in section 3367

Mr. Gracey: If the rates are then rigid by statute that is all you could use.
You could not use any judgment on these other factors. You would just be tied
to the one formula. You would not be able to allow for unit trains. If you had
a group of a hundred cars it would take the same rate as for one car in the
captive rates—and yet there are benefits accruing surely to the carriers if they
pull a hundred cars of the same commodity at the same time. Unfortunately,
under the formula, a man with one car of coal would get the same captive rate
as a man shipping a hundred train car.

Mr. BYRNE: They would have to be declared a captive shipper, though?
Mr. GRACEY: Yes, exactly, sir.

Mr. ByYRNE: But these being what they are today, do you not think that
negotiations between the two parties would probably bring about a better and
somewhat more flexible arrangement?

Mr. GRACEY: I think that these two gentlemen have been doing this now for
forty years, by negotiating with the carriers on problems such as this, on
volume problems, on market problems, and on these different considerations.
These men have not been tied in the past to rigidity of this nature.

Mr. BYRNE: You feel then that section 336 is too rigid?

Mr. GRACEY: It is too rigid, especially when it becomes statute. Times are
chaging; technological changes are coming so rapidly now in transportation that
this formula may be out of date now. It very likely will be out of date in two or
three years, and then you would have to come before parliament and say we
have got to change the formula and this requires an amendment to the act.

Mr. BYRNE: Is there any likelihood that some of your larger shippers, such
as a steel company, would be affected in any way by section 336?
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Mr. GRACEY: We feel that they would be better off if section 336 was
transferred to the commission.

Mr. BYRNE: Entirely.
Mr. GRACEY: Yes, the fixing of the rate with the commission.

Mr. JAMIESON: I have a supplementary question, sir. I want to understand
clearly, and I expect the other members do, just exactly what you mean by
transferring section 336. You are still, I gather, holding to the view as expressed
in the bill that a man must ask to be a captive shipper even under your
proposal. Is that right? In other words, you are not suggesting that the
commission should go out hither and yon and say, you, in effect, are a captive
shipper?

Mr. GRACEY: No. He would have to appeal and declare himself a captive
shipper and say, I want a rate.

Mr. JamieEsoN: Then the second point is that the commission would then
have to decide whether he was, in fact, a captive shipper. The decision as to
whether he was would still be one for the commission to decide. Is this right?

Mr. GRACEY: That is right.

Mr. JAMIESON: The commission might well say that you have no grounds on
which to declare that you are a captive shipper, that you have been able to
negotiate a rate and we feel that the rate is reasonable. In other words, the
commission would still retain the power not to set the rate even if a man asked
to be a captive shipper?

Mr. GRACEY: If he declared himself a captive shipper, and was so defined
under the legislation that may stem from this bill—

Mr. JamiesoN: But by suggesting that the commission take over the
functions of section 336 are you not leaving the definition to the commission?
This is what I mean. This bill says that he must have no other mode of
transport and that he must not be in a position to negotiate a rate. When that
situation prevails, then he has to be declared a captive shipper. Now, what I am
asking you is, should the commission then, in your view, be able to decide
whether, in fact, he has made a case for being a captive shipper?

Mr. GRACEY: Yes, that is right.

Mr. JAMIESON: And they could say, well, you do not really qualify.
Mr. GRACEY: That is right.

Mr. JAMIESON: I think, one of the things that perhaps was not emphasized
in the earlier discussion on whether you had captive shipper members or not, is
the phrase in the bill that says you must not be able to negotiate a rate. Now,
the railway position is, and has been before this Committee, that there is
scarcely anyone in the country who has not, in fact, been able to negotiate a
rate. This is why I am asking whether or not you would have any captive
shippers under those circumstances. To put it another way, do you agree with
the railway that there are shippers of large tonnages who cannot negotiate a
rate?
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Mr. GRACEY: But it says I think, in section 336 in line 18:

“If he is dissatisfied with the rate applicable to the carriage of those
goods.”

So he may have been able to negotiate a rate, and the carrier says, yes, I have
negotiated a rate with him. But the shipper says he is not happy with this and
surely it is under this provision that he could come and say, I am declaring
myself a captive shipper.

Mr. JAMIESON: Invariably, I would suggest most shippers are not going to
be happy. In other words, if they can get a lower rate, or if there is any hope
that they can get one by declaring themselves captive shippers, they will do it.
But the argument of the railway companies and of other witnesses has been
that in the case of big bulk commodities in particular, where there is no
competitive mode available, that the rate, in fact, now in existence is so much
below what the commission would be likely to put into effect, even if there
were no formula, that they have, in fact, a good deal of bargaining power even
though they are in your terms, if you like, at the mercy of the railway, that this
clause would not be of any use to them.

Mr. GRACEY: We have found on this point that the railways themselves now
issue rates that are lower than this proposed formula, and that a man would be
silly, therefore, to call himself captive.

Mr. Jamieson: Well, that is exactly the point.

Mr. GRACEY: The only trouble is that if this comes in, what is to protect a
man from his rates going up? The railways will be given more freedom of rates,
and perhaps these very low ones will not remain in effect.

Mr. JAMIESON: But on the other hand, sir, may I ask you if you have any
concern at all that if this man declares himself to be a captive shipper, in that
act of declaration he, in a sense, is throwing himself on the mercy of the
commission and he is suggesting that he will accept the rate the commission
sets.

Now, let us assume that we follow the course that you are recommending
and say, we are going to leave the commission wide open to deal with this
matter. There is no formula; there is none of this variable cost plus 150 per
cent—none of this—and we will let the commission decide what is fair. The
man has already said that he will accept what the commission recommends.
Suppose the commission comes in and says—just taking two figures—the rate
was $2.45 but really it should be $3.50 In other words, I cannot imagine a major
shipper shipping hundreds of thousands of tons, or even a smaller quantity,
wanting this kind of freedom given to the transportation commission, par-
ticularly when he is working on a negotiated rate now. It would seem to me
that it would be a worrisome thing to have to go to the commission and say,
yes, we will accept your views. And what about if the railway makes a case for
showing that the rate they are now charging is too low, because this kind of
submission suggests that the other side has to be heard.

So what you are saying really, I suggest—and it may be the wise course; I
am not arguing that at the moment—is that instead of the bill spelling out the
ceiling beyond which a rate cannot go under a formula—whether this formula is
right or not is beside the point—the commission should have this power, and
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that there is no real ceiling in effect other than the good judgment of the
commission, and the capacities of the railways and the captive shipper to argue
it out in front of them. Am I interpreting that correctly.

Mr. GRACEY: That is the interpretation, and perhaps we have naively
assumed that the new commission will be able to protect the interests of the
shippers. We feel, as I mentioned earlier, that the Board of Transport Com-
missioners has, in the past ten years, done this substantially.

Mr. JAMIESON: One of the responsibilities of the commission is to protect
the public interest, and one of the interests that the public has is to ensure that
they do not have to put out large subsidies to the railway. So it certainly is not
going to be the job of the commission, or their likely approach to things, to
invariably come down on the side of the shipper who declares himself to be
captive.

If too many shippers did that, and suddenly the railways said, we can no
longer function, we want the subsidies back in again, then we are back in this
whole question of whose interest is being protected or, conversely, whose ox is
getting gored.

Mrs. RipEOUT: Mr. Gracey, I notice you said that you have knowledge of
the Atlantic provinces except Prince Edward Island. I just wanted to get your
feeling on the particular problems presented by the Canadian National Railways
in their brief regarding the reorganization of their less than carload and express
services. I believe the service is called express-freight. It is new and it is only"
being tried out in the Maritimes. Canadian National have requested an amend-
ment to the bill—they recommend that section 335 should be amended to
remove less than carload freight rates—in order to continue what they call a
new and improved service. I am not too sure that it is an improved service.
They are probably just getting some of the wrinkles ironed out right now.
They certainly have their problems. Have you had any reaction to this service?
What would your impression be of lifting this freeze to accommodate the CNR?

Mr. GRACEY: Mrs. Rideout, we have heard from our members slightly, but
not too much, as to the efficiency of this service. I might add that we are very
pleased that carriers such as the CNR are trying to do something about the
small shipment problem because this is one that is distressing not only in the
maritime provinces but throughout the whole nation.

Many things have to be done to ease this problem of small shipments
because our economy is being geared more to instant service and a variety of
goods. We feel that if there are problems, as you indicate—and there may be
bugs at first—other carriers have done the same thing on the Pacific coast, and
we heard a great many complaints about those at first. It was called merchan-
dise service. But now those complaints are gradually dropping off as the carrier
takes corrective action.

As to the level of rates on LCL unfortunately we have not discussed this
particular feature, and I am not qualified, nor is our committee qualified, to say
anything about it today.

Mrs. RipeouT: I would expect that you would be interested in a small
carrier. I understand you have a variety of interests in your organization and
they would, I would expect, cover quite a large group. I suppose you are in



2194 TRANSPORT AND COMMUNICATIONS November 1, 1966

frequent contact with the Maritime Transportation Commission. Do you know if
they have expressed any concern over these suggested amendments by the
Canadian National Railways so far as lifting the freeze is concerned?

Mr. GRACEY: Unfortunately, I have not been in communication with them
recently, but we do work closely with them.

Mrs. RimpEouT: Yes. I just wanted it to be on the record that I am
concerned.

Mr. PAscoE: Mr. Chairman, this is a sort of follow up to a previous brief. In
this outline of transportation policy for Canada it says that the League firmly
believes in the principle of free private enterprise in the transportation
industry. Then it goes on to say: “Government ownership of transportation
equipment and facilities should be limited to those instances relating to national
development and pioneering where private enterprise cannot serve because of
high initial and development costs.”

Have you anything specific in mind in regard to national development and
pioneering that the government should take over?

Mr. GRACEY: Yes, Mr. Pascoe; back on March 30, 1965, the then committee
asked us about this. They said, more or less, ‘“You are sort of asking for your
cake and eating it, because you want the government to go in and do the
pioneering and once they have opened up the country then you want it turned
over to private enterprise to make a profit on it.” This is a rather difficult
question to answer.

An hon. MEMBER: It is a good question.

Mr. GRACEY: It was a good question. But this has been the dispute. Can it?
Canada has been developed by the government going in first, opening up the
territory and, say, putting through a railway line. Once they develop a town then
a local carter or trucker takes on the role of the local distribution. This is what
we wanted to have. There is no private enterprise who has the money to go in to
develop the north, even as 60 or 70 years ago there was nobody who could
develop the west without government help. But once the country is established
we would like to see this revert to private enterprise as soon as possible.

Mr. PascoE: I have just one more question along that line, Mr. Chairman.
In this policy statement it says: “Charges for government facilities: Whenever
practicable, the costs of building, operating and maintaining any transportation
facility provided by government should be met by fair and equitable charges
paid by those benefiting from such facilities, except as provided under the
previous item of this policy.” I am thinking now of highways and trucks,
particularly, where the government builds the highways. Do you think the
trucks are paying for that facility—for their proportion of it?

Mr. GRACEY: It is a difficult question. I know that, a week from Thursday,
you w}ll have somebody who will say “Yes”. When I drive my car I feel that I
am doing my fair share, and, therefore, they must assume the same thing.

Mr. PAscoE: I am going to ask this question when the truckers come here,
anyway.

Mr. MAT‘HER: Mr. Chairman, the witness made reference a little while ago to
the very rapid technological changes in shipping and transportation. In the bill
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there is reference to pipe line transport of commodities. I wonder if this organi-
zation has any views on the coming ‘about of more shipment, through pipe lines,
of bulk commodities, and, if so, do you have a policy on this and would you care
to comment on this development?

Mr. GRACEY: Well, sir, it is a fairly new development and we are watching
it very carefully.

At our last annual meeting we had a speaker come to us from Alberta to tell
us about it. I think, at that time, the first plug had gone through 108 miles on a
trial run, and that is all there was. However there are many other technological
developments besides this, which are affecting things such as the container,
which is an improvement over the piggy back.

Our friends to the south are developing all kinds of new equipment. We
came across one that is being developed, which is very interesting, where they
put eight of these containers on a railway car. When you listen to the railways
speak of their earnings for containers or piggy back cars, particularly container
cars compared to the ordinary box car, there are earning potentials there which
are tremendous; and these earning potentials may out-date even our captive
traffic definition. We have had people come to us from the United States and say
that it is possible now to have container traffic move from New York to Los
Angeles at the rate of 50 cents per 100 pounds in containers, unit trains.

When they come up with this kind of reduction it certainly indicates to us
that any rigidity in trying to set up a formula today is going to be very
dangerous for the future, especially if the only way we can change this formula
is by an act of Parliament.

Mr. MATHER: You would feel, then, that the prospects of technological
change and the effects of that change on transportation and shipping would
underline your contention that the commission itself should have a judgment in
the matter?

Mr. GRACEY: Yes; With the expertise they will have they will be kept up to
date on these things, such as container ships coming into the ports; with ships
turning around in six hours, instead of two or three days, the cost of transporting
on ships is going to be reduced tremendously.

Mr. MATHER: It would be difficult for the House of Commons to draft
legislation in detail, even in the committee, which would meet every develop-
ment which is coming about, and in this case, this is so. Your contention is that
there should be quite a judgment being left to the commission?

Mr. GRACEY: Yes, exactly.

Mr. Rem: Mr. Chairman, I would like to ask the witness about the
comments in their brief on clause 52, section 333(2) concerning their recom-
mendations that the price lists be changed. My understanding is that this
section was put in to allow the railways to compete with the trucking industry
which had much more leeway in setting its rates. Is it true that the trucking
industry does have much more flexibility in setting rates?

Mr. GRACEY: To a certain degree they do have more flexibility, but in the
province of Quebec they cannot raise a rate except on 30 days’ notice; in the
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province of Ontario they cannot set a rate, or file a rate, except on 30 days'
notice.

I am not sure about all the provinces but I know that in the province of
Alberta they do not have to do this, because there is no regulation and no filing
there. It may also be so, but I cannot speak with knowledge, in British
Columbia, Saskatchewan and Manitoba, but those provinces all have certain.
regulations.

Mr. REID: Yes; but here we are dealing with interprovincial traffic which is
regulated by the federal government, and at the present time I understand that
the trucking industry can change its rates with a ten days’ notice. This would
apply to traffic moving from, say, Alberta to Manitoba or from Manitoba to
Ontario, where the rates are regulated by the Board of Transport Commis-
sioners.

Mr. StrOUD: I think you have to consider whether you are speaking of a
rate increase, or a reduction, if you are talking about the railways competing
with truckers. Normally it would be a reduction that they would be seeking,
and a reduction, even today, can be effected within three days.

The railways have another method where they file what they call a “rate
notice”, which can be effective the same minute. I could pick up the telephone
and call the railroads and they will put a rate notice out for a certain rate,
right on the telephone.

Mr. REID: Yes; this is what I was trying to get at, because we have been
told that the railways were boxed in by the present 30 days’ notice and that
they were unable to be as flexible as the truckers when it came to making
adjustments in their rates to take into consideration competition from other
modes of transportation.

Mr. STROUD: This is only for an advance in rates.
Mr. REID: This is only for an advance in rates?
Mr. STROUD: Yes.

Mr. Reip: But, of course, this is usually what they are looking for, anyway,
and not particularly reductions.

Mr. GrAcEY: I think, sir, it says in Clause 52(2): “Unless otherwise ordered
by the Commission, when any freight tariff advances any toll previously
authorized to be charged under this Act, the company shall in like manner file
and publish such tariff at least ten days before its effective date.” Therefore, it
is advances, and we suggest that the 10 days should read 30 days, which is more
in line with commercial practice.

If an industrial company is planning to increase its rates or charges for its
product, they generally tell their salesmen and the salesmen go around and say:
“Look, the rates are going up on December 1; if you want to order now, you get
in your stock.” In this way they give the man 30 days’ notice. This is common
practice. We say that we would like to have the 10 days amended to 30 days so
that we could adjust, in case we have to change our price due to an increase in
freight rates.

Mr. REID: Your testimony is that in most provinces, at least in Ontario and
Quebec, 30 days is demanded by the province?
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Mr. GRACEY: That is right.

Mr. SouTHAM: Mr. Chairman, I had only a couple of questions, and one of
them concerned the problem of captive shippers, which has been pretty well
covered this morning.

The other thought is a follow-up of the subject touched on by Mr. Mather,
and Mr. Gracey has made reference to it several times this morning. It concerns
the rigidity of the act with particular reference to the technological changes in
transportation as they come about. As an expression of this concern, I was
wondering if Mr. Gracey would like to suggest that we have a clause added to
this bill, an amendment to it, whereby a similar clause could be inserted as in
the Bank Act, where the bill itself, or the law, could be revised on a periodic
basis, every five or ten years, or something like this, to show a feeling for the
preservation of the industry, and as an indication of goodwill to the industries
and public who are using transportation? I am thinking of the Bank Act. We
have to revise it periodically.

Mr. GRACEY: I do not think we would be happy with that. This is maybe a
halfway measure. As I understand it, sir, you would leave the formula in the act
and then it would be up for review in a certain period of time, every two or five
years?

Mr. SouTHAM: Yes; or just a general clause, Mr. Chairman, in the bill itself
suggesting that the act will be kept modern and up to date and abreast of the
technical changes which we can anticipate.

I can agree with you that in this day and age we cannot anticipate what is
going to be the situation five years from now. Instead of having to make strong
representations, and bring pressure to bear on governments to open up the act,
have it reviewed periodically, the same as the Bank Act. This is just a sug-
gestion that might give a little consolation to those who do express some
doubts about the technological changes and problems which might arise.

Mr. GRACEY: It would bear largely on the period of time that you selected,
because even in a year changes can come about, at the rate we are going
nowadays.

Mr. SoutHAM: I just thought I would like to have your advice on it, because
you say you represent 85 per cent of the shippers of Canada, and they are
actually going to be the people concerned with this legislation.

Mr. GRACEY: We would be happier leaving it with the commission and
letting them review it day by day or case by case as they discuss the matter.
Then they would keep the matter quite fluid. Of course, they get direction from
the government, too.

Mr. SouTHAM: My suggestion proposed a secondary safeguard. You would
have the commission, and there would be no interference with that, and there is
the act itself. We will do our best, as a committee, and Parliament, I am sure
will do its best, as a forum, to make the best legislation we can, but we cannot
foresee, or prophesy, what might be the case five years from now. I like the
principle that is involved in the Bank Act, where it is automatically reviewed
every ten years. I just wondered if this extra safeguard would be of some
consolation to the shipping industry.
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Mr. STROUD: Sir, we have had such a terrific experience with a government
agency such as the Board of Transport Commissioners—it has been so good for
all the shipping public of Canada—that if a similar type of commission is placed
in charge of this bill we would be very, very happy. It may be wrong for us to
take this attitude, but we have had such success—and I think the carriers and
the railways have been reasonably satisfied with the Board of Transport
Commissioners—that is why we are so prepared to leave it to this commission.
Does this open the picture of your view?

Mr. SoutHAM: I was aware of your view in that respect and I think this is
pretty well the view of most people. I was putting forward this extra thought
here, following along the doubts, expressed by Mr. Gracey, of a certain rigidity,
that, this being the case, the matter could be reviewed. He mentioned several
times in his answers this morning that they might have to come back to
Parliament, and so on. I just wondered if you thought that there should be a
time limit written into the act itself so that we would come back to review it. It
would have nothing to do with the principle of the bill itself.

It is just a suggestion, and I thought I would like to have your comments
on it.

Mr. BYRNE: My one question has been more of less covered by Mr.
Southam. During these committee hearings we have heard suggestions from
witnesses, and from members of the committee, that there appeared to be an
affinity between the Board of Transport Commissioners and the railways; that is
that they had become oriented toward the railways because of the long
association with the railways, rather than being oriented toward the shipper.
Would you like to comment on that?

Mr. GraceEy: Mr. Byrne, we have not won every case before the board, but
every case that we have had we have felt that we were very fairly treated. We
cannot expect to win every one.

If the railways have had a long affinity with the Board of Transport
Commissioners, our affinity at the least goes back to 1916, which pre-dates the
present term. It was called another name at that previous time.

Mr. BYRNE: In your opinion, then, there is really no substance to this
charge?

Mr. GRACEY: I do not think so; any more than they could say it is a
shippers’ organization, or shippers-oriented, because we seem to win a fair
number of considerations.

The CHAIRMAN: Gentlemen, that seems to be the end of the questioning.

I want to thank Mr. Gracey, Mr. Stroud and. ..

Do you have a question Mr. Stafford?

Mr. STAFFORD: Mr. Gracey, do the trucking companies at the present time
need any permission to raise their rates?

Mr. GRACEY: Yes, sir.

Mr. STAFrForD: Would you just explain that. I am not familiar with this.
How do they do it?
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Mr. GRACEY: At the present time, in the case of the rates, say, between
Ontario—and that includes St. Thomas—and Quebec, the carriers operating
between the two provinces have a group called the Canadian Transport Tariff
Bureau Association. They filed for an increase of 10 per cent, to be effective
November 7th. They have approached the Quebec Transportation Board which
hears such cases. They filed their tariff 30 days before requesting an increase.
They filed it October 7th, say. The Canadian Industrial Traffic League and other
associations requested a hearing on this matter of the increase, to make sure
that the carriers justified this increase. I think it was a week ago Monday that
the hearing was held at the Quebec Transportation Board, and no decision has
been brought down yet whether the rates will go into effect or not on November
Tth, nor their extent.

The carriers made, I believe, 11 different statistical submissions, and they
had to support them before the Quebec Transportation Board. These witnesses
were subject to cross-examination by the League and other people.

Mr. STAFFORD: That is traffic from Ontario to Quebec. What about Ontario
traffic alone?

Mr. GRACEY: Within Ontario traffic the Ontario Highway Transport Board
only requires the carriers to file their tariffs. There is no hearing; there is no
regulation of truck rates. Shippers can go before the Canadian Transport Tariff
Bureau Association and appeal the level of these rates, but there is no
government intervention.

Mr. STAFFORD: Is there any government intervention other than between
Ontario and Quebec?

Mr. GRACEY: I believe that in British Columbia the Public Utilities Com-
mission regulates rates. In Saskatchwan there is a level of rates set by a
provincial body and, I believe, in Winnipeg there is a group covering the
province of Manitoba.

Mr. STAFFORD: You have mentioned already Quebec, British Columbia and
Saskatchewan. How about the other seven provinces. Can they raise their rates
at will?

Mr. GRACEY: In the province of Alberta they can; I know that. Or, they can
lower them at will; that is, the truckers, but I am not familiar with the other
jurisdictions.

Mr. PAUuL: Mr. Chairman, may I further clarify the point brought up by the
member and, that is, aside altogether from regulatory bodies a lot of industries
have their own agreements with carriers like trucking carriers. In these
agreements they provide for 30 days notice for increases usually, so that while
the rates are not regulated, there is an agreement between the carrier and the
shipper which requires 30 days notice.

Mr. STAFFORD: Say, in moving furniture, which is a point I am not familiar
with, from Montreal to Vancouver, the trucking firms could increase their rates.

Mr. GRACEY: Not from Montreal to Vancouver.
Mr. STAFFORD: From Montreal to Edmonton, then.

Mr. GRACEY: No. All the rates in and out of Quebec are governed by the
Quebec Transportation Board.
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Mr. STAFFORD: Even though they are paid by someone in another province.
Mr. GRACEY: Yes, sir.

Mr. STAFFORD: I thought your first answer was that it was probably just if
payment was to take place by companies in Quebec. So that works both in and
out does it?

Mr. GRACEY: Yes, sir.

Mr. STAFFORD: Then, would you think that the railways should be bound by
say the same restrictions in Canada today as the trucking industry?

Mr. GRACEY: Our policy for Canada, which we set in 1965, states under rate
control, “except for captive traffic, the regulation of rates by a government
agency should be discouraged”. In other words, we will let the market place set
the level of rates.

Mr. STAFFORD: Actually we heard from Mr. Sinclair and others, and, also,
Mr. Gordon of the CNR; and they could not name any captive traffic at all. I am
not asking you to name any names but do you feel that you can name
examples—without asking you naturally because I realize your customers
would not think much of you if you brought their name out in public; but you
actually feel that you can name companies which you are aware of at the
present time who would fall under the definition, do you.

Mr. GRACEY: Yes, sir.

Mr. STaFrFoRrD: The railways have also informed us that they could not
operate any cheaper than the formula sets out here—the variable cost plus the
150 per cent; it is impossible. They have examples they could name us but they
did not where variable costs plus 300 per cent made the shipper very happy.
Would you agree that they could ship cheaper than that; do you think they
could? I am talking about clause 336.

Mr. GRACEY: It depends on the commodity. There are cases of commodities
now moving lower than the proposed captive traffic formula.

Mr. STAFFORD: Yes, that is right. But, if they were, there would be no need
to apply, would there?

Mr. GrACEY: No, but if legislation stemming from this bill comes through
an.d‘ the railways are given freedom there will be nothing to stop them from
raising these fairly low rates at the present time.

Mr. STAFFORD: I am not criticising your answer in any way but, if you had
heard the questions of certain members of this Committee, who are absent
today, you would realize that they want all sorts of checks and balances on this
new commission which is to be set up; for instance a competitive cost account-
ing department as check on the commission even with this formula. Of course,
maybe by the questions here today, with certain members absent, it is different
but, do you feel that there should be no formula at all? '

Mr. GRACEY: There would be a formula which would be established by the
commission.

. Mr. STAFFORD: I think it was the Canadian Manufacturers’ Association—I
think their representatives who were here said that the railways have the best
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cost accounting people in the world. I think they put it that way, and because of
that then there would be every indication that any rate they set would be a
very fair rate. Do you agree with that?

The CHAIRMAN: Please go to the next question which the witnesses will be
prepared to answer, Mr. Stafford.

Mr. STAFFORD: That is all.

The CHAIRMAN: If it is the end of the questioning we would like to thank
Mr. Gracey, Mr. Stroud and Mr. Paul for the fine presentation of their precise
brief and the answers they have given to us. Thank you very much, gentlemen.

Before we adjourn until this afternoon I would like to bring to the
attention of the Committee that there is a very short brief which will be
presented this afternoon at 3.30, if it is possible. It is only a three page brief on
one minor item by Wabush Mines. The witnesses will be the Chairman of the
board of the Steel Company of Canada, and Mr. V. W. Scully; Mr. Frank
Sherman, Jr., the President of Dominion Foundries and Steel Company. I would
ask all members to be here promptly. Would they leave the house at 3.30 so
that we can get these gentlemen on their way. It is only a short three page
brief. This evening we will have the government of Saskatchewan brief which
will not be too long.

There were a number of members who were asking about reducing the
quorum. The quorum right now is 13. I just wanted to throw this out to the
Committee for a short discussion. Do you feel that it is necessary that it should
be reduced?

Mr. DEACHMAN: Mr. Chairman, I think the Committee would function
better with a lower quorum. I note that throughout all these hearings we could
have got underway anywhere from 10 minutes to half an hour earlier had we
reduced the quorum to nine. After checking it day by day I believe we would
operate ever so much more efficiently if—it is true that it might be valuable to
this Committee to have more on hand when motions are being taken but I
think, as we know, when motions come before the Committee, the Committee
automatically re-inforces itself. For the taking of evidence I think we can get
under way faster and work more efficiently, so I am going to make a motion
now that during consideration of this bill the quorum be reduced to nine.

Mr. REID: I second the motion.

The CHAIRMAN: It is moved by Mr. Deachman and seconded by Mr. Reid
that the quorum be reduced to nine. Is there any other discussion on it?

Mrs. RipEoUuT: What about during the clause by clause discussion.

Mr. DEACHMAN: During consideration of this bill. When we come to motions
this is something else.

Mr. SoutHAM: Mr. Chairman, I agree with, Mr. Deachman on part of this
matter but, on the other hand, would we, as a Committee, not leave ourselves
open to certain criticism on the part of the general public in considering such an
important bill with a small quorum and in view of the fact that we have just
recently in the house reduced our membership on the standing committees to
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some extent. I feel that we are getting down to a pretty small representation if
we try to discuss intelligently some of the witnesses’ briefs with just nine
members present. It is just a thought. I am just wondering if this is such a—

The CHAIRMAN: The Chair agrees with you, Mr. Southam. This has been my
contention, and I tell you quite frankly, and I said it to those who have put it to
me—I speak strictly as a member of the Committee here—that this bill is of
national importance and I am one who is opposed to reducing the quorum. I
only put it forward because there have been some comments. I think out of 25
members 13 is sufficient and I think the members of this Committee realize the
importance of this bill and should make it a point to be here on time when the
briefs are being presented. Those are my comments. Are there any other
comments.

Mr. RE1D: Mr. Chairman, I think the answer to some of this criticism is that
although we now have reduced the number of people on committees the fact is
that we have many more committees. In my particular case I am on three active
committees, and it is not always possible for me to be along with other members
at this Committee meeting when something which, perhaps, is more important
to my particular constituency is discussed in another committee.

The CHAIRMAN: Mr. Reid, the answer to your question is that the legislation
before this Committee is perhaps the most important legislation which has been
before a committee in a long, long time. It is not dealing with inquisitions,
perhaps, if I may use that term, but with government legislation which is of
far-reaching national importance. Because of its urgency, I would suggest that
the members of this Committee, as we have stated, many times should give it
priority. This Committee takes, as far as many of us are concerned, precedence
over many other committees, until this bill is dealt with. There are priorities
and priorities.

Mr. StArFFOrD: Mr. Chairman, I was a captive member of the Public
Accounts Committee this morning for about half an hour and you could not
tell that to Tom Lefebvre. When you are a member of all of these committees
and other chairmen phone you and say: “If we do not get a quorum in the next
five minutes we will have to adjourn,” what are you suppposed to do when you
hear the pleading cries?

The CHAIRMAN: I leave that to the consciences of the members of this
Committee who are dealing with the legislation before it.

Mr. CANTELON: I would like to move an amendment that the number be 11.
The CHAIRMAN: is there a seconder for the amendment?

Mr. DEACHMAN: Mr. Cantelon, would you settle for ten?

Mr. CANTELON: What is the difference?

Mr. DEAcHMAN: I will go along with you if you will settle for ten.

The CrHAIRMAN: The amendment is moved by Mr. Cantelon, that the
quorum be 11. Is there a seconder? The motion is seconded by Mr. Jamieson.
Is there any comment on the motion and the amendment?

Mr. PascoE: Do we have to ask the approval of the house before reducing
the quorum?
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The CHAIRMAN: We will have to bring it to the house once the Committee
reaches a decision.

I will then put the question.

The motion was moved by Mr. Deachman, seconded by Mr. Reid, that the
quorum be reduced to nine; amendment moved by Mr. Cantelon, seconded by
Mr. Jamieson, that the quorum be made 11. All those in favour of the amend-
ment please raise your hands. Amendment negatived.

An hon. MEMBER: Question.

The CHAIRMAN: I think it would be best to hold this motion until we have a
full Committee this afternoon, if the mover will allow the Chair to exercise
discretion in this matter.

Mr. Pascoge: Mr. Chairman, does it have to have unanimous approval in the
house?

The CHAIRMAN: Oh, yes.
Mr. Pascok: Well, we can oppose it there then.

The CHAIRMAN: That is why I wanted to discuss this matter with Mr.
Deachman.

Mr. PascoeE: We will certainly oppose it in the house.

The CHAIRMAN: That is why I see no reason to put a motion through that
will not go through the house, Mr. Deachman. I would ask you. Mr. Deachman,
to reconsider your motion in the light of what might happen in the house. This
will require unanimous consent.

Mr. DEacEMAN: I would like the question put, Mr. Chairman. We have
faced this many times before in the house, and occasionally there has been
opposition, but I think the principle has to be set in every committee and I ask
that the question now be put.

The CHAIRMAN: I would say that since you are the co-ordinator of
committees, Mr. Deachman, there is a kind of conflict of interest in your moving
such a motion.

Mr. DEACHMAN: I stand for the reduction of quorums of all these commit-
tees, particularly while we are considering bills, estimates, public accounts
committee. I think it makes them more effective and I am delighted to be able
to move the motion and to see the question put. I will ask again that the
question be put, Mr. Chairman.

The CHAIRMAN: Believe me if the Chair had any authority to delay the
motion the Chair would. All those in favour of the motion, please raise their
hands. Opposed? The Chair cannot vote, but the Chair will express its dissatis-
faction. Carried. Motion agreed to.

AFTERNOON SITTING

The CHAIRMAN: Gentlemen, I see a quorum. We have before us for
consideration this afternoon the submission of Wabush Mines. To my immediate
right is Mr. V. W. Scully, Chairman of the Steel Company of Canada; then Mr.
J. F. Howard, Q.C. counsel for Wabush Mines; Mr. F. H. Sherman, President of
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Dominion Foundries and Steel Company; Mr. J. S. Abdnor, Assistant to the
President, Pickands, Mather and Company, who are the managers of Wabush,
and Mr. A. V. Harris of the firm of Riddell, Stead, Graham and Hutchison,
chartered accountants for the Wabush Mines. We will proceed with the reading
of the brief by Mr. Scully.

Mr. V. W. ScurLy (Chairman, Steel Co. of Canada): Thank you, Mr.
Chairman. This brief is submitted by a captive shipper of iron ore within the
meaning of section 336 of the Railway Act as contemplated by clause 53 of Bill
No. C-231.

Wabush Mines is a large iron ore mining venture in Labrador in which the
Steel Company of Canada, Limited and Dominion Foundries and Steel Limited
own approximately 40 per cent. Over 4 million tons of iron ore are being
shipped by rail this year from the mine to docks on the St. Lawrence River near
Sept Isles, and more than that amount will be shipped each year for many years
to come. The potential rate of shipment is 10 million tons per annum. The mine
site is serviced by air and rail but there is no access by road. All our ore must
move 276 miles to the docks by rail. The first 38 miles and the last 22 miles are
by common carrier rail companies owned by participants in the mine. The vital
connecting link of 216 miles is over the Quebec North Shore and Labrador
Railway, which is a common carrier railway owned by a competitor of Wabush
Mines.

Special cars have been designed and built and are owned by the mine. Each
car, as that term is now accepted by the Board of Transport Commissioners, is
designed to have 3 ninety-ton units, or a capacity of 270 tons per car. These
units are connected into trains of 10,000 tons which move from mine to port and
back as unit-trains with fast, automated loading and unloading.

Obviously in these unique circumstances the mine is interested in the
protection to be afforded “captive” shippers under the procedure and formulas
for establishing maximum freight rates in the proposed section 336 of the
Railway Act.

A group of highly qualified independent consultants has considered the
formula proposed. It is the concensus of this group that the formula, if applied
in this case, would result in exorbitant rates exceeding any reasonable or
rational basis for compensation to the railways concerned. At the present time
the mine pays $2.10 per long ton for the 216 miles of movement over the
Quebec North Shore and Labrador Railway under an agreed charge. Our
consultants advise that upon the application of the formula proposed the fixed
rate to be derived would be about $6.99. Details of these calculations are given
in Appendix A.

It may be said with truth that no such rate would ever be charged in
practice. It is submitted that it may also be said with truth that the mere
possibility of such a rate demonstrates that at least in this case the formula said
to protect the captive shipper furnishes no protection whatever.

The proposed formula is open to a number of criticisms. Perhaps no good
purpose would be served at this time in developing such criticisms in detail as
they are by the nature of the subject, technical and, of course, subject to a
great variety of opinion. Three general observations may,; however, be of
interest. '
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The formula requires all fixed rates to be calculated initially on the basis of
variable cost of “car loads of 30,000 pounds in the standard railway equipment
for such goods.” The standard equipment in our case is being loaded to 95 tons
not 15 tons, so the formula requires the costing of 5 fictitious trains for each
actual train that moves. The base of the formula is therefore artificial. The
reduction permitted for heavy loadings is a maximum of 50 per cent of the
savings in variable cost or 10 per cent to 15 per cent reduction in rate. While
there are no cost figures published in Canada, figures published by the
Interstate Commerce Commission in the United States indicate actual cost
savings for a 100,000 pound car load over a 30,000 pound load is about 55 per
cent. The indicated savings for shipments of the nature of ours is over 67 per
cent.

The formula is based upon recommendations made in 1961 when unit-train
movements were unknown. In the United States where unit-train movements
are now common for bulk commodities, reductions of 40 per cent have been
made from actual car load rates where the same commodities move in unit-
trains. The resulting rates have been attacked by competing means of transport
and have been found to be compensatory.

This should be compared to a maximum reduction of 10 to 15 per
cent from a rate based on 30,000 1b. cars under the proposed section 336
even though the traffic actually moves in 270 ton cars and 10,000 ton
trains.

(¢) The fixed ratio of 150 per cent to be added to variable cost is
completely unrealistic for low-value, high-volume commodities.
Again in the United states, I.C.C. figures indicate that existing rate
levels contribute 29 per cent above variable costs as an average on
all commodities. For bulk commodities the percentage is lower. For
example, in the Eastern Region in 1962, Products of Mines contribut-
ed 9 per cent, Products of Agriculture contributed 19 per cent. The
only public study available in Canada is that prepared for the
MacPherson Commission on export grain movement. When calculat-
ing the level of subsidy for this movement the MacPherson report
allows a contribution of 22 per cent and 24 per cent of variable cost
for the CNR and CPR respectively (Vol. 1, pp. 62-67)

Since it is clear that the rate we will pay will never be quite as high as the
maximum produced by the formula, though possibly several times a fair and
reasonable rate, the most serious criticism of the formula is that we as a
“captive” shipper have no protection under the proposed law from a railway
controlled by a competitor.

It is observed that users of telephone and telegraph will be protected in
that tolls for such service must be “just and reasonable” (Clause 68, Section
381(1) of the Railway Act). It is further observed that the Commission has the
power to cancel tariffs for commuter passenger-train service or passenger-train
service between points not connected by adequate highways if such tariffs are
“unjust or unreasonable” and substitute tariffs satisfactory to the Commission
(Clause 54, Section 338(4) of the Railway Act).

It is submitted that without complete assurance that the proposed protec-

tion for “captive” shippers affords some real measure of protection, the “just
25085—3
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and reasonable” rule should be retained and can do no one any harm. Under the
legislation as drafted, the Commission is powerless to adjust a rate established
under the formula for a shipper facing a monopoly situation even though the
rate would be unfair and unreasonable. It is, therefore, respectfully urged that a
further sub-section be added to the proposed section 336 of the Railway Act in
the following terms:

“(17) Notwithstanding any other provision of this Section, the
Commission shall, upon being satisfied that a rate fixed or to be fixed
under the other sub-sections of this Section is or would be unjust or
unreasonable, prescribe a fixed rate which is just and reasonable and
such fixed rate shall, for all purposes, be deemed to have been made
under this Section.”

Estimate of “Fixed Rate” Under Bill C-231—Movement of Wabush iron ore
on QNS & L from Mile 224 (Ross Bay Junction) to Mile 8 (Arnaud Junction)

Actual
Assume Conditions of
30,000 1b. cars Movement
Out-of-pocket cost ............. $2.68 per ton $0.72 per ton
Road capital allowance .......... 57 :25
Nariabhleigaadt, dos S St bt 325 $0.97
Mark-up (150% of $3.25) ...... 4.88
.13
Allowance for heavy carloading
Variable cost at 30,000 1bs. .... $3.25
Variable cost at 190,000 lbs. ... 97
Savings on variable cost ...... 2.28

Allowance per Bill
C-231 /— 19098 .. L. 40V, $1.14 1.14

Bixed . Batesoinht. deiowns cslodnint » $6.99

Variable costs include out-of-pocket long term costs plus costs based on an
assumption that 50 per cent of road property investment assignable to freight
service is variable. Equity capital is assumed to be 60 per cent of total and the
rate of return allowed on capital is 5 per cent.

The unit costs used in the study are derived from the actual experience of
the QNS & L as reported in 1963. Depreciation charges are those approved by
the Board of Transport Commissioners for the QNS & L.

The CBAIRMAN: Thank you very much, Mr. Scully.

The first questioner will be Mr. Cantelon.

Mr. CANTELON: This, I think I am correct in saying, is probably the main
topic with which we are concerned—that is, the matter of captive shippers. I
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think I am right too in saying that this is the first time we have actually had
any figures given us that would show us that the calculations under the bill do
not, in fact, protect a captive shipper. This morning we had the Canadian
Industrial Traffic League here and they said they thought there were captive
shippers, but they could not actually give us any figures.

I would like to give you the opportunity of elaborating on your arguments,
if you care to do so because, as I say, I think this is one of the main things we
are going to have to deal with. Perhaps you feel that you have adequately
proved your point. If you have, then I will pass on; but if you have not, I would
be happy to have you add any more arguments, if you care to do so.

Mr. Scurry: I might make an observation that perhaps is not clear to
members of the committee. There are no transportation facilities whatever
between the mine in Labrador and the pellet plant on the St. Lawrence River at
Pointe Noire, Quebec, except the railway and air. Obviously you cannot
transport bulk commodities of the quality of iron ore, although a cheap product,
by air. Therefore, it has to come over the railway; we have no alternative.
There may be other instances in Canada where the same thing prevails, but in
Labrador there is no highway connection between this mining property at
Wabush Lake and the river, other than by rail and air. In the figures, if the
members will turn to appendix “A”, we have attempted to illustrate the
situation that would prevail if we are not afforded protection in the new
legislation. The form of protection we now have is that we can go to the Board
of Transport Commissioners for relief, if we are unable to negotiate a satisfac-
tory rate with the railways. With the introduction of the formula which will
bind the board as well as the shipper and the carrier, the figures on appendix
“A” show—starting at the top on the left, we have based our figures on all the
data we could get, and we are putting them forward with that in mind—that
the variable cost comes to $3.25 based on a 30,000 pound car. The mark-up,
according to the formula, is 150 per cent—that is, 150 per cent of $3.25, which
brings the total of those two items to $8.13. Now, because of the heavy loading,
looking down the left column, the allowance for heavy loading takes the
difference between the variable cost—the $3.25 we set out above—the 97 cents,
which we assume to be or claculate to be the actual cost of the movement. The
difference between those two figures comes to $2.28. The formula will allow us a
reduction of half of that figure, which is $1.14, bringing our rate down to $6.99.
You can very simply calculate the extraordinarily generous return to the rail-
way, following that.

The CHAIRMAN: Before we proceed, may I have a motion to have appendix
“A” of Wabush Mines printed as an appendix to today’s proceedings?

Mr. LaNncLois: I so move.
Mr. MATHER: I second the motion.
Motion agreed to.

Mr. CanTELON: I wonder if you would mind explaining how this allowance
on the bill gives you a 50 per cent reduction. This is due to the heavy loading, is
it not?

25085—33
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Mr. J. F. Howarp Q.C. (Counsel, Wabush Mines): Yes, it is set out at page
43 of the bill. Section 336 (5)(b)(ii) provides if the carload weight is 50,000
pounds or more, at a rate to be determined by deducting from the fixed rate an
amount equal to one half the amount of the reduction in the variable cost of the
shipment of the goods concerned below the amount of the variable cost with
reference to which the fixed rate was established.

Mr. CANTELON: Thank you. I understand that the railway that moves your
product the most miles is owned by your competitor. Is that right?

Mr. ScurLy: It is owned by the Iron Ore Company of Canada.

Mr. CANTELON: I suppose this complicates the picture in that if there came a
time when there was more iron ore coming out of the area than could be used,
you could expect that the rate on your shipments might rise.

Mr. ScuLLy: May I put it this way. If the legislation goes through the way
it is we would be helpless if it did rise.

Mr. CANTELON: That is the point I wanted to make. It could be raised.
Mr. ScuLLy: Yes.

Mr. CANTELON: You would have no protection under the legislation as it is
today.

Mr. ALLMAND: In paragraph 10 of your brief, at page 3, you recommend a
new subsection 17. Before doing that did you consider the appeal provisions in
section 317 which allow a person, if he is dissatisfied to appeal? It says, “Any
person, if he has reason to believe that any act or omission of one or more
railway companies, or that the result of the making of rates pursuant to this
Act” and so on, are against the public interest, may ask for an appeal.
Subsection (3) reads: “If the Commission, after a hearing, finds that the act,
omission or result in respect of which the appeal is made is prejudicial to the
public interest, it may make an order requiring the company to remove the
prejudicial feature in the relevant tolls.”

Mr. HowARD: Yes sir, that was considered. There are two features about it.
First of all, in subsection (1) of section 317, the criteria for an investigation at
all is that the rate must prejudicially affect the public interest. This group,
Wabush Mines, had tried on another occasion to associate its endeavours
directly with the public interest, and was told that the public interest was not
directly involved in a lower cost of transportation of iron ore from this
particular place. That is the first difficulty.

Also, under subsection (3), there is some doubt, I think it may be said, as
to how far the order of the commission could go; whether it is limited to
prejudicial features of the tolls or whether it is going to affect the rate itself, it
has to be by way of report to the Governor in Council, presumably, to allow a
different formula to be introduced. Those were the two factors that were in our
minds.

Mr. ArLmANnD: I have just one other question. Where did you get the
information for this figure for variable costs which you have, $3.25? I think you
referred to it briefly. Is this, in fact, what the variable costs of the Quebec
North Shore and Labrador Railway are?
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Mr. ScuLLy: We assumed, first, a 30,000 pound car, following the formula. I
read down at the bottom:

“Variable costs include out-of-pocket long term costs plus costs
based on an assumption that 50 per cent of road property investment
assignable to freight service is variable. Equity capital is assumed to be
60 per cent of the total and the rate of return allowed on capital is 5 per
cent.

“The unit costs used in the study are derived from the actual
experience of the QNS&L as reported in 1963. Depreciation charges are
those approved by the Board of Transport Commissioners for the
QNS&L.”

The details of these calculations could be made available to the Committee, Mr.
Chairman, by our consultant, if the Committee would like to see them.

The CHAIRMAN: They could be tabled with the approval of the Committee,
whenever they are available.

Mr. HARRIS: They are approximately available. Whether they are in a form
that the Committee would understand I do not know. We have them, yes.

The CHAIRMAN: Well, it would be best that you make them available if you
can, so we can table them and make them an appendix to our minutes.

Mr. ALLMAND: On page one of your brief, you say the first 38 miles of the
ﬁﬁz?is serviced by common carrier. Is this the line from Wabush to the main

Mr. ScuLry: That is right.

Mr. ALLMAND: What common carrier is that?

Mr. ScurLLy: That railway belongs to the Wabush group.

Mr. ALLMAND: I see.

Mr. ScurLy: It is a public carrier incorporated under Canadian charter.

Mr. ALLMAND: What about the last 22 miles?

Mr. ScurLLy: That also belongs to the group. That takes the trains from mile
eight on the Quebec North Shore and Labrador round the bay of Seven Islands
to Pointe Noire where the pellet plant is.

Mr. ALLmAaND: Thank you.

Mr. JAMIESON: Mr. Scully, in your opening remarks you said that you were
a captive shipper under the act. Does this mean that were this to be implement-
ed in its present form you would, in fact, declare yourself to be a captive
shipper and take advantage of section 336 because it seems to me you are only a
captive shipper under this act if you choose to be that. In other words, it does
not automatically follow. I drew the inference from what you said that this six
dollar plus rate would automatically be charged if this bill were to pass. Is this
what you meant?

Mr. ScurLy: I will have to refer this to our counsel again.

Mr. JAMIESON: The fact is—and let me repeat this—that I cannot see you as
a captive shipper in terms of this legislation. However, you may feel yourself to
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be in other circumstances unless you, in fact, say to this new commission that
you are a captive shipper, and ask them to establish a rate for you.

Mr. HowARp: First of all, as I see it, the definition is in two parts in section
336, subsection (1). It says, if you are “A shipper of goods for which in respect
of those goods there is no alternative, effective and competitive service by a
common carrier...” that far applies to us directly. Then it says such a shipper
may “if he is dissatisfied with the rate applicable to the carriage of those goods
after negotiation with a rail carrier for an adjustment of the rate, apply...”
and the formula is applied.

Mr. JAMIESON: Perhaps he is a captive shipper in these terms until he
applies.

Mr. Howarp: No, until he becomes dissatisfied with the rate applicable to
his shipment and then, if he is dissatisfied, he may then apply. The fact of the
matter is that our rates are in negotiation, and really what we are saying is that
at the moment there is a limit imposed upon the other party to the negotiation
that the rate must be just and reasonable or we can apply to the Board of
Transport Commissioners and have one fixed that is just and reasonable.

The day after this bill passes, the limit is the formula, and we lose all our
bargaining position. I suppose it assumes that we will ‘be dissatisfied with the
result of bargaining with no bargaining.

Mr. JAMIESON: Would either of you gentlemen be in a position to say
whether, in fact, you will have to take advantage of, or ever have taken
advantage of, your present ability to appeal to the existing Board of Transport
Commissioners, or have you managed to negotiate on your own?

Mr. HowaRrp: We had a very expensive case a few years ago in which the
railways concerned attempted to obtain running rights over the QNS&L under
section 196 of the bill. After that was over we negotiated an agreed charge, and
that agreed charge is currently in the process of being renegotiated.

Mr. JAMIESON: But running rights is quite a different thing, is it not, from
what we are talking about here? As I take it, running rights involves the use of
your own trains on their roadbed; but in terms of the rate which you are now
paying, and in terms of your relationship with the QNS&L, have you, in fact,
ever had to submit this to the Board of Transport Commissioners, or have you
been able, through your own negotiations, to arrive at the rate you are now
paying?

Mr. HowaArD: Yes, we have had one set of negotiations which were
successful.

Mr. JaAMmIESON: Well, let me put it another way. Is the rate you are now
paying one which was established by the Board of Transport Commissioners?

Mr. HowaRrbp: No, it is one established by negotiation.

Mr. JaAMIESON: Taking that into account,—this may be hypothetical to a
degree—and assuming present circumstances and the existence of this bill as an
act, you would not want to declare yourself a captive shipper, would you?

Mr. HowARD: Not until we had found out whether the absence of a just and
reasonable limit affected the negotiations of the people on the other side of the
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negotiations. Our fear is that with no practical limit on the rates they can
charge—that is, no practical remedy that we can get from a public body—their
interest in negotiating toward our desires is gone.

Mr. JAMIESON: This may not be something that you are in a position to
answer, but have you any evidence, or do you feel in any way, that the
competitor who is also the operator of this railway has at any time utilized his
extra bargaining power detrimentally to your mining interest.

Mr. ScuLLy: No.

Mr. JAMIESON: I have another question, Mr. Chairman, if you do not mind.

You mentioned that the Wabush group owns the rail line from Ross Bay
Junction to Labrador, Wabush City. Is that Wabush mines or is that a joint
venture with the other mining company which is in there?

Mr. ScurLLy: No. It is a joint venture. This is complicated. May I take a
moment to try to explain it?

The physical railway between Wabush and Mile 224 is owned jointly by
the iron ore company and the Wabush group. The physical property is not a
railway; it is a physical thing. There are two railways which have running
rights over this property, one owned by the Wabush group, which is the
Wabush railway, a public carrier, and one by the iron ore company which is the
Carol Lake railway, I think they call it, which is a private railway. Both of
these operate their one trains from their properties to Mile 224.

Mr JAMIESON: So that you own the roadbed and the track jointly, but you
operate your trains independently over that section.

Mr. ScurLLy: That is right.

Mr. JAMIESON: One other question, because, of course, it comes down to this
matter of captive shippers: What about alternative routes? I am told that there
has been some discussion about the possibility of creating what would be, in
effect, a loop arrangement. For instance, going from Wabush to Gagnon and
then down to Port Cartier. I understand there is a railway from Gagnon to Port
Cartier, and there is a link that might be put in between Gagnon and Labrador
City. Has this been given any serious consideration?

Mr. ScuLLy: I would doubt it. The railway from the river to Gagnon is
owned by the U.S. Steel Corporation. From there to Wabush is about 150 miles.

An hon. MEMBER: It is about 72 miles.

Mr. ScurLrLy: Then there is the bus from the Quebec side. But that railway
is wholly in Quebec, from the point in Quebec to Wabush, I would guess about a
total of 100 rail miles. In terms of costs of building that railway, I have no
knowledge, but as far as we are concerned it has never been seriously
considered.

Mr. JAMIESON: So that you see no practical likelihood that this—

Mr. ScuLLy: Not when there are adequate railway facilities in existence
now that can carry many times more tons than are required to be carried at the
present time.

Mr. JAMIESON: I have only one other point which is more of an observation.
It seems to me that if QSM&L, or whatever it is, were to put you in a
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position where you could not function, through a freight increase, the close-
down of Labrador and Wabush mines would be unquestionably in the public
interest. I do not think there is any argument there. I would be perfectly happy
to make that case, and I think I would make it quite successfully.

Thank you, Mr. Chairman.
Mr. LaNGLOIS: You were just talking about the capacity of the railway to

carry many more tons than it is carrying now. Would you know how many tons
of ore are being carried by that railway now, either by you or by Iron Ore?

Mr. ScuLLy: I could make a guess—about 18 million tons.

Mr. LANGLOIS: About 18 million tons. What do you think the total capacity
of that railway could be?

Mr. ScurLLy: At certain additional costs, of course, for sidings and so on, I
would think double that, perhaps.

Mr. LANGLOIS: It could double its capacity, and that would be the most?

Mr. ScuLry: I do not know what the infinite is, but certainly double would
be practicable.

Mr. LAaNncLo1s: The ore that you mine at the Wabush mine is not sold on the
open market, is it?

Mr. ScurLLy: No. It is tranferred to Pointe Noire where it is made into
pellets and it is delivered in that form to the steel companies, ours and Mr.
Sherman’s and the Americans.

Mr. LANGLOIS: But it is not sold on the open market?
Mr. ScuLLy: Some of it is, but only a small part of it.
Mr. LAaNGLo1S: The bulk of it is sold to yourself, in other words?

Mr. ScuLLy: Right.

Mr. LaNGLois: What happens to the ore that is mined by the Iron Ore
Company. Does not the same thing happen there?

Mr. ScuLLy: No; because some of it is owned and produced by non-steel
producers. I do not know what the percentage of ownerships are in the Iron Ore
Company, but some of the Iron Ore Company are not in the steel business.

Mr. LancLois: They are not in the steel business?

The CHAIRMAN: Perhaps, Mr. Langlois, it might be a good thing for Mr.
Scully to give a breakdown of the ownership of the Wabush group, and in that
way you might have a better indication of where this iron ore from Wabush
mines is going.

Mr. ScurLry: The two Canadian companies, our company and the Steel
Company of Canada, have a 25 per cent interest in Wabush. Dominion Foun-
dries, Mr. Sherman’s company, has a 15 per cent interest. In the United States,
Youngstown Sheet and Tube, Meadow Lake Steel, Inland Steel, Chicago;
Pittsburgh Steel and Pickens-Mather and Company, among them, own 45 to 50
per cent, averaging from a minor interest of 5 per cent for Pickens-Mather, to
10 per cent for three of the others and 17 per cent for Youngstown. Two
German companies, Mannesman and Haas, own 2 per cent each; and the Italians,
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Finsider, own approximately 5 per cent interest. All of these companies, except
Pickens-Mather are steel producers and use the material in their own plants.
Pickens-Mather dispose of their 5 per cent interest.

Mr. LaNcLois: What I want to get to, Mr. Scully, is that there is no chance
that the Wabush Lake will take all the customers away from Iron Ore, or that
the reverse will be possible either? Iron Ore would not at any time have any
advantage in trying to squeeze you out of the market? Let me put it that way.

Mr. ScuLLy: Well, there is a factor of cost involved here. If the railway
were to make an exorbitant profit at our expense it would show up as a
substantial credit against the steel costs of the people who own it.

Mr. LanNGgLo1s: What percentage of the tonnoge do you occupy?

Mr. ScuLLy: We are in the process now of moving up to 6 million tons
capacity at Wabush, at the mine. That is 6 million from our Wabush, against 7
million for Carol Lake, plus whatever they bring out of Schefferville. I do not
know what that figure is.

Mr. LaNcLo1s: That is thirteen; and you said 18; so that there are five left
for Schefferville?

Mr. ScuLLy: I am not sure of the Schefferville figure.

Mr. LancgLois: But do you not think, then, that if they stopped your
operations, because of too high a rail rate, about only 50 or 60 per cent capacity
of the railway, as it is now, would be used, and then their transportation costs
would go higher?

Mr. ScuLLy: Yes; but they could set an unfair rate that would not shut
down the operation. It does not follow that it has to be so high that it would put
us out of business. It could be high enough to make—

Mr. LanGcLois: You mean to say it would be unfair to you, but it might not
be unfair to them.

Mr. ScuLLy: Well, of course, this is where we need an arbitrator.

The CHAIRMAN: Wabush is interested only in their own interests, Mr.
Langlois.

Mr. LaNGLois: That I realize.
Thank you , sir.

Mr. LEGAULT: Mr. Scully part of the answer to my question you have given
to Mr. Jamieson. Do I understand that the last 22 miles of the line which is
operated by you are used by your competitor?

Mr. ScuLLy: No; but it is a public carrier. You are talking about from Mile
8 to Pointe Noire, the 22 miles? It is a public carrier, and it has to carry what-
ever is offered to it; but, in fact, at the present time, nothing moves over that
section of the railways other than our—

Mr. LEGAULT: Than your own.

Mr. ScuLLY:—iron ore coming down, and supplies, oil and so on, going up
to the mining project.
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Mr. LEGAULT: I see. To come back to your appendix A, I notice that you
have used for the variable cost figures which have been produced by the I.T.C.
The cost here is $3.25. Would you say that this would compare with your own
figure which you have calculated because of the line that you do operate?
Would these be favourable?

The CHAIRMAN: One moment, Mr. Legault. The figure of $3.25 is for the
variable cost, but there is no statement that it was never produced by the I.T.C.
Perhaps someone can explain where that figure came from.

Mr. LEGAULT: I understand that the figures were produced by others—that
there are no cost figures published in Canada, and these figures were obtained
for this purpose from other sources.

What I am trying to get at is that these figures could have been obtained
right in your own operation itself. Would this reflect your own operation?

Mr. HARRIS: These are 1963 figures, sir. In 1963 Wabush Lake railway and
Arnaud railways were still being built and they only operated in that area with
the Quebec North Shore and Labrador Railway and the QN&L figures are the
basis of the figures which are used herein.

Mr. LEGAULT: Then they are your competitor’s figures? You have no idea at
present what your own would be on these two sections which you are operating
so that you could base your calculation on your own estimates?

Mr. HARRIS: It is quite a different type of operation, sir. Wabush Lake will
move about four million tons this year on the north section; and the south
section, the Quebec North Shore will move a good deal more than that; they are
moving 18 to 19 million tons on the joint section, and some more on the north
section. Costs, unitwise, become quite different because of the increased
volume.

Mr. LEGAULT: But would this not give you some idea about what it is, and
would you say that this figure is favourable?

Mr. HARRIS: It is a bit difficult to compare them, because QNS&L have been
in existence since 1954, and have been operating mile-long trains every year
since then. Wabush Lake and Arnaud have been in operation for just over a
year.

Mr. Brouin: I have only one question, Mr. Chairman.

In the brief it is mentioned that you are using the Quebec North Shore and
Labrador Railway for 216 miles. Do you mean to say, Mr. Scully, that you are
not covered, or protected, by the Canadian Railway Act in these 216 miles? I
have always understood that the Quebec North Shore and Labrador Railway is
a common public carrier.

Mr. ScuLLy: Yes, sir.

Mr. BLouIN: So that you are not covered by the present Canadian Railway
Act?

Mr. Scurry: Yes, we are; but the protection we now have is about to be
removed if this bill is enacted. This is our whole point.

Mr. Brouin: This is why you are here today.

Mr. ScuLLy: That is right.
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Mr. Brouin: Thank you.

Mr. REm: Mr. Scully, I was very interested in the testimony you gave in
answer to some questions Mr. Langlois asked.

I am interested in knowing what the capital cost, approximately, of the
Quebec North Shore and Labrador Railway would have been when it was
built in 1954. Would you have an idea of what the cost of that railway was?

Mr. ScurLy: I have it somewhere. It was somewhere in the order of $100
million or more.

Mr. REID: $100 million or more.
Mr. ScuLry: That is a wild guess; I do not know.

Mr. HARRIs: The figure that sticks in my mind-is $120 million, of which $80
million was applicable to the joint section and the rest was applicable...That is
just the road property; that does not include equipment.

Mr. RED: The Quebec North Shore and Labrador is a common carrier. This
means, then, that the rates which are charged to you are the same as the Iron
Ore Company is charged by the railroad?

Mr. ScurLLy: I do not know that, but I would assume that is right.

Mr. Rem: If it is a common carrier these rates would have to be posted,
unless, of course, they had been able to arrange a better agreed charge than you
have.

Mr. ScuLLy: Perhaps so; besides, they get it back, anyhow.
Mr. REID: Yes, that is true.

You real point is that you are worried about the definition of a captive
shipper. You do not have to become a captive shipper unless you so desire.

Would I be correct in assuming that you are afraid that the railway will
raise your rate to a point which they have defined as the maximum possible
under the formula that you have worked out for us, and, because they do have
this maximum to which they can go, your present comfortable situation will be
destroyed? In other words, there is going to be pressure on you to raise your
rates, with the knowledge of the railway that, even if you do make application
to the commission, you are going to have to pay more within a certain
limitation?

Mr. ScurLry: That is right.

Mr. ReIp: You are afraid that this will destroy your competitive bargaining
position with the railway?

Mr. ScurLy: Exactly.

Mr. REID: Thank you, Mr. Chairman.

Mr. SoutHAM: I just have one question, Mr. Chairman.

In paragraph 5 of your brief you say: “A group of highly qualified
independent consultants has considered the formula proposed.” We as a com-
mittee, have been questioning a lot of figures which have been presented to us
by railroads and other bodies, and I am interested in this statement. Were these

highly qualified independent consultants a Canadian firm, or an American firm
or who are they?
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Mr. ScuLLy: They have these particular consultants, sir: Mr. Fairweather, a
transportation consultant in Ottawa and former vice president of the Canadian
National Railways; Mr. A. V. Harris, who is present here today, of the firm of
Messrs Riddel Stead Graham & Hutchison, Chartered Accountants in Montreal;
and Mr. Ford K. Edwards, of Messrs Edwards & Peabody from Washington,
D.C., who has a great deal of experience on this type of problem in the United
States. These are whom we refer to as our consultants.

Mr. SouTHAM: Thank you, Mr. Chairman.

Mr. STAFFORD: I would like to ask the Minister a question in view of the
answers already given, even though I was late coming in this afternoon.

Could the Minister give us some idea of a proper amendment to the
formula set out under section 336 so as to give Wabush Mines the proper
protection in a case like this?

Mr. PickersGILL: Of course, the word “proper” would have to be defined
before I would wish to answer the rest of the question.

If it is assumed that, apart from a maximum rate, a public body should
define how much profit a railway is to be allowed to make, on rates lower than
its maximum rate, but is not to regulate in any way the amount of profit a
mining company is going to make, that does seem to be creating one kind of
regime for railways and another kind for mines. In other words, you are saying
that a mine can make as much profit as it can, without any regulation whatso-
ever by the public, but a railway must not be allowed to use whatever bargain-
ing power it may have in the economy to do the same thing.

I do not know whether that is a fair definition of the situation. It is
envisaged, when one uses the word “profit” rate, that it is a request by someone
who is operating in the free section of the economy, if I may put it that way, to
say that someone else also engaged in the business should have his freedom
limited by the actions of parliament.

Now we have, of course, a long history of doing that to railways. The
purpose of this legislation, below the maximum rate, is in the main to get rid of
that. I just pose the problem that way as a problem in this field. On the other
hand, I think it is quite true to say that situations do arise. The Quebec North
Shore and Labrador Railway was, of course, there before the Wabush Mine was
opened. The opportunity was there before the mine was opened for the
company to make a bargain with the railway, a long term bargain. But, of
course the Company could argue on the other side—I am trying to be absolutely
fair in this—that they did not need to make a bargain because they had the
protection of a benevolent state which regulated the rates and that we are
changing the rules—if I may put it this may—after the game has been started. I
am trying to state all the elements in this situation as I see them. It is because
situations like that can arise in this transition from a controlled economy for the
railways to a relatively free access to the economy for the railways—which I
think a lot of us have not quite through our heads is the purpose of the
legislation or one of the purposes—that period of transition must not be made
too difficult.

Certainly, we do not want the railways in their sudden freedom to do silly
things that are really going to interfere with public interest. I would be the
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first—after all not only am I a Minister of Transport but I am also a member of
parliament for Newfoundland in which this mine is situated, and I emphasize
that fact—to regard it as contrary to the public interest to have anything done
by Quebec North Shore and Labrador Railway which would in any way
prejudice the viability of this mining operation which is very important, not
merely to Newfoundland but, in my view, to the whole of Canada.

I am not sure I entirely agree with the witness who is counsel for the other
witnesses today, but I am not a lawyer, that the appeal provision that is in the
bill at the present time is quite as narrow in its concept of the public interest as
he seems to think it is. But its purpose of course is to deal precisely with this
kind of situation where, because of certain physical circumstances, the economic
power of a railway could be used in a way which would not merely get a little
larger share of the profits of an operation which both parties were engaged in,
but would really in any serious way interfere with that operation to the
detriment of the public.

I am not quite sure that I am satisfied yet, in the light of a number of
representations we have received, including the representations from the wit-
nesses this morning and some others, that we intend to leave the appeal
provision in exactly the form it now is in this bill. I think I ought to be quite
frank with the Committee and say that I am considering quite seriously
proposing myself, at my own initiative, to the Committee some alterations in it
about which I have not finally made up my mind and about which, of course, I
will have to have the approval of my colleagues since it is a government bill. I
think there is a real point here and a very serious one. It is particularly
aggravated by the fact or which does appear to be a fact, that the Quebec North
Shore railway is wholly owned by the same people who own the iron ore. I am
not going into the fine details of the corporate relationship between them. It
could be argued, of course, that the whole operation of Quebec North Shore and
the iron ore company would make just as much money regardless of what the
railway rates were, applied to their product. I think they would not agree with
this argument. They would point out there are some imperfections in it, but it is
an argument and a serious one. Therefore, I do think we want to make quite
sure the fact they own a mine that is marginally competitive, and could perhaps
be a little more than marginally competitive if times got bad and for some
reason or other the steel companies could not sell all the steel they could make,
which we hope will never be the case, that in those circumstances there could
be, what might be regarded by most people as, unfair competition. In any case I
am quite impressed by the problem that is posed in this brief.

As I say, if the legislation does not adequately meet the problem now it
would certainly be my endeavour, and I am sure I can speak for the govern-
ment, to suggest to the Committee and to parliament some modification in the
appeal provisions which would meet the situation.

Mr. STAFFORD: I have just one question. In view of what the Minister said,
Mr. Scully, would you care to make any additional remarks which might throw
a little more light on this particular problem?

Mr. Scurry: I think the Minister has covered it very successfully with
perhaps one important omission. We operate in a pseudo free economy. There is
no question about this railway being a monopoly. It has no competition. We
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have a duty, not just domestically but internationally, I think, to keep our costs
for making steel at the lowest possible level if we are going to survive. I am not
criticizing, I want that understood, but I think it is a function of the govern-
ment to see that monopolistic powers are not ill used.

Mr. P1cKERSGILL: I think I could accept Mr. Scully’s amendments without
any alteration at all. I think this is really a pretty fundamental difference.

The CHAIRMAN: I am sure when Mr. Scully said he keeps cost down he
includes seaway tolls—I would think, Mr. Pickersgill.

Mr. BLouin: Mr. Pickersgill, if we are going to have—I say we because
according to the Churchill Falls development there is going to be a lot of freight
going on the Quebec North Shore and Labrador Railway—no protection to
cover these people sending freight through on the Quebec North Shore and
Labrador Railway, what is going to be done. If I understand at the present time
there is nothing in the act covering the public in general. Still, it is a public
carrier, a common carrier and I am given to understand they will average
100,000 tons of freight next year going in through that railway.

Mr. PICKERSGILL: Any shipper on that railway would presumably have the
protection of the maximum rate formula in this bill, if, in fact, there is no
competition. While I quite agree there is no effective competitive way of
shipping the iron ore, that may not be true with respect to Churchill Falls
because the railway does not go nearer than a 100 miles to Churchill Falls and
the railway can only carry part of the way and it may well be there may be
other cheaper ways. There may be a competitive situation, but if there is not, of
course the shipper would be covered by the provisions of both the maximum
rate formula and the appeal privileges. The other thing is that almost any of
that freight is going to be a sheer bonanza to the railway, if I may put it that
way, because they do not have much to carry north. They carry all the ore
south. They are not going to put up their rates so high that they are going to
lose the traffic. I really think that, in itself, would be a pretty effective
protection.

Mr. BLouiN: The shipper still has to be protected.

Mr. PickERSGILL: We do not expect the state to protect everyone in every
respect. Even you and I are not protected entirely.

The CHAIRMAN: If there are no other questions, I will thank Mr. Scully, Mr.
Sherman, Mr. Howard, Mr. Abdnor and Mr. Harris for being with us today. I
would also like to thank the Minister for being here.

Before we adjourn, I want to bring to your attention again the fact that the
Committee will reconvene at 8 o’clock this evening to hear the brief of the
government of the Province of Saskatchewan; and tomorrow at 3.30 o’clock we
will hear the brief of Mr. Molgat, the leader of the opposition in Manitoba.

(Recorded by Electronic Apparatus)
EVENING SITTING
TuUEsSDAY, November 1, 1966.
e (8.10 p.m.)

The CHAIRMAN: Gentlemen, we have a quorum. We have before us tonight
a brief submitted by the government of the province of Saskatchewan by the
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counsel for the government of Saskatchewan, Mr. Gordon Blair. I will ask for a
motion that the brief be printed as an appendix to our Minutes of Proceedings
and Evidence as Mr. Blair will just read a summary.

Mr. CANTELON: I so move.

Mr. SouTHAM: I second the motion.
Motion agreed to.

Mr. GorpoN BrAIr (Counsel, Government of Saskatchewan): Mr. Chairman
and gentlemen, it is indeed an honour for me to have the privilege this evening
to present a brief on behalf of my native province and I wish to express the
appreciation of the province and myself to the Committee for hearing this brief
on very short notice. I also wish to apologize to members of the Committee for
the fact that it was not possible for the brief to be prepared and distributed
until this morning, and I am particularly sorry that time did not permit an
adequate French translation to be prepared.

I propose this evening to give a little background about this submission
and, since I know that most of the members of the Committee have not had a
chance to read it in detail, I thought that I would offer comments on the main
features, but I hasten to add that I will not attempt to read this long
submission.

First of all, I should say, that this brief was prepared by the government of
Saskatchewan in collaboration with important organizations in the province,
namely, the Saskatchewan Association of Rural Municipalities, the Saskatche-
wan Association of Urban Municipalities and the Saskatchewan Federation
of Agriculture. I am advised by the Government of Saskatchewan that these
organizations approve of the general approach and the conclusions reached in
this brief.

As the members of the Committee know, this legislation has a long history.
It emerged first as Bill No. C-120 in September of 1964. There were hearings
before the old committee of this house on railways, canals and telegraph lines
during a good part of 1965. During this time, the province of Sakatchewan,
along with other provinces, including Alberta, Manitoba and the four Atlantic
provinces, made a number of joint submissions to the Department of Transport,
about the text of Bill No. C-120. There were informal discussions and there
were formal submissions and one important one was made in April of 1965 to
the department and in July of 1965 the premiers of all these provinces made a
submission to the Prime Minister of Canada and to the Minister of Transport. In
all of these discussions the province of Saskatchewan played an active role.

On behalf of the province of Saskatchewan, I should say first of all, in
commenting on this legislation, that it is regarded as a tremendous improve-
ment over Bill No. C-120. We think that the Minister and his department are
entitled to great credit for the way in which they have tried to accommodate, to
the fullest extent possible, the many suggestions made to them for the amend-
ment of the previous bill. Speaking for ourselves, we also feel that the province
of Saskatchewan and the other provinces, which joined in this long and
intensive study, can claim some credit for the production of this legislation.
There has been, in many ways, a joint and a co-operative effort to produce
legislation which in the submission of the government of Saskatchewan will
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produce a transportation structure appropriate to the last part of the twentieth
century and one which will be capable of serving the growing needs of the
Canadian economy.

Gentlemen, if you would care to follow me in my run through the bill, I
refer you to page 2, where at the bottom of the page the six items which are
regarded as most important by the province of Saskatchewan are listed. I will
deal with each of these in turn.

The first is the National Transportation Commission which is discussed on
page 3. The province of Saskatchewan approves of the creation of this new and
important agency, because it regards it as an essential and important step
towards the better integration of transportation policy in Canada. The province
has three concerns. The first is about the membership of the commission. It is
agreed on all sides that the paramount concern of the new commission should
be with the national interest broadly expressed, but it is the submission of the
province of Saskatchewan that this national interest cannot be served unless
due regard is paid to important regional interests. Capability and confidence
must be the first requisites of the members of this commission; but they must
be men of broad understanding who can comprehend the important regional
interests which have to form part of a national transportation policy.

The second concern of the province is expressed on page 4 of the brief,
where we discuss the possibility of having some kind of an advisory council on,
or through which provincial governments and other regional organizations
could express and make known views on transportation policies. We think that
this would provide an important agency to furnish information to the commis-
sion on the regional development of the country which will be so important for
its future growth.

The third concern is expressed as a desire to see this new commission, not
sitting altogether in Ottawa, but actually represented in different parts of
Canada by regional offices. I suppose with modesty we could suggest no better
place for a prairie regional office than the city of Regina, which is in the middle
of the prairie provinces. Mr. Pascoe might think it should be Moose Jaw.

The second, and by far the most important part of this legislation, from the
standpoint of the province of Saskatchewan, are those provisions which are
discussed at page 5, dealing with rail rationalization and the abandonment of
uneconomic branch lines. This by all counts was the aspect of the initial
legislation which caused the government of Saskatchewan the greatest concern.
At the time that legislation was published, there were upwards of, I think, 5,000
miles of lines in the province of Saskatchewan for which railway companies had
applied for abandonment. The potential disruption of commercial and social life
in the province was almost too horrible to behold. Farmers, businessmen and
municipalities all would have been very severely injured by this scale of
abandonment.

In our brief at pages 5 and 6, we have referred to the shortcomings of Bill
No. C-120, in dealing with this important issue, but these comments are now
really only matters of academic interest, because in the main and, I should say
almost entirely, the new legislation takes full account of the suggestions for
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improvement which were made. I should like to summarize positively the
features of this legislation which meet so much with the approval of the
government of Saskatchewan.

First of all, the policy announcement made by the government of Canada,
reserving a basic rail system for a period of 10 years, will give security and
confidence to the users of rail service in the province.

Second, the new commission has complete authority to deal with applica-
tions for abandonment of lines taking into account every issue which ought to
be properly considered. There is no division of authority between two agencies
as was contemplated in the initial legislation.

Third, and most important, the new commission is directed not only to have
regard to the losses which railways might experience in the operation of some
branch lines but to consider broadly the social and the economic implications of
abandonment; perhaps what is most significant of all, to do this on an area basis
so that the transportation needs of different parts of the province can be
regarded as a whole, leading, it is hoped, in cases where abandonments occur, to
an integration of railway and highway systems, all for the purpose of promoting
efficient transportation.

There is only one comment of a specific nature about the abandonment
proposals and that occurs at the top of page eight.

At the present time the bill appears to make it a matter for discretion by
the new commission whether or not there will be public hearings in the case of
any applications for abandonment. The province of Saskatchewan respectfully
suggests that in every case where this important matter is raised before the
commission it should be mandatory to have public hearings, although we
observe later on this page that we do not suggest a hearing be held for every
small line which might be involved, but rather that hearings should be
organized on an area basis. It is vital and important in the province’s view that
the people who are affected by abandonment should have the right to appear
before the commission and state their views.

The next most important part of this legislation from the standpoint of
Saskatchewan are those sections which deal with the Crowsnest Pass rates and
other statutory rates. The significance and importance of these sections would
be appreciated when it is realized that for the last year for which statistics are
available—1963—66 per cent of the total volume of rail traffic in Saskatchewan
moved under the statutory rates. The government of Saskatchewan is pleased to
see that this legislation guarantees the continuance of these rates.

In relation to Bill No. C-120, the government had objected strenuously to
an original proposition that provided for the payment of fixed sums, referrable
only to Crowsnest Pass rates to the railways. It has always been the belief of
the province of Saskatchewan that if public support is required for the
continued operation of the railway system of Canada, it should be not tied in
any way to specific rates or to specific movements. The province is extremely
glad that this objectionable feature of the original legislation has been elimi-
nated. At the same time, the province of Saskatchewan has never objected to
the suggestion that the railways should be reimbursed for any actual and
proven loss connected with the movement of grain under the Crowsnest Pass

rates. As you know, the legislation now provides that within a period of three
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years the operation of these rates will be reviewed and if losses are proved,
then compensation may become payable. In view of the extent and volume of
wheat shipments in the province it is not believed that losses will be shown to
have occurred under the statutory rates.

Next I wish to deal with the question of unjust discrimination and undue
preference which is dealt with at page 11. Saskatchewan is extremely concerned
about the elimination of the existing provisions in the Railway Act protecting
shippers against discrimination. The reason for its concern is that it has had
recent experience with discriminatory freight rates which have discriminated
against developing secondary industry in the province of Saskatchewan compet-
ing with established industries of the same type in other parts of Canada.

I think I can summarize the concern of the province about this section
under two heads: First, as the members of the Committee will appreciate,
nobody can raise a case of discrimination before the commission unless he is
able to show that the rates which are charged prejudicially affect the public
interest, and he must make a prima facie case in order to qualify for a hearing.
The term “public interest” used in this context appears to be a very inelastic
and inappropriate concept. What we really must be concerned about are
important private interests which can be prejudicially affected by discriminato-
ry rate-making practices. We must envisage that shippers in this province, or in
other parts of Canada, may be so prejudicially affected by discriminatory
freight rates that their business might suffer or they might be driven out of
business. In my study of this section I cannot come to the conclusion that
however grave the injury suffered by a particular shipper that it can be elevated
to the position where it may be said to be a matter of public as opposed to
private interest.

The second matter of concern that we have with this section is that a very
high barrier is imposed against shippers claiming relief. They must come twice
to the new commission: The first time to ask permission to make a case and the
second time to make the case if that permission is granted. We do not think that
anyone here should be unduly concerned about the possibility of the commission
being flooded with cases of discrimination, because the physical and financial
facts affecting applications which must be made to a board in Ottawa are such
that only the most serious and grave cases of discrimination will be brought
before the board.

As our submission states in some detail, we respectfully suggest to the
Committee that very serious thought be given to loosening this section, not to
opening it so wide that frivolous or fractious cases may be brought, but rather
to broaden the language in such a fashion that every member of the Committee
can be sure that a shipper with a bona fide claim against harmful discrimination
will have a right to be heard.

Next on page 12 we deal with the question of the bridge subsidy and in this
respect I simply would like to record the pleasure of the province of Saskatch-
ewan that its initial proposal to the government of Canada as to the orderly
phasing out of the bridge subsidy has been adopted.

Next, the question of costing procedures is dealt with at page 13. This is a
vital and important technical function, and it would be a waste of your time to
try to comment on it in detail here. There is one feature, however, which we
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think should engage your attention and it is dealt with in our submission at the
top of page 14. As presently worded, this bill and more particularly section
387B subsection (5) gives to the new commission the discretion to decide
whether or not it will receive submissions and conduct hearings on costing
procedures.

The province of Saskatchewan is of the opinion that the costing process is
so vital to the successful operation of the new transportation system that there
should be no doubt about the duty of the commission to hold hearings. Here
again, we suggest that the holding of hearings on costing procedures be
mandatory rather than permissive.

I come now to the question of maximum rate control, which I understand
has been previously discussed before this Committee. On this issue the province
of Saskatchewan has no complaint to make about the revised definition of
captive shippers as it appears in the bill. Its position on the much discussed
formula can be summarized very briefly. As the brief indicates on page 16, the
province of Saskatchewan has concluded that in the absence of cost data from
the railways it is impossible for it to assess the effect of this new formula on
actual rates which will be paid by shippers. The specific views of the province
are recorded on page 17. First of all, the position is restated that if there is to be
any resolution of the involved discussion of the maximum rate formula it can
only be brought about by the disclosure of sufficient data for the parties in the
discussion to make a proper assessment and judgment.

Regardless of the formula adopted, the province of Saskatchewan feels that
this Committee would wish to assure itself that the small class of shippers now
covered by the class rates will not be exposed to substantial increases in rates.
Moreover, as the second last paragraph on page 17 indicates, the province of
Saskatchewan submits that there is now an identifiable class of shippers,
namely those whose rates were reduced in 1959, pursuant to the Freight Rates
Reduction Act. These are both class and commodity shippers, and it is the view
of the province of Saskatchewan, which it has expressed throughout these
discussions, that a means should be found to protect this type of shipper, who
has almost by statutory definition been deemed captive, from any undue
increase in freight rates.

I think the final view which I am authorized to express on behalf of the
province is one with which many of the Committee members would agree.
There appear to be good reasons to be dissatisfied with the recommendation of
the royal commission as to a maximum rate formula. The province of Saskatch-
ewan believes that its experience in the operation of the formula will show
how and to what extent the formula should be revised. It attaches the very
greatest importance to subsection 16 of section 336 which now requires the
commission some time after five years of the coming into force of the legislation
to review the operation of the formula. I was here yesterday and I expressed
the view—I do not think people would disagree with it—that if the starting

time is five years the finishing time for such review is likely to be eight or more
years.

In section 329 of the statute, which deals with the Crowsnest rates, it is
provided that the new commission must review these rates within a period of
three years. We respectfully suggest that the same form of words should apply
to the important maximum rate formula.

25085—43
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There are certain incidental matters dealt with at the end of the brief. The
province of Saskatchewan approves and makes no comment on the sections
dealing with passenger services and general subsidies. As I have already
indicated, the province generally supports the expression of government policy
with regard to the abandonment of branch lines.

At page 21 the submission points out that the total mileage of unprotected
branch lines in the province of Saskatchewan is in excess of 1,000 miles. It is
understandable, therefore, why the government of the province of Saskatch-
ewan is concerned about the procedure which will be followed in the dispo-
sition of this very substantial railway mileage. It is the hope of the province
that the government of Canada will use the powers conferred upon it by this
bill, more particularly in section 314(h), to direct that all pending appli-
cations for abandonment under Section 168 of the Railway Act shall be gov-
erned by the principles and rules established for abandonment applications
under the new legislation. What the province fears is that the narrow approach
which is now dictated by the Railway Act will be harmful to the province and
to its economy but it believes that the disposition of these cases under the
principles established in the new bill will provide a satisfactory result. All of
the recommendations of the province are summarized on pages 22 to 25, but I
do not think that you would wish me to detain you further with these opening
remarks.

The CHAIRMAN: Thank you very much, Mr. Blair. Mr. Andras?

Mr. ANDRAS: On pages 22 and 23 of your summary of comments, appear
item 4 and item 5. I get the impression you understand that cost data would not
be made available to the national transportation commission. You say that no
useful conclusion can be achieved unless and until the railways agree to provide
adequate cost data. That is the key phrase there. And in the item 5 you say
there seems to be no reason why the railways could not make cost data
available to the commission on a confidential basis. Do I take from that that it is
your understanding that this is not provided for?

Mr. Brair: No, I do not think that we are altogether clear on that, Mr.
Andras. Section 387C of the new bill, which deals with the disposition of data
supplied to the commission by railways in connection with the total costing
process, states that this must be kept confidential. But I think that that whole
group of sections starting at 387 makes it plain that for the purpose of
establishing the guidelines for railway costing, the railways must submit their
costs to the commission, but those costs must be kept confidential.

Mr. ANDRAS: Just to confirm that, perhaps the Minister can advise us. My
understanding was that in such cases cost data would be given to the national
transport commission for the calculation of maximum rates, and so on.

Mr. PIickERSGILL: Well, actually, the commission would not simply accept
the railway’s own figures. They would use their own figures in determining the
rates they want; they have the right to exact from the railways any information
they want for this purpose and, on a confidential basis, for any other purpose.

Mr. Brair: It is our understanding, Mr. Minister, that if any shipper
actually brings a case before the commission for the fixing of a rate, the cost
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data relevant to that application will be disclosed, not only to the commission,
but to the shipper.

Mr. PIcKERSGILL: I would certainly think there could be no doubt whatever
that the cost data accepted by the commission for that purpose Would be
disclosed. I would really like advice of counsel before I said whether the figures
that the railways might submit in the preparation of their case would necessari-
1y be disclosed. I could read the bill and venture an opinion myself, but I have
learned through long experience that this is sometimes unwise for unlearned
people.

There is no question that the commission would have to determine what
the variable costs were, and the determination by the commission would have to
be made public.

The CHAIRMAN: Mr. Reid?

Mr. REmD: In discussing the last point you raised, Mr. Blair, I would like to
ask the Minister if the outstanding applications for abandonment of branch lines
will, in fact, be considered by the new commission—assuming that the bill
passes—under its new criteria rather than the criteria under the Railway Act
itself.

Mr. PICKERSGILL: My feeling would be that they would be. There are
provisions all through the bill for bringing certain parts of it into operation by
proclamation at different times, and so on. I can see no very good reason why
there should be any delay in bringing those provisions into effect.

As you know, the railways have agreed to withdraw all their existing
applications for the guaranteed lines that are covered by the map on the day on
which the bill passes, and to up date their information on the other lines if they
want to apply for abandonment of the other lines. They are not compelled to
apply even for the non-guaranteed lines, but I suspect they will. But I see no
reason why the new criteria should not apply.

In the case of certain of these lines, if you will look at the map very
carefully you will see that, they are little stub ends of lines, and it would not
make much difference whether it is the new criterion or the old.

But there are some lines, particularly in Saskatchewan, that are more or
less perpendicular to other lines where it would, I think, be preferable to have
the new criteria apply. In the law I see no reason why they should not apply.

Mr. REID: The second point I would like to raise, and Mr. Blair brought it
up, is the difference between the three year period before the commission goes
into a study of the Crownest pass rate, and the five year difference before they
start setting the other freight rates. Could you tell me if I am right in assuming
that, because the Crownest pass rates are going to remain the same, it is not
really necessary for the commission to have a period of time before doing its
cost analysis, whereas the railways will now be operating under completely

new circumstances and a certain period of time is required to build up the
necessary data.

Mr. PICKERSGILL: It might be as much as 18 months before any maximum
rate is established. Nobody is going to declare himself a captive shipper and ask
for a maximum rate until he has had a shot at the railway first.
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The railways themselves, I would guess—this is a sheer guess, I have never
asked—would prefer not to have maximum rates set if they could strike a
bargain with the shipper. My only hesitation in saying right off the cuff that I
would accept the three years suggested by the government of Saskatchewan is
perhaps there would not be much to review. That would be the only fear.

But we are looking at that point very seriously, and my own disposition is
to make is as short as possible. I think that in view of the misgivings that have
been expressed about the effect of this maximum rate, the sooner we can have a
meaningful review of it the better. If it is not affording protection, as has been
suggested by one or two members of the Committee, and there are shippers who
ought to be protected, then, I think, the sooner we know about it the better.

However, I have the impression, in relation to some things we discussed
earlier today, that some refinements that may be possible in the appeal
provisions also referred to by Mr. Blair may be more important in this field
than the maximum rate itself.

Mr. REp: Now, the other point is the bridge subsidy which concerns the
area I represent in northwestern Ontario. This is a subsidy which has nothing to
with our area—

Mr. PICKERSGILL: Just pretend that your area does not exist and I should
think that you would be awfully glad to see it disappear.

Mr. RE: I just wanted to clear it up. Now, one last question to Mr. Blair.
Would you say, Mr. Blair, that the province of Saskatchewan is satisfied with
the bill as it is presently drafted with the minor changes which are to be made,
of course.

Mr. Brair: Well, subject to the forceful comment which I hope I made on
clause 317, the antidiscrimination position, and subject, also, to the extreme
reservation that the province has about the operation of the maximum rate
formula, I think the province is very well pleased with the changes which have
otherwise been made in this legislation.

Mr. SoutHAM: Mr. Chairman, I would like to congratulate Mr. Blair on this
very adequate brief. I would also like to say that he depicts in general the even
temperament, I think, of the people of Saskatchewan when he presented this
brief. He eulogizes the good points and is very bland about the criticisms.
I was interested in the reference on page eight to permissible rather than
mandatory aspects of clause 314. Now, I am thinking of rail line abandonment
going back to what Mr. Pickersgill was saying a few minutes ago. I feel,
in areas where we do have segments of the railroad lines being considered
for abandonment, that we should have the same opportunity as we did under
the present legislation, namely to have a hearing. In other words, make this
mandatory rather than permissible. I think this would satisfy the people in
the general areas. I do not have to tell Mr. Blair or you people that I have heard
plenty of comment about this.

Mr. P1cKERSGILL: I would like to interject, if I may. I think I could express
my view even a little more forcefully than I did when the pools were before
you. I said at that ime that I had been very much impressed by what they said.
The impression has deepened since I have thought more about the subject. I
would go as far as to say that I think if every interested party requests a
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hearing it should be mandatory. I am not sure that we should say the
commission has to have a hearing. If it has to go through the formality of a
hearing, then no one objects at all. In one or two of these cases that may well
turn out to be.

Mr. SourHAM: I am glad to hear the Minister say that and I was just
wondering what Mr. Blair’s comments were in this respect.

Mr. BLAIR: I certainly agree, Mr. Southam. This is one of the suggestions
that we have made and cannot make too forcefully. It is a very serious matter
to have a line abandoned, and the government of Saskatchewan feels that where
anybody objects or wishes to comment on the effects of the abandonment they
should have the unquestionable right to be heard.

Mr. SouTHAM: Mr. Blair, do you in your opinion think that we have captive
shippers and particularly in Saskatchewan?

Mr. BLAIR: Oh, yes.

Mr. SoutHAM: Would you be prepared to suggest the coal shippers from
Bienfait and Estevan to Winnipeg and the head of the lakes might be in that
category?

Mr. BrLair: Well, Mr. Southam, they certainly are. I know you and I have
had many discussions about them; in the past. They are entirely dependent upon
the railways to take their product to market.

Mr. SoutHaM: Well, you have heard naturally the discussions and, no
doubt, the testimony of the various witnesses, particularly the railroads, stating
that they do not feel we have captive shippers. I think we can pretty well agree
that there are captive shippers. I am referring to Saskatchewan as an example
and, in particular, to the coal shippers from Bienfait and Estevan to Winnipeg,
Brandon and the head of the lakes—the lignite coal industry. It has to ship its
complete production over the C.P.R., which is the only line available.

Now, on page 11, I believe, you refer at the bottom of the page to an
interpretation of exactly what prima facie and public interest means are
required and perhaps it should be enlarged upon in the legislation. Mr. Blair,
with your wide experience would you like to give the Committee what your
interpretation or suggestion would be along this line.

Mr. BLAIR: Well, I must say speaking personally that I never like to see the
words “prima facie.” This creates the impression that you must make an
absolutely unanswerable case in order to enter the door.

The CHAIRMAN: You can tell Mr. Blair has not been doing much criminal
work in his practice.

Mr. Brair: I think the judges of our courts from time to time when they
have referred to words in the statutes such as “public interest” or “public
policy” have indicated that these are slippery words; they are hard to be
determined, to be defined, and hard to apply. There may be an element of
public interest to be determined or to be demonstrated where it might be shown
that a whole region is prejudically affected by a given rate, but in the view I
take of it this does not really meet the needs of an important shipper or an
important industry which is prejudically affected.
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Now, I have always followed the practice of not trying to redraft legisla-
tion, because this is an extremely difficult thing to do. But I should think that if
the words “public interest” are retained at all in this section they should be
given a much less important place than it has now where it really becomes the
sole and only test whether or not a shipper can claim relief.

Mr. SoutHAM: Thank you, Mr. Blair. I have been quite pleased with the
receptive attitude of our hon. Minister with respect to some of these sugges-
tions. I think as we examine witnesses like yourself and others if we can obtain
helpful suggestions from them as well as practical criticism, in time we can
incorporate them into this legislation when it is studied further and it will make
a better bill.

Mr. Brair: I would think in more detailed response to your question, Mr.
Southam, that the criteria which should govern the judgment of the commission
in the application of this section might be better stated somewhat as follows: to
consider the harmful effects, or the discriminatory effects, of any such rate in
relation to the interest of the shipper or the public interest or any other matters
which the commission thinks important.

Mr. PAScoE: Mr. Chairman, if I could just follow up a little bit further the
branch line abandonment, on page 5 the brief suggests an area approach with
regard to studying the lines which might be abandoned. Just how far would the
area approach be. Would you outline a little bit further in that regard? I have a
map here which shows the lines which might be abandoned.

Mr. Brair: Well, I think, Mr. Pascoe, without going into details of any
particular area, you can envisage a section of the province which now has
highways and now has a number of branch lines. It is our submission that if
there are applications for abandonment, they should not be considered solely in
relation to the operation of a single branch line but rather with the conse-
quences of abandonment of branch lines in the whole of that area. This
envisages that the commission might, for example, decide that it was preferable
to connect the lines of two competing railways in order to save money and to
make the movement more efficient.

Mr. PascoE: That is the point I wanted to bring out. Do you think your
brief is in favour of that.

Mr. Brair: Oh, very much so.

Mr. PASCOE: In the brief of the National Farmers’ Union, I think, it is
perhaps, along pretty well the same line as yours, the suggestion is that
parliament consider compensation payments on losses which will be suffered by
holders of rail-tied investments on abandoned branch lines. Rail-tied invest-
ments, I suppose, means elevators and probably stores and other business
places. Would your brief suggest that they have compensation?

Mr. BLAIR: We have not made a specific proposal in that regard which
would envisage the government of Canada, as it were, compensating people
other than the railways. Our proposal, I think, is broader than that Mr. Pascoe,
and it is that if, for example, the commission were to find that substantial
business and other investments were going to be prejudicially affected by the
abandonment of the line, the more preferable course would be not to abandon
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the line but to keep it in operation. This is part of the area approach and algo
part of the approach of concentrating attention on what are called the economic
and social consequences of abandonment.

Mr. Pascoe: That is what I was trying to bring out. Do you th.ink the
Saskatchewan government would be more concerned with keeping a line than
abandoning even the lines that are not on the frozen list up, until 1975.

Mr. BrLair: Well certainly its position is that no line should be abandoned if
the consequences should be such that a lot of people would be harmfully
affected.

Mr. Pascoe: On page 4 you state, regarding the national objective to be
achieved, “and so maintain a close watch over vital regional interest”. Do you
see any place where a regional interest might be in conflict with that national
objective?

Mr. Brair: I think the people in Saskatchewan who prepared the brief just
realize that it is a long way from Saskatchewan to Ottawa, and there may be a
tendency for problems to be viewed in a different light here from they would be
in our home province. What we are very anxious to have is some mechanism,
either by way of membership in the commission, or an advisory council which
would bring to bear the regional interest which might through pure inadvert-
ence be overlooked in a decision made by a commission located here.

Mr. PAscoE: Mr. Chairman, that leads up to my next question with regard
to the phasing out of the bridge subsidy as mentioned on page 12. The brief says
the bridge subsidy is important to certain prairie shippers and yet the govern-
ment says they are in favour of phasing this out. Do you see how phasing out
the bridge subsidy which now is $7 million a year affects prairie shippers, or
would affect them?

Mr. Brair: I think one group of shippers affected are ones which you know
personally, Mr. Pascoe, the product manufactured at Chaplin, Saskatchewan.
What is the product?

Mr. PAscoOE: Sodium sulphate.

Mr. Brar: This is a product which is shipped in bulk to eastern Canada
and it benefits extensively from the bridge subsidy. The very fact of the bridge
subsidy enables that product to be put into the eastern markets in a competitive
fashion. Ideally, I think, the government of Saskatchewan would like to see the
bridge subsidy continued in a perpetuity but if it is reduced by stages over a
period of three years it is felt that generally speaking shippers will be able to
adjust themselves.

Mr. PascoE: And raise prices to eastern purchasers?

Mr. BrAigr: I do not think it would ever be possible for them to raise prices
because the market prices of a lot of these commodities such as sodium sulphate
are established here and the full impact of increased transportation costs would
have to be borne by the producers.

Mr. PascoE: That is the point I was trying to bring out. I think that is
pretty nearly all the questions I have except to say I agree with the brief in
regard to standing costing procedures and we are attacking that in another way.
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Mr. CANTELON: I believe I am paraphrasing what you said when I say you
said something like this “It was impossible to assess the effect of the rate
formula as defined for captive shippers without disclosure of sufficient data for
adequate discussion.” Am I correct?

Mr. BrAIr: That is right.

Mr. CANTELON: Then, am I right in thinking the government of Saskatch-
ewan is quite satisfied to wait until the commission gets the figures. That
probably will be three years, in order to have any such problems satisfactorily
resolved?

Mr. BLAIR: The government of Saskatchewan joined with the governments
of the other prairie provinces and the Atlantic provinces in making very strong
representations to the government of Canada requesting the disclosure of cost
data. In an ideal situation it would be certainly preferable to have that cost data
available now. The government of Saskatchewan understands the reasons why
that cost data cannot be made available and therefore it is prepared to let the
legislation be tried, but, subject to the comment I made earlier that the review
of this formula should be undertaken earlier rather than later.

Mr. CANTELON: I believe you said something to the effect that there was a
five year time limit and Saskatchewan is suggesting it be three years instead of
five?

Mr. Brair: That is right.

Mr. CanTELON: I will certainly go along with you on that, if we cannot get
the information. This disturbed some of us because we know the freight
committee, or whatever you call it, was able to get information from retailers as
to exactly what their costs are and yet we cannot get it from the railway. We
cannot see why there is this discrimination.

Mr. Pascok: Just one question I forgot to ask: Mr. Blair, you said this brief
was prepared by the government of Saskatchewan; the Saskatchewan Ass-
ociation of Rural Municipalities; the Saskatchewan Association of Urban
Municipalities and the Saskatchewan Federation of Agriculture. This pretty
well then represents their views does it.

Mr. BraAIr: Yes, it does.
Mr. PASCOE: Quite fully?

The CHAIRMAN: Well it says on the first page—
Mr. PASCOE: Yes, I see that; I just wanted to put it on record.

The CHAIRMAN: I want to take this opportunity to thank Mr. Blair for being
with us for a second day this week and giving again a very precise brief and a
precise comment. The short questioning shows, again, that the committee pretty
well understood your representations Mr. Blair. The Committee will stand
adjourned until tomorrow afternoon at 3.30 for a very short brief from Mr. Gil
Molgat the leader of the opposition in Manitoba.
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APPENDIX A-21

SUBMISSION

of the
CANADIAN INDUSTRIAL TRAFFIC LEAGUE

to the
PARLIAMENTARY COMMITTEE

on the contents of
BILL C-231 (1966)

Mr. Chairman and Members of the Standing Committee on Transport and
Communications.

The Canadian Industrial Traffic League (Inc.) is a national organization
expressly serving the transportation interests of its members. We have approxi-
mately 1200 members across Canada.

The efficient and economical transportation of goods and persons on behalf
of their firms is the main responsibility of traffic management personnel. This
Submission contains the views and opinions of those who directly pay the
freight charges to the Canadian carriers on behalf of their companies.

This Submission by the League is being made on the understanding that
nothing contained herein shall be deemed to abridge the rights of the League’s
individual member companies to make other or separate submissions elaborat-
ing hereon or differing herefrom the views expressed in this submission.

Since 1916 it has been the endeavour of the League at all times to
co-operate with the Federal and Provincial Regulatory Bodies, Royal Com-
missions, Transportation Companies, and other organizations interested in the
promotion, conservation, and protection of a sound national transportation
industry.

Our Submission with respect to the contents of Bill C-231 (1966) will
follow the same order as shown in the said Bill.

Clause 3. Par. (d)

This paragraph, under its present wording would include any work or
undertaking for the transport of passengers or goods by motor vehicle and, of
course, would cover private operators of motor vehicles carrying their own
goods. We are of the opinion that it is intention of the Act to regulate only
carriers of passengers or goods ‘“for hire or reward”. Heretofore the regulations
envisaged in this Act have not applied to private operators carrying their own
goods. Such private operators, were and are subject to regulations governing
public safety, license plate fees etc.

Furthermore, it seems apparent from Clauses 30-35 of Bill C-231 that their
application is intended to apply to carriers serving “public convenience and
necessity’”’ and not to private carriers.

We recommend, therefore, that the words “for hire or reward” be added to
par. (d) of Clause 3.
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Clause 44. Section 317 (1)

This clause repeals the sections of the Railway Act which prohibit undue
preference and unjust discrimination. We are generally in accord with the
removal of restraints which hamper the railways in meeting competition, but,
we think the proposed amendments go much further than enabling the railways
to meet competition. This action would permit a situation which could be
seriously detrimental to some shippers if the railways were left free to publish
any rate or condition irrespective of their effect on certain industries or
localities. Our members are greatly concerned that the railways may be
permitted, under the law, to possibly practice unjust discrimination without
recourse of appeal. The proposed S.317 (1) does not, in our opinion, provide a
satisfactory safeguard for a shipper or locality who may suffer unjust treatment
by the railways.

Under the proposed new S.317 (1) it is necessary to make a “prima facie”
case that the public interest has been prejudicially affected before the Com-
mission may grant leave to appeal. The critical question here is, does unjust
discrimination against a shipper or locality make a “prima facie” case of
“prejudicially affecting the public interest”?

We recommend that S.317 (1) in clause 44 be amended to give leave of
appeal to the Commission to a shipper or locality—or that “public interest” as
used in this subsection be defined to include the interest of shippers and/or
localities.

Clause 45 (9) S. 319 (9)

This new subsection states that where a railway company provides facilities
for the transportation by rail of motor vehicles or trailers operated by any
company under its control, it shall offer to all companies operating motor
vehicles or trailers for hire or reward, similar facilities at the same rates and on
the same terms as those operated by the company under its control.

This subsection does not make any provision for the carriage of similar
equipment owned and/or operated by a private company. The development of
the motor vehicle trailer and containers capable of interchange between differ-
ent modes of transport is now a recognized technique in transportation. Due to
its flexibility and economy it is also being used by private carriers. We believe
that this equipment when used by the private carrier or shipper, should be
carried by the railways on the same basis as similar equipment for the “for
hire” carriers. We recommend that subsection (9) of Section 319 as covered by
Clause 45 be amended accordingly.

Clause 52 S. 333 (2)

We believe the 30 days notice on increases in rates should be retained. In
most industries in Canada price lists are effective for 30 days or longer, and 10
days does not allow sufficient time for price adjustments due to freight rate
increases. We believe that 30 days notice for increases in rates is reasonable and
recommend that this subsection be amended accordingly.

Clause 53 S. 336

This Section covers the matter of rates on so-called “Captive” traffic. We
respectfully submit that the statutory rates as covered by subsections (2), (3),
and 5 (b) should not be enacted.
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Our reasons are as follows:—

1. The bases used in ss (2) and 3(c), also the formulae in 5 (b) are too
uncertain and rigid, and do not take into consideration some of the
most important factors which have a bearing on freight rates such as
type of commodity, density, value, loading characteristics ete.

2. These bases and formulae cannot be changed except by Act of
Parliament. We believe it would be most undesirable to have to pass
an Act of Parliament in order to make necessary changes in freight
rates.

3. We believe the fixing of freight rates—whether on ‘“captive” traffic or
otherwise requires the application of judgment, after all relevant
factors have been investigated and considered.

We, therefore, recommend that Section 336 be amended as follows:—

1. Subsection (2) be ended at the 32nd. line of page 42 after the words
“fix a rate”.

2. Subsection (3)—delete paragraph (c) of page 43.
3. Subsection (5)—delete paragraph (b).

By making the above amendments, this would leave the matter of fixing
rates on so-called “Captive” traffic in the hands of the Canadian Transport
Commission which will have all the data and facilities to consider and assess all
relevant factors and render a proper judgment in the fixing of rates for this
traffic.

Respectfully submitted,
Canadian Industrial Traffic League (Inc.)

TRANSPORTATION POLICY FOR CANADA

Introductory Statement

The Canadian Industrial Traffic League Inc., a National organization of
industrial and Commercial managers of traffic and distribution, is dedicated to
and concerned with the efficient and sound economical transport and distribu-
tion of goods and persons. The Policy is based on general principles and
expresses the collective convictions of the members of the League. It has been
prepared for the information and use of the membership at large, without
prejudice to the interest of any individual member. The League endeavours to
act consistently but will not hesitate, when necessary, to add to, modify or
delete statements of policy in the light of changes in law or circumstances of
transportation.

General Statement of Policy

The League supports all movements, actions, engineering and technical
advances that contribute to providing efficient transportation facilities and
services adequate for the general economy of the Nation. It supports: 1)
competition among all types of carriers so that the advantages of each may be



2234 TRANSPORT AND COMMUNICATIONS November 1, 1966

achieved 2) rates to be free of regulatory control save for captive traffic and 3)
tariffs to be made available by all common carriers. Where there is no
alternative to providing transportation assistance except through statutory rates
or charges involving subventions, the cost should be borne by the national
and/or provincial treasury.

Government Ownership vs Private Enterprise

The League firmly believes in the principle of free, private enterprise in the
transportation industry as the best method of obtaining efficient and progressive
transportation. ;

Government ownership of transportation equipment and facilities should be
limited to those instances relating to national development and pioneering
where private enterprise cannot serve because of high initial and development
costs.

Free Enterprise and Competition

The League believes that the free enterprise system is the most effective
way to bring about increased productivity, rapid technical advances and the
greatest opportunity for the greatest number of people. This system must
recognize the right to fail, otherwise it is subject to undesirable restraints.

Rate Making and Publication

Shippers and carriers should be free to negotiate rates, terms and condi-
tions subject to the observance of regulations such as those respecting registra-
tion, safety and dangerous goods. All tariffs of rates, terms and conditions for
common carriage should be made available.

Rate Control

Except for captive traffic, the regulation of rates by a government agency
should be discouraged.

Statutory Rates or Charges Embracing Subventions

When economic, geographic or other conditions exist in certain sections of
Canada, which in the national or provincial interest require special treatment,
the cost of transportation or burden thereof should not be placed on the carriers
and thus passed on to users or buyers of transportation services. The difference
in cost or charges between the determined, normal, reasonable rates and the
statutory or subvention rates or charges should be borne by the national and or
provincial treasury, in such a fashion as not to distort the basic freight
structure.

Charges for Government Facilities

Whenever practicable, the costs of building, operating and maintaining any
transportation facility provided by government should be met by fair and
equitable charges paid by those benefiting from such facilities, except as
provided under the previous item of this policy.

Interprovincial and International Regulations

The League believes that the federal government should regulate inter-
provincial and international common carriers in the areas of public safety,
uniform documentation and liability.
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Complete Transportation service by Carriers

The League believes that any carrier principally engaged in a given type of
transportation service should be free to engage in any or all other types of
transportation for the purpose of providing an integrated transportation
service.

Private Carriage

The League upholds the right and freedom of any enterprise to operate its
own transportation facilities, subject to federal and provincial laws or regula-
tions respecting registration, safety and dangerous goods.

Right of Appeal

There should be available to shippers Appeal Boards, such as the Board of
Transport Commissioners for Canada, for the hearing and arbitration of griev-
ances.

AS ADOPTED BY THE 49TH ANNUAL GENERAL MEETING MONTREAL,
QUEBEC-FEBRUARY 23RD, 1965.
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APPENDIX A-22

Submission by
THE GOVERNMENT OF THE PROVINCE OF SASKATCHEWAN

to
THE HOUSE OF COMMONS STANDING COMMITTEE
ON TRANSPORT AND COMMUNICATIONS

on matters to be considered in Bill C-231

INTRODUCTION

Bill C-231 replaces original Bill C-120, and like Bill C-120 originated as the
result of recommendations of the report of the Royal Commission on Trans-
portation.

Bill C-120 was defined as: .
“An Act to amend the Railway Act, the Transport Act and the Canadian
National Railways Act, and to repeal the Canadian National-Canadian
Pacific Act.”

Its purpose was:

“To give effect generally to these recommendations so far as the Railway
Act is the appropriate place to do so.”

As a comparison, the new Bill C-231 is defined as:
“An Act to define and implement a national transportation policy for
Canada, to amend the Railway Act and other Acts in consequence thereof
and to enact other consequential provisions.”

Bill C-231 is mainly distinguishable from the original Bill in that it
establishes the ground work for:
“A national transportation policy, to spell out the objectives of that
policy and provide the necessary statutory provisions for the achieve-
ment of these objectives.”

The legislation contained in Bill C-231 is a vast improvement over that
incorporated in the original Bill C-120, and stems largely from recommenda-
tions by the provinces and organizations submitted to the federal authorities.
The federal authorities recognizing that there were short-comings in the original
Bill, invited criticism from governments and provincial organizations and were
quite receptive to representations made to them. This is evidenced in the
contents of the new legislation where many of the suggested amendments have
been incorporated.

SASKATCHEWAN’S VIEWS ON BILLS C-120 AND C-231

The following submission outlines the main issues commented on in a
policy statement of the Government of Saskatchewan on original Bill C-120
which was submitted to the Government of Canada in February, 1965, and
compares the relevant legislation contained in Bill C-120, with that of the new

Bill C-231.
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1. Rail rationalization and the abandonment of uneconomic branch
lines.

Crows Nest Pass and associated rates.

. Unjust discrimination and undue preference.

The bridge subsidy.

Costing procedures.

6. Maximum rate control.

Ol oW N

In addition to the above issues, the introduction of a National Transpor-
tation Policy and its objectives, which Saskatchewan feels is a first important
move towards achieving major goals in Canada’s broadly dispersed transporta-
tion network, is commented on first.

National Transportation Commission (Sections 2 to 20, Bill C-231)

Bill C-231 is referred to as the National Transportation Act, and provides
for the establishment of a National Transportation Commission which will
replace the three existing agencies of:

1. Board of Transport Commissioners.
2. The Air Transport Board.
3. The Canadian Maritime Commission.

Provision is made for staff members on these commissions, with an
authorized membership of thirteen, to be transferred to the new commission.
The addition of four new members will bring the total membership up to
seventeen. Additional agencies to this commission are to include extra-provin-
cial commodity pipe lines, and extra-provincial motor vehicle transport. It is
proposed that the new commission will operate through a series of sub-commis-
sions or committees specializing in individual types of transport. In addition,
special committees are to be provided for to deal specifically with road, air, rail,
marine and pipe line transportation activities.

Saskatchewan is vitally concerned with the composition of the membership
on this commission, particularly with reference to matters dealing with railway
problems. Saskatchewan is concerned in the manner in which many of the
objectives are to be achieved. For instance, how will the national objectives be
achieved and still maintain a close watch over vital regional interests? One way
might be to establish an advisory committee composed of membership from
provincial organizations which would act through the provincial government to
provide a vital avenue of information to the federal authorities or the commis-
sion on the extent of matters vital to regional development. One way of
facilitating this, as outlined by Premier Thatcher in Saskatchewan’s policy
statement of 1965, would be through the establishment of a regional office by
the commission, preferably in Regina.

It is essential, however, that in view of full consideration of regional
interests, the overall national interest be the predominant major objective. This
can best be accomplished through an informed commission membership fully
competent to appraise the major issues and having confidence of all parties

concerned.
25085—5
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The Government of Saskatchewan, therefore, requests that the means of
achievement of the national interest, with due consideration of regional inter-
ests, be spelled out in the Act.

Rail Rationalization and the Abandonment of Uneconomic Branch Lmes
(Section 314A to 314H, Bill C-231)

In the policy statement submitted by the Province of Saskatchewan,
February, 1965, it was emphasized that rail rationalization was not merely the
abandonment of uneconomic branch lines, but the more efficient utilization of
existing rail plant. It would appear that Bill C-231 utilizes this kind of
approach. In general, Bill C-231 emphasizes the concept of rationalization in
examining the whole question of uneconomic branch lines. Also, the area
approach method of studying lines is introduced along with considerations of
public interest and the provision by the new commission of broader powers to
make general recommendations on the whole question of making necessary
adjustments with the least social upheaval. ;

Briefly, the following items illustrate what Bill C-120 failed to provide in
dealing with the question of rail abandonment. In general, these shortcomings
have been recognized in the new Bill.

1. An authority with over-riding power to act independently of outside
influence and responsible only to parliament. Bill C-120 placed the
authority in a position of secondary importance.

2. Bill C-120 failed to place major emphasis on social and economic
consequences of abandonment. In its original form, the only criteria
for abandonment were railway operating results. For example, if the
railway showed an operating deficit, the line was to be classified as
uneconomic and would be automatically abandoned, the timing only
of which was to be determined by the authority.

3. No abandonment should take place without a hearing unless agreed
to by all parties. Under Bill C-120 a hearing may have been held at
the discretion of the authority. Hearings were permissive rather than
mandatory.

4. A regional approach to abandonment and rationalization requires
that all lines be studied. Bill C-120 required a study of only those
lines that the railway submitted for abandonment and that each line
was to be considered in isolation.

5. Bill C-120 made no provision for the initial transitional period with
respect to community losses and costs resulting from loss of rail
service. Reference was made to public interest only when fixing the
date of abandonment of a line.

6. Bill C-120 made no provision for re-assessing railway costs follow-
ing complete rationalization of plant. Railway costs under the pres-
ent operating system would not be a fair assessment of savings
consequent on abandonment.
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As compared with the above shortcomings inherent in Bill C-120, the new
Bill spells out, in detail, matters to be considered by the commission when:
studying the question of abandoning uneconomic branch lines as follows: : ;

“1. the actual losses that are incurred in the operation of the branch line;

2. the alternative transportation facilities available or 11ke1y to be
available to the area served by the branch line;

3. the period of time reasonably required for. the purpose of adjusting
any facilities, wholly or in part dependent on the services provided
by the branch line, with the least disruption to the economy of the
area served by the line; \

4. the probable effect on other lines or other carriers of the:abandon-
ment of the operation of the branch line or the abandonment of the
operation of any segments of the branch line at different dates;

5. the economic effects of the abandonment of the operation of the
branch line on the communities and areas served by the branch line;

6. the feasibility of maintaining the branch line or any segment thereof
as an operating line by changes in the method of operation or by
interconnection with other lines of the company;

7. the feasibility of maintaining the branch line or any segment thereof
as an operating line either jointly with or as part of the system of
another railway company by the sale or lease of the line or segments
thereof to another railway company or by the exchange of operating
or running rights between companies or otherwise, including where
necessary, the construction of connecting lines with the lines of other
companies, and

8. the probable future transportation needs of the area served by the
branch line.”

In considering the cause and the effect of rationalization Section 314C (1)
appears to indicate that public hearings for users are permissible rather than
mandatory.

In view of the obvious improvement of Bill C-231 over Bill C-120 on the
question of rail rationalization, the new legislation would gain valuable confi-
dence from users and other interested groups by insisting on public hearings.

This is not to say that public hearings should be held for each line proposed
for abandonment. Adequate safeguards would be provided if one public hearing
was held on each area examined at which views would be heard from users
whether either directly or indirectly affected.

Similarly, the question of public hearings is critical in the determmatlon of
principles, approaches, techniques or procedures of costing branch line opera-
tions. Saskatchewan continues to request that a careful review be made of the
procedures used by the railway in determining the operating loss of a branch
line. This would have reference to division of costs between on-line and off-line
portions of movements, and other costing and operational considerations:

Finally, it would appear that Bill C-231 is an improvement:over Bill C-120-

inasmuch as the special rationalization agency or authority :which iwas réeferred
25085—53



2240 TRANSPORT AND COMMUNICATIONS November 1, 1966

to in Bill C-120 has been dropped in favour of a special committee within the
new national commission. This suggests that rail lines will not be examined in
isolation with other transportation media, but that all regional effects of rail
abandonment on other transportation media will be considered in arriving at
decisions.

Crows Nest Pass and Associated Rates (Sections 328 to 329A, Bill C-231)

The Government of Saskatchewan, in its policy statement of February,
1965, strongly supported the principle of maintaining export grain rates at the
current level as an instrument of national policy under the control of Parlia-
ment. Bill C-120 authorized the Minister of Finance to compensate the railways
for any shortfall in the variable costs of moving western grain to export
positions, plus a fixed contribution to overhead.

In this regard, the Government of Saskatchewan was not satisfied that
there was an actual out-of-pocket loss on the movement of export grain, and
recommended that prior to any decision to pay the railways a fixed sum of
money, a complete review of costs of moving export grain be carried out. If,
after these actual costs had been determined and, if in the event there was an
actual out-of-pocket loss on the movement of export grain, the Government of
Saskatchewan would support a policy of subsidizing the railways to compensate
them for such loss.

The Government of Saskatchewan, however, opposed, without reservation,
any payment by the federal government towards constant costs of moving
western grain to export positions, and consequently recommended in their
policy statement that any referece to constant costs on export grain movement
be deleted from the legislation contained in Bill C-120.

Bill C-231 guarantees the maintenancs of the Crows Nest rates and related
rates on a statutory basis. It makes no reference to immediate subsidy payments
on the movement of export grain. The Bill, however, states that the commaission
shall inquire, within three years, into the revenues and costs of moving export
grain and grain products at which time the commission will then be in a
position to recommend assistance to the railways if losses are proven. The
Government of Saskatchewan considers that this disposition of this wvital
question is sound and acceptable.

The “At and East” rates on the rail movement of export grain to Eastern
ports from inland lake points, are to be maintained at the level applicable as of
November 30, 1960. Only after it is proven that these rates are non-compensato-
ry will a payment be made to the railways on the difference between revenues
received from the movement and the revenues the railways would have
received had the rates been compensatory. This policy Saskatchewan supports.

Unjust Discrimination and Undue Preference (Section 317, Bill C-231)

Except for telephone, telegraph and passenger rates, Bill C-120 removed
from the Railway Act all reference to unjust discrimination, undue preference
and just and reasonable rates. Saskatchewan disagreed with this. The provincial
government recommended that a route of appeal to the Board of Transport
Commissioners should be maintained in the Railway Act so that any shipper
whether in a group or individually would have access to a common market free
of any form of discrimination.
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In this regard the Government of Saskatchewan recommended that Sec-
tions 317 and 319 be retained in the Railway Act. The New Act makes provision
in section 317 that:

“Any person, if he has reason to believe that any act or omission of one
or more railway companies, or that the result of the making of rates
pursuant to this Act after the commencement thereof, may prejudicially
affect the public interest in respect of tolls or conditions of carriage of
traffic, may apply to the Commission for leave to appeal the act, omission
or result and the Commission, if it is satisfied that a prima facie case has
been made, may grant leave to appeal and may make such investigation
of the act, omission or result as in its opinion may be warranted.”

As the above quote states, there is protection relating to discrimination in
rate making. An interpretation of exactly what prima facie and ‘“public
interest” mean is required and perhaps should be enlarged upon in the Act.
Saskatchewan feels that the road to appeal perhaps should not be thrown wide
open to all those who may desire to take this action. This would result in the
inevitable flooding of the commission by complaints—some perhaps unjustified.
On the other hand, however, the road to appeal should not be so restricted as to
prohibit those who have a genuine need for appeal. Saskatchewan feels that
more interpretation should be provided on the precise meaning of Section 317
(1), and that an assurance should be given in this section that any bona fide
claim against harmful discrimination can be brought before the commission.

The Bridge Subsidy (Sections 468 and 468A, Bill C-231)

Bill C-120 recommended immediate remové6al of the bridge subsidy. In its
policy statement of February, 1965, however, the Government of Saskatchewan,
recommended the retention of the bridge subsidy. This decision was made in
view of the importance of keeping heavy loading minerals, and other heavy
loading commodities, competitive in Eastern Canada markets. Subsequently,
however, the Government of Saskatchewan was receptive to the federal gov-
ernment’s proposal of phasing out the bridge subsidy over a period of three
years. The federal government’s decision here is based largely on recognition of
the fact that the bridge subsidy is important to certain prairie shippers, and is
thus willing to have this subsidy phased out over a period of time.

Bill C-231 provides for the repeal of the bridge subsidy over a three year
period. Saskatchewan has no quarrel with this, recognizing that conditions have
changed in the bridge area of Northern Ontario. More traffic is now generated
from this area than was the case in 1951-52 when the bridge subsidy was
introduced, thus considerably reducing the need for the subsidy.

Costing Procedures (Sections 387 to 387C, Bill C-231)

Bill C-120 recognized that the recommendation by the Royal Commission
on Transportation revising costing procedures would have to be developed by a
regulatory authority. The Government of Saskatchewan reiterated in its 1965
policy statement that it was not satisfied with the grain costing study carried
out by the Royal Commission on Transportation; nor was it satisfied with the
study carried out by the railways. Saskatchewan strongly supported develop-
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ment of newsand-improved standard costing procedures. These procedures were
to be established, in the view of Saskatchewan, not only for the movement of
commodities such as export grain but, as the bulk of traffic on prairie branch
lines is export. grain, would also have direct application in the determination of
whether or not a branch line of railway was operating at a loss. Saskatchewan
took the view that public hearings by the Board of Transport Commissioners to
establish the fundamental principles, or procedures of costing, should be held at
which all interested parties would be heard.

Bill C-231 provides for determination of costing procedures by the new
commission, after which the commission may receive submissions and conduct
hearings on these procedures. Saskatchewan, however, holds to the view that
when costing procedures are being reviewed all interested groups must be given
a hearing on this very vital aspect of the legislation.

Maximum Rate Control (Section 336, Bill C-231)

This phase of the legislation incorporated in Bill C-120 was very conten-
tious and remains contentious in Bill C-231. Maximum rate control was meant
to provide protection in the form of a rate ceiling which non-competitive rail
traffic could not exceed, and also to allow the railways greater freedom in rate
making. :

There are to main aspects of this: first, a definition of what comprises
non-competitive or: captive traffic; and secondly, what comprises a fair contri-
bution to the railways in terms of a fixed minimum weight.

Bill C-120 defined non-competitive or captive traffic as a movement where:
“There is no alternative practicable route and service by common carrier
other than a rail carrier or carriers or combination of rail carriers.”

The term “practicable” was interpreted by Saskatchewan in its policy
statement as meaning economic and, therefore, would have to be replaced by
the term “economic”.

Bill C-120 proposed that maximum rates be based on two hundred and fifty
per cent of variable costs at a minimum loading of thirty thousand pounds. Both
the definition of captive traffic and the formula for determining what level the
maximum rate should be was entirely unsatisfactory to the Government of
Saskatchewan.

In its policy statement, Saskatchewan recommended implementation of
maximum rate control on the basis of the following:

(a) “That captive traffic be defined as traffic that cannot make an
economic movement by any other carrier; that the word “practi-
cable” in the definition of captive traffic be replaced by the word

“economic”, to read as follows-—There is no alternative economic
route and service. . .

(b) That because cost per 100 pounds decrease with increased loading, a
uniform proportional contribution to overhead should be applied to
actual variable cost of moving various minimum weights.”

Assessing the impact maximum rate control would have on Saskatchewan
shippers, Saskatchewan, along with other provincial governments and experts,
recognized that there was a need to cost rail operations as they applied to actual
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movements in Canada. An attempt was made in the interim to obtain these
costs. All efforts, however, failed because meaningful data were not provided by
the railways. The provincial experts and consultants concluded that until actual
cost data were obtainable, all efforts to solve the problem would be futile.

The federal government authorities, during the interim, were aware of the
problem faced by the provinces, and accordingly approached the railways in an
effort to persuade them to provide the needed cost data. Subsequently, the
railways did provide certain selected data. It was immediately recognized that
any relation between the data supplied by the railways and actual costs
experienced would be pure conjecture, in that the supporting data associated
with actual costs of movements were not available. Because of this, it was
concluded that it was impossible to assess the actual effect to the formula in
terms of maximum rate levels or to propose alternative formulas which would
be more realistic and fair from the standpoint of shippers.

Bill C-231 defines a captive shipper as one:
“for which in respect of goods there is no alternative, effective and
competitive service by a common carrier other than a rail carrier or
carriers or a combination of rail carriers . ..”

Inasmuch as “effective” and “competitive” replace the word “practicable”
as used in Bill C-120, Saskatchewan feels that the definition of captive shipper
is improved upon. With regard, however, to fixed contributions to overhead
based on minimum loading, Bill C-231 shows very little improvement over that
contained in Bill C-120. In this instance, the only difference between the two
Bills is that the basic minimum of 30,000 pounds in Bill C-120 allowed slight
reductions in cost to the shipper in blocks of 10,000 pounds upwards, whereas
Bill C-231 modifies the original proposal by employing blocks of 20,000 pounds
and up. As a consequence, the benefits of heavier loading may be more difficult
for the captive shipper to achieve. It is quite probable that most shippers who
would qualify under the captive status would lie between the 30,000 pounds and
50,000 pounds minimum weights. If this is the case, very little protection, if any,
would be forthcoming to the captive shipper under Bill C-231.

Saskatchewan takes the unalterable stand that adequate cost data must be
made available by the railways to the proper authorities, on a confidential basis.
Otherwise very little value will be gained in proceeding towards resolving the
problem of maximum rate control.

Particularly will this be necessary in the case of shippers now covered by
class rates. With the repeal of these rates, some mechanism must be constructed
which will ensure fair treatment for former class-rate shippers (see Section 332
of the Railway Act).

Saskatchewan further recommends that provision be made to identify those
shippers, particularly those in the West who are handicapped by distance, and
who now qualify under the Freight Rate Reduction Act. Presumably, these
shippers will require certain protection.

Saskatchewan would be desirous of incorporating the above into the Act on
the premise that revisions will be made at a later date to determine whether or
not there has been any shifting in railway costs and also to determine what
traffic, if any, has been either subtracted from, or added to that qualifying
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under the captive definition. It is quite possible traffic now qualifying under the
captive status would, in a few years, due to certain technological changes in
transportation, cease to be captive.

Since essential cost information is not now available but will become
available after the new commission commences operations, the Province of
Saskatchewan believes that the proposed maximum rate formula should be
reviewed by the commission at the earliest possible time and not more than
three years after the coming into force of the Act, rather than the five year
period specified in Section 336 (16).

Other Matters Not Specifically Referred to in the Saskatchewan Policy State-
ment of February, 1965

Passenger Services (Sections 314 I and 314 J, Bill C-231)

In Bill C-120 provision was made for passenger services to be automatically
abandoned on the basis of losses incurred. Bill C-231, however, has modified this
stand inasmuch as passenger operation will be dealt with in the same manner as
branch lines. The new legislation provides that passenger services will be
rationalized on the basis of need and that the new commission may provide for
the continuation of passenger service where the public interest requires it. The
payment of subsidies to the railway to cover losses experienced by the operation
of passenger services, that are deemed necessary for the public good, will be
mandatory and continued as long as the service is required.

Even though Saskatchewan expressed no official view on this in its policy
statement of 1965, the province feels that the new legislation is a vast
improvement over that contained in Bill C-120 covering passenger services, and
as such, gives its full support.

General Subsidy (Section 469, Bill C-231)

In line with the recommendations of the report of the Royal Commission
on Transportation, Bill C-120 set out three distinct and separate subsidy funds
to be paid as follows:

1. On account of uneconomic branch lines;
2. On a declining scale to offset uneconomic passenger services;
3. Fixed amount paid on account of export rates on grain.

This method of subsidizing the railways was objected to by the Province of
Saskatchewan.

Saskatchewan took the view in its policy statement that it opposed any
payment by the federal government on account of any one commodity move-
ment or for any fixed purpose such as that related to branch line abandonment
and passenger services. Saskatchewan realized that, on the basis of arbitrary
assumption, it would be nearly impossible to determine what may be considered
a fair contribution to constant cost by any single commodity movement. The
Government of Saskatchewan, however, believes that if the Canadian railways
require additional revenues periodically, to cover total costs including a fair
return on investment, a subsidy to the railways may be necessary.

In this respect, Saskatchewan is entirely in agreement with the legislation
contained in Bill C-231, whereby the three special subsidy funds have been
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discarded and a single fund has been set up to provide for a transitional subsidy
to the railways at the present level of railway subsidy payments commencing in
1968 and declining at a rate of 12} per cent of the present subsidy each year.
This will provide the commission with greater flexibility in allocating funds to
the railways as required.

Bill C-231 makes provision for the new commission to recommend to
federal authorities that subsidies be paid to the railways to cover losses on
passenger and uneconomic branch line services which the commission feels
should not, in the public interest, be abandoned. Saskatchewan is in full
agreement with this.

As an added recommendation, Saskatchewan suggests that an annual
accounting be made on the dissipation of payments from the general fund to the
railways and on the annual progress made by the commission towards rational-
izing the railway problem.

Disposition of Unprotected Rail Lines (Sections 314 F to 314 H, Bill C-231)

Saskatchewan is faced with the prospect of the possible abandonment of
slightly over 1,000 miles of unprotected rail lines—that is, rail lines that are not
guaranteed to 1975. The question arises, are these lines to be disposed of under
the narrow terms of the present legislation (Section 168 of the Railway Act)
governing the abandonment of uneconomic rail lines or will procedures under
the new legislation (Bill C-231) presently before the House apply?

While it might not be practical to consider these abandonment proposals
within the complete procedural framework of Bill C-231 only the most compel-
ling reasons should justify disposal under the present Section 168. In any such
cases, Saskatchewan feels that due consideration should be given to the costs of
dislocations during the readjustment period that would result from actual
abandonment.

In the event that the unprotected lines are considered outside the scope of
Bill C-231, Saskatchewan is most concerned as to the manner in which these
lines will be considered and strongly recommends that Section 314 H be used to
ensure full economic and social considerations apply to those areas served by
the unprotected lines as would be the case if these abandonments took place
under provisions outlined in the new legislation.

SUMMARY

) With respect to Bill C-231, Saskatchewan is of the opinion that the
legislation outlined in this Act is a definite improvement over the legislation
contained in Bill C-120.

2. With respect to the main issues in Saskatchewan’s policy statement in
February, 1965, the legislation in the new Act on rail rationalization and the
abandonment of uneconomic branch lines, Crows Nest Pass and associated rates,
the bridge subsidy, and costing procedures, correspond closely with the views
expressed by Saskatchewan.

) 3 'Sask'atchewan feels that the item in the legislation dealing with unjust
discrimination and undue preference requires considerable clarification. Sas-

l:\atchewan wants adequate protection against discrimination retained in the
ct.
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4. With reference to the question of maximum rate control, no useful
conclusion can be achieved unless and until the railways agree to provide
adequate cost data. The operation of the maximum rate formula should be
reviewed in not more than three years.

5. There seems to be no reason why the railways could not make cost data
available to the commission on a confidential basis. As a consequence resulting
findings would be more likely to be accepted by all parties concerned. The fears
now expressed by the railways as to the confidentiality of their cost data would
be alleviated and in all probability would result in the railways co-operating
with the authorities by releasing the data.

6. The proposal to set up a National Transportation Commission is a good
one and should provide the machinery for rationalizing all transportation media
with due reference to costs and service needs. The results would be greater
efficiency in transportation services with consequent benefits to the nation as a
whole.

7. Saskatchewan feels that the new proposed National Commission should
have a membership that is capable of defining and rationalizing the major
issues in transportation, both regional and national, so as to achieve optimum
utilization of Canada’s transportation resources. The commission must be able to
maintain the confidence of all parties concerned, both regionally and nationally,
if it is to obtain the necessary co-operation and function effectively.

8. Inclusion of extra-provincial truck and pipeline movements as added
responsibilities for the new commission is practically essential if full benefits
are to accrue to Canada from a better integrated national transportation system.

9. Saskatchewan currently has slightly over 1,000 miles of unprotected lines
that are possible candidates for abandonment. In the event that these un-
protected lines are considered outside the scope of Bill C-231, Saskatchewan
strongly recommends that full economic and social considerations apply to those
areas served by the unprotected lines as would be the case if these abandon-
ments took place under provisions outlined in the new legislation.

10. Finally, Saskatchewan, recognizing that transportation in Canada is not
a regional matter only, but one of national importance, highly commends the
Government of Canada for its efforts towards meeting the transportation needs
of all areas of the country. All efforts will be extended by the province towards
assisting federal authorities in obtaining co-ordinated viewpoints from all
organizations in Saskatchewan, and also towards providing direct assistance
through continued co-operation with the federal authorities in arriving at
solutions to the remaining contentious phases of the legislation.

All of which is respectfully submitted this 1st day of November, 1966.

GOVERNMENT OF THE PROVINCE OF SASKATCHEWAN.
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APPENDIX A-23

ESTIMATE OF A “FIXED RATE” UNDER PROPOSED SECTION 336
OF THE REVISED RAILWAY ACT (C-231) FOR THE MOVEMENT OF IRON
ORE ON THE Q.N.S. & L. FROM MILE 224 TO MILE 8
OF THAT RAILWAY

COST STUDY

I. The study is concerned with establishing the variable costs, including
variable capital costs such as might be produced under the regulations to be
made by the Commission and the analysis of these costs to produce the “fixed
rate” contemplated in Section 336.

For purposes of the study variable cost, operating or capital, is defined as
being cost directly traceable to the addition of the proposed traffic, in the
volume given, to a given traffic pattern of the Q.N.S. & L. or conversely the
reduction in expense traceable to the subtraction of the proposed traffic from a
given total traffic pattern of the Q.N.S. & L. in both cases on a long term basis.
Thus variable cost becomes definable as long term marginal cost.

It is quite possible that variable costs as seen by the Commission might
exceed long term marginal costs and this would likely be the case if elements of
“fairness” or “justice” became involved in the allocation of costs not of a
marginal character. Thus it might be considered “just” that if the added traffic
causes wear and tear on rails the variable cost should include not only the cost
of such wear and tear but also an allowance for some portion of interest on the
capital investment in rail; regardless of the marginal cost dictum that since the
rail investment has already been made and will not be enlarged by the added
traffic no such allowances for interest should be made.

' The costs and the deduced fixed rate resulting from this study should be
viewed as being a floor below which the fixed rate could not go. How much

higher the “fixed rate” might be set is indeterminate dependent as it would be
on the Commission’s definition of what constitutes “variable cost.”

II. The variable cost is made up of the following factors:

30,000 1b. cars 190,000 1b. cars

(1) Basic cost apart from costs of equip-
ment, of added road facilities and
the effect of traffic interference ... $ 2,190 (See
Exhibit A) $0.741

(2) Locomotives and caboose equipment
needed to move Wabush ore ...... .158 (See
Exhibit B) .062

(3) Cost of additional equipment needed
by QN.S. & L. to handle its other
traffics and to maintain its property
directly traceable to the super-
imposed Wabush traffic .......... .144 (See
Exhibit C)
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30,000 Ib. cars 190,000 Ib. cars

(4) Additional track facilities needed to
accommodate 5,000,000 long tons of
W ADUS  OTG (145 STTNE S0 L § D .160 (See
Exhibit D)

(5) Additional transportation expense to
the Q.N.S. & L. of moving traffics;
incurred as a result of the 5,000,000
long tons of Wabush ore .......... .006 (See
Exhibit E)

(6) Cost to QN.S. & L. resulting from
reduction in effectiveness of road
maintenanee  forcesis . . seitiblaa . s .184 (See
Exhibit F)

VARIABLE COST PER LONG TON $2.842 $0.803

The unit costs used in this study are derived from an analysis of the D.B.S.
published results for the Q.N.S. & L. for 1963. The 1965 Q.N.S. & L. results are
undoubtedly better owing to higher traffic, but these figures are not yet
available to the public. The use of 1963 figures states the cost conservatively.

It is evident that “variable cost” under Section 336(3) will require an
allowance for road property investment. We therefore assume that 50 per cent
of investment in road facilities is variable, not withstanding the fact that the
rail investment was made before any Wabush traffic became available, and did
not require enlargement to handle the Wabush traffic.

The 1963 investment of the Q.N.S. & L. in road facilities is $136,200,000. Not
more than 5 per cent of this can be considered as assignable to passenger
services giving an assignable to freight services $130,000,000. Fifty per cent of
this is $65,000,000. The freight gross ton miles to move 16,000,000 long tons of
ore from Mile 224 to Mile 8 assuming Wabush ore in carloads of 30,000 lbs. then
190,000 lbs. are 10,842,600 and 7,846,400 respectively so that the corresponding
variable road capital is $5.99 and $8.28 per MGTM. The cost of interest plus
fixed maintenance plus that portion of depreciation which is not proportional to
use has been assumed as 9.5 per cent. This rate states costs conservatively
because it is below the costs of capital presently being used by the Canadian
Pacific Railway Company (Sec. 336(3)(b). Our calculation yields $0.57 of
variable cost per MGTM for ore moved in 30,000 lb. cars and $0.79 for ore
moved in 190,000 1b. cars. The transport of 1 long ton of Wabush ore generates
1.002 MGTM in 30,000 lb. cars and .403 MGTM in 190,000 1b. cars which results
in a variable cost of $0.57 and $0.25 respectively per long ton.
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III. The summary of the foregoing and computation of the “Fixed Rate”,
are as follows:—
30,000 1b. 190,000 1b.

cars cars
Out-of<pocketicosti=. . ..o s . « L% SEL .l 9P $0.80
Less: Depreciation provision for road facilities
(included in Exhibit A, account no. 2209) .. .16 .08
2.68 J2
Road capital allowance as above ............ 57 25
Variable costs Dol . aiiis o8 n Satiia ity 0+ e 3.25 $0.97
Marle=-gp oF 18508 i - b o Tl s tldsme s o 58 4.88
8.13
Reduction allowed 3 (3.25—97) .......... 1.14

Pixed fate perdengiton el . ok, i s e s st $6.99




VARIABLE COST TO Q.N.S. & L. OF HANDLING 5,000,000 LONG TONS OF WABUSH ORE IN 30,000 LBS.
AND 190,000 LBS. CAR LOTS AS PER PARAGRAPH 336, BILL C-231

0622

Ore Moves Ross BAy JUNCTION TO ARNAUD JUNCTION

30,000 Ib. cars 21 : 190,000 Ib. cars
Distance (Ross Bay Junction—Arnaud Junction)...........covvvuuniiuniineinnns 216 . ] ) 216 :
Tonnage—
Ore (5 000,000 IGng Lonm). . .. ... . Savssth i oadws s Bt e s ag e s a7 AT 5,600,000 5,600,000
....................................................................... 112,000 112,000
5,712,000 5,712,000
Ton Mileage— . g
Revenue 5,600,000 DX 216. . .....cooversnininnenesnesnssissssossns (thousands) 1,209,600 . - 1,209,600 :
0.C.8. 2% of ] 209,600 X Yool YA s BEREC S R RN R (thousands) 25,100 i i 25,100 E
1,234,700 | ! 1 x 1,234,700 17}
Number of Trains— 5 ) ! _ - 8
Ore 5,600,000/15 tons X 117 cars 3,191 5,600;000/98 DX 17 . #o oi T8 soaghiotg 504 =)
0.C.8S. 112,000/30 tons X 80 cars 47 . J s ) ! N
Train Miles— ' _ : »
Ore 3,191 trains X (2164-8) X 2...... 1,429,600 504 trains X (21648) X 2...c.......... 225,800 =
0O.C.8. 47 trains X (216+8) X 2... 21,100 . . . 21,100 (w]
1,450,700 : : 246,900 a
Work $3,253,100at 25 TRN milesper M..............cccoiviiiiinnnninnnnannn 81,300 © $1,302,500 at 25 TRN miles per M... ... 32, 600 (o)
Car Miles— . : ' E
Ore (1,209.600/15 oo, 0 TR QS PN gt ) NRE IR | R e 161,280,000 (1,209,600/95 tons) X 2................ 25,465,300 E
S. (25,100/30 tons) X 2.............. N 1,673,300 (=]
Work Trains 81,300 X 12 cars per train. . 82,800 3¢ 12, .50 AR TR e h el 391,200 - 2
Caboose-—ﬂre (1 DBE bR Y. 5 o catieain srle 4,180,900 225,800 246,900 2,344,000 =
0.C.8. (1 pertrain)............. 21,100 : ¢ 21,100, i Q
Work trains (1 POEVPRINY .. . o o iommnn con s compss < Zohiln oTgBecoties S0 8 : 32,600 b
Gross Ton Miles— . : =
Ore Car miles X (15+234-23)/2.............cooiiiiiinnnniennn. (thousands) 4,919,000 O.C.M. X (954+29+29)/2.............. 1,948,100 o
C.S. Car miles X (30+21+21)/2 ....(thousands) 60, 200 . 60,200 =
Caboase CarmiledDd 21, . . 56 l0. o ol o S s s s siss wodas bty S IR 30, 500 C.CaM: %01 8..... - s SR g 5,200 1%}
5,009,700 : . 2,013, 500
Power Unit Miles
Ore 1, 429 600 Y2 ImIaTY. . . JEL U SR e S . S e R 2, 859, 200 225,800 X 4 units. ... . o T T 903, 200 =
0.C.8.2 1,100 X 4 units.. 84,400 h 84,400 :
Work 81, 300 X 1.8 units 146,300 32,000 D LB o a0 5 vioia og 58,700 g
Switching—Ore 1% of 2,859,200.....5..c000nen. 28, 600 S 1% OED08, 20055 o« » s« T ses ranon 5
Non-ore 3%. of 84,400 2.500 . 2,500 °;
3,121,000 p 1,057.800 a
Constructive Train Miles : = R =
Enginemen 3,191 + 47 trips X 542 1,755,000 504 + 47 trips X 542 .................. 298, 600
Trainmen 3,191 + 47 trips X 840, . ... ovenrnoiineeineeesvaesotenonreossvone 1,748,500 S04 < BT tripe I BA0L 0y oo s iszeio wan o 297,500 5
=




VARIABLE COST TO Q.N.S. & L. OF HANDLING 5,000,000 LONG TONS OF WABUSH ORE
IN 30,000 LBS. AND 190,000 LBS. CAR LOTS AS PER PARAGRAPH 336, BILL C-231

30,000 1b. cars 190,000 1b. cars
I. Road Maintenance
A/c 2201 Superintendence.................cooiiiiienn 5,009,700 MGTM at........... 10.0¢ § 501,000 2,013,500 MGTMat............ 10.0¢ $ 201,400
2202 Maintaining roadway and track............ 5,009,700 MGTM at.. . 48.0¢ 2,404,700 2,013,500 MGTMat............ 48.0¢ 966,
2203 Maintaining track structures............... 5,009,700 MGTM at.. 0.5¢ 25,000 2,013,500 MGTMat............ 0.5¢ 10,100
2204 Maintaining ancillary structures........... 5,009,700 MGTM at.. v 4.0¢ 200,400 2,013,500 MGTM at............ 4.0¢ 80,
2205 Dismantling retired road Property...........cooveruernernrnienenieeeaeiceiiinnes —
2208 Equaligation=raoad, T3 2 ORI TN AN S S A e - -
2209 Road property—depreciation............ovvipvriiaiiiiiaiiiiaiis P Tk T 816, 500 402,000
2210 Injuriestopersons.................c.coeeens 1,450,700 Transp. Train Miles at 1.5¢ 21,800 246,900 Transp. Train Miles at 1.5¢ 3,700
2211 Other roadway and structures expenses. ... 5,009,700 MGTM at 2.0¢ 100,200 2,013,500 MGTMat............ 2.0¢ 40,300
2212 Maintaining joint oA L el i o S IR ol e TRy —
2213 Maintaining joint facilities—Or... .. 0o 0 . Lo cineiiam snavn dia g S thadh da i dl —
$ 4,069,600 $ 1,617,500
II. Equipment Maintenance
A/c 2221 Superintendence.................. 5,009,700 MGTM at 2.0¢ $ 100,200 2,013,500 MGTM at............ 2.0¢ $ 40,300
2222 Shop and power plant machinery... 5,009,700 MGTM at..... 0.6¢ 30,100 2,013,500 MGTMat............ 0.6¢ 12,100
2223 Other ejuipment and machinery -
CRREION 1 ¢ s V3 AR gy § 0 5 93 See Increment C'apital
2224 Dismantling retired shop and power
machinery ........................................................... —
2225 Locomotives. 3,121,000 unit miles 25.0¢ 780,000 1,057,800 unit milesat.......... 25.0¢ 264,500
e e R Ay MSRERY o S L 161,280,000 car miles a 0.25¢ 403,200 25,465,400 car milesat........... 0.25¢ 63,700
o gther] including eaboose 4,180,900 car miles a 3.0¢ 125,400 2,344,000 car milesat........... 3.0¢ 70,300
T R T L - —
2238" Workeyuipment, . ... ... 00 e i 5,009,700 MGT ¢ 225,400 2,013,500 MGTM at............ 4.5¢ 90, 600
200 O EHEP O YIIDEIONE. v« b o o5 stiiah o a5 8, s S5 Al e o ST TISO Nil il
2230 Dismantling retired equipment.............cooiiiiinnnn. — —_
2233 Enqualization—eJUIDMERL: . v wu s vumspene van o vion s vm iy s = —
2236 Rolling stock and vessels—depreciation.... See Incremental Capita
2237 Tnjuriesto Persons..................coveuens 1,450,700 Transp. train miles at 1.5¢ 21,800 246,900 Transp. train miles at 1.5¢ 3,700
2238 Other equipment—expenses................ 10% of other excluding depre-
CHAIONGS i s Sasles = wos wo p wp e Raly 168,700 54,500
2239 Maintaining joint equipment—Dr............ coioiiiiiieiians P - s
2240 Maintaining Joint SGUIPIAEDE—CTF.. ..o v asiaiesilsimoiesinsonsalonsts shivh el s e $ sl — -
$ 1,855,100 $ 559,700
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VARIABLE COST TO Q.N.S. & I.. OF HANDLING 5,000,000 LONG TONS OF WABUSH ORE g
IN 30,000 LBS. AND 190,000 LBS. CAR LOTS AS PER PARAGRAPH 336, BILL C-231 g
30,000 Ib. cars 190,000 1b. cars
III. Traffie
Ao 9251 BUpstintendBnoe. ... ..t ..o sv ko ot orbbdeitores P Ee s Snte sl e e F S —
SR Apenaion o S o R e S i — —
2253 Other traffic expenses — —_
30,000 Ib. cars 190,000 1b. cars
Depreciation—Road
Investment end 1963 les .......................................................... $ 10,357,261 $ 10,357,261
[ ¥ 05" A et e W I et T T o el ) L ST 6,235,188 ,236, <)
16,592,449 16,592, 449 E
Applicahle Mile 324—Mile 8 210/888. .. ... ...\ comivus dusvvonn ey ese it 10,011,100 10,011,100 :
e A A B e S oy e s 1,001, 100 1,001,100 %]
$ 9,010,000 $ 9,010,000 §
Adjusted Tonnage P
Behalprvillecd TO00I000 X 1000 0. ... ooy vk o mrena paailsisad o +=imis4a v e 45 18,400,000 18,400, 000 S
Present study— §
%cheffervulle 11,000,000 X 1.6() 17,600, 000 17,600, 000
Wabush $oBA00000 X 41D S SR e s e o BRI 5 ke 20,500,000 5,000,000 X 1.6, ... ... ..., 8,000,000 8
38,100,000 25,600, 000 s
Tate it 11 B00000 YONE SONG. ..o csves siaeinas s i bis i anmsin v i s can s i 5
Life at 11,000,000 long tons 15 X 18.4/17.6................. e . 6.4% Dep. 15.7 years 6.4%
Life at present study levels 15 X 18.4/38.1.........c.c0iviniiiiiinnenen.n. 7.2 years 13.9% Dep. 15 X 18.4/25.6 = 10.8 years 9.3‘,’;’ E
Variable percentage depreciation specified trafficlevelsonly.......................... 7.5% 2.9% g
Variable depreciation specified traffic levels only $9,010,000 X 7.5%.................. $675,800 $9,010,000 X 2.9%). ... .. it ihinneniins $261,300 :].
O
G g T @ e 0y o 00 i | S B RROE E $ 7,360,093 $ 7,360,093 g
Applicable Mile 224—MllP 8 216/358. 4,440,700 4,440,700
Life at 11,000,000 long tons............ S A 5.0% Dep 20.1 years 5.% Dep.
Life at present study levels 6.3% Dep. 18.1 years  5.5% Dep.
Variable percentage depreciation..................couiiuiiiiiiinii i 1.3% Dep. 0.5% Dep.

Variable depreciation specified traffic levels only $4,440,700 X 1.3%.................. $ 57,700 $4,440,700 X 0.5%..............cnuuunnn $ 22,200
=

Tnventenant end 1008 BRI . 2 & s vhe i wa nmn s ens awk rae s e R v § 4,743,064 § 4,743,064
Applicahle Mile 224—Mile 8 216/358 2,861,800 2,861,800
Life at 11,000,000 long tons. . 6.69 Dep. 15.1 years 6. Dep.

Lile at present study levels. . » Dep. 13.0 years 7.7% Dep.
Varinbls paroantape depreciation. ... .. ottt il S S 2.9% Dep. 1.1% Dep.

|
I
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IV. Transportation
A/c 2261 Superintendence.....................ooo
22614 Dispatching................... "

2262 Station employees...........

22623 Other station service.........

2263 Yardenginemen.............. 5 00000,
2264 Other yard employees.......

2265 Yard locomotive fuel/power.................
2267 Other yard expenses. ................o.oouse
2268 Operating joint yards and terminals—DR. ..
2269 Operating joint yards and terminals C Cr.. ..
2270 “Traln eNEIDPIOGHL .v. « o s sinioiv pue 0t wive wme s s vn
2271 Train locomotive fuel and power..........
2273 Other train locomotive expense. .. .
2974 Trainmen. ......5q o0 vonihine

2275 Other train expense. . .. ..

2277 TInjuries to persons.

2278 Loss and damage. . ..

2279 Other casualty expense........

2280 Other rail transportation expens

2281 Operating joint facilities—Dr.. .

2282 Operating joint facilities—Cr................ ”

V. . Miscellaneous
A/c 2288 Miscellaneous operations

2289 Operating joint miscellaneous facilities—Dr..

2200 Operating joint miscellaneous facilities—Cr..

VI. General

Ao 2301 Administration, ... ........:sise0seasnmes
R T T R e S ek o

Other general expenses. ......

General joint facilities—Dr. ..

General joint facilities—Cr.. ...

@) (90
@ (15
® (95

7)/90 or (95 + 27 + 27)/95
3)/15
9)/95

+4++

8
o+
il

1,450,007 Transp. train miles at
1,450,700 Transp. train miles at
5,712,000 net tonat............
5,712,000 net ton at. ... o

5,600,000 revenue tons at....... 0.25

mj e
5,009,700 MGTM at
40% of A/c 2271...
1,748,500 construct:

p 11D e <L
1,450,700 Transp. train miles at
1,450,700 Transp, train miles at
1,209,600 MRTMat........... :
1,450,700 Transp. train miles at
5,009,700 MGTM at

35.0¢
3.0¢
0.5

-5¢
3.0¢
1.1¢

7 o
9.;00 MGTM at

009,700 MGTM at

$ 1,227,300

$2:861,800 X L A%G0: o v sesn s v

246,900 Transp. train miles at

246,900 Transp. train miles at
5,712,000 net tonat .. .. .. ..
5,712,000 net tonat............

5,600,000 revenue tonsat.......

208,060 constructive train

297,500 construct:

milesat..............
246,900 Transp. train miles at
246,900 Tr. . train miles at

2,013,500 MGTM at.
2,013,500 MGTM at.
2,013,500 MGTM at.

10.
20.

LR

E

g
&=
8
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VARIABLE COST TO Q.N.S. & L. OF HANDLING 5,000,000 LONG TONS OF WABUSH ORE
IN 30,000 LBS. AND 190,000 LBS. CAR LOTS AS PER PARAGRAPH 336, BILL C-231

VII. Equipment—Rents

A/e 2297 Rent for equipment—Dr.,
2298 Rent for equipment—C'r.

30,000 Ib. cars 190,000 !b. cars

VIII. Joint Facility Rents
A/e 2299 Joint facility rents—Dr.... di e
2300 Joint facility rents—Cr...... == i
IX. Railway Tax Accruals
A/e 2301 Provision for income taxes—railway............oeeu... not variable expenses
2302 Other railway taxes 1/3 of 1% of total
operating expenses. ................uu..
Other than taxes, 33%of.................. 10,911,400 $ 3,693,800
634,700 340,700
11,546,100 $ 381,100 $ 4,034,500 Taxes............ccc..... $ 13,300
Road maintenance .$ 4,069,600 including depreciation $ 1,617,500 inc]uding depreciation
Equipment maintenance. . 1,855,100 excluding depreciation 599,700 excluding depreciation
Transportation 3,759,400 983,300
General 1,227,300 493,300
10,911,400 3,693,800
TRES ALV oT AL AN s T L T 38,100 '
$ 10,949,500 $2.19 per ton $ 3,707,100 $0.741 per ton
Derredati_on on equipment
(for use in computing taxes only)
30,000 1bs. cars 190,000 1bs. cars
Depreciation : Depreciation
Capital Capital
Investment % Amount Investment % ‘Amount
Locomotives 39 at $235,000........ $ 9,165,000 5 $ 458,300 1) 185 &6 $3BB.0008%. .01 . . ; . A% B0 AR, $ 3,525,000 5 $ 176,300
Cabooses. 18 at $30,000............. 540,000 2.86 15, ) 48t $80,0000 00 . RO U8 BN 120,000 2.86 3,400
Work equipment. ................. 1,120,000 3.33 37,300 37,300
Roadway machines «o.. 1,220,000 8.5 103,700 103,700
Othapriwd ades fod LT Swiiss - 600, 3.33 x e
$ 12,645,000 $ 634,700 § 340,700
e——— — —

2

1

3

3 locomotives for work trains (service) ete.
1 caboose for work trains (service) ete.. . .
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Locomotive and Caboose equipment needed by the Q.N.S. & L. to transport 5 000, 000 long tons of Wabush ore from Mile 224 to Mile 8.

30,000 1bs. cars

The factors affecting locomotive performance are

Distance 224 miles each direction. ................. B 5o
Speed Southbound 25 m.p.h.....
d Northbound 16.8 m,
ec hanical availability 88%
Running time a8 % of time ava.llable 70
CABPer SraI-TIT. 00 150« o o-v0 0 s TR RIS 105 2.0 e Sinlribghus + A
Load per car 15 short tons
Load factor 1.2

Based on these factors the number of loco units required is 32.............

The number of cabooses required i8 16. .....c.covviviiriiierieniininaannen
Cents per Ton

Capital Int. Dep. Tot.

Roed ot TEMOEE L R

$ 8,000,000 @ 7.9 16.79

@) Depreciation on equipment for taxes only (See Exhibit A5).

190,000 1bs. cars 3
Hours per round trip South 224/25 m.p.h......... = 9.0 hours per trip
North 224/16.8 m.p.h....... = 13.3 hours per trip

2.3 houra‘.per trip Total . §

22.3 Hoursper tripat gs Mechanical A vailability’]

t= 43.4 T%a‘ hours per tnp per

Sotraita X 41 Fhora et wig e L 21,874 Hours per year
21,874/8,760 hours in & year.........c......omucuos = 5 Locomotives per trip
8 5¢:4 Unitobertraint Qo .22 . sl dos 1% « o bavieed = 12
................................................ 12
........................ o i 096 AN &0 o GRS AN P on 3
Cents per Ton
Capital Int. Dep. Tot.

Poate xR N B &%

$ 3,100,000 3.10  3.06  6.16

—_— —— = —
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COST OF INTEREST AND DEPRECIATION ON ADDITIONAL EQUIPMENT
NEEDED BY THE Q.N.S. & L. TO HANDLE ITS OTHER TRAFFICS,
AND TO MAINTAIN ITS PROPERTY, DIRECTLY TRACEABLE
TO THE SUPERIMPOSED WABUSH TRAFFIC

30,000 1b. cars

(1) Interference with Carol and Scheffarvﬂle ore movements— ‘

Between Mile 224 and Mile 8 the Q N.S & L. will be handling 4,000,000 long
tons from Schefferville and 7,000,000 long tons from Carol. The superimposition
of 5,000,000 long tons of Wabush ore will slow the movement of the 11,000,000
tons and, therefore, will over an extended penod require additional locomotive
equipment.

Using the factors as in Exhibit B for locomotive performance but with
northbound speeds at 25 mph. and a carload of 95 tons it develops that the
“normal” movement of 11,000,000 long tons would require 16 locomotive units.
Introducing 4% hours of delay as a result of adding 5,000,000 long tons of
Wabush traffic would increase the cycle time by 25 per cent raising locomotive
requirements to 20 units. This is an increase of 4 locomotive units.

A similar analysis leads to the conclusmn that an additional caboose would
be required.

Cents per Ton
Capital Interest  Depreciation Total
$ 970,000 .97 .96 1.93

(2) Interference with other Q.N.S. & L. revenue traffic—

It will be assumed that the investment of the Q.N.S. & L. in equipment is
no more than necessary for the traffic offering.

The balance sheet shows an investment of $4,500,000 in freight and
passenger cars and other equipment. It is estimated that associated locomotive
equipment would be $4,000,000 giving $8,500,000.

About two-thirds of the total effort is in the zone Mile 224 to Mile 8 or
$5,700,000 of which 80 per cent is variable or $4,560,000. The effect of
interference would be to slow the movement of traffic by perhaps 25 per cent of
the running time indicating an increment of capital due to interference of
$1,140,000.

Cents per Ton
Capital Interest Depreciation Total
$1,140,000 1.14 .90 2.04

(3) Interference with Work Equipment—

The work equipment in the zone Mile 224 to Mile 8 is estimated as
$2,070,000. To this would need to be added an estimated $794,000 due to
increased load (see section 5 hereunder).

The effect of slower road movement would not be relatively so severe as
with revenue movement because work equipment does not have so much road
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vs. standing time. It will be sufficient to allow 10 per: cent or m;xuﬁmo "There
would also be an 1ncrease of 1 locomotive unit assigned to work service ‘costing
$235,000.
v Cents per Ton
Capital Interest ~Depreciation  Total . .
$ 535,000 53 ,45 . 88

(4) Interference with Roadway Machmes— ;

Roadway machines on the section are estunated at $2 650 ,;000. To this would
need to be added an estimated $1,000,000, due to increased load (see section 6
hereunder). Much of this equipment is off track equipment and, therefore, not
so liable to interference as on track equipment. An allowance of $400,000
additional should be sufficient.

i Cents per Ton
Capital Interest Depreciation®  Total
$ 400,000 : 40 (B@.0fe¢ . 1.06(1}

(5) Increase in Work Equipment due to Greater Maintenance—

" The investment in work equipment is shown as $2;725,000. 76% of this is
estimated as allotted to the zone Mile 224 to Mile 8 or $2,070,000. Maintenance
due to topography and weather as distinct from usé; is two-thirds leaving as
proportional to use $690,000. An allowance of 115% of this'amount is necessary
or $794,000. A further allowance for locomotives and cabooses 3 locomotives
units and 3 cabooses would be neeeded costing $800,000.

_ Cents per Ton N :
Capital Interest Depreciation  Total
$1,594,000 1.59 1.28 2.87

(6) Increase in Roadway Machines due to Greater Maintenance—

The balance sheet shows total investment in ro_adw_ay machines of $3,500,~
000. Of this 769% is estimated as assigned to the zone Mile 224—Mile 8 or
$2,660,000. One third of this is variable or $887,000 and since the work load is
increased 1159 the added capital would be $1,020,000.

Cents per Ton
Capital Interest  Depreciation Total
Say $1,000,000 1.00 1.66 2.66

(7) Increase in Shop Machinery and Shops—

The balance sheet shown an investment of $982,000 for equipment and
$5,000,000 for shops. This investment reflects the set up to maintain ore cars. If
adjusted for this the investment would be: shop machinery—$600,000 and
shops—$4,000,000. This relates to an inventory of equipment of $24,000,000.
The increase in equipment inventory is $14,000,000 and if 60% is the variable

portion of investment the added capital would be $210,000 for machinery and
$1,400,000 for shops.
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" 'The*added: cost would cons1st of interest and depreciation along with fixed
'm&mtananee. P Ll 3
Cents per Ton

Fixed

e Main-
0 Capital Interest Depreciation tenance Total
Equipment $ 210,000 21 14 .01 .36
Shops 1,400,000 1.40 .56 .56 2.52
. 1,610,000 1.61 70 57 2.88

SUMMARY

Fixed

Main-
| Capital Interest Depreciation tenance Total
(1): $ 970,000 .97 .96 1.93
(2) 1,140,000 1.14 .90 2.04
(3) 535,000 93 .45 .98
4) 400,000 40 .66 1.06
(5) 1,594,000 1.59 1.28 2.87
. (6) - 1,000,000 1.00 1.66 2.66
(7) 1,610,000 1.61 .70 B9 2.88
$7,249,000 7.24 6.61 57 14.42

190,000 1b. cars

The foregoing holds true if ore is shipped in 30,000 1b. cars, but if handled
in 190,000 1b. cars then the costs as outlined in this Exhibit C would become
negligible. The number of trains required to move the Wabush ore in 190,000
Ib. car lots drops from 8.7 (9) to 1.5 per day (see Exhibit D) and would result
in few if any additional capital outlays as envisioned here—thus in the
calculations of the 190 000 1b. cars no costs have beeen included for this
Exhlblt C BSE




ADDITIONAL TRACK FACILITIES NEEDED TO ACCOMMODATE 5,000,000 LONG TONS OF WABUSH ORE

30,000 1b. cars

The average trains per day in each direction on the zone Mile
224 to Mile 8 is estimated as follows:

Hoheffarvillo OmB. . ... voonvispsnnnmnsnnassbmgnsrheiseeng 1.5
L PR | e e B (- T RS e 2.0
T T S e ety e L o 9.0
RIEOERBE . . - o o055 05 dio v sehme s han e s S v s O st & 4.5
17.

The throat is between Tika and Tonkus 11.4 miles. The practical capacity for
train movements is determined by the southbound speed 20 mph., the northbound
speed 14 mph., the clearance time 2 min. and the factor of practicability .70. It is
12 trains.

It is, therefore, evident that xl)ractical capacity is exceeded. This can be
remedied by installing 15 additional sidings with power switches, modification of
signals and C.T.C. along with provision of back tracks. These additions are
estimated to cost $8,000,000 and 1n marginal costing is chargeable to Wabush.

The added costs would consist of interest, depreciation and fixed maintenance.

Cents per Ton
Fixed
Main-
Capital Interest = Depreciation tenance Total
$8,000,000.............. 8.00 4.00 4.00 16.00

190,000 1b. cars

This figure of 9.5 trains per day is below capacity estimated as 12 trains per day.
Therefore no cost for additf:nal track facilities is required. 1

9961 ‘T 42QuaaoN
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ADDITIONAL TRANSPORTATION EXPENSE TO THE
Q.N.S. & L. OF MOVING TRAFFICS, INCURRED AS
A RESULT OF THE SUPERIMPOSITION OF
5,000,000 LONG TONS OF WABUSH ORE

30,000 1b. cars

A study of the grid shows that on the average each northbound train must
negotiate 14 meets. The average time lost per meet is estimated at 18 minutes
per meet of which 3 minutes is lost stopping and starting and 15 minutes is lost
at sidings. This introduces 41 hours of delay and raises the time of northbound
trains to a point where overtime becomes likely for engine and train crews. The
average northbound speed is 16.8 mph. whereas the critical speed is 16.3 mph. A
skewed probability curve indicates 7 hours overtime per day. The cost of an
hour of overtime is estimated at $9.00 giving an annual cost of about $23,000
per year. Use $30,000, all chargeable to Wabush ore. This amounts to 0.6 cents
per ton.

190,000 1b. cars

Inasmuch as Wabush trains are now reduced to 1.5 per day instead of 8.7
(9), the total number of trains is reduced from 17 to 10 (9.7). (See Exhibit D).

THEREFORE NO OVERTIME INTRODUCED AT THIS TRAFFIC LEVEL.
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COST TO THE Q.N.S&L. RESULTING FROM REDUCTION IN
EFFECTIVENESS OF SECTION MEN AND OTHER ROAD
MAINTENANCE FORCES CAUSED BY ADDING
5,000,000 LONG TONS OF WABUSH ORE TO
THE Q.N.S. & L.

30,000 1b. cars

The time available for work of a maintenance man is 480 minutes gross per
day. The effective time is less by reason of travel time to and from work and
the interference caused by train movements. In this case the train density in 8
hours is 6 in each direction. The time track is occupied by trains is estimated at
36 minutes. There is, in addition, a shadow zone of about 3 minutes in advance
of a train and of 2 minutes after a train, in which no effective work can be
done; this amounts to 60 minutes per shift. Getting to and from work with a
train density of 6, the time lost would be 50 minutes. This gives 334 minutes of
effective work. If now train density is as it would be without Wabush traffic the
effective time will rise to 390 minutes. This means that Wabush traffic requires
an addition of 17 per cent to the labour force. To be safe use 20 per cent.

The estimated ‘“normal” cost of labour for road maintenance is $4,600,000
payroll expense. The increase is 20 per cent of this or $920,000 per year which
amounts to 18.4 cents per ton.

190,000 1b. cars

No costs included in the 190,000 1b. car study for the above factors, for
reasons as outlined in Exhibit C4.
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ORDER OF REFERENCE
g
‘WEDNESDAY, November 2, 1966.

Ordered,—That the names of Messrs. O’Keefe and Martin (Timmins) be
substituted for those of Messrs. Groos and Prittie on the Standing Committee on
Transport and Communications.

Attest.
LEON-J. RAYMOND.
The Clerk of the House of Commons.
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MINUTES OF PROCEEDINGS
‘WEDNESDAY, November 2, 1966.
(56)

The Standing Committee on Transport and Communications met this day at
3.40 o’clock p.m., the Chairman, Mr. Macaluso, presiding.

Members present: Mrs. Rideout and Messrs. Allmand, Andras, Cantelon,
Coté (Nicolet-Yamaska), Howe (Wellington-Huron), Jamieson, Langlois

(Chicoutimi), Legault, Macaluso, MacEwan, Mather, McWilliam, Nowlan,
Pascoe, Reid, Sherman, Stafford (18).

Also present: Mr. Ballard, M.P.
In attendance: Mr. G.L. Molgat, Liberal Party of Manitoba.

On motion of Mr. Reid, seconded by Mr. Andras,

Resolved,—That the brief submitted by the Liberal Party of Manitoba be
printed as an appendix to this day’s Minutes of Proceedings and Evidence (See
Appendix A-24).

The Chairman asked Mr. Molgat to make an opening statement regarding
the brief of the Liberal Party of Manitoba.

The Members examined the witness.

And the examination of the witness being concluded;

On motion of Mr. Cantelon, seconded by Mr. Langlois (Chicoutimi).

Resolved,—That the Cost Data entitled “Estimate of a “Fixed Rate” under
Proposed Section 336 of the Revised Railway Act (C-231) for the Movement of
Iron Ore on the Q.N.S. & L. from Mile 224 to Mile 8 of that Railway” be printed
as an appendix to the Minutes of Proceedings and Evidence dated November 1,
1966. (See Appendix A-23 to Issue 32 dated November 1, 1966).

At 5.05 o’clock p.m., the meeting adjourned to the call of the Chair.

RV T
Clerk of the Committee.
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EVIDENCE
(Recorded by Electronic Apparatus)

WEDNESDAY November 2, 1966.

The CHAIRMAN: We have only one brief today. The brief is being presented
on behalf of the Liberal Party of Manitoba by Mr. Gildas Molgat, leader of the
Liberal party of Manitoba. I would ask for a motion that this brief be printed as
an appendix to our proceedings.

Mr. REID: I so move.
Mr. ANDRAS: I second the motion.
Motion agreed to.

The CHAIRMAN: Mr. Molgat will cover the highlights and then we will be
open for questioning.

Mr. Gildas MoLGAT (Leader of the Liberal Party of Manitoba): Thank you
very much, Mr. Chairman. Ladies and gentlemen, I appreciate very much the
opportunity of appearing before you today. It is the first time that I have
appeared before any of the parliamentary committees of this house, and I hope
that I can follow your rules and your normal procedures. If not, I am sure the
Chairman will bring me to order.

I am not appearing before you today either as a lawyer, which I am not, or
as an expert in transportation, which I also am not. I am appearing as a western
Canadian who is obviously concerned about transportation matters, because for
the province of Manitoba and the residents of Manitoba it is obvious, because of
our geographic location, that to us transportation and transportation costs
are more vital than to other parts of the country.

You have all received copies of my brief, and I will not be going over it in
detail. I will touch on the highlights.

In general, we agree with the principles of the bill. We agree that there
should be competition within the transportation system, and that the move
toward freedom from regulations is, in fact, an improvement. Obviously the
question of public interest must remain foremost, and from our reading of the
bill we presume, in general, this is so. There are some areas of concern for us,
and I will be touching on these specifically.

The general aspect of the bill of which we approve is that move away from
the horizontal percentage increases about which the province of Manitoba and
western Canada in particular have made very many representations in the past.
We have always felt that these percentage increases were detrimental, in
particular, to one area and past representations over the years have been very
strong in this regard.

Moving away from this principle, as the present bill does is, in our opinion, a
very major improvement. I will not be touching on other than the railway

2267



2268 TRANSPORT AND COMMUNICATIONS November 2, 1966

aspects of the bill itself, and this is not because we are not concerned about other
modes of transportation. I am sure those who have heard Manitoba complain
about such things as Air Canada overhaul bases or ‘Air Canada routes through
the United States will know that we have other concerns. But at this time I want
to concern myself mainly with the railway aspects of the bill.

First of all, insofar as branch line abandonment is concerned, in our opinion
the bill, as it reads now, fails in making it mandatory for hearings to be held. As
we read the bill, it is up to the transport commission to decide whether or not
hearings are to be held; that they will proceed to consider first of all the costs
and revenues of the railway, make a decision in that regard and then, if they feel
like it, they will call a hearing where the public and other interested bodies can
appear. In our opinion, the bill should be very clear in this regard, and should
state, without any question, that hearings must be held prior to any discussion of
costs and so on; in other words, that all of the aspects concerned with the
abandonment of a branch line be considered at one time at a public hearing, and
that those who have something to say in this regard, on other questions than
costs altogether, also have the opportunity to make their brief.

We have a specific recommendation to make which we believe would ease
greatly the whole idea of branch line abandonment, and would make a major
difference in many areas to the acceptance of branch line abandonment—and, in
fact, would possibly permit more rapid rationalization of the whole branch line
structure. I realize that this is not a portion of the bill, but the statement that
was made subsequent to the bill, giving us this map and the areas that are
committed to 1975, is very interesting to us, obviously.

If you will look at that map you will see, for example, in the province of
Manitoba, that one line just near Winnipeg going straight up north to a place
called Hodgson. That one long line will isolate a number of points along it insofar
as grain shipping is concerned. We suggest that the federal government should
enter into a program of joint road construction with the provinces. Taking a line
like that one as an example, if there were a proposal made to the areas along
that line that the federal government would embark, along with the province, on
the provision of a hard-surfaced access highway to the other lines—facilitating,
therefore, the transportation of wheat, in particular, and grain to the shipping
points—there could be a very major difference in the attitude of those people
toward branch line abandonment.

Furthermore, if the hard-surfaced highway were put in it would be of
general economic benefit to that whole area. It would mean that instead of
possibly having subsidies that would last for a number of years, there would be a
once and for all capital investment on a highway and that would be it. I would
suggest to you that there is a precedent, in fact, for the federal government being
involved in road construction instead of railway construction, because in 1962
this House passed a bill, which was chapter 13, “An act to authorize the
construction and operation on behalf of Her Majesty of a line of railway in the
province of Quebec between Matane and Ste. Anne des Monts.” This was passed
by your House. Total expenditure of $14 million, estimate, approximately 57
miles in length.

That bill was passed but was not acted upon. Sgbsequently the hoqse
decided not to proceed with the railway construction but, in fact, to proceed with

-
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highway construction, and your estimates reveal that over the years you have
been putting into that specific highway, under Vote No. 40, toward the federal
government’s share of the cost of constructing highway No. 6 in the counties of
Matane and Gaspe North, in 1966-67, $3.5 million; in 1965-66, $4 million. So you
have already established the possibility of the federal government proceeding to
replace railways by highways. The analysis or the comparison might not be
identical, but I submit to you that an analysis of this sort of approach towards
branch line abandonment in western Canada could make a major difference in
the acceptance of such action and, in the long run, be a more efficient answer to
some of our transportation problems.

There is another aspect which we think ought to deserve a great deal of
consideration over the next few years, particularly for those areas that are now
committed to 1975, namely, a careful study of the changes going on in traffic in
western Canada in that period of time. I have submitted as an appendix to my
brief two tables, Appendix A and Appendix B, giving you the wheat marketings
in western Canada and the production of potash, which is almost exclusively
western Canada—in fact, I think the figures are almost exclusively Saskatche-
wan. You will see that there are some major shifts here.

In the field of potash it is particularly evident that, in 1949, there were
46,000 tons and so far this year for merely six months there is almost a million
tons.

In the case of wheat marketings, which is our major crop in the west, the
increase is not as constant, but nevertheless over the years you will see that it
does show a regular upward shift. This has been accentuated in the past two or
three years by the change in the marketing situation. The fact that we are now,
for part of the year at least, not on quota and there is a real demand for western
grains, has meant that a lot more land is going into grain production, particularly
wheat production, in western Canada. Once again, new lands are being opened
up, and this could make a major difference to what would appear, and what
might have appeared in the past, to be uneconomic branch lines.

Turning now to the Crowsnest rates, our position there is that we believe
that these rates must remain as they are; that a bargain was made some years
ago, and that bargain should remain; that the railways have benefited largely
from one side of the bargain, at least, and we believe that if you analyze the costs
completely that it will be shown the rates are remunerative rates.

So, we are not objecting to the three-year study, provided it is clearly
understood that this three-year study is merely to determine whether or not a
subsidy is required. If there is any indication that the study means erosion of the
Crowsnest rates, then we want to make it clear now that we are objecting to any
erosion of these rates. I think there is a question here of national interest. If we
are going to remain in the business of growing grain at the centre of this
continent farthest away from any of the shipping points on seaports, then I think
the rates as they exist now must remain. So, we do not object to the study, but
we want to make it clear that we could not contemplate any erosion of the rates.

Turning now to maximum rates and captive shippers, we have tried to find
out exactly what the effect of this would be and, quite frankly, it is very difficult
to analyze at this time. Who, in fact, are going to be captive shippers? We have
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looked at it from a Manitoba standpoint, and at this moment there do not appear
to be too many captive shippers as such. We looked, for example, at a railway
line going up to Lynn Lake, which is obviously the only source of access at this
time. There are portions on the Hudson’s bay line which also can only be reached
by rail. But when you go into the full analysis of captive shippers you ask, is, in
fact, a company like Sherritt-Gordon at Lynn Lake a captive shipper? Have they
other areas where, because of other connections or mines in other locations, they
are, in fact, in a position to bargain with the railways? We are unable to
determine this at this time. So, we would take the position that there is obviously
here a question of concern, but it is difficult to assess what the final effect of it is
going to be. So, rather than take a position that we must not do this, or we must
not do that, we would suggest that the bill proceed as it does, but that instead of
asking for a five year review, there be a more frequent review, and a means
whereby a captive shipper can, in fact, appear, be heard, and have a form for
appeal to the House or the transportation commission—in our opinion, prefera-
bly to your Committee here.

The same thing occurs in the matter of unjust discrimination. This feature
of the previous legislation is now removed, as I understand it. You could find
cases where a small shipper would find that he is not getting as favourable a rate
as a very large shipper. He might be unjustly discriminated against. Under the
previous act this was not permitted. Now it seems to us, if this is removed, that
there ought to be a place for an individual, who feels that he has been aggrieved,
to come forward and be heard.

This, then, comes to an overall recommendation that we make, which really
applies to a number of these specifics, and that is regarding the work of this
Committee. In our opinion the trip that this Committee undertook last year to
western Canada in the matter of the hearings on the “Dominion” was an
excellent thing for western Canada, because it gave an opportunity to members
from across the country to actually see what our problems are; and it seems to us
that a strengthening of your Committee would be a major step forward in
assisting sound transportation development in Canada.

We think that your Committee could well be supplied with a small but
permanent staff of experts, as a result of which the members of your Committee
could become very well trained in the field of transportation. If this Committee
then were to act as a board of appeal, anyone like myself, representing a group,
or any individual or any shipper could come forward and be heard. We must
realize, after all, that this bill is an experiment; it is a departure from what we
have been trying to do in Canada for the past 50 years in the field of transport,
when we have been really moving more and more into regulation.

It seems to us now that we are changing that now and saying that we are
going to de-regulate. If you are going to do that, then I think you are going to
run into some problems; problems with regions—possibly our own—who will
feel that because of certain actions there is more centralization of industry going
on when we think there ought to be decentralization; problems with individuals
who may end up, because of a decision of the shipping companies, in not being
able to continue their business, and your Committee would be an excellent place
for anybody who wants to come forward to be heard. If this were done you could
put this bill into effect with a lot less difficulty than might occur otherwise.
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We believe as well that your Committee might have a major responsibility
in looking at long-term problems in the transportation field. We look, for
example, at our own situation in Winnipeg. The Canadian National Railways
have built the new Symington yards. The Canadian Pacific Railway have a very
old railway yard. Are they going to proceed and build two separate yards?
Should we be looking at things like joint yards? After all, that has been done in
the field of air transport. D.O.T. provides airports and airport terminals and they
are used by all the airlines. Are there efficiencies here to be done in the field of
railway or truck transportation? There are so many areas like this where, in our
opinion, there ought to be continuing study, that we believe your committee
could perform a very useful job for Canada by being strengthened and by
making a specialized job of the transportation field.

This, Mr. Chairman, I think covers the main points with which we were
concerned. I would like at this time to present to your committee an economic
pamphlet of the province of Manitoba. I think this might be useful to some of the
members if they want to have a special look at some of the problems in
Manitoba. It gives details of our areas of production in the large field with
specialization in mining, forestry and so on. I think it would give any of you who
want to pursue in greater detail the problems of transportation in a specific area
an easy means of reference.

The CHAIRMAN: Thank you very much, Mr. Molgat, and thank you for the
economic pamphlet which we can leave with the clerk for use by members of the
committee.

I would like to thank you for your comments on the work of this committee
during its trip out west and, of course, what you think the committee should be
doing with respect to the transportation bill and its appeal section. Much of what
you said was complimentary. This committee has tried to keep active, almost
daily. However, this committee is confronted with a problem when dealing with
the subject matter of the bill itself. It might be that some of the members know
the chairman’s rulings in the past with regard to matters that are not within the
scope of the bill, and I hope you keep these in mind. But, we do want to thank
you for your very kind remarks and for your suggestion on the strengthening of
the committee’s own staff. Your comments in this regard will be in our minutes
of proceedings and evidence.

Mr. CANTELON: I was very interested in your presentation, Mr. Molgat,
particularly what you said about branch lines, that abandonments should not be
mandatory. This is, of course, something we have heard before, and those of us
who come from the west agree with you. I do as a shipper because, originally,
there was supposed to be some 480 miles of line in my constituency to be done
away with but now there are a lot less. Still, I think these places should have the
opportunity of having hearings. I was particularly interested, too, in your
statement about joint road construction.

The CHAIRMAN: Would you raise your voice a little, Mr. Cantelon.

Mr. CANTELON: I must be losing my carrying quality from being here so
long.
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I was saying I was particularly interested in what you had to say about
joint road construction because this is something that back in 1963, I think it
was, I first mentioned this to the committee and the minister, and suggested that
something of this sort should be done. This is the first time it has come up again
and I am glad to hear that you feel the same way about it as I do. I hope we will
both succeed in convincing the government that they should put in these roads
where they take out the rail lines.

I am also happy to know that you share our fears with respect to the naming
of the Crowsnest Pass rate. I do not need to ask you any questions about it. We
are agraid that after the review period expires this might be used as an excuse to
reduce those rates. These are the things I am particularly interested in your
presentation. There were other things but probably there are others who might
have something to say about that.

Mr. PAscoE: Mr. Chairman, first I want to comment on the second paragraph
of the brief where it says Manitoba is quite concerned about the possible effects
of this bill. I want to say that Saskatchewan is concerned too. We are farther
from the East than Manitoba is.

Following up the question of branch lines, just as a point of interest, Mr.
Molgat referred to the line up to Hodgson. Could you say how many country
elevators are on that line?

Mr. MOLGAT: No, I am sorry; I cannot tell you exactly how many but my
guess would be about eight.

Mr. PAscoE: It would be around eight?
Mr. MoLGAT: I would think that would be about it.
Mr. PAscoE: How is the road situation up there now?

Mr. MoLGAT: As a matter of fact I would be very happy to supply members
with road maps of the Province of Manitoba which will give you a very easy
means of reference.

Mr. Pascoi: I note from the map there are not very good road facilities
there now, and if that line is lifted those eight elevators will be without any
service at all for shipping the grain out.

Mr. MoLGAT: It would be difficult, Mr. Pascoe. What there is at the moment
are gravel roads, and not the highest quality in all cases. But, there are to the
east two hard surface roads, number 7 and number 8, both of which parallel
existing railway lines that are at least commited to 1975.

Mr. Pascoi: But if that line is taken out the nearest country elevators would
be quite a long way away on the other line?

Mr. MorLGAT: That is right, with not particularly good access roads in
between.

Mr. PAscoE: The map on page 6 of your brief shows the lines that are being
frozen until 1975. You say here that a line that today appears ripe for
abandonment may not be so in ten years. Would you advocate that they freeze
all lines until they look at it more carefully?

Mr. MoLGAT: I would think there is certainly a feeling in the west that there
should be no abandonment at all. But, as time goes on, and as other means of
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transportation are available, I think there is a realization in a number of points,
in Manitoba at least, that there has to be some reduction of the lines, or at least
they are prepared to accept some reduction, provided there is alternate transpor-
tation facilities. So, taking the Manitoba case the lines that are up for abandon-
ment now, at least the ones that are allowed, I think come to 484 miles in
Manitoba. Some of those areas would be badly hurt if there is no alternate means
of transport provided. I mentioned the Hodgson line because it is the most evi-
dent one. If you go to the northwest you will see two other branches. I did not
mention them because one happens to be in my constituency. I did not want to
be specifically pleading a case of my own but I might mention it because I do
know the area even better. There is the case of one that hooks around there and
goes from the village of Ste Rose du Lac to Rorketon, Manitoba, a distance of
about 30 miles. The road there at present is a very inferior gravel road; it is not
a highway. Quite obviously someone who is growing grain at the Rorketon end is
going to be in an entirely different position if that railway line is taken out and
there is no replacement. If there was a decent hard surface highway put in then I
think it would be acceptable to the area.

Mr. PascoE: I must apologize for not knowing your constituency better, and
also Hodgson. Are these areas fairly good wheat growing areas?

Mr. MOLGAT: It is growing but most of it is mixed farming at this time. But I
did mention the fact that where wheat marketing is now easier there is more and
more of that land being opened up. What was previously bush land is now being
converted to crop land.

Mr. PascoE: You advocate that before any line is abandoned there be
compulsory hearings?

Mr. MoLcAT: That is right.
Mr. PAScoOE: Even the lines that are—

Mr. MoLGAT: Even the lines that are presently allowed. I think it is essential
that there be a hearing so all the facts come out, not just the cost figures of the
railway.

Mr. Pascoe: I have just one more question I want to bring up, Mr.
Chairman. On page 13 you say mention has already been made of the concern
Manitoba would have over any trend in the freight rate structure toward
favouring further industrial development in central Canada at the expense of the
provinces lying to the East or West. Now this bill proposes the phasing out in
three years of the bridge subsidy of $7 million a year. Do you see that affecting
our areas?

Mr. MoLGAT: No, I think, really, we have been affected more in the Prairies
by the horizontal percentage increases in the past. These have had a very
discriminatory effect on western Canada, and the freeing of the rates, because of
the fact that truck competition is becoming more and more important, I think,
will more than offset the loss of such a subsidy.

Mr. PAscoE: You do not see any raising of the rates in connection with that?

Mr. MoLGAT: I think we would be better off in the west with this sort of
approach rather than continuing the present situation and having a further
horizontal increase.
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Mr. PAscokg: Just to follow that up, on page 2 the brief states:
The Liberal Party of Manitoba does not accept any such argument.
We cannot forget that one of the main principles of the legislation is the
orderly reduction of the huge subsidies that continue to be paid out of the
Treasury to the railways.

Now, if that subsidy is completely eliminated, who pays the shot?

Mr. MoLGAT: The subsidy, presumably, will be eliminated under this bill,
over a period of years.

Mr. PAascok: That money has to be made up somewhere?
Mr. MoOLGAT: That money has to be made up somewhere.
Mr. PASCcOE: How?

Mr. MoLGAT: Presumably there will be increases in rates in certain areas. In
the past what happened? Increases were put across the board, 20 per cent?

Mr. PAScOE: Yes.

Mr. MoLGAT: Who ended up paying most of it? Western Canadians did. We
believe with this technique that we will not end up paying most of it. We may
end up paying part of it but it will be better than what has happened in the past,
when we paid the largest share of it.

Mr. REip: I think Mr. Molgat should be congratulated. I have not seen so
many members of the committee out for any other distinguished person who has
appeared before us.

The CHAIRMAN: That is all very nice, Mr. Reid, but perhaps you have missed
the times when there has been a full committee.

Mr. REID: No, I have never missed. Just for my own information, Mr.
Molgat, could you give the department that pays the cost of this road that is
being built in the province of Quebec.

Mr. MoLGAT: I am referring to the estimates for the fiscal year ending March
31, 1967, the Government of Canada, Department of Public Works.

The CHAIRMAN: I am informed there is another joint federal-provincial
venture in relation to rail line abandonments.—perhaps Mrs. Rideout could tell
us about it—the Moncton-Buctouche highway, 1964-65.

Mr. Re1D: Can you tell us, Mr. Molgat, anything about how the cost of this is
presently carried. Is it being split 60-40 or 90-10 as in the case of the trans-
Canada?

Mr. MoLGAT: I am sorry, Mr. Reid, I do not think I can give you that full
information at the moment. The details I have are the original bill, which
provided for $14 million for 57 miles and presumably it is going to be paid at full
federal expense. The estimates merely say toward the federal government’s
share of the cost of constructing highway number 6 in the counties of Matane
and Gaspe North, Quebec. But exactly what the share agreement is, I am sorry, I
cannot tell you at the moment.

Mr. RED: In view of the fact that the people getting part of the benefit for
the withdrawal of these branch lines are the railways, would you say it is
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possible that perhaps the railways might be asked to provide a contribution to
this type of roadbuilding program, as they would be reaping the benefit?

Mr. MorcAT: I would certainly see no objection to approaching the railways
on a three-way approach to this, with the federal government, the province and
the railways themselves contributing. If the railways themselves are asking for
the abandonment and if they are going to get a benefit from the abandonment
then again, I think they would be better off with a capital investment which is a
once and over with investment rather than continuing a line which they feel is
not profitable.

Mr. PAscoE: They could donate their railbed.

Mr. MOLGAT: As a matter of fact, we looked into the question of railbeds, Mr.
Pascoe. It might, in some cases, work but in most cases we found, studying our
map at least, what was needed was not really a line that would run parallel to
the present line but instead a checkerboard pattern connecting with other
railway lines. So it really meant new construction.

Mr. REID: I have just a brief question, sir, on the subject of maximum rates.
You used the example, I think, of Sherritt Gordon at Lynn Lake and if I can
recall your argument properly you said you did not believe they would be a
captive shipper because they had sufficient economic power in other installations
they had so as to be able to bargain in a fair way with the railway. Just because
they were at the end of a long railway line and were perhaps the largest shipper
did not necessarily mean that they had no bargaining power?

Mr. MoLGAT: Yes. Let me make it clear. I do not know whether that is the
case. If I made the statement I did not think they were a captive shipper then I
would want to correct that statement. What I meant to say was that I am in no
position to judge at this time whether or not they are a captive shipper; they
may well be. But it may be that because, for example, Sherritt Gordon may have
a mine elsewhere in Canada or other mining interests or other interests where
they are dealing with the railway, they are not in a position where they cannot
bargain; they may have a bargaining position. But, in any case, I believe that
they must have a place where they can appear if, in fact, they are a captive
shipper and they do not get what they think is right. I think in that case—this is
open to argument obviously—I would like to see your committee available to
hear someone who thinks he is not being treated properly.

Mr. REID: It seems to me, since this is a committee that is basically political,
that if anybody was turned down by the commission this committee would be
very active in looking into the matter.

The CHAIRMAN: I think that is beyond the role of this committee so far as
this area is concerned, Mr. Reid.

Mr. SHERMAN: Mr. Molgat, I would like to compliment you on your
submission and also say I am very interested in your proposal for the possible
future terms of reference for this committee with respect to transportation
problems.

I really only have one question I would like to ask you, and it relates to the
section of the brief which deals with maximum rates. I imagine it is a question
you anticipate—I am sure the Chairman anticipates it, anyway. You do not
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make any mention, Mr. Molgat, of the controversial point that has been argued
quite strenuously by all three Prairie provinces, in an informal way, over the
past few months and will be presented as a formal criticism of Bill No. C-231
during the next few weeks. The chief point at issue is the one dealing with
railway cost to data which members of the committee are interested, and cer-
tainly the Prairie provinces are interested, in so far as we feel a certain amount
of variable cost data is absolutely necessary if we are going to intelligently deal
with the maximum rate formula and understand its implications and its
ramifications. I am interested particularly in the fact that your brief omits any
mention of that controversial point and I wonder if you would comment on that?

Mr. MoLGAT: Yes, we looked at that, as a matter of fact, and our concern
here is this. Can you, on the one side, say to the railways, all right, you have to
become competitive, you have to proceed now and get business on your own and
set up competitive rates but, on the other side, tell them, you have to submit all
your cost figures so the potential customers will know in advance all your costs
and then proceed to negotiate with you. This is where we just could not see
how you could solve the question by insisting that the railways provide all their
cost figures. I do not know what the answer is but I see some difficulty in telling
them to proceed to compete, but they must start out by getting all the
information on their costs. Now can that be done.

Mr. SHERMAN: But, on the other hand, you propose in your brief that this
committee assumes an even wider responsibility in terms of the national
transportation picture in the future than it currently enjoys.

Mr. MOLGAT: That is right.

Mr. SHERMAN: You even go so far as to imply—at least I infer this from
your brief—that perhaps people who feel they are captive shippers, who are
unhappy with the arrangements made for them by the new Canadian transport
commission, may come and appeal to this body for redress. It seems to me that
there is an inconsistency there.

The CHAIRMAN: Mr. Sherman, I have tried to find if there is a gap. Mr.
Molgat went through his brief, and so far as the Chair was concerned he adhered
to our former ruling to the effect that we are concerned with the bill and that
any questioning in regard to the role of the transport committee, which had been
ruled out at former meetings, should be ruled out at this particular meeting. We
are concerned with the bill which is before us, and not the role of this committee.

It is in the brief, but that does not mean that it is completely in order to be
presented.

Mr. Sherman, you understand what I mean?

Mr. SHERMAN: I do, and I defer to that judgment, Mr. Chairman. I simply
wanted to illustrate the fact that I find it rather inconsistent, in view of the
position that Mr. Molgat and his colleagues have taken in this brief with respect
to the bill, that there is no reference to, or apparent concern for, this point of
controversy which is going to occur again and again in the next few weeks as we
analyze the bill and its import, and which has been stressed most emphatically
by Mr. Molgat’s province and mine and other western provinces.

Mr. MoOLGAT: I recognize the problem, Mr. Sherman. The position we take is
this: It is very difficult at this stage to say how important this captive shipper
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element is. Who, in fact, are our captive shippers in Manitoba? We have sat down
and tried to look at it to see how much importance this has to the province of
Manitoba at this stage. We are unable, frankly, to come up with any large
number of captive shippers.

Now, if that is so, is it proper for us to say at this time: “Well, let us take
some remedial action, or do some things for a problem which may not be the
problem which we seem to think it is?”” We prefer to take the other approach to
it. “All right, let us give this a try. Let us see what problems develop,” as long as
there is a continuing study of this bill. This is why we say: “Do not wait five
years to find out what is going on. Have a continuous study of this and keep the
thing under review.” It may turn out that there is really not a major problem
with captive shippers. This is what appears to us at this time to be the case in
Manitoba.

Mr. SHERMAN: In other words, Mr. Molgat, you are going on pure hope.
Mr. MOLGAT: Well—

Mr. PICKERSGILL: Mr. Chairman, I wonder if, before the questioning pro-
ceeds, I could remove one element where I think there is possibly a misun-
derstanding, from what Mr. Sherman has said?

I will reiterate what I said in my telegram to the three prairie premiers,
which was tabled here. If we can be given typical samples of probable—*“likely”
is the word, I think, I used, being a rather colloquial type—likely captive
shippers, then we would look at this question of costs. But up to now, apart from
Mr. Scully, yesterday, and the coal operators, we have not had, to my knowledge,
and I have not had as Minister of Transport, anyone come and say that he was
likely to be a captive shipper. What has been suggested up to now is that the
railways should give a whole lot of information in vacuo. That is not fair. Mr.
Olso did give us a list, and I went over his list, and it did not appear from that
list that any of those commodities, or shippers, were likely to be captive
shippers.

I just want to make it clear that I, as Minister, am not taking the position
that, if we can in advance identify somebody who is likely to be a captive
shipper, and is likely to need this protection, we should not seek to get as much
information as possible; but it has not been necessary to seek such information
yet.

Mr. SHERMAN: Well, conceding that point, Mr. Pickersgill, and leaving the
actual specifics of the captive shipper aside, the inference that I draw from your
brief, Mr. Molgat, on this particular subject is that you do not feel that it is
necessary that the committee at this stage—at this point in time—be provided
with variable cost data from the railways on point-to-point shipping situations
in order that the Committee may be properly and intellectually equipped to
assess the new maximum rate formula. Is that correct?

Mr. MoLGAT: I would think, speaking strictly of the situation in Manitoba,
that if one could come forward with a specific, that, say, Sherritt Gordon at Lynn
Lake is in fact a captive shipper, then I would say, “Fine; let us analyze that.”
You said you hoped. It is really beyond a matter of hope; this is really by looking
at the situation fairly carefully in Manitoba. I must readily admit here that we

do not have any paid experts to do our work—we have to do this with volun-
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teers—but by getting volunteers to look at the map we cannot determine that
there are too many captive shippers in Manitoba. We have taken the position
that this is not at this stage a matter of such concern, provided there is, in fact, a
continuing study and a means of hearing those who are aggrieved.

Mr. SHERMAN: But you do not have to be a captive shipper to be paying the
maximum rate. All you have to be is a non-competitive shipper. You do not have
to go before the new Canadian transport commission, or this Committee, or
anybody else, to be classified as a captive shipper. If you are a non-competitive
shipper you will be paying class rates—maximum rates. Is that not correct?

How do you propose that you or I or anybody else is going to be able to
analyze the impact of this maximum rate formula if we do not know what the
cost to the railways is?

Mr. MoLGAT: The individual who is paying the rates is the one who will
negotiate the railway company. If he is not satisfied with the rate that he gets
from the railway company then he will turn around to an alternative use of
transport—trucking—and get a rate.

Mr. SHERMAN: But if he is a non-competitive shipper—

Mr. MoLGAT: That is the point. How many non-competitive shippers are
there in Manitobe? You know the situation in Manitoba, Mr. Sherman; you are a
native of the province like I am. When you look at the map do you find very
many?

Mr. SHERMAN: Well, I suggested in a motion submitted at an earlier
Committee hearing at which you were not present—and I do not particularly
want to make lengthy reference to it, because you may not be familiar with
it—but some of us felt that we had made a case that certain non-competitive or
captive shippers existed. The Minister suggested that they are not legitimate
captive shippers, but let me ask you this: Will you not concede that, for example
the whole potash industry in western Canada is a relatively new industry? Ten
years ago who ever thought of the potash development?

Mr. MoLGAT: That is right, sir.

Mr. SHERMAN: Who is to say that, ten years from now, there is not going to
be a new industry, a new development, a new discovery, and that the producer
of that product, or that mineral, or that resource, or whatever it may be, is not a
non-competitive or captive shipper?

The CHAIRMAN: Mr. Sherman, may I say that in the bill there is provision
for review in just five years for this maximum rate, so that when you are
speaking of terms please use the term “five years” rather than ten. Western
Canada may not move all that fast, but we hope it does.

Mr. MOLGAT: To take potash as an example, it seems to me at the moment,
sir, that there is a high degree of competition for the potash traffic, to the point
where both railway lines are prepared to build spur lines into each potash
deposit. In fact, have they not both built lines in a number of cases to the same
deposits? Therefore, there is a competitive aspect there between the two lines.

Quite frankly we did this by sitting down and looking at the map of
Manitoba, looking at the economic aspects of Manitoba, looking at where our
development is in the province and saying to ourselves: “Now, who, in fact, is




November 2, 1966 TRANSPORT AND COMMUNICATIONS 2279

going to be affected by this?” It is on this basis that we finally decided that the
only recommendation we could make at this time was that the Committee watch
very carefully what is going on, but not necessarily take a position at this point
which is going to run counter to what is the effect here, which is to make the
railways competitive.

Mr. SHERMAN: I will not pursue the matter to the point of tediousness, or
boredom on the part of Committee, Mr. Molgat, but I think that you have
perhaps stacked the deck in favour of the railways by adopting this position.

I accept your explanation at this stage, anyhow.

Mr. MoLGAT: I would be concerned if I had stacked the deck in favour of
anyone,

Mr. SHERMAN: Well, I suggest that the railways do have the bargaining edge
under this sort of umbrella protection which they enjoy and which stems from
the ignorance in which this committee is going to be kept on the subject of
railway variable costs. But that is something that will be examined again and
again, and, as I say, I do not wish to submit the committee to any more lengthy
discussion of that point than is already in store for it in the weeks ahead.
Therefore, I will pass the questioning. That is all I have, Mr. Chairman.

Mr. NowrLAN: Mr. Molgat, in view of what you have explained to Mr.
Sherman, then, it is your position that, so far as the province of Manitoba is
concerned, in the present context of economic information of Manitoba this
maximum rate formula is not necessary, is academic and should not be in the
bill?

Mr. MoLGAT: No; I think it is proper to have it there, but I think that what is
much more important, really, is the possibility of constant review, so that
someone who does get caught in such a position, where he has no competition,
can in fact appear and has an easy means of so doing. At the moment, quite
frankly, I cannot see how many people in Manitoba are going to be affected. That
is the problem.

Mr. NowLAN: It is academic at the moment.

Mr. MoLGAT: At the moment, it seems that way. It way be that once the bill
is in effect that is not so, but at the moment how many have come forward to you
in this committee stating that they are captive shippers?

Mr. NowLAN: Let me carry it one step further. If it turns out that it is not
just academic and it does affect somebody—

Mr. MoLGAT: Then you show your figures.

Mr. NowLAN: Yes; that was what I was going to come to. It is only correct
and logical that this committee have figures.

Mr. MoLGAT: That is right.

Mr. JAMIESON: Mr. Chairman, I am sure the minister will think that I have
an ulterior motive behind this question. We have heard a great deal, with a good
deal of interest and concern, about the problems of the west, and we can see that
the railways pose real difficulties for them, but in the eastern parts of the
country if you substitute “coastal boat” for “branch line” you have a problem
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that is very evident in my part of the world. Therefore, when it comes to branch
line abandonment I am interested in coastal boat abandonment, and that means
the building of roads. How exactly do you propose that these roads would be
built? Would it become strictly a federal responsibility, where a rail line comes
out to put a road in? What is your proposal in this connection?

Mr. MoLGAT: No; our suggestion is that this be a joint provincial and federal
integration. Mr. Reid suggests that possibly the railways should be brought into
it too. Perhaps there is room here.

Mr. JAMIESON: You do not see this as being a straight federal matter?

Mr. MoLGAT: No; because obviously there are other benefits in so far as the
province is concerned, and I think it is fair that the province contributes because
of the other benefits. When you propose putting in a hard surface highway in an
area there are many others, apart from the grain shippers, who are concerned.
At the moment the railway branch lines are used largely by grain shippers; much
of the other produce now travels by truck. But if you are talking about road
construction, then you affect far more than just the grain shippers. You affect
the overall economic development of the area. Therefore, I think there must be a
provincial contribution.

Mr. JAMIESON: In other words, it would be the Trans-Canada or a roads-to-
resources program, or something like that.

Mr. MOLGAT: Yes; quite right.
Mr. JaAmiEsoN: I think it is a very good idea.

Mr. AnDrAS: I have a question on just one aspect of this, Mr. Molgat, and
may I congratulate you on the brief?

On page 11 your wording implies some concern and reservation about the
Crowsnest rate. You say: “We are glad to see these rates are guaranteed in such
unmistakable terms . . .”, and then you go on to say “ ... and assume that the
reference in clause 50 to the three-year study of the revenues and costs, of the
railway . . . is only to determine whether the railways should be paid a subsidy
or not . ...” Then you make a strong statement on the next page: “If, on the
other hand, there is any suggestion that such a study ceculd lead to cancellation of
Crowsnest rates . . . and so forth. My understanding of the statement of the
minister in the House was that there was certainly no doubt, and no reason for
concern, about this. Perhaps the minister would like to take this opportunity to
knock that one on the head?

Mr. PickeERsGiLL: I think Mr. Molgat was excusably thinking that there
migh possibly some day be a change of government!

Mr. ANDRAS: I would be surprised if the minister would think that I would
think so.

Mr. MoLGAT: No; we recognize this, Mr. Andras, that the Crowsnest pass
rates are statutory, but they can always be changed by any decision of the House
and we merely wanted to re-emphasize the position in so far as the west is
concerned, that, to us, they cannot be touched.

Mr. ANDRAS: You are saying, in effect, what the minister said.
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Mr. Howe (Wellington-Huron): Mr. Chairman, I was very interested in Mr.
Molgat’s statement that before there are any rail line abandonments that there
should be mandatory hearings. You do not feel that there are enough safeguards
built into this bill to protect the public interest in case the rail line is proposed to
be abandoned by the railroads?

Mr. MoLGAT: No; it appears to us, in reading the bill, Mr. Howe, that, in fact,
the first analysis to be made under the bill is purely of the costs of the railway
line, without consideration of the other aspects. Then, if, on the basis of the costs,
the commission decide that the line should be abandoned they may hear other
reasons. They are not obliged to.

We think that you cannot take it strictly on the basis of railway costs. In
fact, in many areas of Manitoba in particular, the railways could well proceed
to remove a large number of the branch lines and still end up by getting the
traffic. Because of the map in our province you will find that the southern area
is largely served by the CPR; the northern area is largely served by the CNR.
Therefore, if the CNR were to remove all the branch lines in the northern area
they would still end up by getting the grain traffic. If you do it strictly on
costs, I think you could possibly make a case for it, but if you are going to give
a public service, with economic development, then you cannot.

Mr. Howe (Wellington-Huron): I understand that, but would you not feel
that it probably is the fact that it would not be necessary to hold a mandatory
hearing, that if the application for abandonment was announced far enough in
advance of the notices being sent out, as is done at the present time, to the
communities, the township councils and things like that that might be involved,
then if they want a hearing, or ask for a hearing, then there should be one. There
might be cases where these hearings are not inexpensive, but you feel that there
should be some little amendment in there to make it necessary for the notice to
be posted?

Mr. PICKERSGILL: As a matter of fact, berhaps I could repeat this, although
Mr. Howe has pretty well done it for me, I will say again what I said last night
when the government of Saskatchewan presented its brief, I think I also said it
the first time, when the pools were here, that I am not entirely satisfied that we
have made it clear enough in the bill that if anyone wants to have a hearing
there will be a hearing, and we are reviewing the language to make quite sure
that what you suggest does happen; in other words, that there must be notices,
and if anyone wants to have a hearing then it will be mandatory. But I am rather
inclined to agree with you that if nobody wants to have a hearing we should not
got to the expense of one.

Mr. Howe (Wellington-Huron): This is what is happening now. I know of
cases in my own area where there is talk of reduction of services, on trains to be
removed, and nobody makes any objection so that there is no need—

Mr. PICKERSGILL: Yes, you are quite right; we do not want to put the
taxpayers to unnecessary expense. But, on the other hand, we want to be sure,
that if any interested party wants to be heard he has an opportunity.

Mr. MoLGAT: I think this would satisfy us. There is no point in having a

hearing obviously if no one is concerned.
25087—3
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Mr. MACEwAN: On page 3 in regard to No. 1 “The Role of the Standing
Committee on Transport and Communications”—

The CHAIRMAN: I would rather you stayed away from that, Mr. MacEwan. I
have already questioned that. The role of the committee does not really come
into the bill, although it is in the brief.

Mr. MacEwaN: At the bottom of the page the submission suggests that
there should be a small expert staff. I think, Mr. Chairman, that is within our
ambit. We have asked for additional help during the current hearings of this
committee, and I think I would like to ask Mr. Molgat what he envisages by,
as he says, “a small but expert staff”’? I just wanted to ask Mr. Molgat what
he envisaged by this type of staff—the work it would do, who would appoint
it and who would pay it.

Mr. MoLGAT: My view would be that this committee would have four or five
experts in the field of transportation, who would be strictly responsible to the
committee itself; not responsible to the transport commission, not responsible to
the Department of Transport, but responsible to the committee—your experts.
This is not exactly a comparable situation, but in the case of your public accounts
committee you have the Auditor General who is an independent individual and
to whom, as I understand, at least, members of the House of Commons can go for
information and get all the details that they want.

Comparing it to our situation in Manitoba and our own committees of the
house, I find, as leader of the opposition, that the public accounts committee, for
example, is really an ineffective committee because I do not have anyone I can
turn to for information and for advice who is not a government employee. I
would like to see, in so far as we are concerned in our committees, such staff as
are not government staff to which a member could turn. I think that in your
committee here, if you had four or five well qualified experts, your committee
would be doing a more effective job.

Mr. MATHER: I was wondering, in considering the railway’s claims for
relief from branch lines, whether Mr. Molgat believes that these branch lines can
be considered merely on their own local economic basis or rather would he agree
with the philosophy that, in fairness to all concerned, the whole structure of
the railway corporations, including their non-rail operations, should be taken
into consideration?

Mr. MoLGAT: We have always held in the west that the non-rail operations
certainly ought to be considered when you go into details like the freight rates,
particularly when the horizontal increases were being put on, and on questions
like the Crowsnest rates. These are factors.

I had not thought about them, frankly, in terms of straight branch line
abandonment. It seems to me that there is room in the west for some rational-
ization of our branch lines. I do not think that we can take the position simply
that there must be no abandonment. I think there are some cases of individual
lines which are really a duplicaion.

Mr. MATHER: I agree with that, but if we agree to the idea of some
rationalization affecting branch lines and services to the people concerned, would
you think that it would be still proper to view the whole structure of the
railways before we could come to what is a realistic basis of rationalization, or
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abandonment? Do you think that you could just take the branch lines operating
in their own spheres and make a decision on that basis, or would it not be more
proper to try to view the whole structure of the railways and find out just how
necessary it is to have these lines abandoned or otherwise?

Mr. MoLGAT: I certainly think that you cannot take a branch line in
complete isolation, but it does contribute, by virtue of being there, to the balance
of the railway operation, and obviously when you are discussing costs and so on,
if the branch line was not there you cannot consider just that section of line by
itself. You have also got to get to the main line. Therefore you cannot take it in
complete isolation, admittedly, Mr. Mather; but I would think that, while this
ought to be a background consideration, you also have to go back line by line
where we have cases of lines just a very few miles apart, and that we could be
providing these people with better transportation facilities and better services,
provided that you do some other things. This is why my proposal of alternate
road transport, I think, is an essential part of this operation.

Mr. MATHER: You would agree that the economic structure of the railways
and their non-rail operations should be considered as a background element in
this?

Mr. MoLGAT: The position I have always taken is that the railways got a
very good deal when they came out west. They got a lot of land, and a lot of
mineral rights, and that these factors were part and parcel of the bargain.

Mr. MATHER: The reason for their original existence was the rail lines, but
that led to their acquisition of other property.

Mr. MoLGAT: That is right. These are tied together.

Mr. BALLARD: Mr. Molgat, I would like to congratulate you on your
submission, particularly on three items that come to my mind; first, the
statement that you made in connection with the abandonment of the Crowsnest
pass rates; also your statement in connection with the abandonment of branch
lines; and, most particularly, your suggestion that highways be built where
branch lines have been abandoned.

I have just had a very brief chance to read your submission and I detected
the difference in tone in your oral submission as compared to your written
submission. I do not say this in a critical manner. .. I want to wait to see who is
in the Chair before I put the question!

The AcTING CHAIRMAN (Mr. McWilliam): I will give you more latitude than
the Chairman.

Mr. BALLARrD: I was saying, Mr. Chairman, that I detected a difference in
tone in the written submission and the oral submission of Mr. Molgat, because in
his written submission he has made several suggestions with regard to the
responsibilities of this committee. I want to ask my question from the other side,
and ask him if his submission in any way is intended to diminish the respon-
sibilities of the transportation commission as envisaged by the act?

The CHAIRMAN: He has already put this in his brief, Mr. Ballard.

Mr. BALLARD: In other words, are you suggesting that this committee take

over some of the responsibilities of the transportation commission?
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Mr. MoLGAT: Noj; I think I did say in the brief that my comments were not
an indication of lack of confidence in the transportation commission. I have no
idea who is going to be on the transportation commission. I realize that there is
the possibility of duplication, but the risks in duplication are, in my opinion, well
worth the advantages which would be obtained by having your committee which
is, after all, representative of all of Canada, because you have members here
from every province, and of every shade of political opinion—that there would
be advantages in having this committee, in a sense, somewhat independent from
the transportation commission, and not tied to any mode of transportation, or
any transportation background, but more independent in its views.

It is not meant as a criticism of the commission. I do not know who is going
to be on the commission.

The CHAIRMAN: That is all I am allowing you in that field, Mr. Ballard.

Mr. BALLARD: In other words, Mr. Molgat, you would suggest that it would
be quite proper to reverse the trend that has been going on, where we try to take
the question of transportation problems out of politics, and bring the political
factor back into the decision-making on questions which do affect railways and
other types of transportation?

Mr. MoLGaT: I do not want it to become a matter of partisan politics, but I
think it is, after all, a matter of national concern and quite obviously of political
decision.

The CHAIRMAN: There is no other way it could happen, because of this
committee.

Mr. Ballard, I am really ruling out that line of questioning. I do not think I
should allow you a question which I did not allow from other members of the
committee.

Mr. BALLARD: I just wanted to point out to Mr. Molgat that this committee is
non-political.

The CHAIRMAN: Of course. Are there any other questions?

- Mr. Pascoke: T just want to follow up briefly with regard to branch lines. I
did not make a full note on it, but I think Mr. Molgat said something about the
reduced need for wheat delivery quotas.

Does he envisage the using of the wheat board’s present efforts of equaliza-
tion of deliveries at all points, and does he see the possibility of larger deliveries
at points most easily served by railways?

Mr. MoLGAT: I think what I was referring to there was that it was because
there has been an improvement in the sales. What is happening, certainly in
many parts of Manitoba, where there was land which was not being fully
used—it was bushland—is that it is now being used for crops. Some land which
had been previously turned over to pasture is going back into straight crop land.
Therefore, the deliveries are increasing.

What was your other question?

Mr. PAscoE: Do you think there should be equalization, or do you see a plan
whereby there would be larger deliveries at points more easily served by the
railways? :
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Mr. MorcaT: I think that what is happening, so far as Manitoba is
concerned, is that the farmers themselves are choosing to go to a point where
there is competition. In many cases where there is only one elevator company
represented they may bypass that point and go to another one which may, in
some cases, be further away, but where they are in a competitive position.

There is a trend towards the building of larger elevators with better
facilities. This is coming along. I think it has been held back by the fact that
there was uncertainty about what would happen on the matter of branch lines.

Mr. PascoE: But do you still think that there should be equalization at all
points?

Mr. MoLGAT: I suppose it would be desirable if it could be done, but I do not
think it is going to happen all at once.

The CHAIRMAN: Gentlemen, I want to thank Mr. Molgat for coming and for
his very helpful presentation. The parts that I thought should not be entered into
were of great interest to some of our Committee members, it seems, but these are
the woes of a Chairman.

Before we adjourn, I wish to bring to your attention the brief of Wabush
Mines which was presented yesterday. Mr. Harris, the chartered accountant of
that firm, did undertake to table with this Committee an estimate of the fixed
rate under proposed section 336, for the movement of iron ore on the QNS&L. I
would ask for a motion that these be printed, following the evidence of the
Wabush Mines, in our Minutes of Evidence and Proceedings.

Mr. CANTELON: I so move.
Mr. LancgLo1s: I second the motion.
Motion agreed to.

The CHAIRMAN: As I announced to this Committee earlier, it was the
intention to start the clause-by-clause study on November 17. I have just
received a telephone call from Mr. Mauro, counsel for the government of
Manitoba, and we have arrived at a tentative date for his appearance. Their brief
is prepared, but it will have to be approved by their cabinet. The tentative date
is set for Thursday, November 17 at 9.30 a.m. I have advised Mr. Mauro that we
will sit all day, in the hope that we can finalize their brief and their evidence by
Thursday evening, and, if not, that he will also be heard on Friday morning. I
believe that tentative date has been set, subject to hotel accommodation being
obtained. I would think that after November 16, hotel accommodation will be
more plentiful. Had it not been for November 14, 15 and 16, when we are not
sitting, we would have heard the brief earlier, but as of this moment, on
Thursday, November 17 at 9.30 a.m. we will have the brief of the Manitoba
government.

We stand adjourned until tomorrow morning at 9.30 a.m., when we will
hear a short brief of the Canada Steamship Lines, the Winnipeg Chamber of
Commerce, and, in the afternoon, the Canadian Trucking Association.
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APPENDIX A-24

Submission
of

THE LIBERAL PARTY OF MANITOBA

to the Committee
ON TRANSPORT AND COMMUNICATIONS
OF THE HOUSE OF COMMONS

Concerning
Bill'C 231

The Liberal Party of Manitoba welcomes the chance to express its views to
your Committee on the proposed new National Transportation Act contained in
Bill C 231. We recognize that it is the outcome of many years of searching
inquiry into one of Canada’s greatest problems—the maintenance of a healthy
and vigorous Canadian transportation system.

Located as we are at the heart of the continent, it is obvious that transporta-
tion policies are of even greater concern to Manitobans than to Canadians as a
whole.

We congratulate the Government of Canada for producing legislation which
will permit the different modes of transportation to operate with greater
freedom from regulation than before, and which at the same time ensures that
the public interest remains uppermost.

We recognize that the Bill encompasses almost all transportation fields in
Canada, but for this particular brief, I want to address myself mainly to the
aspects of the Bill dealing with railway matters.

This obviously does not mean that we are not concerned about other forms
of transport. The comments you have heard from Manitoba in the past regarding
air transport and overhaul bases in particular, will, I am sure, convince you of
that.

I would like to say that we welcomed the recent announcement regarding a
regional air policy. We consider this long awaited policy a major step forward
and approve of the principles announced. Again because of our geographic
location, we realize the importance to Manitoba in particular. We hope that the
principles can now be translated into policy and action at the earliest possible
date.

Fears have been expressed that by granting the railways more freedom to
compete for business, the other modes of transportation will be made to suffer.
Concern has been indicated that because of their sheer size and economic power,
the railways will become the overwhelming giant of Canadian transportation
while the other modes decline. It is argued accordingly that the proposed
freedom to compete should not be permitted.

The Liberal Party of Manitoba does not accept any such argument. We
cannot forget that one of the main principles of the legislation is the orderly
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reduction of the huge subsidies that continue to be paid out of the Treasury to
the railways.

And we acknowledge that the legislation is a sincere attempt, once and for
all, to overcome the recurring impact of horizontal percentage increases in
freight rates.

For years, Manitoba was affected as much as any region of Canada by this
method of dealing with the cost of transportation. We complained, and with
justification, but we welcome legislation designed to relegate horizontal percent-
age increases to history. In welcoming such legislation, we are keeping in mind
that everything done under it must ultimately satisfy the tests laid down by the
public interest.

The concept embodied in this Bill is in some ways an experiment. It calls for
almost complete removal of regulation from the Canadian transportation system
except where the public interest or monopoly situation demands that it remain.
We intend to touch on three specific aspects of that public interest later in this
brief and to suggest changes which will be beneficial. Before doing so we wish to
draw to your attention an important improvement in principle which we believe
should be adopted.

I THE ROLE OF THE STANDING COMMITTEE ON TRANSPORT & COM-
MUNICATIONS

We recommended that the Committee on Transport and Communications
—your Committee—be strengthened and augmented.

We would like to see this Committee sit and work continuously throughout
the year.

We think it should be given a small but expert staff to be employed full time
independently of the Department of Transport and the new Canadian Transport
Commission.

We recognize the possibility of duplication of the Authority and of the work
of the Committee and of the new ‘“Canadian Transport Commission” or the
Department of Transport, but we believe much of this could be overcome by
setting out terms of reference for each body. In any case, in view of the extreme
importance of transportation to Canadian development and independence, we
believe that the advantages of a dynamic, active, informed Committee of the
House would far outweigh any disadvantages of possible duplication. There have
been, and undoubtedly there will continue to be, great problems in transporta-
tion in Canada, but there is also a great challenge—

a challenge to members of this Committee to bring new, creative thinking
to a basic Canadian problem, to our original Canadian problem of binding
into one country a mixture of regions and people stretching for 4,000
miles from Newfoundland to Vancouver Island.

I visualize your Committee being the continuing parliamentary authority on
all questions of transport. The Standing Committee would be doing its own
research into problems of Canadian transportation.
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There are many fields of study and activity outside the scope of the
Canadian Transportation Commission. The Standing Committee could be investi-
gating and proposing long range solutions in many broad areas—

—the problems of regional development in relation to long-term transporta-

tion.

—the future manpower requirements in the transportation industry and
how the costs will be covered.

—the modernization of our transport system and equipment which in-
cludes endless possible considerations such as commuter services and
urban development, cooperation between various companies and modes
of transport, and many others. A precise example of a type of study is
that of joint yards and services. In the field of air transport, we have
accepted the principle that the airport services are provided by a sep-
arate agency and all carriers use the joint terminal. Would this same
principle applied to railways in particular, or possibly trucking, pro-
vide savings and improved efficiency?

Your Committee would have under continuous review, the effect in all its
aspects of the new and different approach embodied in the Bill. In this con-
nection the Committee would hold hearings, to which could be summoned
transportation people, representatives of the Commission and the Department
of Transport and all others who could assist the Committee in resolving trans-
portation questions. It could hear appeals and submissions from all regions of
Canada, and from individuals.

Even with the changes proposed by the Bill, the Treasury will remain
committed for large sums for many years. Indeed, the Bill itself, while providing
for progressive reduction of the general subsidies now being paid, envisages new
payments in the area of uneconomic passenger services and the phasing out of
certain branch lines, to mention only two. The studies and inquiries of the
Committee, as we suggest it should be constituted, would be of enormous
assistance to Parliament in making decisions on such questions.

Such a committee might also undertake to assist in a review of the branch
lines that have been ‘“frozen” for ten years. As each new development takes
place it should be evaluated in terms of the ultimate decision whether to
abandon any branch line. A line that today appears ripe for abandonment may
not be so in ten years, after careful study of such matters as projected grain
traffic, or a recent mineral “find”’ such as potash. (See Appendix “A” and “B”
attached). Here again, the Committee could be of great assistance to Parliament
as well as being a group to which interested citizens could present their best
thinking to help find realistic answers to difficult questions.

It has already been stated that when the Bill becomes law, an experiment
will have begun. To be successful, I believe this experiment will have to be
under constant scrutiny.

One immediate result of the new legislation will be that the freight rate
structure built up over many years, and under the old regulatory controls, will
begin to change. Some of the effect of this may be adverse. For example, a trend
toward more, rather than less centralization of industrial development, may take
place, based on a scale of transportation charges more favourable to central
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Canada than is at present the case. Manitoba would be concerned about such a
trend and would want assurance that its proposals for overcoming the detrimen-
tal effects of such a trend on its economy were listened to and acted upon. It
could go to the newly constituted Committee.

Further down the scale but of just as much importance, the new freedom to
compete is bound to work some injustice on individuals. Smaller businesses and
industries are particularly vulnerable to unequal revisions in the cost of their
transportation and as the present rules against unjust discrimination as between
shippers are to be abolished, we fear that the shipper whose interests are
adversely affected will have no easily attainable means of redress.

If a business has the cost of moving its raw materials into its plant, or its
finished product to the market, raised, while its competitor down the street does
not, the result can be serious, perhaps even disastrous. And such a business may
not be able to solve the problem by turning to another mode of transportation.
Competition is not just a matter of rates. The truck service may mnot be as
frequent or as fast as that offered by the railway. Or if the business has access to
water transportation, the ability of the water carrier to move the raw materials
or the finished product may be incompatible with market demands. Or the
business may find that to buy its own means of transportation is beyond its
financial means.

Where then does it turn for relief? In some few cases, clause 44 of the Bill
may provide the answer. But unless the appellant can satisfy the Commission
that his case involves the public interest, his application for leave to appeal will
be denied. The House Committee would be a forum where the small business
man can go quickly and cheaply, without the expense and inevitable delay of an
appeal to the Commission.

The proposed Committee, as we see it, would in a proper case, make its own
investigation and persuade the Commission to reconsider its decision on the
appellant’s case or convince the Commission that however small the business
may be, the problem is really a matter of public interest.

Our concern in this area should not be taken to mean we lack confidence in
the new Commission. However, we are afraid, that at least for the next few
years, the Commission will be mainly concerned with the big problems and the
large issues that the freedom granted by the Bill will create. We do not want to
see the ordinary citizen forgotten. We want him to have a place to which he can
go, as of right, where he can state his case and have his remedy, even though the
broad public interest may not be directly involved. We visualize the proposed
Committee as carrying out this function.

II BRANCH LINE ABANDONMENT

While the Bill contains important and far-reaching changes in the transpor-
tation law of Canada, probably the most significant are the sections dealing with
branch line abandonment. The Liberal Party of Manitoba studied Bill No. C-120
which was withdrawn some time ago, and we wish to state that the present Bill
is a vast improvement over the earlier Bill in the matter of the branch line
problem. However, we are strongly of the opinion that the machinery for
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determining whether any branch line is to be abandoned is still deficient, and we
urge the Committee to recommend the necessary amendments to make good this
deficiency.

The way the Bill now reads, there is the danger that the decision to abandon
a branch line may be made by the Commission after it looks at only the costs and
revenues of the railway relative to the particular branch line, and that the other
important factors grouped under the general heading of the public interest
merely come under consideration when it is being decided how long it should be
before the branch line is abandoned. We do not think this is good enough.

Anyone familiar with Western Canada knows that the transportation of
grain, to name only one commodity, is dependent upon the existing network of
roads and railway branch lines. The removal of one branch line on the basis of
excess of railway cost over railway revenue, without taking into consideration
the needs of the region affected as well as the requirements of the communities
along the line, could have very serious adverse economic effects.

The way the Bill is now written, the Commission is not even required to
hold public hearings in connection with any branch line abandonment applica-
tion. Hearings are only to be held in the discretion of the Commission if this
appears desirable, and then only after the basic decision whether to abandon the
line, has been made. In such circumstances, even if hearings were held, the
desire of the people affected to make known their side of the story would be
largely frustrated, and indeed one wonders why there would be any use in
holding hearings at all.

The Liberal Party of Manitoba urges most strongly that the Bill be revised
to make it absolutely clear that no part of the process of deciding whether a
branch line should be abandoned, should be allowed to take place without having
a hearing at which all persons affected or interested are entitled to make their
views known, and at which the costs and revenues of the railways attributable to
the branch line in question are open to scrutiny and subject to question. Only in
this way will the Commission be able to discharge its function properly, because
in this way it will reach its conclusions based on all of the important factors, not
just some of them.

We would also make another suggestion which would assist the Commission
to overcome one of the great obstacles to any of the branch line rationalization
program. We refer to the fear of many people located along branch lines that if
they are permitted to be abandoned, no adequate alternative means of trans-
portation will be provided.

In many cases, the provision of a hard-surfaced all-weather highway from
the area formerly served by the abandoned branch line to major loading points
on continuing lines or connecting with existing trunk highways, would overcome
the problem, and we strongly recommend that the Federal Government make it
a matter of policy to share in the cost of constructing such roads in cooperation
with the Provinces.

We believe that a Federal Government policy of cost-sharing on such
replacement roads would greatly reduce the objections to some proposed
abandonments and would further assist in the general economic development of
many areas.
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We welcome the announcement of the Government that the bulk of the
branch lines in Western Canada will be frozen until 1975, and that no abandon-
ment applications in respect of them will be entertained during that period. We
hope that during the remaining nine years, a thorough study will be made of the
requirements of the regions and communities served by these lines and of all the
new factors arising, so that when abandonment applications are heard, all of the
factors will be readily available to the Commission, and that there will be no
appreciable delay between the abandonment of any line and the provision of
alternative facilities.

As a matter of fact, the strengthened Committee on Transport and Com-
munications which we are recommending, might well undertake as one of its
major projects, such a study, so that by 1975, Parliament will be fully aware of
the economic and social impact of the redrawing of the transportation map of
Western Canada that will likely then begin to take place.

III CROW’S NEST RATES

Clause 50 of the Bill guarantees the continuance of the Crow’s Nest Rates
on grain being exported out of Western Canada, either through the Lakehead or
Pacific Coast ports. We are glad to see these rates are guaranteed in such
unmistakable terms, and assume that the reference in clause 50 to the three-year
study of the revenues and costs of the railways, with reference to the carriage of
grain and grain products, is only to determine whether the railways should be
paid a sudsidy or not.

If, on the other hand, there is any suggestion that such a study could lead to
cancellation of Crow’s Nest Rates, then the Liberal Party of Manitoba would
oppose any such move with all the resources at its command.

IV MAXIMUM RATES

We recognize that if the railways are to have the freedom to compete, they
must compete with other modes of transportation and must have the freedom to
set rates that those other modes possess. We also recognize that the provisions in
the Bill dealing with maximum rates are an attempt to protect the so-called
captive shipper, who has no alternative competitive modes of transportation to
which he can turn if he cannot make a satisfactory bargain with the railways.

As we have already stated, there are bound to be individual cases of
injustice or hardship, and we hope that the maximum rate formula laid down by
the Bill will be sufficient to protect the captive shipper. We do not think it either
constructive or helpful to suggest more rigid controls in this area, but we do
think that the provision requiring the Transportation Commission to report on
the operation of the formula after five years, inadequate. While it is true that
the first five years will likely see the greatest number of difficulties, regional or
individual problems or inequalities, as a result of the new freight rate freedom
will likely be most severely felt during that same period of time.

Equally, the results of the abolition of the principle of unjust discrimina-
tion will be most noticeable during the first years after the Bill has come into
force.

We suggest that it be made abundantly clear that the Commission report
more often than after the first five years, preferably annually.
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We do not think it necessary for the Commission to hold any public
hearings on the operation of the section until after five years have expired, but
we think it ought to be open to the strengthened Committee on Transport and
Communications that we are recommending, to call upon the Commission to
report to it annually on the effect of the maximum rate control provisions and
the effect of unjust discrimination, and at the same time to afford people affected
by these provisions the right to appear before it as well.

Mention has already been made to the concern that Manitoba would have
over any trend in the freight rate structure toward favouring further industrial
development in Central Canada, at the expense of the Provinces lying to the east
and the west.

Undeniably, the level of transportation cost will always be one of the main
factors influencing an industry in deciding whether to locate a new plant or not.
Any regional program of industrial development has to take account of this fact,
and when the region is at a distance from the markets, every effort has to be
made to keep transportation costs at a minimum.

We recognize that all of the modes of transportation are interested in
developing new business, including business that may arise out of any such
program of industrial development, but at the same time we are concerned about
the possibility that the power being given to the railways to set their transporta-
tion charges, could be exercised with too little regard being paid to the need for
continuing industrial development in areas like Manitoba.

We want assurance that if such a problem should occur, there is an authority
to which we can appeal, and we visualize the recommended Committee on
Transport and Communications as being a body to which we could go.
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TRANSPORT AND COMMUNICATIONS

WHEAT MARKETINGS—WESTERN CANADA
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(Source: Board of Grain Commissioners)

Bushels
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227,121,473
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237,299,606
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293,986,770
319,570,690
367,845,304
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378,513,955
396,211,595
305,345,475
474,293,069
568,620,219
524,514,730
567,956,277
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APPENDIX “B”

PRODUCTION OF POTASH IN CANADA

Year Tons
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MINUTES OF PROCEEDINGS

THURSDAY, November 3, 1966.
(57)

The Standing Committee on Transport and Communications met this day
at 9.40 o’clock a.m., the Chairman, Mr. Macaluso, presiding.

Members present: Mrs. Rideout and Messrs. Andras, Co6té (Nicolet-
Yamaska), Deachman, Groos, O’Keefe, Jamieson, Legault, Macaluso, Martin
(Timmins), Pascoe, Southam, Stafford (13).

Also present: Honourable J. W. Pickersgill, Minister of Transport and Dr.
Donald Armstrong, Economic Advisor to the Committee.

In attendance: Representing the Canada Steamship Lines: Mr. Hazen
Hansard, Q.C., Counsel; Mr. R. J. Paquin, Freight Traffic Manager. From the
Windsor Chamber of Commerce, Freight Traffic Committee: Mr. John McKeown,
Secretary; Mr. Robert Merrifield, Vice-Chairman, Mr. Harry Ringrose, Mem-
ber.

The Chairman introduced Dr. Donald Armstrong to the members and
explained that he had been retained as Economic Advisor of the Transport and
Communications Committee.

On motion of Mr. Pascoe, seconded by Mr. O’Keefe,

Resolved,—That the Canada Steamship Lines’ brief be printed as an appen-
dix to this day’s Minutes of Proceedings and Evidence (See Appendix A-25).

The Chairman invited the witnesses from the Canada Steamship Lines to
summarize their brief and they were questioned thereon.

The Chairman thanked the C.S.L. witnesses and introduced the witnesses

from the Windsor Chamber of Commerce and invited Mr. McKeown to read
his brief.

It was moved by Mr. Deachman, seconded by Mr. Southam and resolved
that the mileage table be taken as having been read into the brief.

There being no further questions of the witnesses, at 10.35 o’clock a.m.,
the Committee adjourned until 3.30 o’clock p.m. this date.

AFTERNOON SITTING
(58)

The Standing Committee met this date at 3.35 o’clock p.m., the Chairman,
Mr. Macaluso, presiding.
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Members present: Mrs. Rideout and Messrs. Allmand, Andras, Cantelon,
Deachman, Horner (Acadia), Howe (Wellington-Huron), O’Keefe, Jamieson,
Langlois (Chicoutimi), Legault, Macaluso, MacEwan, Martin (Timmins),
McWilliam, Pascoe, Reid, Sherman, Southam, Stafford (20).

Also present: Honourable J. W. Pickersgill, Minister of Transport; Hon-
ourable John Turner, Minister without Portfolio; Dr. Donald Armstrong, Eco-
nomic Advisor to the Committee.

In attendance: Mr. John Magee, General Manager, Canadian Trucking
Associations Inc.; Dr. K. W. Studnicki-Gizbert, Associate Professor of Economics,
York University; Mr. Marius Gendreau, Assistant General Manager, Canadian
Trucking Associations Inc.

On motion of Mr. Southam, seconded by Mr. Stafford,

Resolved,—That the brief of the Canadian Trucking Associations Inc. be
printed as an appendix to this day’s Minutes of Proceedings and Evidence (See
Appendix A-26).

The Chairman introduced the witnesses and invited Mr. Magee to read a
summary of the brief.

At the conclusion of the summary, the Honourable J. W. Pickersgill
commented briefly on submission of the Canadian Trucking Associations Inc. The
Chairman then invited the Members to examine the witnesses.

And the examination of the witnesses being concluded, the Chairman
thanked the witnesses for their presentation. The meeting adjourned at 6.00
o’clock p.m. until 9.30 o’clock a.m., Friday, November 4, 1966.

RV.Virte,
Clerk of the Committee.




EVIDENCE
(Recorded by Electronic Apparatus)

THURSDAY, November 3, 1966

The CHAIRMAN: Gentlemen we have a quorum. First of all, I would like to
introduce to the members of the Committee, Dr. Armstrong whom we have
retained as our special consultant. Dr. Armstrong was born in Nanton, Alberta,
received his B.A. and B. Comm. in Alberta, his Ph.D at McGill and had one year
of doctoral study in Manchester. He has had royal commission experience, as a
member of the Borden and Gordon Commissions, revision of the Newfoundland
terms, the MacPherson Royal Commission and the Commission on Bilingualism
and Biculturalism. He is a business consultant to a large number of firms, trade
associations and all three levels of government and a member of various
publications, including the Quebec Economic Council and the founding direc-
tor of the graduate school of business at McGill University. We are very happy
to have you with us today, Dr. Armstrong.

We have, this morning, the submission of the Canada Steamship Lines
Limited. To my immediate right is Mr. Hazen Hansard, Q.C., counsel for Canada
Steamship Lines Limited, Mr. R. J. Paquin, freight traffic manager. Mr. Keating
is not with us this morning.

May I have a motion please that we print the brief as an appendix to our
evidence.

Mr. PAscoE: I so move.
Mr. O’KEEFE: I second the motion.
Motion agreed to.

Mr. HAZEN HANSARD Q.C. (Counsel, Canada Steamship Lines): Mr. Chair-
man and hon. members of the Committee, the point that this brief covers is a
very short one. The only reason the brief is 6 pages is that there is so little
history behind it. We are only making a submission in respect of section 469 of
Bill No. C-231 and that, as the Committee will be aware, is the provision
whereby there is a sort of tapering off of subsidies payable hitherto to the
transportation companies, subject to certain orders of the Board of Transport
Commissioners.

I think I will make my point immediately—and, I understand, Mr. Chair-
man, you do not wish me to read the brief, because it has been distributed—by
referring to the opening wording of section 469 and, if you will be good enough
to look at that, you will see that it starts with subsection (1) in this section,

(a) “eligible companies” means the railway companies under the juris-
diction of parliament that are subject to Order No. 93600 of the
Board of Transport Commissioners for Canada—
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I will stop there if I may. You will note “means the railway companies under the
jurisdiction of parliament.” If you will be good enough to refer to paragraph 9 of
our submission, you will see that we have listed there the transportation
companies that have hitherto been affected by these subsidies and, you will
observe that in the list of some 13 companies, all of them but one are railway
companies.

First of all, there are the two transcontinental Canadian lines and then there
are a number of other railways affected, including a number of American
railway companies and then the sixth company down is the company that I
appear for, Canada Steamship Lines Limited which is, of course, not a railway
company. It seems to me that I could make myself best understood by explaining
how they got into that business.

The Canada Steamship Lines operate on the great lakes from the lakehead
to Montreal and below, but they operate between Fort William and Port Arthur
and Montreal water services that are known as package freight services and,
they also have their bulk wheat. One difference between those two is that one is
subject to the regulation of parliament and of the Board of Transport Com-
missioners as to rates and other matters under the Transport Act. In connection
with their operations—and this has a long, long history—the Canada Steamship
Lines operate in conjunction with the Canadian National Railways, two services
that are referred to in the trade, if I may use the expression, as rail lake and rail
services and lake and rail services or, in the Transport Board’s orders, with
which we are concerned in this section, instead of lakes, they would use the word
water and, I have used that in our submission, because that is the language of
this Order No. 93600.

These are joint through rates that are published by and participated in by
the railroad and the water line. They date back—as far as the rail lake and rail
are concerned—I understand to the time before the through transcontinental
lines had traversed more than Ontario and traffic moved rail, lake and rail. They
have been preserved ever since and, they represent an alternative route
whereby shippers may, if they wish, obtain somewhat lower rates which reflect
the participation of the water line in the joint haul.

I do not think I need to say here that it is invariably the case that water
rates, because of the disadvantages that water transport entails, slower and so
on, are always lower than the railways, but the fact of the matter is that these
two, rail lake and rail rates and lake and rail rates or, rail water-rail rates are
an alternative service participated in both by the railroads, the CNR in our case
and they compete with the all-rail and there is a definite relationship that over
the years has been established between rail and water rates and a scale of
differentials, so-called, which is a scale of the difference between the rail and the
water that has been in existence for many, many years. The Committee will see
that in the orders of the board to which reference is made both in the section of
the bill I am talking about, and in our submission, reference is made to these
differentials, and there is a direction in the first order, which is the one
establishing the 17 per cent increase, that the differential relationship between
the all-rail, the rail-water-rail and the water-rail rates by maintained.
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In the board’s orders and in the Freight Rates Reduction Act providing for a
hold-down in these rates, the companies affected in this way are all referred to
as either “companies” or “transportation companies” and, particularly in the
Freight Rates Reduction Act, “company” is defined as meaning a transporta-
tion company. Of course, “transportation company” takes us into account,
because we are a transportation company, but we happen to be a steamship
company rather. than a railway company, and it takes the railway companies
into account, and that is why that expression was used there.

When we come to the present bill and this is the sole point in question, we
find that of all these companies we are the only one left out because the
draftsman has selectd the expression “railway company’”, which is a narrower
expression than “transportation company’”. Our request is that the section be
amended to read “transportation company” instead of “railway company”
wherever that appears.

That is the sole purpose of this submission. I think it should be said that
because of the competitive relationship between these two types of rates which
the differentials represent, when freight rates come down water rates have to
come down. By reason of the forces of competition, these differentials which
have been established over the years—while it is a matter of sense and it does
not always work out to the last fraction—represent the competitive difference
between the two classes of service. When the all-rail rates come down, the
water rates come down, and vice versa. In other words, they are tied together
as they compete with one another with a different form of transportation.

The other point I would like to make to the Committee is that included in
the list of railway companies, of course, is the Canadian Pacific Railway
Company and it has, and still maintains, a rail-lake-rail service. It does not have
a separate water carrier participating in that service; it does it with its own
vessels. But the same competitive rates are published, and because it is a railway
company it is included in this definition in the bill; whereas, because we are a
steamship company we are excluded. Of course, here are two identical services,
two identical types of rates, one of which under this bill as drafted would
profit—I do not think that is the right word—be covered by the secticn and the
other would not, and we submit that that cannot be the intention as it would put
us in an unfair competitive position. Even if that were not the case, even if the
Canadian Pacific did not have this service, we still operate a competitive service,
and every time our competitors get an advantage in respect of their rates that we
do not get, we are discriminated against. And that is the burden of our song, Mr.
Chairman. I do not think there is anything more I need say in opening. If
anybody wants to ask me any questions I would be delighted to try to answer
them.

The CHAIRMAN: Thank you, Mr. Hansard. I do not know that there are any
questions. It is just a matter of amending a term in one section. Mr. Martin?

Mr. MARTIN (Timmins): I might have misunderstood you. As I recall, you
said that you would expect that if the rail rates come down, the water rates come
down, and vice versa. Is the differential just for the sake of the differential, or
does the cost and other factors enter into it?
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Mr. HansArD: The differential reflects the costs, perhaps. That is the way I
should have expressed it. It reflects the difference (a) in the cost and (b) in the
quality of the service, as you will see. If you run a water line you have to
charge less if you want to attract the traffic, because it takes you longer to get
the goods from point “A” to point “B”.

These services run, as far as Canada Steamships and Canadian National are
concerned, from Port Arthur to Point Edwards, which is Sarnia. That is the
distance covered by the water haul. The railway handles it east and west, you
see, so that is why it is called rail-lake-rail. The reason the rate is lower, I
suppose, is partly costs, but I think it is more the quality of the service; that is
to say, all-rail can do that trip quicker than the water can, but for people who
are not in that much of a hurry there is an advantage to be gained by taking
the slower and cheaper route. Does that answer your question, sir?

Mr. MARTIN (Timmins): Not completely. Again, I might have got the wrong
impression, but from your remarks I got the impression that the only time that
the rates differed was when one moved and the other met it either up or down.

Mr. HANSARD: By “moved” do you mean when there is a change in the
all-rail rates, for instance?

Mr. MARTIN (Timmins): Yes.

Mr. Hansarp: Normally speaking, that is the case, and this has been the
situation under control by the transport board. The rates have been related one
to the other by these differentials, in their orders. For instance, if the rail rate
went up and we did not go up, we would attract more than our fair share of the
traffic away from the rails, or the other way around. Over the years there has
been established this differential relationship. I think they are referred to as

“standard scale of differentials” in the order, and that reflects the difference
of all factors, between the two services.

Mr. MARTIN (Timmins): In effect, then, one cannot move without the other?

Mr. HaNsARD: That has been substantially so under the control of the
transport board. That is correct.

Mr. PAscoE: Mr. Chairman, the witness stated something about it being
slower by water than by rail. Is it very much slower?

Mr. HANsARD: Now you are getting me a little out of my depth. At one time
it was very substantially slower. I do not think it is as slow now. One of the
things the Canada Steamship Lines has had to do is to modernize its package
freight fleet, but there is a substantial difference in time. I have not got the
schedules here, but there is no question about that. And there are other things,
too. There is transshipment, and all sorts of things involved in it.

Mr. PascoE: Would you have any idea of the difference?

Mr. R. J. PaQuiN (Freight Traffic Manager, Canada Steamship Lines): Take
for example a shipment from Toronto to Winnipeg. It might be 48 hours behind
the all-rail—two days.

Mr. Pascok: Could you give the Committee any idea of the principal cargo
that you carry?
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Mr. HansArD: I would ask Mr. Paquin to answer that, if I may. He is more

familiar with that than I.

Mr. PAQUIN: Do you want us to supply a list?
Mr. Pascok: No, I just want to know generally what it is.

Mr. Paquin: Well, generally, it is all types of traffic, general cargo. I do not
think there is one big block of traffic except, possibly, steel. Steel is a big item
from the mills in Hamilton to all destinations in western Canada.

Mr. PAscoE: What about grain and canned goods? What about wheat?

Mr. PAQUIN: Wheat does not come under the control. Wheat is on a bulk
boat. We are talking package traffic freight now.

Mr. Pascok: Well, do you carry any passengers at all?
Mr. Paquin: None, at all.

Mr. PascoE: I think that is all. I would prefer to ask the Minister if this
wording was by design at all.

Hon. J. W. PICKERSGILL (Minister of Transport): I am not sure that I gave
personally that much detailed attention to the actual drafting that it would be
wise for me to answer that question. I would point out, of course, that there are
in my view two sides to this question. In the first place, at present the rates of
Canada Steamships are fixed by law just as the rates of the railways are. Once
this bill is passed they will no longer be fixed by law. They will be perfectly free
to set any rates they like. Now, the only reason they are getting this compensa-
tion now is that their rates are frozen by law.

Mr. PASCOE: These frozen rates are under the Freight Rates Reduction Act?

Mr. PIcKERSGILL: Yes. They are being paid, as the railways are, for keeping
those rates frozen. Now, on the other hand, of course, the railways will be free,
once this bill is passed, to change their rates, too, and, therefore, you may say:
“Why should the railways be compensated through the transitional grants and
Canada Steamships not share in that compensation for what might be called
‘the tapering off’ period?” Now, this is a question that I am quite prepared to
look at again, but I am not quite satisfied it was just an oversight.

Mr. HANSARD: Might I just say one word to you, Mr. Pickersgill, in reply. I
am not suggesting that the wording was by design; however I think I did use the
expression oversight in my brief because I was expressing, what shall we say,
parliamentary immunity, perhaps. The situation is clearly this: these rates,
whether recommended by the transport board or not, are competitive one with
the other. We have been held down just as the railways have and we have also
participated in the voluntary holding down although the voluntary holding down
was not perhaps so voluntary on our part as it was on the railways. The fact that
the railways were held down kept us down. But let us assume that we were
voluntary about that. The result is that we have had the same problem to face
and this relates only to these joint rates with the railways, with CNR in our case,
and to the CPR rail, lake and rail rates. We have been in the same boat with the
rest of the transportation companies and we do not honestly see why we should
not be tapered off just the same as the other transportation companies. That is
what we are asking.



2304 TRANSPORT AND COMMUNICATIONS November 3, 1966

Mr. PicKERSGILL: Well, I would just like to make one further comment
about that to the Committee. The government will have to consider this point
and so will the Committee. I do not think there is very much point in our
discussing it much further now. Mr. Hansard’s position is very clear and the
Canada Steamship Lines’ position is very clear but I would like to make this one
observation: The transitional payments are being paid to the railways not just
because of the Freight Rates Reduction Act but also, and in a much larger part,
to compensate for wage settlements because the government intervened in the
wage setlement with the railways. The government has never intervened in the
wage structure of Canada Steamship lines and, therefore, there is no reason why
they should get any transitional payments or tapering off with respect to that.

The second point which I would like to make is part of this is because we are
studying the Crowsnest rates and here again this has no application to Canada
Steamships. Another is because of the passenger traffic which also has no
relationship to the Canada Steamship Lines. The only argument for this would
be with respect to the roll back under the Freight Rates Reduction Act.

Mr. HANSARD: Mr. Pickersgill might I say one thing further. First of all, I
forgot to mention that the Transport Act which regulates water rates, is not
being touched. We apparently are still going to be regulated. I assume that it
will not be very much.

Mr. PickRERSGILL: I do not think so. You are being told to compete.

Mr. HANSARD: The other thing, of course, is on the question of costs. I would
not want the Committee to be left with the idea or it be thought that because the
government intervened in the rail labour settlements we do not have our labour
problems and labour increases, too.

Mr. SoutHAM: I would like to ask a question on the discussion. When Mr.
Hansard was presenting his brief I thought the comment was interesting with
regard to the technicality of the section of the act in the use of the words
railway companies and transportation. Mr. Hansard pointed out the Canadian
Pacific who is also engaged in transportation by water, would be covered by this
act but in his case his company is not because they are wholly a water
transportation company. I think he had a valid point there.

Mr. PI1cKERSGILL: I think he had a good point for argument or debate. I
would not go so far as to say it was a valid point.

The CHAIRMAN: I think that closes the brief and I would like to thank Mr.
Hansard and Mr. Paquin for being here today and presenting their brief. I am
sure we will give it the consideration they have been looking for. Thank you
very much.

Mr. HANSARD: Thank you very much, Mr. Chairman.

The CHAIRMAN: Thank you, Mr. Hansard.
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Gentlemen, we have next a brief submitted by the Windsor Chamber of
Commerce. The brief is not before you. I understand it was sent by express on
Monday but we have not received it yet. With us today is Mr. John McKeown,
Secretary of the Freight Traffic Committee of the Windsor Chamber of
Commerce; Mr. Robert Merrifield, Vice Chairman of the Freight and Traffic
Committee and Mr. Harry Ringrose, a member of the Windsor Chamber of
Commerce. It is a very short brief consisting of three pages. We shall have Mr.
McKeown read it.

Mr. John McKEowN: (Secretary, Freight Traffic Committee, Chamber of
Commerce, Windsor): Mr. Chairman and members of the Committee, I would
like to thank you first for the opportunity of appearing before you; it is quite an
honour.

The Windsor Chamber of Commerce supports in general the national
transportation policy as set out in Bill No. C-231, welcoming particularly the
provisions for discontinuing uneconomic services and reducing subsidies when
this is possible. There is, however, one area where we submit that a change must
be made in the proposed legislation in order for it to meet its objective of
rationalization and equality.

In southwestern Ontario, transportation costs for many movements involv-
ing agriculture and industry, have for the past few years given us considerable
concern, especially in relation to rate provisions enjoyed by other parts of
Canada. Our anxiety emanates from the fact that our competitive position
involving freight costs is steadily deteriorating. This is illustrated by the fact
that, since April 1948, there have been 13 horizontal percentage increases or
adjustments ranging in size from 7 per cent to 21 per cent.

The cumulative increase in rail freight rates since the above date has
totalled 166 per cent making the rate, which was one dollar at that time, now
$2.66.

Eastbound and westbound rate-making principles involving central Canada
are quite different. Westbound rates from most origins are equal, while east-
bound rates reflect mileage operated. This condition results in an unfavourable
freight rate situation for southwestern Ontario communities.

We have what would appear to be a preferred waterway location. However,
even here the discrimination in rates combines to defeat its natural advantage
because water rates are predicated on the level of railway rates. On shipments
through the lakehead to western Canada, a Windsor manufacturer is granted a
10 cent per 100 pound advantage over Toronto and Montreal on first class
freight, while to send the same first class freight east to Montreal, a Windsor
manufacturer must pay 76 cents over Toronto on the same commodity. Each
horizontal increase in rates magnifies our disadvantage.

We urge that provision be made for establishing westbound rail freight rates
from southwestern Ontario based on the advantage of short line mileage through
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the United States to western Canada destinations. The following mileage table
illustrates this point:

To Winnipeg

U.S. Short Canadian

From Line Mileage Mileage
Darnih L. Jaennty St s dnisiet 983 1442
Windsor- it P00 IFINSIT A Ay 988 1448
Harrow |, S et BlURG e Qa Weerie 1009 1463
Wallacebufg ™ | 2 L e w sty 1013 1423
Leahington! »di.30 sodeuars. i 1026 1446
Chathamy sspled agheseiss Joapiiog 1034 1400
Lonaon . s v et e e 1042 1336
Dresdeni, i, cinkde  droiiid s 16 1046 1412
RIGEStOWIL, 7 e - o <1 tih e ity e 1054 1420
Forastitl, TN ha=ul S 11 1056 1417
Courtright - 4 D2x, DUE, E3D0U0E, DL 1077 1443
St Thomas I3 #9 S1alE 258989 1096 1343
Hamiltonfeuns, oF. 3L 2ok, 2ab20. ni .0 1128 1266
FOroBio, ;s ohr. ot i et bR 1154 1231
Montreal Ly . i il S i slue Sall ) 1489 1414

Our recommendation to your Committee, Mr. Chairman, is as follows. We
recommend that Section 325(1) of the Railway Act, as amended on page 36, part
V, clause 48, be further amended deleting the words, “on its line” and adding the
following sentence: “Routes between these two points may be via connections
with other railways in Canada or the United States”.

The amended section will then read as follows:

325.(1) Every company shall file with the Commission the freight
classification that shall govern its tariffs of tolls and shall maintain such
tariffs of tolls as will, in conjunction with a freight classification, provide
published tolls applicable between any two points in Canada. Routes
between these two points may be via connections with other railways in
Canada or the United States.

That is the total brief. We would be most happy to answer questions o_f the
committee and I would ask the Chairman to allow Mr. Ringrose or Mr. Merrifield
to answer where it seems appropriate.

The CHAIRMAN: The Committee is open for questions. Are there no questions
on this matter? Mr. Pickersgill?

Mr. PICKERSGILL: Perhaps I might be permitted just to say a word about this
matter. I think there might be some difficulty in accepting the recommendation
in the form in which it is contained here, because there would be some question
about whether we were exceeding our jurisdiction in seeking to make laws with
respect to American tolls. I do not know whether this would be the case, but
with the general broad objective of the Windsor Chamber of Commerce that the
particular geographical situation of southwestern Ontario should be taken
properly into account in so far as railway rates are regulated and not bargained
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about, I have the greatest possible sympathy. I may say I am going to ask the
draftsmen, and the experts in the department, to look carefully at this situation
and if there is some equitable way we can find of meeting the problem, we will
endeavour to do it. I have some doubt about whether the precise amendment
suggested would in fact accomplish the purpose and even graver doubts about
whether it would be the best way to go about it.

Mr. McKeEowN: We thank the minister for his statement.

The CHAIRMAN: Are there any comments from the other witnesses on this
matter?

Mr. Harry RINGROSE (Member, Windsor Chamber of Commerce): Mr.
Chairman, Mr. Pickersgill and gentlemen, replying to Mr. Pickersgill’s statement
about the possibility of regulating rates or prescribing rates through the United
States, I think it would be well to point out here that United States carriers,
through the authorization of the Interstate Commerce Commission, do quote
rates based on mileage through Canada. Now it would seem if they can do it
through Canada there would be no objection to us prescribing rates on United
States mileage.

Mr. PicKERSGILL: We will look at that. Of course one great difficulty, I think,
which perhaps all of us find a little hard to appreciate is that we are getting
away from prescribing rates in a very large measure in this legislation. And,
provision for the prescription of rates on one basis rather than another may not
be a very effective remedy to the problem. But, I understand the problem very
well, I think, and my officials also do. It is a highly technical problem but it is
very important to southwestern Ontario and we will endeavour to do anything
we can to meet the problem in an effective way.

Mr. RINGROSE: Perhaps, if I could sir, just emphasize one point, namely, that
we have a very difficult problem in southwestern Ontario when we are trying to
encourage new industries to come to our area. They look at our sites and become
very enthused about locating in our area and then they look at the freight rate
situation and they find it would cost them more to do business in eastern Canada
and just as much to do business in Western Canada. Under those circumstances
they just do not locate in southwestern Ontario if it is a Canadian trade they are
interested in. They will not locate in our area if they are intending to do business
from coast to coast.

Mr. PascoE: I wonder if I could ask the last witness, not for specific cases,
but whether some industries have refused to locate there?

Mr. RINGROSE: Yes.
Mr. PascoE: They have refused because of this?

Mr. RINGROSE: There is one in particular, I can think of. We spent a lot of
time with them, providing freight rates and locating a site. We thought we were
all set. Then we saw an announcement in the paper that they had decided to
locate closer to Toronto. They did not tell us specifically it was because of freight
rates, that is, not officially, but we learned this was the reason. We have had
companies leave Windsor. One in particular left Windsor and located north of
Toronto so they obtain even lower rates for the west than Toronto because their
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mileage is less. Here again, they will not say officially they left because of freight
rates but we know through informal sources that this is the reason they located
where they did.

Mr. PascoE: Could I ask Mr. McKeown a question. I did not take the figures
down but I think he indicated that the route was much shorter to the west via
the United States lines?

Mr. McKEowN: That is right, sir.

Mr. PascoeE: What route would you take through the United States and
where would it come back into Canada again? Could you tell me?

Mr. McKeowN: I would like Mr. Merrifield to answer that.

Mr. ROBERT MERRIFIELD (Vice Chairman, Freight Traffic Committee, Windsor
Chamber of Commerce): That would go through Detroit via Chicago and
through Emerson, Manitoba into Winnipeg.

Mr. Pascoe: That would be up the Sault line, then? Is that a regular, fast
daily service?

Mr. MERRIFIELD: It could be equal to what we are getting via the Canadian
road.

Mr. MARTIN (Timmins): I would like to ask a question of the Minister. Is
it or has it been in the past, @ matter of policy to ship all-Canadian route? Has
this been a factor?

Mr. PICKERSGILL: There is no inhibition on a company to shipping through
the United States, but without knowing at all—this is just a wild guess which no
one should make—I suspect maybe the freight rates are higher in the United
States and that is the reason this problem would arise. Obviously, if the com-
bined rate from say Chatham, and even more from Windsor, which would be an
all American route until you get to Emerson and North Porter, was actually
lower, there would be nothing to stop a Canadian shipper shipping that way in
bond, I would think.

Mr. RINGROSE: Except sir, that if you fill a carload of freight from Chatham
or Windsor to Winnipeg the rates from Canada would apply via the Canadian
route on the basis of the Canadian mileage, even though the car might go
through the United States.

Mr. PICKERSGILL: Even if you offered your freight to the Chesapeake and
Ohio?

Mr. RINGROSE: This is right; their rates are the same as Canadian National
or Canadian Pacific.

Mr. P1cKERSGILL: Well, it has been demonstrated that ministers are very
unwise to shoot off their faces without knowing the facts. However, there is a
problem here, and as I said earlier, we in the department will be quite happy to
look into it and see if we can come up with a constructive suggestion.

The CHAIRMAN: May we have a motion that the mileage table illustrated on
page 2 of the brief be printed as part of the brief in its normal place.

Mr. DEACHMAN: I so move.
Mr. SouTHAM: I second the motion.
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Motion agreed to.

The CHAIRMAN: I would also request a motion that the proceedings to this
point be included in the evidence presented to the Committee, now that we have
our quorum.

Mr. DEACEMAN: I so move.
Mr. LEGAULT: I second the motion.
Motion agreed to.

The CHAIRMAN: Are there any further questions? If not, I want to thank Mr.
McKeown, Mr. Merrifield and Mr. Ringrose for appearing before us today and
presenting their brief, and I am sure the Committee will give it consideration.
The Minister has already said the matter will be considered. Thank you very
much.

Before we adjourn I want to bring to the attention of the committee, again,
office facilities are being obtained for Dr. Armstrong so that once we have the
office set up we will be able to advise members to make their services available
to Dr. Armstrong, for this Committee. I will meet with him today to discuss these
matters further.

I also want to bring to the attention of the members that we will adjourn
until 3.30 when we will hear the brief of the Canadian Trucking Association. I
would ask all members to be here at 3.30 because it is quite a lengthy
presentation. The Canadian Trucking Association brief is quite lengthy although
it will not be completely read; as is our normal practice, there will be a summary
presented. If the members are on time this afternoon we may be able to complete
it by six o’clock. If not, then we will have to go into this evening. But, there is no
meeting set for this evening. The only meeting set is for 3.30 to hear the
Canadian Trucking Association. It is up to the members whether it continues on
into the evening.

Tomorrow morning we do have a short brief from the Manitoba Branch Line
Association. We will meet from 9.30 to 11. So we will adjourn until 3.30.

Mr. DEACHMAN: When will we reach clause by clause consideration of the
bill? Can you give us a guess?

The CHAIRMAN: As I indicated, it was the intention to start clause by clause
consideration on November 17. We would not be sitting on November 14, 15 or
16 because of the Conservative conference. However, I did receive a call, as I
stated yesterday, from Mr. Mauro the counsel for the government of Manitoba
and the province will be presenting its brief. A tentative date has been set for all
day Thursday the 17th of November. If they are not here that day we will start
clause by clause consideration on the 17th and just hold those clauses where
there is contention, for the presentation of the brief.

25168—2
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AFTERNOON SITTING

THURSDAY, November 3, 1966.
3.30 p.m.

The CHAIRMAN: Gentlemen, I see a quorum. We have before us this
afternoon witnesses from the Canadian Trucking Associations. On my immedi-
ate right is Mr. John Magee, General Manager; Dr. K. W. Studnicki-Gizbert,
Associate Professor of Economics, York University, Toronto, and Mr. Marius
Gendreau, Assistant General Manager, Canadian Trucking Associations, Incor-
porated.

There has been distributed to you this morning a summary of the submis-
sion that you received earlier. I would ask for a motion to print the brief that
was submitted earlier as an appendix to the proceedings of our meeting.

Mr. SouTHAM: I so move.
Mr. STAFFORD: I second the motion.
Motion agreed to.

The CHAIRMAN: Mr. Magee will read the summary of the submission, which
has just been distributed.

I also want to bring to your attention, before we commence, that Dr.
Armstrong is now located in an office in the west block, Room 238. There is no
telephone there at the present time. Anyone wishing to make use of his services
will please contact Dr. Armstrong at the west block. He is next door to Mr.
Munro’s office and perhaps you could contact Mr. Munro’s secretary to get in
touch with him.

When this submission is finished I would ask all members to stay for an in
camera meeting with Dr. Armstrong, Dr. Magee, would you proceed.

Mr. JoHN A. D. MAGEE (General Manager, Canadian Trucking Associations
Incorporated): Mr. Chairman, hon. members of the Committee, it is a privilege
for the Canadian Trucking Associations to have this opportunity of expressing
its views on what is the most important piece of transportation legislation that
has faced our industry since the first truck started to roll along the highways. We
have a summary of our lengthy submission, and I think all of you have a copy
of the summary now. I will make our presentation of the basis on the summary.

Before doing so, I would like to mention that on two pages of our submission
there have been errors that we have noticed, and we have an errata sheet, Mr.
Chairman, covering those two pages; we would very much appreciate it if what
is on this errata sheet is what is taken into the official record.

The CHAIRMAN: We will leave this with our Clerk and he will see that it is
included when your brief is printed, Mr. Magee.

Mr. MAGEE: Thank you, Mr. Chairman. We have, among the spectators who
are here, Mr. Chairman, the President of Canadian Trucking Associations, Mr.
George Gouin, who has come to give his moral support to our presentation to you
today.
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I would like to mention, in connection with Dr. Gizbert, that he has assisted
Canadian Trucking Associations in dealing with the economic aspects of this
submission, and he is introduced to the Committee to assist in the technical part
of our presentation. I will deal with the policy parts of our submission. Dr,
Gizbert was educated at the London School of Economics and McGill University,
and specialized in transport economics at both institutions. From 1954 until 1964
he held various appointments in the Transport department and the Air Trans-
port Board, where he was chief economist. He acted as the transportation
consultant to the world bank, dealing with problems of transport planning and
regulation in New Guinea and Venezuela, and as a consultant to the Air
Transport Board. At present he is cn the staff of the economic department of

York University and his previous academic appointment was at Mount Allison
University in Sackville.

INTRODUCTION

1. Mr. Chairman and hon. members of the Committee, the statement of
national transportation policy in section 1 of Bill No. C-231 is of transcendent
importance. With the existing words that appear in that section, there can be no
fear that the national transportation policy can be manoeuvred in a direction

oriented to the interests of any one form of transport. The stated objective is
that:

An economic and efficient transportation system making the best use
of all available modes of transportation at the lowest total cost is essential
to the economic well-being and growth of Canada.

2. After years of strife and controversy in the transportation field, we now
see a Bill under which all forms of transport, competing freely with each other,
can concentrate fully on the achievement of the best possible transportation
service at the lowest overall cost for the people of Canada.

BILL C-231

3. The trucking industry supports Bill C-231 in principle. The industry and
its Associations both provincial and national will co-operate to the best of their
ability in the successful achievement of the national transportation policy.

4. The preservation of strong competitive forces in transportation is the
theme underlying most of the amendments which we propose. We trust that
these amendments will merit the careful consideration of the Committee.

CANADA’S COMPETITIVE TRANSPORTATION INDUSTRY

5. The studies of the MacPherson Royal Commission on Transportation,
confirmed the fact that, at present, competition is the most important factor in
the transport market; since the publication of the Commission’s report, the
competitive elements in transport have increased further. The proportion of
railway freight traffic carried at competitive rates and agreed charges has more
than doubled during the years 1954 and 1964.

6. The competitive nature of the trucking industry has, to say the least,

contributed largely to reduce the number of “captive shippers”.
25168—2}
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EXTRA-PROVINCIAL TRUCK CONTROL

7. Part III of Bill C-231 is naturally of great interest and concern to the
extra-provincial trucking industry. It provides the means by which a Commis-
sion established by the Government of Canada may assume extensive regulatory
powers in the extra-provincial field. Until now, as you are aware, such regula-
tion has been exclusively by provincial authorities.

Intra-Provincial Truck Operations

8. It is the view of Canadian Trucking Associations that the National
Transportation Act should assert control over the cross-border lines of all
international and interprovincial undertakings but that intra-provincial lines of
such undertakings should be regulated by provincial boards. We recommend that
this be done by amending Bill C-231, limiting its application in Section 4 by
adding the following words to Section 4 (e): “except transport by such motor
vehicle undertaking which is performed exclusively within the limits of a
province.”

Provincial Boards as Examiners for Canadian Transport Commission

9. It is recognized by Canadian Trucking Associations that the Canadian
Transport Commission must be in control of the regulatory processes for all
modes of transport under federal jurisdiction if the objectives of Bill C-231 are
to be carried out. However, Canadian Trucking Associations recommends that
where provincial regulatory boards are willing to hear applications of extra-
provincial carriers and make reports, with recommendations, to the Canadian
Transport Commission as to the disposition of applications, this useful role
should be performed jointly by the provincial boards concerned. In short, Mr.
Chairman, what we are suggesting there is a system similar to the examiner
system used by the Interstate Commerce Commission, and the examiners in this
case would be the provincial boards where they were willing to act.

In that respect we propose the following amendment in Part III:

10. The Commission shall appoint an examiner or examiners in each
province to conduct such enquiries as the Commission deems necessary
with respect to any matter which may be determined, prescribed, ordered
or considered by the Commission under this Part. If the Motor Vehicle
Transport Act has come into force in a province by proclamation as
provided in Section 7 thereof, and so long as the said Act remains in force
in such province, the Provincial Transport Board of such province as
defined in the said Act may delegate one or more of its members who shall
be appointed as the examiner or examiners by the Commission in that
province, provided that for the purposes of this Act the Ontario Highway
Transport Board shall be deemed to be the Provincial Transport Board in
the Province of Ontario.

The reference to the Ontario Highway Transport Board, in particular, is
necessary because in Ontario really the regulatory agency is the Minister of
Transport. It is the Minister of Transport who, on the recommendation of the
Ontario Highway Transport Board after that board has held its hearings on the
application, actually issues the operating permit.
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Grandfather Rights

11. On the subject of grandfather rights, we are submitting to the Com-
mittee that where the power to control entry into an industry has been given to a
regulatory authority, it has been customary to recognize the right to continue a
service upon the commencement of regulation by a new authority.

12. We recommend that the following sub-section be added to Section 31 of
the Act.
Sub-section (7)

Where a person has operated a motor vehicle undertaking to which
this Part applies prior to the time this Part is made applicable to such
motor vehicle undertaking, and such person holds a licence issued under
the authority of the Motor Vehicle Transport Act in each province for
which such a licence is required and in which he operates such undertak-
ing, the Commission shall issue to such person a licence to operate a motor
vehicle undertaking to which the Part applies, upon like terms and
conditions as are prescribed in the licence or licences held by such person
under the authority of the Motor Vehicle Transport Act.

Violation of Licences and Tariffs
13. The present Section 32 provides that no person shall operate an inter-
provincial motor vehicle undertaking unless he holds a licence issued by the
Commission. Violation of this rule is declared to be an offense. This Section does
not seem to apply to two situations:
(1) when a motor vehicle undertaking operates in violation of an existing
licence;

(2) when a motor vehicle undertaking gives a rebate or transports goods
at rates other than tariffs filed with the Commission.

14, It is the submission of Canadian Trucking Associations that such
provisions are required and necessary. Accordingly it is suggested that Sections
32 and 34 be amended as follows:

Section 32:
Add a new sub-section (ii) to read as follows:

(ii) No person shall operate a motor vehicle undertaking (or trailer or
container undertaking) or a freight forwarder undertaking to which

this part applies contrary to the conditions attached to the licence
issued under Section 31.

The present sub-section (ii) becomes sub-section (iii) and should
read as follows:

(iii) Every person who violates sub-section (i) or sub-section (ii) is guilty
of an offence and is liable upon summary conviction to a fine—
Section 34:

Present section becomes sub-section (i). Add new sub-sections (ii)
and (iii) to read as follows: ;
(ii) No person, whether a motor vehicle undertaking, (a trailer or
container transport undertaking), freight forwarder, shipper, con-
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signer, or broker, or any officer, employee, agent or representative
thereof, shall knowingly offer, grant or give, or solicit, accept or
receive any rebate, concession or discrimination in violation of any
provision of this part, or who, by means of any false statement or
representation or by the use of any false or fictitious bill, bill of
lading, receipt, voucher, roll, account, claim, certificate, affidavit,
deposition, lease or bill of sale, or by any other means or device shall
knowingly or wilfully assist, suffer or permit any person or persons to
obtain transportation of passengers or property to which this part
applies for less than the applicable rate, fare or charge or who shall
knowingly and wilfully by any means or otherwise fraudulently seek
to evade or defeat regulation provided under this Part.

(iii) Every person who violates subsection (1) and subsection (2) is guilty
of an offence and is liable upon summary conviction to a fine not
exceeding $5,000 or to imprisonment for a term not exceeding one
year, or to both fine and imprisonment.

Filing of Rate Agreements

15. Section 53 of Bill No. C-231 would provide that “railway companies
shall exchange such information with respect to costs as may be required under
this act and may agree upon and charge common rates under and in accordance
with regulations or orders made by the commission.”

16. It is recommended that there be added either a subsection 2(c) of section
33 or as a new subsection to section 35 the provision that follows:

Any agreement between any two or more transportation undertak-
ings relating to rates, fares or charges or rules or regulations pertaining
thereto shall be subject to approval by the commission on pain of nullity.
Parties to such an agreement approved by the commission, and their
officers and employees shall be, and they are hereby relieved of the
operation of the Combines Investigation Act and the provisions of the
Criminal Code.

Uniform Bill of Lading

17. Under section 35 the commission will have authority to make regula-
tions in respect to a uniform bill of lading. In this connection, presumably, it
will undertake to set out uniform conditions of carriage and tariff provisions.

18. It would be helpful if these uniform tariff provisions contained a rule
regarding the payment and collection of rates and charges. It is recommended
that a new section 35 (b) be considered as follows:

No motor vehicle undertaking to which this part applies shall deliver
or relinquish possession at destination of any freight transported by it
until all tariff rates and charges thereon have been paid, except upon
such rules and regulations as the Commission may from time to time
prescribe to govern the payment of all such rates and charges, including
rules and regulations for weekly or monthly settlement and to prevent
unjust discrimmination or undue preference or prejudice.”
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Maritimes Freight Rates Act

19. In its present form, the Maritime Freight Rates Act of 1927 discriminates
against the trucking industry in the Atlantic Provinces and has caused that part
of Canada’s trucking industry to be underdeveloped in relation to the industry in
other parts of Canada. The effects of the Act overlap into Quebec and also have
had an adverse effect on trucking firms in that Province.

20. The Maritime Freight Rates Act recognizes the point that we are making
here. It recognizes the necessity for the avoidance of discrimination against
carriers. The subsidized reduction of freight rates, which was begun in 1937,
applied not only to the Canadian National Railways, of which the Intercolonial
Railway was a part, but to competing railways in the Atlantic provinces which,
subsidy or not, would have been forced to match the rate reductions of the CNR,
were it to be compelled under the act.

21. Bill No. C-231 holds the M.F.R.A. rates at the reduced levels, continuing
the unilateral subsidization of railway shipments. This continued discrimination
flies in the face of those high principles of national transportation policy
enshrined in section 1 of the bill—and I may say that it also flies in the face of
the recommendations of the MacPherson Royal Commission on transportation
which you will find in Volume 2.

22. We find, further, that the rate reductions of the Freight Rates Reduction
Act are to continue in the Atlantic Provinces for two years after the coming into
effect of the bill.

23. Such harsh treatment of the Maritime trucking industry can in no way
be related to either the findings or recommendations of the MacPherson Com-
mission.

Inclusion of Truck Shipments in MFRA

24. We recommend that the Maritime Freight Rates Act be amended to
provide the subsidy aid to shipments carried by all modes of transport; in short,
that parliament will not say subsidy aid there will be for freight shipments in
the Atlantic provinces but only the freight shipments moved by rail, but that
parliament will recognize all freight shipments as being eligible for federal aid,
if that aid is to continue.

Cancellation of Freight Rates Reduction Act Reduced Rates

25. We recommend that the reduced rates of the Freight Rates Reduction
Act cease to apply in the Atlantic Provinces upon the coming into effect of Bill
C-231.

East-West ‘Bridge’ Subsidy

26. What the government proposes in Bill No. C-231 is to end the ‘bridge’
subsidy, which was recommended by the MacPherson Commission, but to freeze
the reduced ‘bridge’ rates for a year after the coming into force of Part V of the
National Transportation Act. Then, over a period of three years, a graduated
increase in rates is permitted. Again, the MacPherson report drew attention
specifically to the fact that the ‘bridge’ subsidy had an adverse effect on the
development of the east-west trucking firms and this was one of the major
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reasons that they recommended the repeal of the ‘bridge’ subsidy. That is in
Volume 2.

Abolish Rate Reductions

27. We consider that the proposed policy in regard to the ‘bridge’ subsidy is
contrary to the National Transportation Policy expressed in section 1 of the bill.
We recommend that the rate reductions as well as the subsidy be abolished so
that, in fact, there may be ‘“the ability of any mode of transport to compete
freely with other modes of transport.”

Railway Express Traffic

28. A railway company operating an uneconomical passenger service may
claim for losses 90 days after its application for discontinuance has been filed
with the Canadian Transport Commission. On the recommendation of the
commission, the Minister of Finance may reimburse the railways by paying
amounts not exceeding 80 per cent of the passenger loss.

29. In the proposed section 314 (1), subsection 1(c) states that “actual loss”
means the loss attribtuable to the carriage of passengers, mail or express or any
combination of passengers, mail and express, in passenger service equipment by
a passenger-train service.”

Elimination of Mail and Express from Definition of “Actual Loss”

30. Trucks are now carrying a heavy volume of mail in Canada. Railway
express is-directly competitive with truck freight service in respect of practically
all commodities. We recommend that the losses for passenger service which can
be reimbursed by the Minister of Finance do not include mail or express
movements. The reference to “mail and express’ should be eliminated from the
proposed section 314 (1) subsection 1 (c) so that subsidies for passenger service
losses will be restricted to such service. This is a somewhat obscure point in the
bill perhaps but it is an important point, Mr. Chairman, because the so-called
‘head-end’ equipment run in passenger trains is containing freight that is
competitive with the trucking industry. You have seen these trains, gentlemen;
you know what they look like. They may be set up at the front end of the train
with box cars that are especially equipped for passenger service; they may be
refrigerator cars; they may be express cars; they may be combined express and
mail. I happen to be a bit of a railway buff and I usually ask for a room on the
railway side of the tracks at the Palliser Hotel in Calgary which I never have
any difficulty in getting. I noticed there one time a passenger train that came into
the station from the west with 23 freight carrying cars of various types. There
was one passenger car on the back which had passengers in it—I saw them
alight—and a caboose. The point that we are making in this part of our
submission is that we do not want freight, express and mail subsidized under
the guise of the passenger subsidy.

Piggyback
31. We are pleased to see, in Bill No. C-231, that section 45 by adding

subsection 9 to section 319 of the Railway Act, gives effect to the MacPherson
Commission’s recommendation that the railways should always charge the same
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rates for trailers of independent trucking firms as for the trailers of trucking
firms owned by the railways. I might say that it is our understanding in the
trucking industry at the present time that the railways, since piggyback was
made available to us, always have charged the same rates for the movement of
trailers of independent carriers as for the trailers of their own trucking
subsidiaries. But, apparently the MacPherson Commission believed that there
should nevertheless be a safeguard to prevent any change in that situation.

32. But safeguards, if included only in the Railway Act, as Bill No. C-231
contemplates, leaves the door open to evasion of the policy recommended by the
Royal Commission and the policy endorsed by the government. The door to
evasion is wide open in the agreed charge provisions of the Transport Act
because the railways can make an agreed charge with one of their trucking
subsidiaries which, in that situation, would be a shipper, and make an agreed
charge with conditions in it that would be impossible for an independent carrier
to meet and they could set the rates very much lower than they are for the
independent trucking firms. That door is wide open in the Transport Act as it
stands now.

Transport Act to Enforce Equal Piggyback Rates in Agreed Charges

33. We respectfully submit that, in accord with the safeguards that the
government would create in Bill No. C-231 under the Railway Act, to prevent
unusual and discriminative treatment in the rates charged to trucking com-
panies consigning trailers by piggyback, the Transport Act as well as the Railway
Act should be the subject of appropriate legislated amendments.

Regulation of Piggyback, other container operations and forwarders

34. There are at present a number of trucking firms whose trans-border
operations are primarily by piggyback and who would be in a position to carry
on extensive unlicensed operations if part III of Bill No. C-231 comes into force
as it is presently worded. If this were the case the Commission would be in the
position of having its orders and regulations as to tariffs, bills of lading,
insurance and licensing ignored by a potentially important segment of transport
undertakings.

Definition of Motor Vehicle to Include Trailers

35. To overcome these problems, and to ensure that no confusion can arise
by the present omission to mention trailers in the definition section of the act, we
suggest the following amendments:

Proposed Section 3, Subsection (d)
(d) Motor vehicle undertaking means:
(i) a work or undertaking for the transport of passengers or goods
by motor vehicle; and
(ii) a work or undertaking, other than a railway to which the
Railway Act applies, for the transport of goods by a trailer or a
container designed for operation in conjunction with a motor
vehicle.
(e) “Motor vehicle” shall include a trailer operated in conjunction with a
motor vehicle.
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Definition of Freight forwarders

36. We submit that the interprovincial operations of freight forwarders
should also come under the jurisdiction of the Commission. Our reason for this
recommendation is the same as the reason for our recommendation with respect
to piggyback and container operations: forwarders should be subjected to the
same obligations and the same responsibilities to the Commission and the public
as are motor carriers. We recommend that a special part dealing specifically with
forwarders should be added to Bill No. C-231. Or alternatively, Part III of the
Act should be extended to cover freight forwarders. In any case, we recommend
that a new Section 3 (f) should be added to define freight forwarders as follows:

Freight forwarder undertaking means a work or undertaking other
than a railway to which the Railway Act applies, transport by air to which
the Aeronautics Act applies, transport by water to which the Transport

Act applies, motor vehicle undertaking to which the Motor Vehicle

Transport Act applies, which holds itself out to the general public to

transport or provide transportation of property or any class or classes of

property for compensation and which in the ordinary and usual course of
its undertaking.

(1) assembles or consolidates or provides for assembling and consolidat-
ing shipments of such property and performs or provides for the
performance of break bulk and distributing operations with respect
to such consolidated shipments, and

(2) assumes responsibility for the transportation of such property from
pint of receipt to point of destination, and

(3) utilizes for the whole or any part of the transportation of such
shipments the services of a railway, transport by air, transport by
water or a motor vehicle undertaking subject to Part 1, 2, 3, 4 or 5 of
this Act.

Control of Lease Operators and Brokers

37. A lease operator is one who holds no licence but who effectively carries
on a trucking business by leasing his vehicle and his services to his customer or
customers. A broker is an operator who owns and operates a motor vehicle which
is registered in the name of another person holding a licence to carry goods by
motor vehicle.

38. The objection to a lease operator is obvious. He is in direct competition
with licensed operators but is able to ignore the regulatory constraints to which
they are subject. The objection to a broker operation is that where a licensed
operator makes use of brokers he stands between the regulator authority and the
parties to whom it was intended that regulation should apply. A licensed
operator making use of brokers can, without risking his own capital, encourage
more operators to serve a particular route than would be economic having
regard to the traffic available and thus create instability among all those firms
which must have regard to true costs of operation.

39. The present wording of Section 3(d) and Section 32(1) of Bill No. C-231
leaves the impression that so long as a motor vehicle is used for the transport of
goods its operation may be subject to regulation by the Commission. However,
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we are concerned that this broad jurisdiction may prove to be limited in such a
way that proper control of lease operators or brokers is not affected.

40. We recommend that the Commission’s power to control all interprovin-
cial transport of goods by motor vehicle be ensured.

RAILWAY ENTRY INTO THE TRUCKING FIELD

41. The erosion of the independence and competitiveness of the trucking
industry continues. The purchase of trucking firms by the railways, the extension
of the operations of existing railway truck lines, surely, in transport legislation
of such importance as Bill No. C-231 raises the question of future government
policy.

42. Such entry has been persistent since the year 1946 and has fluctuated in
cycles of activity by the CPR in the period 1946-1948 and 1957-1958, and, in the
case of the CNR, largely in the period 1959 onward.

43. The national transportation policy being established for Canada in Bill
No. C-231 draws the Committee inexorably, we submit to an examination of the
extent to which the railways have entered the competitive trucking field and the
extent to which they have positioned themselves to establish control within this
field. We respectfully submit that the time has come when parliament, viewing
the amount of rail entry that has taken place and the comprehensive variety of
services controlled by the railways on the highways, must penetrate beyond glib
explanations about a ‘trucking arm’ or ‘integration of services’.

44. Control can be achieved by the railways within any given section of the
trucking industry by one purchase among, say, six independent trucking compa-
nies operating on a route. The minute railway ownership becomes a factor on
that route the situation exists where the dominant carrier is the railway on
rubber-tired wheels—one of the railways that the MacPherson Commission
pinpointed as being able to ‘“create intolerable uncertainty by sporadic rate
wars, so that an efficient trucking industry cannot persist.” How could the
railways create this intolerable uncertainty? “Because of their relatively enor-
mous size and resources, and the relative permanance of investment compared to
firms engaged in other modes.”—the description of the MacPherson Commission.
Of course, there they were talking of the power of the railway in the rate field,
but what is true of the power of the railway in the rate field is equally true of
the power of the railway as an investor in the field of its arch-competitor the
truck.

45, In the years ahead, above and beyond the 93 sections of the National
Transportation Act, the Canadian railways can regulate from the headquarters
in Montreal the development of surface transport by the amount and location of
their purchases in the trucking field.

46. With this power and without regulation of rail entry into trucking—and
there is no such regulation in Bill No. C-231; none whatever—the railways can
effectively bypass the national transportation policy establishment in section 1.

Regulatory Control of Rail Entry

47. Our proposal for dealing with that situation, if parliament is disposed
to deal with it—and we think that Parliament should be, particularly in a
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piece of legislation of such momentous import as this, because it is the most
all-embracing legislation that has come before Parliament in years—is this.
We recommend that the following new section 35(c) be added to Part III
of the bill as follows:

(i) Any merger, consolidation, sale, exchange, transfer or lease of a motor
vehicle undertaking or any agreement, contract or transaction which
is to bring about a change in the control of such motor vehicle
undertaking shall be null and void unless approved by the Com-
mission prior to its intended effectiveness.

(ii) Notwithstanding the foregoing or any other provision of this part, no
person, partnership ro corporation operating or controlling any tran-
sportation undertaking other than a motor vehicle undertaking shall
acquire an interest in or control of or shall operate a motor vehicle
undertaking except that a railway company or an airline or a
steamship company may operate or control a motor vehicle undertak-
ing in conjunction with its transportation services for the purpose of
pick-up and delivery in urban centres.

THE RIGHT OF COMPLAINT, APPEAL AND INVESTIGATION

48. Now we come to the matters that are raised in Bill No. C-231 with
respect to the right of complaint, appeal and investigation. In respect of
competitive freight traffic capable of movement by road or rail, the MacPherson
Commission put one restriction on such competition. It was that the freight rates
must be compensatory, at least to the extent of direct out-of-pocket costs of the
movement for the very short run period; or, for a longer time span, at variable
costs as defined for the period, or at long run marginal costs.

49. Now an impression can be easily created, by taking selected quotations
from the MacPherson report, that that commission saw rail and truck media as
competing on roughly equal terms—that on the onehand, we had the giant
railroad industry and, on the other hand, the giant trucking industry, and that
the test of survival lay in the ability of one of the industries to pit its economic
strength against the other.

50. Of course, what exists is not two giant trucking systems, one publicly-
owned, the other privately-owned, but thousands of individual firms, small and
large, comprising what is known as the trucking industry. The commission gave
evidence of its deep concern that an economically weaker, but not less efficient,
competitor, could be put out of business, and its investment wiped out, by
charging rates below cost. The commission stated in Volume II at Page 66 the
following: :

Because of their relatively enormous size and resources, and the
relative permanency of investment compared to firms engaged in other
modes, the railways could create intolerable uncertainty in the trucking
industry by sporadic rate wars, so that an efficient trucking industry could
not persist.

51. This concern is evident in the provisions of Bill No. C-231. The proposed
legislation makes provision for the protection and preservation of truck competi-
tion. This is, in our understanding, the rationale of the provisions allowing all
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interested parties, competing transport industries included, to make representa-
tions to the commission at hearings concerned with the actions of the railways.
These provisions are obviously logical, and in line with good regulatory practice.

Status of Trucking Industry as ‘Party Interested’

52. Section 33(1) of the Railway Act states that ‘“the Board has full
jurisdiction to inquire into, hear and determine any application by or on behalf
of any party interested”.

53. Now, the board dismissed an application of Canadian Trucking Ass-
ociations in a judgment dated March 24, 1958, ruling that the associations—or
any person or company engaged in the trucking business—was not a “party
interested” within the meaning of the Railway Act.

54. It is not clear what the status of the trucking industry will be as a “party
interested” under the National Transportation Act and it is submitted that this
should either be clarified by amendment to Section 33 of the Railway Act or by
an amendment to the proposed Section 45(a), inserting the words ‘“or other
carriers” in the line after the word “consignees”.

LORD’S DAY ACT

55. We come now to what could be the most misunderstood section of our
brief. I wish to assure the committee, Mr. Chairman, that the Canadian trucking
industry does not seek any condition of wide open Sunday trucking in the
proposals we will put forward in this section. In most of our companies, we do
not operate on either Saturday or Sunday, throughout the day, because business
is closed then. But, we do have a problem with regard to long distance trucking
operations that is created by the Lord’s Day Act, and this is the problem we wish
to put before you—and to suggest a way whereby the Lord’s Day Act can be
amended so that there will be a restricted—not a wide-open—authority for
Sunday operations where they are necessary.

Section 11 of the Lord’s Day Act permits any work of necessity or mercy on
Sunday and specifically among the classes of works that are permitted under
subsection (x) is any work that the Board of Transport Commissioners deems
necessary to permit with the object of preventing undue delay in connection
with the freight traffic of any railway.

56. There is a corollary in the Railway Act. Section 59(1) provides for notice
of any application to the Board of Transport Commissioners in connection with
the freight traffic of any railway.

57. Additional transportation costs and unreasonable delays in service are
being imposed on certain trucking firms by the Lord’s Day Act.

Application to Trucking Operations

58. We recommend that Section 11(x) of the Lord’s Day Act be amended to
provide that there may be done on the Lord’s Day any work that the Canadian
Transport Commission, having regard to the objective of the Act, and with the
objective of preventing undue delay, deems necessary to permit.

59. We recommend that Section 59(1) of the Railway Act be amended to
provide that notice of any application to the commission for permission to
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perform any work on the Lord’s Day shall be given to the Department of
Transport and shall fully set out the reasons relied upon.

MAXIMUM RATE CONTROL

60. With regard to the maximum rate control, I will read the proposed
change in the main submission—the change that we are making in our main
submission—which we wish to have regarded as our official position in this one
aspect of the maximum rate control to which we are addressing ourselves.

It is the view of Canadian Trucking Associations that the proposed rule for
maximum rate regulation is unnecessarily restrictive for both shippers and
competitive transport agencies. The results considered desirable under the
legislation could be achieved if the treatment of captive traffic was changed. We
propose that a shipper who can prove that if the bulk of his traffic moves by rail
he should be entitled to maximum rate protection without the necessity of
binding more than 50 per cent of his traffic to the railways. In this way the
shipper would be free to experiment with alternative means of transport without
losing regulatory protection. At the same time, competitive carriers would be
able to develop feasible alternatives and experiment with their practicability.

Remowal of Exclusion of Truck Service when Shipper ‘Captive’

61. It is respectfully recommended that section 336, dealing with captive
traffic, should not contain contractual commitment that more than 50 per cent of
the traffic move by rail. Mr. Chairman, we have copies of this if members of the
committee would like them.

Effective Date of Filed Tariffs

62. Under section 52(3), of Bill No. C-231, section 333 of the Railway Act
would provide that a freight tariff that reduces any toll previously authorized to
be charged under the act may be acted upon, and put into operation, immediate-
ly on or after the issue of the tariff, and before it is filed with the commission.

63. The effect of this provision has to be considered in relation to a
non-compensatory tariff which may be immediately put into effect and which,
even though complained of and subsequently found to be non-compensatory,
could do untold damage to the trucking firm or firms which suffers the
competitive impact of the tariff.

Procedures Prescribing Effective Date

64. There would be some chance of avoiding this situation if a tariff reducing
any toll came into effect ten days after such tariff was filed with the commission.
This would give sufficient time for complaint if there was prima facie evidence
that a complaint was justified. It would give sufficient time to the commission to
consider whether the proposed tariff was compensatory.

65. As an alternative, subsection (3) of Section 333 of the Railway Act could
be deleted and replaced with the following:
The commission is authorized to enact regulations in the matter of the
effective date of tariffs, rates and charges.

66. This provision could be extended to transport governed by Part I}I of
Bill No. C-231 so that competing modes of transport will be on the same footing.

All of which is respectfully submitted.
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The CHAIRMAN: Thank you very much, Mr. Magee. Before we commence
questioning, because the Minister of Transport has to leave early I will call upon
him first to make any comments on the brief.

Mr. PickeERSGILL: I would appreciate it if the committee would let me do
this because I do have a conflicting and rather important engagement. I do not
intend to make comment on all the points raised in the brief. It will not surprise
members of the committee if I say that the first sentence in paragraph 3 of the
summary is a source of great satisfaction to the minister and is bound to
predispose him to the witnesses and the brief.

I can assure the witnesses and the President of the Canadian Trucking
Associations that we intend to consider very carefully all the points raised. I
know the committee also will wish to do so because they have been most
conscientious with regard to all briefs presented to them.

There are some points about which I think it would be helpful if I made
particular comments because I think perhaps the attitude we might have to take
might be misunderstood if I did not do so right away.

Beginning with paragraph 8 on page 2, I think, perhaps, I should indicate
that Parliament alone can make laws for extra-provincial undertakings. It would
not be possible, I think, for a provincial legislature to make a law which would
be intra vires with respect to the intra-provincial aspect of an undertaking that
was considered to be exclusively under the jurisdiction of Parliament. But, that
does not invalidate what I think is the real purpose here and which is certainly
the purpose we have in the bill, namely, that we should still be able to use
provincial agencies as agents of the Government of Canada and of the commis-
sion, in order to avoid duplication and waste, and to make the whole business of
regulation easier. At the present time the law is made by Parliament but is
administered by a provincial agency as the agent of Parliament, not as the agent
of the provincial legislature. If we transfer, as we will be able to do once this bill
is passed, some of the functions of the new commission—and some of them are
still retained by the provincial agencies, as would be possible if this bill is passed
in its present form—that, I think, would be carrying out the real intent of the
brief. I just thought I ought to make that point clear. I think, otherwise, if we
attempted to do it in the exact form it is here we would find that we would just
get into trouble.

I must say, I am very much impressed with paragraph 9. I do think we
should retain the possibility of using the same examiners for extra-provincial
trucking as are used for intra-provincial trucking to the extent possible—to the
extent that we can secure the agreement of the provincial governments and
provincial agencies to do so. -

As for paragraphs 11 and 12, we do feel that so-called grandfather rights do
appear to be necessary, but whether we would accept the precise wording
suggested here, I do not know. The intent we recognize as proper, however.

With respect to paragraph 13, it does appear to us that some change in the
wording of the bill would seem to be warranted.

Then, coming to paragraph 14, we feel that the proposal here does warrant
the most careful examination. It is a highly technical matter, and we will begin
the examination of it immediately.



2324 TRANSPORT AND COMMUNICATIONS November 3, 1966

With regard to paragraph 16, we will discuss this matter with the law
officers of the crown.

With respect to paragraph 18, I am rather inclined to think that this is a
matter that could be left to the commission to deal with and that would not
require any change in the legislation.

Now we come to the Maritime Freight Rates Act. I think I should say that I
do not disagree with any expressions of view in this section at all. We do not feel
that we are at the moment in the position to legislate effectively. The Atlantic
provinces study is going on. If I thought it was going to be very protracted I think
we would have to deal with these points, but we do expect the study to be
completed early in the spring, and we hope to be in a position to legislate about
this matter. I think I said in the House the other day that we hope to be able to
legislate in 1968, or I may have said it here in the committee—I am not quite
sure now which it was—but, in any event, we intend to deal with the problems
at the earliest possible moment.

While I know that the truckers will feel that we should recognize that they
have a problem and that we ought to try to meet it right away, I think, perhaps,
on this particular point, they will have to be satisfied with the assurance that we
do recognize the problem. We know the question. We are not quite sure that we
know the answer yet, but we hope to try to get it just as quickly as possible.
That deals with the paragraphs up to the ‘bridge’ subsidy.

On the ‘bridge’ subsidy, I think I would be less than frank if I did not say
that, so far as I am concerned, I would be unable to recommend the change
suggested by the truckers. We had very strong representations from certain
parts of the country that to remove this subsidy all at once would create very
great hardships in certain parts of western Canada. I think we are going to meet
this situation, not as quickly as the truckers would like, but it will be eliminated
in three years.

Concerning this question of passengers, mail and express, we will look at
that to see whether in fact it is likely to constitute a problem sufficiently great to
warrant changing the bill.

In any event, the commission will have very adequate powers, and I would
think that the kind of train that Mr. Magee looked at in Calgary, when he had
insomnia, which had one passenger car on it, a great many refrigerator and other
cars and a caboose, would not be the kind of passenger train that we would be
under much pressure from the mayor of Mr. Pascoe’s city to subsidize to keep in
operation.

As the intent of the legislation is to maintain passenger service in areas
where there is no alternative service, the Minister of Finance is not a bit anxious
to subsidize any passenger train. I can assure you. We are certainly not the least
bit anxious to subsidize trains carrying the mail, if the truckers will carry it
without a subsidy.

I think it may prove that we will come to the conclusion that this matter
would be dealt with so effectively by the rules now that in fact there would be
really no subsidization of the mail or express carried on such trains, even if there
might be some small subsidy related to their loss in carrying passengers, as such.
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If the law officers, having heard the matter, feel that that intent is not
adequately expressed—and that is the intent—we will, in that case, make some
proposals concerning changes.

On the piggyback provisions, I think we should take a very careful look at

the point raised here. It may well be that amendments to the legislation would
be required.

When we come to the definition of “motor vehicles” to include trailers, in
clause 35, it does look to us at first blush that there is no question, but that we
would require to make an amendment along these lines.

Looking now at paragraph 36 I would say that we intend to give the
representations on freight-forwarders the most careful review, because it may be
that the bill, as drafted, does not fully represent what our intent is.

I come now to paragraph 47 in which it is suggested that mergers,
consolidations and so on should require the approval of the commission. I regard
that as a very important suggestion and we will take a good hard look at it. The
idea has certainly a great deal to commend it.

On paragraphs 52, 53, and 54 about a “party interested”, we think we will
meet this problem, perhaps not precisely in the way suggested here. We know
what the problem is and we intend to meet it.

Coming to paragraph 58, with regard to the Lord’s Day Act, I anticipate, as I
am sure we all do, that you venture into a field where misunderstanding is so
easy, but there does seem to be a problem here. If there is any reasonable way of
dealing with it, I think we would all try to do that.

As for the question of the maximum rate control, we will, of course, con-
sider these suggestions. I think we have had many suggestions on this, but I
think perhaps it would be prudent at the moment to go beyond saying that they
will be considered.

I think those are the main points on which I would like to make observa-
tions.

The CHAIRMAN: Thank you, Mr. Pickersgill. I have a list comprising Mr.
Reid, Mr. Cantelon, Mr. Horner and Mr. Allmand.

Mr. REID: Mr. Chairman, I would like to bring up a point I raised previously
with Mr. Pickersgill. I think it is particularly appropriate now that the trucking
association is here.

They also brought it up and made the point about the competition between
railroads and the trucking industry and the railroads moving into the trucking
industry. The point is that in this bill we are trying to make a more competitive
transportation atmosphere, and yet we have the point where the railways are
moving into the trucking field.

What I would like to know is: what is the total investment of the railways in
trucking now? Would you have any idea, Mr. Magee? Are they dominating your
industry? Do they have power to upset rate structuresé

Mr. MAGEE: We have no figures on total investment of the railways in the
trucking business because we have not been able to get them from the Dominion
Bureau of Statistics.

I actually had a study made by the bureau on ths question and had the

documentation in my hands ready to go into the witness box at the hearing, and I
25168—3
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received a frantic call from the bureau telling me that they had made a mistake
in policy in providing us with this information and would I kindly destroy the
document, which I did. Therefore, I do not feel that we have any official
information on this subject.

What they had done, at my request, was to take out of the statistical
schedules submitted by their trucking firms and by all the trucking firms in
Canada the information on investment and gross revenues, and give me, not the
breakdown for an individual company—they would not have given me that
anyway—but to give me a consolidated statement on the railway-truck line
situation. As I say, I had it in my hands, but not for very long.

Mr. REp: Mr. Chairman, in this case do you think perhaps this information
could be provided for the committee since it will have a bearing on—

The CHAIRMAN: I suggest that you ask the D.B.S., Mr. Reid, or have the
Clerk ask D.B.S. if they will provide it.

An hon. MEMBER: Could we not call D.B.S. before us?
The CHAIRMAN: Yes; I think this is information which we should have.

Mr. PIcKERSGILL: I would venture the view that the committee would not
have the power to order a civil servant to break the law. If the law says that the
information cannot be disclosed—

The CHAIRMAN: We will look into whether it is possible for them to do so,
Mr. Reid.

Mr. REID: The other point is that we are worried about the penetration and
the control of the railway in the trucking industry, and we do not have the facts
and figures. Do they compete with you on interprovincial transportation basical-
ly, or are they restricting their activities to provincial areas?

Mr. MAGEE: On highways?

Mr. REID: On highways, between provinces—interprovincial—or is it mainly
within a province? Are they spread out over the country, or are they concentrat-
ed in certain areas?

Mr. MAGEE: They are spread out over the country. For example, in the west
the Canadian Pacific are on the highways in the four western provinces. The
Canadian National has moved in there. They have large firms—among the
largest in Canada. One of them, Husband Transport Limited, has been purchased
in the east, by CN. Of course, the largest in the country, which was Smith
Transport Limited, was puchased by CP before that. There are truck lines in the
Maritimes, Eastern Transport and Sydney transport, which are owned by
Canadian National. One purchase was completed in British Columbia by CN just
on the eve of the commencement of these hearings.

While the number of companies out of the total number of companies which
the Canadian Trucking Association represents is small, or fractional, by the
routes that they have chosen and the operating rights which they are picking up
with these purchases they have spread themselves throughout very important
traffic areas in the trucking industry. We have fought this in every way we can. I
may say that this committee under another name was informed that we fought
only Canadian National because it was a publicly-owned railway. We fought
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Canadian Pacific right down to the wire on all of its purchases before CN ever
started to enter into these big purchases which they have made, We have been
absolutely fair in the opposition. We do not pick and choose.

Mr. ReEmb: How closely co-ordinated are the railway activities and the
trucking activities of the trucking companies owned by the railways? Are they
integrated operations, or are they operated separately without any attempt at
co-ordination.

Mr. MAGEE: In the case of Canadian Pacific, the merchandise services
represent a co-ordination of truck lines which they purchased with other railway
services. Canadian Pacific Transport Company in the west is still competitive
with trucking, operating as a truck competitor.

In the Canadian National there are some trucks owned directly by Canadian
National Transportation Limited and operated under that name. Then there are
the subsidiary trucking companies which they have purchased, and which, so far,
have apparently a fair degree of control within their own management. That
policy, of course, can change very quickly. It changed in the case of all the
trucking companies which now have disappeared into the ambit of the Canadian
Pacific Merchandise Services—companies like O.K. Valley Frelght Lines and
Dench of Canada. .

Mr. REID: Would you say that there is an attempt to integrate their trucking
services into their railway and perhaps even into freight-carrying in the aircraft
which they are now moving into? :

Mr. MAGEE: There are two approaches that they take and they are quite
radically different. In some cases where it suits their operating convenience they
do integrate trucking operations which they run under the name of the railway,
or under the name of Canadian National Transportation Limited, but big
trucking firms like Smith, Husband, Midland Superior Express, are trucking
firms which are competitive with the railways, and they must compete with the
railways to survive in the form in which they grew up.

The railways may experience the patronage of Midland Superior Express, or
Smith Transport Limited, through the movement of their trailers by piggyback,
but that is a commercial transaction between one branch of the railway and the
other. It is not what I would call integration.

Mr. REID: Are the railway companies and the trucking firms which they own
members of your association? :

Mr. MAGEE: The Canadian Trucking Association is a federation of provineial
trucking associations, and their members, in turn, are the trucking firms! There
are 7,000 of those firms, and the railway truck lines are members of the
provincial association in the province or provinces in which they operate. They,
in some cases, sit on the board of directors of the provincial .association, but
under the by-laws of Canadian trucking associations no person who is in the
employ of a railway, or a form of transport competitive with trucking, can
attend a meeting of Canadian trucking associations as: a;delegate; and:the
by-laws are worded in such a way that if you cannot attend as a delegate you

cannot be a director. sl
25168—33%
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Mr. REID: One of the last points I would like to make in this sequence is that
of competition between modes of transportation. This is supposed to be one of
the things which this bill is supposed to promote.

With the situation as you have described it, and with the possibility of
further purchases by the railways, with the great capital resources which they
have, would you say that this type of operation is going to prevent competition
between modes of transportation—if the railways get a sufficient controlling slice

of truck transportation.

Mr. MaGeE: Eventually, if the regulation of the railways does not include a
regulation over their ability to enter the trucking business, that condition will
come about inevitably. They have vast resources in comparison with the largest
independent trucking firms.

Mr. ReID: Therefore, you have, approaching, the classical situation which an
economist would call a free competltlve part of the economy, where the railway
have very little competition.

Would you say that this bill is, in effect, an attempt to get competition
artificially into the transportation industry?

Mr. MAGEE: No, I do not think it is. I think that the bill, as it has been
drafted, shows a considerable concern for the protection of competitive forces.
There might be artificiality in that regard, but that protection comes only if rates
made by a mode of transport against another mode are non-compensatory. If
they are non-compensatory then those rates are subject to attack and to change
by the commission.

Mr. RE1p: Thank you. My time is up.

Mr. SHERMAN: Mr. Magee, is the Canadian Trucking Associations saying, in
paragraph 47 of the short brief, that the railways should be ordered to get out of
the trucking business?

Mr. MAGEE: No, sir. I would like to clarify that. I am glad that question has
been asked. The provision that we have proposed with regard to grandfather
rights would apply to investment which the railways have at present in the field
as well as to the independent trucking firms.

What we are saying is that now has come the time when Parliament should
take a hard look at the railway expansion into the trucking field and decide
what, if any, policy should be followed for the future.

Mr. CaNTELON: I would like first of all to congratulate the Trucking
Associations for the very comprehensive brief which they have presented and
particularly for the fact that their recommendations are so concrete.

The Minister of course in his usual inimitable manner, has gone over
practically everything and has pointed out that they will accept a great many of
them, which, I think proves even more fully that the brief is a very excellent
one.

I was interested in three things in particular in the brief—some others too
but I think I had better confine myself to just three.

The first one was the interprovincial truck operations, and, in particular, I
noted what the Minister said about this, that there would be a great deal of
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difficulty in doing a great deal to control traffic which originates in one province
against the wishes of the province. I think I am paraphrasing reasonably closely.
On page 16 of your comprehensive brief you have a paragraph at the bottom
which intrigues me particularly. You point out that in Ontario there would seem
o be little difficulty, but that the Quebec transportation board controls traffic
which both goes out of and comes into the province. 3

Have you any suggestion at all on whether the Quebec transportation board
would be liable to agree with the transportation commission controlling the
regulation of rates into and out of the province of Quebec?

Mr. Magee: I think the answer is that the jurisdiction belongs to the
parliament of Canada, not to the provinces, and that part 3 of the bill, according
1o our legal advice, is perfectly within the legal powers of parliament to enact.

The decision of the judicial committee of the Privy Council in the Winter
case confirmed that the jurisdiction over extra-provincial trucking, the cross-
border trucking, was federal, and it went further. It said that the intra-provin-
cial parts—the purely provincial parts—of an extra-provincial undertaking also
fell within the jurisdiction of parliament; so that when the Privy Council
rendered that decision quite a large chunk of the Canadian trucking industry
was found to be within the jurisdiction of parliament and not of the provinces.

I can see no legal grounds on which any provincial government could say to
Parliament, “You are invading something which belongs to us, or which is under
our jurisdiction”. ;

Mr. CANTELON: You, of course, understand that there are other difficulties in
this connection. There may be no legal grounds, but there does seem to be a
feeling in the provinces that they would like to control all their own business;
and this is a real problem.

Mr. MaGeE: I think you have put your finger on one of the very difficult
parts of implementing extra-provincial truck control, because there is a split
jurisdiction between the purely local or provincial carriers, who come under the
provincial jurisdiction, and the cross-border carriers who come under federal
jurisdiction.

The Minister has said several times at these hearings that for part 3 to work
and to be a success we must have the cooperation and good will of the provincial
governments. I am quite certain that, having made the decisions on this
legislation that Canadian Trucking Associations has made, every provincial
trucking association will do its best to convince its provincial government that
this cooperation should be forthcoming. In fact, if it is not we will have a
chaotic situation.

Mr. CANTELON: I hope, indeed, that it will be the case that we can persuade
every jurisdiction to accept this control.

I am interested, secondly, in what you say about the east-west bridge
subsidy, that you think you can create a real competitive climate there. What
bothers me about it is that I have driven this area quite a few times, not only last
year but for quite a few years, and the roads are not what I would consider
actually suitable for very heavy quantities of traffic. I do not know whether
there is any solution to this. The solution seems to be to persuade the province of



2330 TRANSPORT AND COMMUNICATIONS November 3, 1966

Ontario’ to ‘get busy on the trans-Canada highway. Perhaps you have some
thoughts on this. '

Mr. MAGEE: There are still problems with respect to the standard of
highways in certain places, but despite those problems there has arisen, since the
railway strike of August, 1950, a very strong competitive trucking industry on
the east-west haul.

Mr, CANTELON: You mean through that particular area, north of the lakes,
and from Winnipeg, say, to North Bay?

Mr. MAGEE: Yes. We have runs from Toronto to Winnipeg; Toronto to
Regina; runs from Montreal through to Vancouver. These are regular scheduled
services operated by substantial firms, linked up with, teletype, and it is a very
regular, high standard of operation.

The view expressed by the MacPherson commission regarding the workings
of the bridge subsidy in relation to east-west trucking was that that trucking
development had been retarded by the bridge subsidy, and this was one of the
reasons why they recommended that it be repealed.

Mr. CANTELON: Speaking as a westerner and with the national interest in
view, it seems to me that the low rates there must have been advantageous to the
west, and probably to the people who were selling the products in the west and
moving them as a result of the bridge subsidy.

Mr. MaGeE: I agree that low rates are advantageous to the economy of the
west. Our point is that competitive forces should be left to work out the rate
situation, the railways and the trucking industry competing with each other, and
that there should not be an artificial intervention by the injection of subsidized
reduction of freight rates.

If it is going to be the policy that we must have a freight rate reduction
subsidy, we must have lower rates even than the ones that exist, then we say
what the MacPherson commission said, and that is that when assistance to a
region is provided through a transportation agency it should be provided on a
non-discriminatory basis, so that the shipments of all carriers are affected. If you
confine it to the shipments of one carrier and you say to that carrier, “You cut
your rates and parliament will compensate you for the reduction you make,” you
are giving that carrier a competitive advantage in a discriminatory manner
against the other modes of transport. That was the MacPherson commission’s
view.

Mr. CANTELON: Of course, I am prepared to agree with that, but I still feel
that all types of transport, including the truckers, are of extreme national
importance, particularly for those of us who are located a long way away, and
that low rates are not just advantageous to the west or to the maritimes, but
that they are advantageous to the whole of the dominion; and I question whether
the competition that you envisage would take place there would keep the
rates as low as they are today. Naturally, this is the ground on which I com-
plain.

Mr. MAGEE: Dr. Gizbert has made a study of this particular part of the
situation. Perhaps he could say something about it.
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Dr. K. W. STubNICKI-GIZBERT (Associate Professor of Economics, York
University): My answer to this question would be that, first of all, I absolutely
agree with you that transport is designed to be used as a means of creating
national markets in the existing regions. The point really is: What do you want
to do in the long run and whether, by allowing a greater degree of competition,
you will in the long run achieve greater efficiency? Let me put it in a slightly
different way. It may be quite true that today you would achieve less of a
reduction by competitive forces than by a subsidy, but by allowing a greater
degree of competition you put another incentive on a competing mode of
transport to get better equipment, better terminals, and, in the long run, the real
costs of a reduction are a factor in the new equipment. The labour wages are
going to go up, and you have to get new investment into a certain area.

Mr. CANTELON: You are suggesting the giving up of a sure thing for a
potential profit in the future?

Mr. STUDNICKI-GIZBERT: Yes; and I fully sympathize with this point of view.
My only problem is I can see the upward pressures on transport costs simply
because transport is highly labour incentive. I would like to see a greater
incentive for investors to put money into new modern equipment, because in the
long run it does not really matter whether the shipper pays it as a shipper, which
comes out of the pocket of a consumer, or whether the same consumer pays it as
a subsidy with his taxes. The only way to deal with this problem is to get
effective action, as you mentioned about highway improvements.

Mr. CANTELON: Of course, the point there is that in one case you are
spreading it over the nation, and in the other case you are taking out of the
pockets of one particular group. However, I think I am prepared to leave it at
that.

The other section that I wanted to ask about is one that my compatriot
asked as a supplementary just a moment ago, and that is the railway entry into
the trucking field and the fears that you have about this railway entering into
the trucking field, which I think seems to be quite justifiable, especially when as
you say in section 44, they can achieve control merely by having one trucking
firm competing with as many as six others. Therefore, you believe there should
be regulation of rail entry into the trucking field and that without this the bill
will be completely ineffective.

In connection with this, I would refer to the recommendation that you make
at the top of page 14. The Minister, if I remember correctly, said that this had
quite a lot to commend it. Reading the second one, in particular, it seems to me
that this would put the railways out of the trucking business altogether, except
for just lines within a city, or perhaps you might use lines, say from my town
to a distribution area, for a few miles around. Is that what the intent of this
section is?

Mr. MaGeE: The wording of the proposed amendment is extreme, because
we think that the problem is an extremely serious one. We have used the words
“pick-up and delivery in urban centres,” and I would think that when you speak
of hauls of, did you say, two or three miles—?

Mr. CANTELON: Well, they might go 20 or 30 miles.
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Mr. MAGEE: Twenty or 30 miles would still be pick-up and delivery in urban
areas.

Mr. CANTELON: That is what I would consider it to be, in an area like that.
Therefore, it is not intended to prevent that?

Mr. MAGEE: No, it is not.

Mr. CANTELON: But if I understand correctly it would prevent, for in-
stance, the moving of freight into Saskatoon and then to my home town, which
is about 130 miles from Saskatoon. They move material out in a freight van
or truck and distribute it out of various communities. You would not permit
this by this regulation?

- Mr. MAGEE: I do not think that would be permissible under the wording of
this proposed amendment.

Mr. CANTELON: I want to get this clear and I wanted to know how you did
interpret it.

The AcTING CHAIRMAN (Mr. McWilliam): If I may interrupt you for a
moment, Mr. Cantelon, your time has expired, but if you are not going to be too
much longer, I would let you continue.

Mr. CANTELON: I thought I had about another minute.

The AcTING CHAIRMAN (Mr. McWilliam): You are well over your time.
Perhaps you could come back later, if you wish.
Mr. Horner, you are next.

Mr. HORNER (Acadia): First of all I would like to say that I commend you
on your brief, and your understanding of the bill convinces me that you have
some knowledge of the practical application of it on the modes of transportation,
and particularly the freight haul.

In a sense, Bill No. C-231 suggests that there is ample competition to ensure
protection for all areas and practically all shippers. Am I right in that sum-
mation of the bill?

Mr. MAGEE: I think that would be correct.

Mr. HORNER (Acadia): But your main theme, as you suggest on page 2 of
your brief, is the preservation of strong competitive forces in the transportation
field, and the amendments you suggested in your brief are to preserve and
maintain these competitive forces.

Mr. MAGEE: Yes.

Mr. HORNER (Acadia): Could one suggest, then, that you are somewhat
doubtful about whether or not there is ample competition in the transportation
field to give protection to the shipper for the various areas of Canada without
your recommendations? In other words, if the bill went through without any
changes as you suggested, is there enough competition?

Mr. MaGeE: I think that the bill, if it goes through even as it now stands,
utilizes all the competition which is available in Canada at the present time.
I do not see anything in the bill—
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Mr. HORNER (Acadia): I realize it utilizes all the competition at the present
time, but in your opinion is there enough competition at the present time to
warrant this Parliament passing this bill?

Mr. MAGEE: With the proviso that there must be provision with legislation of
this kind, to protect those shippers who have no recourse to any form of trans-
port but one, I would say Yes. The bill recognizes that there is a very pervasive
competitive situation in Canada, right throughout the country, and it makes
some provisions to see that these competitive forces are not attacked or wiped
out from withni the transportation indusry by he srong moving against the
weak—and I am speaking in terms of economic strength. It also makes provision
for the shipper who does not have alternate transport to be protected from rates
that are unreasonable and that his particular firm cannot bear. As a matter of
fact, it recognizes a captive shipper situation not only with regard to railways
but in respect of trucking. There are provisions there for a shipper who may only
have a truck service available.

Mr. HoRNER (Acadia): I agree, but on page 16 of the brief you suggest there
should be changes made with regard to the general definition of a captive
shipper. I think I am correct in paraphrasing your remarks in this manner; if I
am not, please correct me. You suggest that instead of it being 100 per cent,
particularly your main brief, that it should be 50 per cent or more. The point I
am trying to make is, is there enough competition, is there enough protection
from this competition if it is less than 100 per cent?

Mr. MAGeE: I have had Dr. Gizbert studying this question very carefully
because I anticipated some questions on this very point. With your permission,
Mr. Chairman, I would like to ask him to speak now.

Mr. STUDNICKI-GIZBERT: Mr. Horner, I will deal with your first question, is
there enough competition. I think the answer here would be that probably there
would never be enough viable competition in any industry and that is why we
have an anti-combines act and measures to protect competitive situations. Now,
coming to the specifics, I feel that with the few sort of islands of monopoly which
we recognize as captive shippers, we have a situation which does approach a
competitive situation. Now, coming back to the bill, it provides, even now, one
safeguard which gives fairly wide powers to the commission to investigate, and I
would hope that at least some of those investigations would be made public.

Mr. HORNER (Acadia): They do not have to be made public.
Mr. STUDNICKI-GIZBERT: I realize that.

Mr. HORNER (Acadia): They “may” be made public but the word “shall” is
not used.

Mr. STUDNICKI-GIZBERT: I hope you gentlemen will make sure that some of
them will become public and I think safeguards of the type the commission and
the government are taking will be moving along with changes in the situation.

Now the second type of safeguard is the safeguard proposed by Mr. Magee
and the Canadian Trucking Association which attempts, really, to preserve the
competition which already exists. It is very much in line with the over-all trend
of legislation to preserve competition against monopoly everywhere else, applied
to the transport position.
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Mr. HORNER (Acadia): What you are saying, Mr. Gizbert is that if—I want
to reach an understanding with you—the bill passes without the suggested
recommendations to maintain competition or to preserve competition, as this
brief suggests, perhaps through the work of Parliament and through the work of
economic forces, some of these conditions will come about because of necessity.
Am I right in saying that? In other words, because of necessity, the 100 per cent
may not be reduced to 50 per cent or more but may be reduced in that direction.

Mr. STUDNICKI-GIZBERT: That is quite likely, Mr. Horner. I would say there
is always a possibility of forces moving in the other direction. I am quite sure
that the situation will bear watching. I think we are going to get a decent
framework within which the situation can be worked out. But I would say all it
really does is provide a framework.

Mr. HORNER (Acadia): I realize where we are, Dr. Gizbert, and all I can say
is I hope that if some of the amendments you suggest in this brief are not carried
out that the forces work in the economy to effect some of them. How long it will
take and who will suffer while the forces are working and before Parliament
takes action to amend the bill, I do not really know. I hope it is not the trucking
associations.

However, I want to go back to page 14 and the second part of clause 47.
There have been a number of questions asked on this and I want to clearly
understand what you are saying here. Are you saying here, Mr. Magee, that
railroads that now own Husband Transport, Smith Transport, Midland Superior
and other fleets of trucks should be asked to get out of that mode of transporta-
tion because of their economic security in the railroad industry. Am I right in
this assumption?

Mr. MAGEE: No, Mr. Horner, we have not suggested in the submission—and
it is not to be inferred from our proposed amendment—that the railways divest
themselves of ownership of those highway transport facilities which they own at
the present time.

Mr. HORNER (Acadia): What you are saying is they should not be allowed to
go any further?

Mr. MAGEE: We are saying they should not be allowed to go any further and
if the committee feels that is too extreme then we say, at least, the situation
should be dealt with by Parliament in a way that the Candian Transport
Commission will be empowered to watch what is happening in the matter of
railway expansion into the trucking field.

Mr. HOoRNER (Acadia): I have one further question, Mr. Chairman.

Mr. MAGEE: Could I add one point. I think I said watch, I should have said
watch and deal with.

Mr. HorNER (Acadia): I understand your position there perfectly, and that
is why I am asking no further questions in connection with it.

With regard to the Maritime Freight Rates Act, page 6 of your submission
dealing with clause 19 and the following clauses up to clause 25, you are
suggesting that this Act, because of the subsidization of the railways, has
curtailed and limited the expansion of the trucking industry in the Maritimes.
Am I correct?
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Mr. MAGeE: That is right, Mr. Horner. That is our conclusion and that was
the conclusion of the MacPherson Commission.

Mr. HORNER (Acadia): Now, why is it your conclusion? I am not interested
in the MacPherson Commission. Is it because the subsidization has kept rates low
in the Maritimes and because of the low rates the trucking industry has not been
able to become established? Am I right there?

Mr. MAGEE: I think it is more a case that the railways, through the M.F.R.A.
subsidy, have been put in a very advantageous and discriminative position in
the Atlantic provinces.

Mr. HORNER (Acadia): In their rate setting?

Mr. MAGEE: In their rate setting situation. This is why the MacPherson
Commission recommended that the intra-Maritime subsidy be abandoned and
that the subsidy continue on the westbound interprovincial haul and that on that
haul the shipments of all carriers be eligible for the subsidy.

Mr. HORNER (Acadia): Then one could say, if the subsidy was done away
with, that the short term result would be an increase in freight rates but over the
long term the trucking industry might become estabilshed, become competitive
and hold the rates or maybe even reduce them? Am I right in this summation
as to the future application of the bill?

Mr. MAGEE: To be quite factual about it, many of the rates now charged by
the railways in the Atlantic provinces are well below what they are required to
be under the Maritime Freight Rates Act and the reason is the existence of truck
competition. In respect to that segment of traffic—it is quite large—if the
Maritime Freight Rates Act was taken out tomorrow, it would not affect the rate
situation very much. There might be some tendency for the rates to rise.

Mr. HorRNER (Acadia): I cannot understand that, Mr. Magee, I cannot
understand why the rates are below what they must be because of the Maritime
Freight Rates Act and still the trucking industry has not been able to become
established there.

Mr. MAGEE: Because the railways are stronger in that area and are able to
extend their rate cutting over a much greater area with $13 million poured in
there every year on claims they submit on their rate reductions, which they are
required to make under the M.F.R.A.

Mr. HORNER (Acadia): What you are saying generally, to use a railroad
term, is that competition at the market-place allows the railroads to have an
advantage over the trucking industry? Would this be a generalization which
could be, perhaps, correct?

Mr. MAGeE: I would say the Maritime Freight Rates Act is producing, as the
MacPherson Commission found, an artificial and unfair discrimination against
the trucking industry in the Maritime provinces. Dr. Gizbert has something he
would like to say on this.

Mr. STUDNICKI-GIZBERT: Mr. Horner, just to bring in a few figures, I made a
little calculation here and it is subject to all sorts of uncertainties but the
trucking ton-miles per head in Quebec is about four times the trucking ton-miles
per head in the Atlantic provinces. The comparison with Ontario is even worse, it
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is 588 versus 120. Now why is it so? I think the explanation is very difficult. One
of the problems is the chronic underinvestment in all types of businesses in the
Maritimes.

Mr. HorNER (Acadia): What you are saying, Dr. Gizbert, is that if the
Maritime Freight Rates Act is removed freight rates may well go four times
what they are now?

Mr. STUDNICKI-GIZBERT: I am quite sure they would go up and this is why,
if I understand the C.T.A. submission correctly, the submission here is to extend
it to all forms of transportation.

Mr. HORNER (Acadia): I have one other question for you, Mr. Magee. Are the
network of highways in the Maritimes good enough to allow you to compete
effectively with the railroads if the Maritime Freight Rates Act was removed
without major expenditures on highway construction?

Mr. MAGEE: I think the highways in the Maritimes are vastly improved over
what they were five or six years ago, and they can sustain the operations of the
trucking industry. I am sure the highways will be improved and I am sure we
will continue to pay our full and fair shares of taxes—

Mr. HORNER (Acadia): I fully realize that but I wanted to know what the
position was now.

Mr. ALLMAND: This leads you right into the questions I was going to ask. In
considering the promotion of competition between the trucking industry and the
railroads, we have to consider the availability of interprovincial highways or
how to make them available. I was going to ask you how does the trucking
industry, in the different provinces, in a special way, help pay for the construc-
tion and maintenance of highways—I mean, above and beyond what the
ordinary citizen pays because you are using the highways for profit. So for my
own information, in what special ways do you help pay for construction and
maintenance of roads?

Mr. MAGEE: We are paying much higher taxes than the motorist for the
privilege of making use of those highways.

Mr. ALLMAND: What kind of taxes, income taxes?

Mr. MAGEE: Public commercial vehicle fees.

Mr. ALLMAND: Yes.

Mr. MAGeE: The gasoline tax—and we can get approximately five or six
miles to a gallon compared to what can be obtained in a private automobile. We
make a very tremendous contribution to the building and maintenance of
highways in all provinces. If we were not a factor we would not have some
of the highways and super highways that we have today.

Mr. ALLMAND: I have read reports—I do not know whether they are
correct—that the trucking industry is in fact being subsidized through the
construction of highways by the state and that they do not really pay in
proportion to what they get back. What is your comment on this?

Mr. MAGEE: Our comment is that we pay a full and fair share for the use of
the highways and we welcome any objective study of the problem to pursue that
matter. I have said that to this committee many times before.
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Mr. ALLMAND: Have you any proposals or recommendations with respect to
the further construction of interprovincial highways?

The CHAIRMAN: Mr. Allmand I will have to rule you out of order on that
question because we are not involved with the construction of interprovincial
highways here. The Canadian Construction Association has already prepared a
brief dealing with national highways policy, including regional and national
highways, and they were not allowed to appear before the committee because it is
outside the scope of this bill. We are dealing with principles in the bill; we are
not dealing with the construction of highways but transportation.

Mr. ALLMAND: With all due respect, Mr. Chairman, I do not see how we can
adopt a bill which is going to promote competition, or even accept amendments
that will promote or increase competition, between a trucking industry and the
railways if we do not consider how we are going to provide the highways

The CHAIRMAN: That is not a matter dealt with in the bill and I am only
concerned with the contents of the bill which has been referred to this
committee. I realize it is a live issue but the scope of the bill restricts us from
discussing the construction of highways.

Mr. ALLMAND: I will move on to another question then. Mr. Magee, there are
recommendations in your brief which would control the merger or the taking
over of trucking companies by railroads. It is my understanding that many
trucking companies are either owned outright or are subsidiaries of many large
manufacturing firms in Canada and I am wondering if any of these trucking
companies belong to your association; I am also wondering whether you would
have some sort of control in the takeover and amalgamation of trucking
companies by large manufacturing and other businesses.

Mr. MAGEE: I am not sure whether you are referring to private trucking
operations, where the shipper owns a large truck transportation department for
the movement of his own goods or whether you are saying that there are
manufacturing concerns that are in the trucking business?

Mr. ArpLmanp: I will give you an example. This morning, in another
committee, examining the wholly owned subsidiaries of Aylmer foods, there was
a company which they fully owned. It was a transportation company which they
used for the transportation of their own goods but this trucking company also
transported other types of goods, too. But, 50 per cent of its business was taken
up with the transportation of food produced by that company. Now, I understand
there are many other examples of this and I am wondering if you want to have
some sort of scrutiny or control of the railways buying trucking companies and
whether you would extend the same principle to other large manufacturing and
business concerns.

Mr. MaGeE: I think the principle is a little different because when we are
talking about the competitive forces in transportation we are aiming at the
preservation of those forces by a proposal that the various modes be separate,
independent and competitive one with another. I do not think that the situation
is exactly the same.

Mr. ALLMAND: It may not be to the trucking companies, sir, but do not forget
that the railways rely on these manufacturing and other types of businesses for
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their business. Now, if we were to allow, let us say, as an extreme example,
businesses to own their own trucking companies, and adopt all the amendments
that you want adopted to protect the trucking industry, you might very possibly
take a lot of the business away from the railway. You would promote a situation
where the railway would not be able to obtain the business of these industries
because the trucking companies were owned by food companies, furniture
companies, ore companies, and so on.

Mr. MAGEE: We are really coming to the area of private trucking operations
because whether it is a trucking firm that is a commercial publicly licensed firm,
carrying not only the goods of the shipper but able to carry the goods of other
shippers, or whether it is a private trucking subsidiary like Canadian Breweries
Transport Limited, which is the trucking arm, as it were, of the Canadian
breweries but not a public commercial vehicle carrier—it is a carrier of the
products of Canadian breweries, this is a form of competition that faces both the
trucking industry and the railroads and, in this respect, we face common
competitive problems.

Mr. AvLLMAND: That is why I was asking you whether you think your
recommendation with respect to the railways should be applied to other amalga-
mations?

Mr. MAGEE: In many provinces now the transfers of shares of companies in
the trucking field are the subject of regulation by the provincial regulatory
boards, so that the regulatory board in many of the provinces is in a position to
look at this particular situation to which you are referring.

Mr. AvLMAND: I have one final question. Is there any kind of freight that
you think the trucking industry could carry which would be more appropriate to
the trucking industry to carry interprovincially, and which you would probably
take over, if the bill with your amendments were passed? In other words, do you
think there is a type of business that the railways are carrying now interprovin-
cially by rail that you could carry in a more efficient way by truck if the bill
were passed with your amendments?

Mr. MAGEE: I do not see the bill as a promotional mechanism for increased
truck traffic after the bill passes. This is not my understanding of the bill from
my study of it. The bill looks at the competitive factors which exist in
transportation and, beyond maximum and minimum rate control, in effect, tells
the various forms of transport to go to it and compete. We are doing that now
and we will continue to do it when the bill passes, but the bill will ensure by the
minimum rate control that rates below cost or noncompensatory rates are not
used by any one mode of transport to put another mode out of business—a mode
which may not be nearly as strong economically, but which may actually be the

more efficient operator.

Mr. ALLMAND: You have made recommendations with respect to the
Maritime Freight Rates Act, and I am just wondering if the changes were made
that you suggest what type of things do you think that you could carry that you
do not carry now? In other words, how are you being discriminated against?

Mr. MaGEE:  How are we being discriminated against?

Mr. ALLMAND: Yes, with respect to the carrying of certain types of goods.
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Mr. MAGEE: I could not start now to specify the commodities that we might
carry in the future after the bill passes and, furthermore, speculation of that kind
is very dangerous for the reason that the transportation industry has become so
competitive that what we have come to regard, for example, as truck traffic could
be subject to change. You used to hear in the trucking industry that automo-
biles, for example, were truck traffic. The automobile carrier comes up to the
shipper’s door, or showroom door, and off come five automobiles. It is just a
natural for the trucking industry. Well, that is what we thought, until the
railways came along on long hauls with something better, which was the
tri-level freight car.

These competitive developments, development of technology, the improve-
ments that are going on all the time—each mode matching its ingenuity against
the other in trying to produce something better—really makes it impossible to
speculate on what will happen in the future in traffic.

Mr. ALLMmAND: Thank you very much.
The CHAIRMAN: Mr. Martin.

Mr. MARTIN (Timmins): Mr. Chairman, Mr. Allmand raised my point and I
certainly do not want to run afoul of your rulings. I think I could couch it in a
slightly different way. With regard to the requests contained in this brief of
doing away with what the trucking industry feels to be unfair subsidies to the
railways, there are many people who feel that, so far as the taxpayers are
concerned, they are subsidizing the railways on one side and subsidizing the
trucking industry on the other with regard to the cost of buildings and
maintaining harbours.

Now, I know that the trucking industry’s answer to that is that they pay for
their share of this with licences, gasoline tax, and so forth. Has there ever been
a study made, or are figures available, of the percentage of the costs that the
trucking industry pays in such things as licences and gasoline taxes, as compared
with the percentages of the cost of the railways in building and maintaining
their roadbeds?

Mr. STUDNICKI-GI1ZBERT: Not in this country, sir. As you probably know, it is
incredibly complicated. I will give you only one example. When the interstate
highway program was approved, the congress directed the department of works
in the United States to make an investigation of costs and benefits of highways,
and allocation of costs to different users. They have produced a study, which is
an absolutely excellent one, in about four years after spending over a million
dollars on research and so on.

There are two aspects. One is what the truckers pay, whether they pay their
fair share or not, and the second aspect is the existence of a highway does give a
trucker a certain advantage, a built-in advantage of using a common facility.
Once you have those two different things from two different places the difference
in the benefits is an extremely difficult question to answer. In Ontario the users
now pay slightly more than the cost of highway building. Now, how do you
allocate the cost between trucks, private cars, and delivery vans? It becomes a
very difficult study which also changes with climatological conditions and
changes of climate. I do not think that anyone today can really answer your
question. We can give impressions, but this is about all.
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Mr. MARTIN (Timmins): Of course, we must realize that a highway that is
adequate to handle ordinary passenger traffic will be pounded to pieces in a
matter of weeks with a 60-ton truck. Therefore, the highways that are adequate
for the general traffic are not adequate for transport.

The CHAIRMAN: We had better cut off that aspect of it. Mr. MacEwan?

, Mr. MACEwAN: I would just like to ask Mr. Magee if he believes the
Maritime Freight Rates Act should be rescinded.

Mr. MaGee: The Canadian Trucking Associations has taken no policy
position on that point. It merely says that if the act is to be continued then the
aid to the shippers of the maritime provinces should be equitably dispersed to all
carriers.

Mr. MACEWAN: What you are saying here is that if the Maritime Freight
Rates Act is going to continue, as it is, under this act for two years that truckers
should be included. '

Mr. MAGEE: That is correct.

Mr. MAcCEwAN: With regard to the Freight Rates Reduction Act, you
recommend that the rates which were reduced under this act should be
cancelled.

Mr. MAGEE: That is correct.
Mr. MACEwWAN: Why?

Mr. MAGEE: Because the Freight Rates Reduction Act, in our opinion, was an
artificial intervention into the pricing situation in the transportation field and
was conceived and enacted without any regard for the fact that there is in
Canada a competitive transportation system. The railways were made the chosen
instrument of aid to a certain group of shippers. When we appeared before the
standing committee on railways in 1959 to oppose the Freight Rates Reduction
Act that was our view and, as a matter of fact, we warned that if that act passed
the amount of subsidization would certainly increase before the transportation
problem was ever sent to parliament in the form of legislation, and that
happened. Seventy million dollars more came into the situation so that we now
have, right at this time, about $100 million in subsidies to the railways which
took shape originally in the Freight Rates Reduction Act, but all of which are
traceable to the railway wage problem. The $20 million subsidy came to roll back
the freight rate increase which was granted by the Board of Transport Com-
missioners in 1958 following the representations of the railways regarding the
agreement they had signed with the non-operating unions.

Mr. MACEwWAN: Along with Mr. Allmand’s suggestions, do you agree that the
type of goods which your trucks can carry in the maritime area is different than
in, perhaps, the more highly industrialized areas of Canada, and—I am going
along with what Mr. Horner asked you—do you believe that this will enable
trucking firms to compete as effectively with the railways in the maritime areas
as in other areas of Canada, particularly in Ontario and Quebec?

Mr. MAGEE: Well, I think the repeal of the Maritime Freight Rates Act
would put the trucking industry on a much fairer footing in the maritimes and
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would give that industry a chance to bring its full strength to bear in the
competitive situation.

Mr. MACEwAN: Finally, do you believe that the study which the Minister
referred to today, which is being carried out, will be of assistance and will take
into consideration not only railways but truckers and so on, and that this study
should be of great assistance to the industry in the area?

Mr. MAGEE: Yes, we are pleased that the study conducted under the Atlantic
Development Board is an objective, impartial study and that the problems of all
modes of transport in relation to the maritime economy are being looked at
under that study. But, you see, we have been through so many studies of the
maritime transportation problems. There is a submission which we presented to
the interdepartmental committee on maritime transportation problems in 1958
which took us many months to prepare and involved a great deal of study. We
seem to keep going through studies, and we seem to keep getting from the
Department of Transport the answer, “Well, look, you have a good case about
the outdated aspects of M.F.R.A. but, you see, we are having another study into
the maritime transportation problems”.

I have had a very hard time with my president, Mr. Gouin. He was at the
Maritime Motor Transport Association convention at Saint John just recently
and, before an angry group of maritime truck operators it was stated that, “We
are having another study and it will only take two years, and then we will get a
final disposition of this problem.”

Mr. MAacEwaAN: They are very serious in the maritimes. Thank you, Mr.
Chairman.

Mr. PAscoE: Mr. Chairman, I have made notes of the Minister’s comments
and it appears that we are going to have very sympathetic consideration to our
recommendations so I will not pursue those lines. There are one or two questions
that I would like to ask. One is the follow-up on the bridge subsidy and I have
been asking this question of most of the witnesses. Do you envisage at all
perhaps a piggyback service whereby the trucks would be going piggyback
across this northern Ontario route adding to the revenues of the railways and
also cutting down on the expenses of trucking. Do you see that working out to
the advantage of the prairie provinces?

Mr. MAGeE: There is piggyback service offered to the west by the railways
which is being used by some of the trucking firms and, of course, when the
railways can attract the traffic it is useful to them because it does bring back on
to their equipment some portion of the revenue that otherwise would elude them
all together.

Mr. PascoE: Well, this piggyback service across northern Ontario saves the
truckers money too.

Mr. MAGEE: It saves us the operating costs of our tractors and enables us to
cut down on our motive power fleet, but when railway strikes come then we
think. “My goodness, maybe we went a little too far in the piggyback.”

Mr. PASCOE: So you envisage still continuing trucking across northern
Ontario.

Mr. MAGEE: Yes.
25168—4
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Mr. PAScoE: Much the same way as it is now?

Mr. MAGEE: Piggyback is a very competitive business and there are many
factors which affect us. There is another field which looks like a natural, now
that the railways have got it going, but again it will be subjected to other
pressures. Better trucking equipment will come and if the truck operator finds it
is more economical to send it by highway rather than move it on piggyback then
he will switch from piggyback and go back to over the road operations.

Mr. PASCOE: On page 9 of your main brief you say the units forming part of
this industry are diverse in size. Do you see that you have pretty well reached
the maximum size now or do you see even larger trucks than you have now?

Mr. MAGEE: It is difficult to tell but it will have relation to the standard of
highways which are built in the future. The capacities have been increased
gradually as the provincial regulatory authorities think that the highways and
the public can stand this kind of increase.

Mr. PascoE: Also on page 9 you say: “Parallel with the growth of traffic
volume, the trucking industry extended its maximum length of haul.” How far
would one driver take these big trucks now on an average haul?

Mr. MAGEE: On a long haul he probably would travel with the rig all the
way except for rests—there would be rest periods—or it might be a two man
operation with a sleeper cabin.

Mr. Pascok: I have just one more question Mr. Chairman. I am reading
from the last edition of The Rural Councillor, under the heading ‘“Is our
transportation industry in chaos?” It is a publication from Saskatchewan. The
last paragraph states: “The transport industry generally could stand a thorough
investigation and overhaul. We believe that in Saskatchewan a commission of
inquiry into the whole field would be justified.” With regard to complaints about
slow deliveries, it goes on to say that the trucker did not seem a bit concerned
over certain cases. Do you agree with that or do you think it is a fair comment?

Mr. MAGeE: I suppose if I agreed with it I would not be here at the next
hearing. I think that the standard of truck service in Saskatchewan is good from
what I have heard from the shipping public. I have attended the meetings of the
Canadian Industrial Traffic League in Saskatchewan, and I have not heard these
complaints. But if they exist, they certainly should be followed up and the
situation rectified.

Mr. PAascok: Followed up through your association or what?

Mr. MAGEE: Yes, it can be followed up through the association or through the
Saskatchewan Trucking Association, because they are the ones who will follow it
up.

Mr. PascoE: I will pass that word on to the writer of the editorial.

The CHAIRMAN: Mr. Sherman will be the last questioner.

Mr. SHERMAN: Mr. Magee, the trucking industry evidently feels that it is the
victim of some discrimination where its appearance at hearings into transporta-
tion problems and railroad problems is concerned. I refer to paragraphs 52, 53
and 54 of the short brief where you deal with the status of the trucking industry
as a party interested. You refer in paragraph 53 to an application of the
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Canadian Trucking Association which was dismissed on the grounds that the
associations did not constitute a party interested within the meaning of the
Railway Act. Could you tell us what type of application that was, and what the
association was concerned with?

Mr. MAGEE: We alleged in a submission to the Board of Transport Com-
missioners that the railway rates complained of were in violation of section 334
of the Railway Act, in that they were lower than necessary to meet the
competition and that they were not compensatory. I must say in fairness to the
Board of Transport Commissioners that in this particular case, after they held
the hearing on the legal aspect, which was the only aspect discussed at that
particular hearing, and then issued their judgment, that we were not a party
interested, they said that under the Railway Act they had the power of their own
motion to investigate any matter pertaining to railway rates. Therefore, they
conducted an investigation and called us as witnesses, but we were not there as a
party. We were not able to invoke the procedures of the board, as of right.

Mr. SHERMAN: To your knowledge, would there ever have been a case where
a reverse situation would have prevailed, where the trucking industry was
applying for certain considerations, where the railroads would be affected, and
where the railroads were designated as a party that was not interested?

Mr. Macee: I do not know of a case, but I do know where trucking is
regulated provincially, the railroads have the right to appear at the hearings. As
a matter of fact, they have the right to appear and oppose the granting of an
application to a truck client on the grounds that there is already sufficient
transportation by reason of the existing rail service.

Mr. SHERMAN: I presume that in your recommendation on this particular
point, in your very excellent brief, that what you really are asking for is a
reciprocal recognition of the fact that the railroads and the truckers both are
parties interested when either is making an application pertaining to the long
haul transportation industry in Canada, where the business of the other form of
transportation is concerned as a competitor and is involved from a competitive
point of view. Do you think that both the trucking industry is a party interested
where the railroads are concerned and, equally, the railroads are a party
interested where the truckers are concerned?

Mr. MAGEE: Yes; generally speaking in Bill No. C-231, the rights of
complaint are quite impartially set out and the railroads will have just as much
right to complain against a trucking situation to which they object, if it comes
under this act, as we would have to complain against them.

Mr. SHERMAN: Thank you sir.

Mr. Howe (Wellington-Huron): I have a short question, Mr. Chairman. This
is in connection with the paragraph on the Lord’s Day Act. We are all interested
in this, but the provincial governments, in particular, are very much aware of
the weekend traffic problems, and this is the area in which I would be a bit
perturbed, in allowing certain trucking to carry on. You maintain that it costs
unreasonable delays and additional transportation costs. What percentage of
your industry would be involved in this type of thing, and how many of your
additional people would be given the permits to go on the highways on
Saturdays and Sundays?

25168—43
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Mr. MAGEE: It would not be a large percentage because of the types of
operations to which the Lord’s Day Act gives a particular difficulty and,
furthermore, I could not be sure how much, because in our amendment we are
proposing that this be a decision of the Canadian Transport Commission, and
even if the amendment was adopted and put into the act, there would be no
certainty that out of 10 companies that might apply, all 10 would have the right
to conduct operations which formally would have been in violation of the Lord’s
Day Act. There is another situation that we should have mentioned in the
submission, and that is the provincial governments, from a traffic standpoint, in
our view, would have the right to regulate traffic at the weekend, should any
problem arise in that regard.

Mr. Howe (Wellington-Huron): Would they have control if this inter-
provincial trucking comes under this commission?

Mr. MAGeE: I am not a lawyer and, therefore, I cannot answer with certainty,
but the Privy Council decision in the Winner case did appear to indicate that the
traffic regulation, even over extraprovincial trucking—purely traffic regulations
of putting your hand out or signalling a turn and that sort of thing—would
remain with the provincial authorities. I want to emphasize that as a matter of
good public relations, the trucking industry, in drawing this problem to the
attention of the Committee, has no intent or desire to flood the highways at the
weekends with trucks. Even if it was our intent and desire, I think we would be
very foolish to come here and try to create a condition like that.

Mr. Howe (Wellington-Huron): Yes, I think you would get a great deal of
public reaction.

Mr. MAGEE: I agree with you. Anyone of us would feel that way in any
crowded area where there are many hundreds and thousands of passenger cars
on the road. We are thinking in terms of the long haul operations, and we are
thinking of a truck which may be far away from any traffic condition, travelling
in interprovincial transport starting perhaps on a Friday or Saturday, and we
see no reason why that operation should not be able to continue on Sunday. It
can be regulated by the Canadian Transport Commission under this amendment,
even to the extent of saying, “We will let you go so much further and then in a
certain heavily trafficked area, we are not going to let you operate between such
and such an hour.”

The CHAIRMAN: I would like to thank Mr. Magee, on behalf of the
Committee, for your presentation. You have covered a lot of new territory,
which comes under this important bill, of course. I would also like to thank Dr.
Studnicki-Gizbert and Mr. Gendreau for their presentation.

Before we adjourn, I want to bring to the attention of the Committee that
tomorrow morning we will sit from 9.30 until 11 o’clock, to hear the Manitoba
Branch Lines Association. Their brief has been in your hands for some time. I
would ask you to look at it again this evening so you can raise your questions
tomorrow morning. I did want to have an in camera meeting with the Committee
and Dr. Armstrong, but we will hold that off until tomorrow morning.

The Committee will adjourn until 9.30 tomorrow morning.
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APPENDIX A-25
IN THE MATTER OF:

BILL C-231 (The National Transportation Act) and in particular
Section 469 thereof.

—and —

The Submission of CANADA STEAMSHIP LINES LIMITED in re-
gard thereto.

TO: The Honourable the Chairman and Members of the Standing Committee on
Transport and Communications.

CANADA STEAMSHIP LINES LIMITED of the City of Montreal, in the
Province of Quebec, Canada, (herein referred to as “CSL”) by the undersigned
its Counsel, duly authorized for the purposes hereof,

Respectfully represents:

1. That it is a federally incorporated line of interprovincial Steam and other
Ships falling under the legislative authority of the Parliament of Canada under
the provisions of Section 92(10)(a) of the British North America Act and
subject to regulation and control by the Board of Transport Commissioners of
Canada under the provisions of the Transport Act in respect of its package
freight services as to rates and other matters as therein provided.

2. In addition to its scheduled all-water package freight services, CSL
operates, in conjunction with the Canadian National Railways, joint rail-water-
rail and water-rail services between the head of the lakes and Point Edward
(Sarnia). Similar joint rail and water services are operated by the Canadian
Pacific Railway Company between the head of the lakes and Port McNichol with
its own vessels.

3. The said joint rail and water services provide shippers with an alterna-
tive cheaper route in direct competition with the all-rail routes, the freight rates
charged in respect thereof being lower than the all-rail rates by a recognized

scale of differentials reflecting the inherent disadvantages of the water transport
they involve.

4. The effect of the said differentials is to maintain the competitive relation-
ship between such rail-lake-rail and water-rail joint rates and the all-rail rates
with the result that when the all-rail rates are lowered or held down, the said
lower joint rail and water rates are correspondingly reduced or held down, and
vice versa, due to the forces of competition.

5. Accordingly, when the Board of Transport Commissioners by its Order
No. 96300, referred to in Section 469 of the present Bill C-231, authorized an
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increase of 17 per cent in the all-rail rates, express provision was made in
paragraph 3 of such order for the preservation of the competitive differential
relationship between said all-rail rates and the rail-water-rail and water-rail
joint rates in the following language:—

“3. DIFFERENTIALS:

Recognized differentials via rail-water-rail and water-rail joint
routes may be preserved as far as may be practicable, even though certain
rates via differential routes may be lower or higher than would otherwise
prevail if such rates were subjected to the increases herein authorized.”

6. Moreover when, following the passage of the Freight Rates Reduction Act
in 1959, the Transport Board by its Order No. 98424 of July 10, 1959 and its
Order No. 101055 of April 27, 1960, also mentioned in Section 469 of the Bill
under consideration, respectively ordered rollbacks to a 10 per cent and then to
an 8 per cent increase, in each instance by paragraph 4 of the order it was
provided as follows:— -

“4, The provisions of Order No. 96300 as to Differentials, —apply to
revised rates established pursuant to this Order.”

7. CSL was a party to the proceedings before the Transport Board resulting
in the aforesaid orders and has complied therewith by maintaining the differen-
tial relationship between the joint rail and water rates in which it thus
participates under the all-rail rates as so increased and then reduced with the
result that it has been affected to the same proportionate extent as the railway
companies thus called upon to maintain reduced freight rates.

8. In recognition of this fact, CSL has quite properly been paid and received
its proportionate share of the compensating subsidy payments heretofore made
in common with all other transportation companies affected and has been
listed with the railway companies for its due proportion thereof in every
determination of the proportionate division of the subsidy monies made by the
Transport Board since the passage of the said Freight Rates Reduction Act, as
was right and proper to be done.

9. The list of transportation companies to whom payments of subsidy have

thus been made is as follows:—

Canadian National Railways

Canadian Pacific Railway Company

Northern Alberta Railways Company

Algoma Central and Hudson Bay Railway Company

Canada Steamship Lines Limited

Toronto, Hamilton and Buffalo Railway Company

New York Central System

Chesapeake and Ohio Railway Company

Midland Railway Company of Manitoba

Canada and Gulf Terminal Railway

Great Northern Railway Company

Napierville Junction Railway Company

Ontario Northland Railway
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As will be seen, CSL is the only non-railway company involved in the hold dqwn
of rates made the subject of the subsidy payments, the remainder affected being
Canadian and American railway companies.

10. When the Freight Rates Reduction Act was passed, the fact that CSL, a
steamship company rather than a railway company, would be equally affected
was recognized, the act providing by way of definition that “ ‘company’ means
a tramsportation company’’.

11. No doubt through oversight, in drafting Section 469 of the present Bill
C-231, the draftsman has, in referring to “eligible companies” and elsewhere in
the section employed the expression “railway companies”, the effect of which, if
unaltered, would be to exclude CSL from participation in its fair proportionate
share of the amounts referred to in sub-section (2) of the section, which would
be grossly discriminatory and altogether unwarranted in the circumstances.

12. It is understood that Canadian Pacific Railway Company has likewise
maintained its similar joint rail and water rates at the lower level produced by
application of the recognized differentials and has received subsidy payments in
respect of so doing. As a ‘“railway company”’, however, it would not be affected
by the change in wording above noted and would continue to receive proportion-
ate payments provided for under sub-section (2) of Section 469 in respect of the
hold down of these particular rates, which, if the language of the said section is
not corrected as hereinafter urged, would result in direct discrimination between
identical rates held down and charged by two competing transportation compa-
nies.

13. The national transportation policy proposed in Section 1 of Bill C-231
provides inter alia that each mode of transport, so far as practicable, will re-
ceive compensation for the resources, facilities and services that it is required
to provide as an imposed public duty. This is entirely consistent with the policy
provisions enunciated in Section 3 of the Transport Act as follows:—

“It is the duty of the Board to perform the functions vested in the
Board by this act and by the Railway Act with the object of coordinating
and harmonizing the operations of alll carriers engaged in transport by
railways and ships and the Board shall give to this act and to the Railway
Act such fair interpretation as will best attain the object aforesaid.”

14. CSL has been obliged to hold down the through rail and water rates in
question as an “imposed public duty” and in all respects qualifies as an ‘“‘eligible
company” for relief under Section 469 of the Bill in question. If the language of
Section 469 is not altered.as herein urged, CSL alone of all transportation
companies regulated by the Federal Authority and so required to maintain
reduced freight rates will be denied the relief contemplated by the section and
thus discriminated against and placed in a grossly unfair competitive position
without cause, which, it is respectfully submitted, cannot be the intention of
Parliament.

15. CSL therefore respectfully submits and urges that the words “railway
companies” and “railway company’’ as employed in the several sub-sections of
Section 469 of Bill C-231 be altered to read “transportation companies” and
“transportation company’ in each instance to conform with the previous legisla-
tion and practice.



2348 TRANSPORT AND COMMUNICATIONS November 3, 1966

APPENDIX A-26

Submission to

STANDING COMMITTEE ON TRANSPORT
AND COMMUNICATIONS
HOUSE OF COMMONS
Ottawa, Canada

by
CANADIAN TRUCKING ASSOCIATIONS INC.
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INTRODUCTION

Canadian Trucking Associations has made appearances on occasion before
Committees of Parliament, mainly the Standing Committee on Railways, Canals
and Telegraph Lines, and our first comment is to express our appreciation for
the renaming of the Standing Committee on Railways, and calling it instead the
Standing Committee on Transport and Communications. “Transport, indicates
Parliament’s interest and concern with all modes of transport, including the
trucking industry, and it is one of the encouraging developments on the federal
Parliamentary scene that our industry is now able to come before a Transport
Committee of the House of Commons when we desire to make representations on
transport legislation.

Canadian Trucking Associations is a national federation made up of
provincial associations of ‘for hire’ trucking firms. The Associations are:

Maritime Motor Transport Association

Trucking Association of Quebec Inc.

(L’Association du Camionnage du Québec Inc.)

The Automotive Transport Association of Ontario Inc.
Manitoba Trucking Association

Saskatchewan Trucking Association

Alberta Motor Transport Association

Automotive Transport Association of B.C.

Membership of the provincial trucking Associations now approaches the
7,000 mark and these members consist of the smallest trucking firms and the
largest trucking firms in Canada. Between these extremes of size there is a vast
number of individual firms of all sizes, providing a wide variety of freight
services.

Virtually every type of trucking enterprise which requires a permit from a
provincial regulatory board, either issued intra-provincially under provincial
legislation, or extra-provincially under the Motor Vehicle Transport Act,

4ty S0
Canada, 1954, is represented in the membership of the provincial Associations.

‘For hire’ freight service on local and long distance hauls, between villages
and town and country areas, and between all the cities of Canada, is provided by
these thousands of trucking enterprises which, combined, make up the Canadian
trucking industry.

The total freight tonnage moved between cities by ‘for hire’ trucking
companies in 1963 (the last year for which a figure is available) was 188,132,000
tons according to the Dominion Bureau of Statistics.

What the ‘for hire’ segment of truck transportation means in terms of total
registration, as compared with the output of net ton miles, is seen in comparative
figures which attest the strength and contribution of the trucking industry
within the transportation industry. According to the figures of the Dominion
Bureau of Statistics, in 1963, ‘for hire’ trucks accounted for 6.1 per cent of all
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truck registration in this country—both private trucks and ‘for hire’ trucks—
but produced 64.2 per cent of the total net ton miles for the total number of these
trucks, private and ‘for hire’.

Estimated employment of the ‘for hire’ trucking industry is well in excess of
125,000 persons on the basis of the Dominion Bureau of Statistics figures.*

jils, T

BILL C-231

No submission made by Canadian Trucking Associations since its founding
at Winnipeg in 1937 is of such importance to our industry as the cne we now
place before you. This is so because no legislation of the scope of Bill C-231 has
been experienced by the trucking industry since the birth of trucking in the
1920’s.

The statement of national transportation pelicy with which Bill C-231 opens
is of transcendent importance. Section 1 commits Parliament and instructs the
Canadian Transport Commission that:

“1. It is hereby declared that an economic and efficient transportation
system making the best use of all available modes of transportation at the
lowest total cost is essential to the economic well-being and growth of
Canada; and that these objectives are most likely to be achieved when all
modes of transport are able to compete under conditions ensuring that,
except in areas where any mode of transport exercises a monopoly,

(a) regulation of all modes of transport with due regard to the national
interest will not be of such a nature as to restrict the ability of any
mode of transport to compete freely with any other modes of
transport;

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

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

and this Act is enacted in accordance with and for the attainment of so

much of these objectives as fall within the purview of subject matters

under the jurisdiction of Parliament relating to transportation.”

This being the instruction of Parliament to the Canadian Transport Com-
mission there can be no fear that national transportation policy can be maneu-
vered in a direction oriented to the interests of any one form of transport. On the
contrary, after years of strife and controversy in the transportation field, we now
see a Bill under which all forms of transport, competing freely with each other,
can concentrate fully on the achievement of the best possible transportation
service at the lowest overall cost for the people of Canada.

‘Wg refer here to direct employment, not derivative employment, since, in the case of
derivative employment—employment in associated industries caused by the existence of the

trucking industry—there can be much over-lapping, in estimates, with other sectors of the
economy.
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