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ORDER OF REFERENCE

House or CoMMONS

WEeDNESDAY, May 19, 1926.

Resolved—That Rule 10 of the House of Commons relating to the appoint-
ment of the Select Standing Committees of the House be amended by adding
to the Select Standing Committees of the House for the present session a Select
Standing Committee on Railways and Shipping, owned, operated and control}ed
by the Government, to which will be referred the estimates of the Canacl.lan
National Railways and the Canadian Merchant Marine for the present session,
for consideration and for report to the House, provided, however, that pothmg
in this resolution shall be construed to curtail in any way the full right of
discussion in Committee of Supply; and that the said Committee consist of
Messrs. Bell (St. Antoine), Boys, Campbell, Clark, Drayton, Dunning, Euler,

Fiset, Harris, Heaps, Jelliff, Jones, Johnston, Power and Robichaud.
Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

REPORTS

House or CoMMONS

‘WeDNESDAY, May 26, 1926.

First Report: Mr. Euler, from the Select Standing Committee on Railways
and Shipping owned, operated and controlled by the Government, presented the
First Report of the sald Committee, which is as follows:—

Your Committee recommends that its minutes of proceedings and evidence
be printed from day to day for the use of the members of the committee and of
the House and that Rule 74 be suspended in reference thereto.

Second Report: Mr. Euler, from the Select Standing Committee on Rail-
ways and shipping owned, operated and controlled by the Government, presented
the Second Report of the said Committee, which is as follows:—

.. Your Committee recommends that it be granted leave to sit while the House
is in session.

Concurrence: On motion of Mr. Euler, the First and Second Reports of
the Select Standing Commitiee on Railways and Shipping owned, operated and
controlled by the Government, were concurred in.

22301—1%



iv SELECT STANDING COMMITTEE

MINUTES OF PROCEEDINGS

House or ComMoONs

WepNESDAY, May 26, 1926.

The Meeting duly convened for organization came to order at 11 a.m.

Members present: Messrs. Bell (St. Antoine), Campbell, Dunning, Euler,
Harris, Heaps, Jelliff, Johnston, Power, Robichaud—10.

The Clerk read the Order of Reference of May 19, 1926.

The Clerk of the Committee called the meeting to order and called for
nominations for the Chairmanship.

On motion by Mr. Dunning, Seconded by Mr. Jelliff, Mr. Euler was
nominated. No further names being put in nomination, I declared Mr. Euler
elected as Chairman. :

Mr. Euler then took the Chair. .

On motion by Mr. Jelliff, Seconded by'Mr. Johnston, the Chairman was
instructed to present a report to the House for authority to print the proceed-
ings and evidence from day to day.

Motion carried.

On motion by Mr. Power, Seconded by Mr. Johnston, the Chairman was
instructed to present a report to the House asking leave to sit while the House
is sitting. =

Motion carried.

The aforemention Reports were duly presented to the House, this day, and
were concurred in.

The order of business for subsequent meetings was diseussed and it was
agreed that on Thursday the 27th inst., Sir Henry Thornton would be asked
to appear before the Committee and give a general statement respecting the
Canadian National Railways, and that the estimates of the Canadian Merchant
Marine and the Canadian National Railways respectively should be taken up
in the order named at the subsequent meetings.

The Committee then adjourned till Thursday next at 11 a.m.

A. A. FrASER,
Clerk of the Committee.

Housk oF COMMONS
THURsDAY, May 27, 1926.

The meeting came to order at 11 am., Mr. Euler, the Chairman, presid-
mg .

*  Members present: Messrs. Clar_k, Drayton, Dunning, Euler, Fiset, Heaps,
Jelliff, Jones, Johnston, Power, Robichaud.

Sir Henry Thornton appeared before the Committee ‘and made a general
statement, and answered questions relating to the operation of the Canadian
National Railway and to the Annual Report of the Canadian National System
for the year ending December 31st, 1925.

The Committee decided to take under consideration the Canadian Govern-
ment Merchant Marine Report and Estimates, at the next meeting.

The Committee then adjourned till Friday, May 28 at 11 a.m.

A. A, FrASER, -
Clerk of the Committee.
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MINUTES OF EVIDENCE

CommITTEE Room 425,

House oF COMMONS,
THURsPAY, May 27th, 1926.

The Select 'Sbanding Committe on National Railways and Shipping met at
11. o’clock a.m., the Chairman, Mr. Euler, presiding.

The CHARMAN: Gentlemen of the committee, if vou will come to order,
we will proceed. For the information of those who were nqt here _yesj;erday, I
may say that we had a meeting, purely for the purpose of organization. We
obtained permission in the House vesterday to print the proceedings and
evidence and to sit while the House is sitting, if it is so desired. Perhaps that
will not be necessary.

I think the members of this committee are all conversant with the purpose
for which this committee is appointed, not only to examine the financial state-
ment and pass upon the estimates, but to form also some sort of, we might say,
connecting link between Parliament itself and the officials of the railway. The
committee are not precluded for making eriticisms, but we are not here
principally for that purpose, but to co-operate with the management of the rail-
way for the best interests of the whole undertaking. <
: It was decided yesterday that we would not to-day go into the details of the
report, but that we might have a general preliminary discussion and for that
reason it was thought well to invite the president of the road, Sir Henry
. Thornton, here. Sir Henry (Thornton) is here, and unless other members of the

committee have other methods of procedure to offer, I would suggest that we
hear from Sir Henry Thornton, and ask him to give us a short review of the
operations for the year. Is that agreeable to the committee?

Several MumBers: Carried.

Sir HenRy THORNTON: Mr. Chairman and gentlemen: I do not know that
there is very much that I can say in a preliminary way of a general nature,
because, practically speaking, all that I could say is already embodied in the
report. The report is quite full, and quite complete,—and, incidentally, insofar
as, completeness is concerned, it compares very favourably with reports of
privately owned railway systems; in fact, I think we probably give more detailed
information, and properly so, than is generally found in such reports.

Reviewing the situation over last year; the figures speak for themselves.
The gross earnings were $9,000,000—and 1 am using round figures now—more
than a year ago, which involved, of course, the handling of more traffic.

Sir HeNry DrayroN: How much less than the year before that?

. Sir Henry THORNTON: Let me see. I think it was $253,000,000, and to-
day is $245,000,000; $9,000,000 less than two years ago. We had, of course, in
1923, a very abundant erop. The crop last yvear was also good, but not quite
as good as the previous yesar. :

Sir HExry Drayrox: Did you ever pick out the figures on the crop
showing the position of more agricultural tonnage in 1924 than in 1923?

Sir Henry TraORNTON: I expect you are right there.

Hon. Mr. Dun~ing: Of all agriculture?

Sir HeNry Dravron: Yes. 3

_Sir Hexry TrORNTON: But, at any rate, the net result was that there was
an increase of approximately $9,400,000 of gross, and an increase of $5,600,000

o [Sir Henry Thornton.]
N



2 SELECT STANDING COMMITTEE

in expenses. Of that, however, the most gratifying thing and the thing which is
the most encouraging, is the reduction in the transportation expenses, amounting
to $3,600,000. Now, it does not always follow that a decrease in what we call
maintenance—and I mean by that, maintenance of way and maintenance of
equipment—it does not always follow that a decrease in those two items is a
wise decrease. It is conceivable that reductions in maintenance expenses might
involve deterioration of property, but when there is a saving in transportation
expenses that is a real legitimate saving., which involves no obligations for the
future.

Sir HeEnry Dravron: Quite right.

Sir Hexry TwHorxTON: Therefore, I think we may all feel gratified that
the actual movement of traffic was accomplished with less expense than in any
previous year.

Referring to page six of the Annual Report—-about the middle of the
page—under the heading “Transportation Expenses,” the committee will see
that for every dollar of gross, or-amount paid out for transportation, the
expense was decreased from 48.57 in 1922 to 43.46 in 1925; that is to say, in
1925 for every dollar of gross earnings, 43.46 cents were paid for the movement
of traffic. That is still pretty high. There is still a field there for reductions,
but the way we shall reduce or proportionately reduce the transportation expenses
will depend considerably on the increase in traffic, because, as the gross earnings
increase, automatically the proportion of transportation expenses goes down.

Mr. Hears: What is it on the C.P.R.?

Sir HENrY Drayrox: I have the figures here. The C.P.R. per train mile
for fuel in 1924 was 37.5 as against ours of 40.2.

Sir Henry THorNTON: That was the total transportation.

Sir Henry Drayron: No, per train mile, for fuel. 1 will give you the
details afterwards. I am giving you this because you can get a better birds-
eye view of this, Sir Henry (Thornton), take not last year’s figures, but the
figures of 1923, because when you take the figures of 1923, you have the right
to take a great deal more credit than by taking the other figures. In the first
instance you have claimed that you cannot save money unless you have density
and volume, while you show, as a matter of fact, that with less volume, than
in 1923, there has been a saving.

Sir Hexry THorNTON: I am quite prepared to say that that is a correct
statement; we compared more favourably with 1923.

Sir Hexry Drayron: There is a very gratifying drop there, a drop of
practically $20,000,000. You have your organization running now.

Sir Henry TrorNTON:  Of course, Sir Henry (Drayton) you will recognize
this at once; we hardly got going as a railway until the middle, of 1923; the
machinery hardly began to function until about the middle of 1923.

Sir Henry Dravyron: Yes, you only then began to get the benefit of your
organization. I will give you the figures: whichk Mr. Heaps wants. For 1925,
for fuel on the C. P. R., the amount was 33.4, and for ours, 36.9. Now the
total transportation expenses per train mile, which is really a very difficult thing
to get at— :

Hon. Mr. Dun~ina: There is a good deal of estimating in that, Sir Henry
(Drayton), of necessity. :

Sir Henry Drayron: It depends so much on the length of the train, and
so forth; this is simply an average, that is about all there is to it.. In 1924,
the C. P. R. per train mile was $1.58; ours $1.81, and for 1925, the C. P. R. was
$1.50, and ours $1.75; we are coming down a bit. - ‘

[Sir Henry Thornton.]




SELECT STANDING COMMITTEE £ 3

i TaorNTON: This point must always be considered in any com-
Paris%; Ig:g:ein the operations ofp the Canadian National and the Canadian
Pacific—and it is an important factor—the Canadian Pacific Railway was bmlg
as one entity, each member supporting the other. There was no duplication o
shops, and no duplication of other facilities—

Sir Henry Drayron: No duplication of your own tracks.

Sir Hexry TrorNTON: No duplication of our own tracks. The parts of
the Canadian Pacific Railway and additions to it were built or acquired because
they supported or lent support to the rest of the railway.

Hon. Mr. Dux~ineg: It was a system to begin with.

Sir Henry THorRNTON: It was a system to begin with. Our rallway_ isa
collection of what you might call “fragments” extending from the Atlantic to
the Pacific, many of which were built, one to compete with the other, and con-
sequently we have a duplication of facilities. Consider, for instance, Winnipeg:
we have a very large shop at Transcona; we have another shop in Winnipeg;
two shops within a few miles of each other, and we acquired those shops because
when we acquired those separate properties, we acquired the shops along with
them. Consequently, we are not as favourably situated as the Canadian Pacific
Railway. Take the C. P. R. for instance; their cost per thousand miles run of
car repairs is probably the lowest on the North American continent, and has
excited not only the wonder, but also the admiration of the railway men in
the United States and Canada. . ;

Sir HeNry DrayTON: But we are getting down to that?

Sir Henry THORNTON: We are getting down to that.

Sir Henry Drayron: That is where the real trouble is.

Sir Hexry THORNTON: I am merely giving that as an illustration of how

they have been able, and quite legitimately, to reduce their expenses because
the railway was built as a contained system.

Sir HENRY Drayron: There is something there that does not help you,
Sir Henry (Thornton), because, as a matter of fact, freight train car repairs,
where the units are mentioned per thousand miles; for the Canadian Pacific
last year was $12.35, and for our system $12.36.

Mr. Heaps: Should that not be taken for a period of years?

Sir Henry Drayron: It shows how they are getting it. It is a very
satisfactory showing for the National system. Of course, I suppose they might
say that we have more freight cars, which do not need repairs,— .

Hon. Mr. Dun~Ning: Or that we did not repair as much as was necessary.
A dozen things could be said regarding it.

Sir HExrRy DravyToN: The only thing that can be said is, from the figures
that come into our report— :

Sir Henry THorNTON: Perhaps the most gratifying thing in the whole
report is the fact that the transportation expenses, or cost of moving the traffic,
is steadily coming down. There is still room for improvement, but T think the
situation will greatly improve as we begin to function more and more efficiently.

The Caamrman: Can you say anything, Sir Henry (Thornton), about how
this has been obtained?

Sir Henry THORNTON: It has been obtained by studying the movements
of traffic, co-ordinating the movements of traffic, watching the train loadings,
watching the car loadings, and to see that each car is loaded to its capacity as
far as possible, and that each engine hauls its full load as far as possible. Con-
stantly, opportunities are being developed for further savings. Every month
we find something which can be improved upon, so that by constant vigilance
and keeping a constant watch on the situation, month by month, and year by

- [Sir Henry Thornton.)



4 1 RAILWAYS AND SHIPPING

year, economies are introduced, and I will say that legitimate economies are
introduced, which will tend to greatly affect and improve the efficiency and the
satisfactory character of the service. These are real economies.

Sir Hexry DrayToN: On that point, Sir Henry (Thornton): I think you
have improved your average loading in tons per train mile, by 3.7 per cent.

Mr. Heaps: Of what are you speaking, Sir Henry (Drayton)?

Sir Henry Drayron: The increased efficiency of 1925 as against 1924.
The increase in average loading per train mile is 3.7 per cent.

Sir Henry THOrRNTON: Now, the operating ratio this last year fell from
96.68 to 86.83, and I would like to tell you a very interesting thing in connection

with that last figure of operating ratio. The London and North Eastern, of.

England, has gross earnings which approximated $300,000,000. It is one of the
four large railway systems of England, and serves a very big and important
industrial district. Their mileage is about 7,000; thatis to say, their $300,000,000
gross earnings, is concentrated into 7,000 miles of line. They pay about 20 per
cent or 25 per cent less wages than we do—

Mr. Heaps: The individual wages?

¢ Sir Henry THorNTON! Yes; but their operating ratio last year was slightly
more than ours. We had $245,000,000 gross earnings over 22,000 miles of rail-
way,, which means less density of traffic, and pay higher wages than they pay,
and yet, notwithstanding that, our operating ratio was slightly less than theirs.
It makes my mouth water to think what we could do if we had $300,000,000
gross earnings under these conditions. Of course, it is always dangerous to
compare the operations of a railway in one country with the operations of a
railway in another country, but still there is. the outstanding fact that, not-
4vithstanding all our difficulties, we did operate last year for slightly less than
the London and North Eastern Railway of England; that bald fact stands out.
The Cuarrman: Do you distinguish as between operations for freight and
passenger traffic?

Sir Henry THorNTON: No, that is the total operation. They have much
higher freight rates—enormously higher freight rates. That is another factor.
One does not like to interject contentious points into a meeting of this kind,
but the fact stands out that if the average freight rates in Canada were the same
as the average freight rates in the United States, we would have had last year
net earnings, not of $32,000,000, but of $56,000,000.

Well, Mr. Chairman and gentlemen, I do not know that there is very much
I can add in the way of a general statement. As I said at the outset of my
remarks, everything is here in the report; everything has been touched upon,
and I can only say in conclusion that again it is a pleasure to meet this com-
mittee in the way we always have met, for the discussion of our railway prob-
lems, with a view to finding out what way is best to administer the property,
to find out what mistakes have been made in the past, so that we may correct
them in the future.

Mr. Hears: I would like to ask you a question, Sir Henry (Thornton).
It was drawn to my attention a few weeks ago in connection with the railways.
Can you give me a fairly approximate idea of how much government business
the Canadian National Railway actually gets—take it in a general way; take
the Post Office Department, for instance.

Sir Henry THorNTON: I cannot give you those figures offhand.

Hon. Mr. Dux~inG: The mail is approximately equal between the two;
I have a return on that. .

Mr. Heaps: Is any mail going by other lines which could be handled by the
Canadian National?
" [Sir Henry Thornton.)
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SELECT STANDING COMMITTEE 5

Sir Hexry THornToN: I should have to answer that question Miges ea il
. presume there are mails which move by other railways whlch might move by
ours. On the other hand, our contention has always been with respect to our

principal competitor, that we recognize we cannot have all the business, and we
have asked for a share, on the proportionate basis based on a mileage per-
centage.

The Cramrmax: Have you that business?

Sir Hexry THorNTON: I don’t think we have.

Sir Eveene Frser: I think you will find that instructions exist in every
Department that the business is to be divided fairly befoween the.two rall.w.ays.
The same thing applies to the movement of troops, for instance; it was divided
equally between the C.P.R. and the Canadian National, and I think it also
applies to the mail service. : =

Mr. Heaps: I take a different view, Mr. Chairman, from that._ We recog-
nize that the people of Canada have a large interest in the _CanadlanlNat}opal
Railway, and there should not be equal treatment. I am in favour~of giving
a large amount of preferential treatment to the railway which belongs to the
people of Canada.

Sir Eveene Fiser: I think the mail proportion is one-third C.P.R. and the
remainder Canadian National. :

The Cmamrman: Not with regard to the Postal service.

«Sir Eveerre Fiser: I am taking the general business of the Departments
here.

Mr. Heaps: We should patronize our own railway all we can.

Sir Hexry THorNTON: This discussion arose from the question as to how
the business was divided between the Canadian National Railwway and the
Canadian Pacific. I cannot give you that figure offhand, but I can get that
information fairly approximately. x e

The CuaRMAN: It is true, is it not, that you had a little less postal busi-
ness last year than the year before? :

Sir Henry THorNTOoN: That is true.

Mr. Henry: That was due to the Post Office Department re-arranging the
services, and running them more economically. '

Hon. Mr. Dunnina: I got the figures a little while ago, and the division,
as regards the Post Office Department, is almost exactly even; there is a little

difference, but very little. I have not the figures in my head, but generally,
that is the way it worked out. 1

Mr. Heaps: There is a slight difference in the balance sheets, too, and if
this would help to reduce the deficit—

Sir Henry TrornroN: Certainly, we would be in favour of getting all the
business if we could.

Mr. Power: It is a question of whether it is good policy to ruin the C.PR.
Sir HeNry THORNTON: At the same time, I have always held the position
that we only wanted that business to which our service entitled us.
Mr. Heaps: That could be stretched a long way.

The Cramkman: T am inclined to agree with Mr. Heaps. It seems to me
the government ought to patronize its own line. If I have a car of my own,
I would not go and hire another one to take me some place. :

Sir Eveene Fiser: Then you would give government business to the C.P.R.
only in the sections of the country served solely by that line?
The Cmamrman: Not necessarily, but wherever the public would get the

best service. 1 would make service the prime consideration. If the C.P.R. can
o [Sir Henry: Thornton.]
: G



6 RAILWAYS AND SHIPPING

give better service to the people, I would give it to the C. P. R., but all things
being equal, we ought to favour our own road.

Mr. Power: I think you will find that is the case.
The Crairman: I don’t think so.

Mr. Power: All right, let us bring the Deputy Minister of the Post Office
Department to give us an explanation.

Sir Henry Dravron: We did that for two years, and got no results.

The CuamrMmaN: Apparently we did not get. results, because the National
Railway got less business last year than the year before, so it seemed to have an
ill effect. :

Hon. Mr. Dux~ing: There is this view; that the public business of the
country really is a separate matter from the operation of the National Railway
system. I suppose I am Minister of all the railways, not only of the Canadian
National, and in all fairness, it should be said that the Canadian Pacific is a
very large taxpayer in this country—in fact, I think, one of the largest we have
—and I do not believe this committee would be disposed to take the arbitrary
ground that wherever the Canadian National can do the business, it should be
given to them, regardless of other considerations.

Mr. Heaps: Mr. Dunning, if you had a grocery stére, would you buy gro-
ceries from a competitor?

Hon. Mr. DunnNing: I think you will find the railway situation is very
much more complicated than a grocery business. 7

Mr. Power:. If that other grocery gave me a share of its profits to help me
pay the deficit in my own business, I don’t see why I should kick.

Hon. Mr. Dux~ing: Mr. Chairman, would it not be an advantage, instead
of discussing these matters in the abstract, to get some concrete facts before us
for our consideration? : :

Sir Eveene Fiser: Do you think it is fair to have here only the officials of
the Post Office Department? There are other factors that enter into this. Mr.
Minister, do you think it would be advisable that we should call the officials of
the Post Office Department, and perhaps other Departments before us, to discuss
the principle upon which the business is allotted to the railways? There are a
number of factors which must be considered. Three or four years ago, I think,
this committee passed a resolution, or a recommendation, to give at least a pro-
portion of two-thirds preference to the National over the other railways. I
should like to know whether that has been followed by the departments: It must

~be taken into consideration that business is given to the railways by the other
departments as well as by the Post*Office Department, if you want to arrive at
the amount of business obtained by the railways from the government.

Mr. Heaps: I want them all; the business from every source.

The Cramman: I should think that what you want is the principle adopted
by the government, whether they favor their own route or not. I mean in regard
to what business the government has to give the railways?

Mr. Heaps: That is right. : >

Sir Eveene Fiser: I understand that they give the business in the propor-
tion of one-third and two-thirds.

The CruArrMAN: I do not remember hearing of that.

Sir Evegene Frser: I understand that these, were instructions given by the
Minister. T do not think an Order-in-Council was made but I think there was a
- circular of that kind issued to the department.

Sir Hexry ThornToN: We can get a comparison from the receipts, as

between the two,companies; but when you consider the three items, the post
[Sir Henry Thornton.]




SELECT STANDING COMMITTEE Skl 7

V . _- . - m
office, telegraphs, and express—that covers the three large items—it 1s going
be diﬂicul%rtg get the lals)t two, because we do not know and have no way of
aseertaining how much the C. P. R. receives.

Mr. Heaps: The Government would have that information.
Sir Hexry TrHorNTON: No I think not.

Hon. Mr. Dux~ing: The area of competitive business is a matter really
cffecting it. That is, it would not give us a correct picture to get before us the
total business done by each department with each Railway unless we were also
informed as to the proportion of that business, which was really competitive and
the proportion of it which could only be transacted with a particular railway.
How to distinguish between those two factors, T do not know.

Mr. Power: For instance, Eastern Quebec, and practically the whole of the
Maritime Provinces or of Nova Scotia at least are served by the Canadian Na-
tional Railway only.

Sir Hexry TaornTON: With the exception of St. John.

Hon. Mr. Dux~inG: There is no way of distinguishing competitive from
non competitive traffic. :

Sir Hexry TmorNTON: It is practically impossible. I can get you the
figures of the National receipts from the Telegraph and E¥ress. ‘We can give

our own receipts. What the C.P.R. did, I do not know. The government may

have some information, but I doubt that very much. However, we will do the
best we can with it.

Mr. Heaps: There must be a great deal of government traffic on the dif-
ferent roads.

. Sir Eveexe Fiser:  We do not need to go into the details of the transac-
tions. The general instructions given by the government in each department is
all that we need to know. :

Sir Hexry TuoOrNTON: The real object of Mr. Heaps' question is to
develope the prineiple. : ;
Mr. Heaps:  In connection with the public ultlities commission of Winni-

peg, the idea was to stay with our own friends; that all things being equal we
should give the preference to our own.

. The Cmammax: The question is whether the government should adopt
the principle of favouring the National Railways, where it can do so without
injury to the people in general. If they can get as good service from the
National; then 1 agree with Mr. Heaps that I think the National ought to get
thei) business. It is our own; but the first principle should be the service to the
publie. .

Mr. Power: Has the committee the power to make recommendations to
the government? If it has, it is useful to investigate this question, and if not it
18 not. :

Mr. Cuamman: I think we have already in qur reports made some refer-
ence to that.

Mr. Hears: Can we check up what has been done by the committee in
the past and obtain whet information there is on this question. :

The Crammax:  Yes, you will find that all in the printed reports.

Mr. Jeruirr: I think we made a report on that two years ago.

Sir Henry TrornToN: I think the committee made a recommendation
Mr. Heaps' suggestion last year.

The Cramman: I do not think that we went so far as that. We wanted
the matter gone into with respect to the mails. We did not have the other rail-

ways before us, but certainly we had the man particularly charged with the mail.
business two years ago. @

on

[Sir Henry Thornton.]
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Mr. JeLLirr: We had a statement in the house two years ago. That will
be found in Hansard.

' The CualrRMAN: We do not want to expose ourselves to the fair objection
made by the Post Master General, that if the matter is to be discussed he has a
perfect right to be represented here and to present his side of the case. That
is quite right but it does not previent us from discussing the principle as to what
policy ought to be followed. The government might not accept it, but Mr.
Heaps and some others may feel that that should be gone into.

Sir Hexry THorNTON: I suppose the committee has authority to make
any kind of recommendation it wants about anything relating to the railways,
has it not?

The CramrmaN: We can. They do not adopt our report anyway. It is
merely presented.

Mr. Hears: Has not this committee the right to look into the railway
situation and make recommendations? If not, it might as well go out of busi-
ness.

The CmamMAN: You may as well dismiss that thought. We have the
right to discuss anything we wish with regard to the Railways, and make our
report. As I said, the report is presented and laid on the table. We do not
move the adoption of the report, because the report includes the recommendation
to accept the estimates. That is really a matter for the Minister of Railways:
he brings in his estimate and he moves for their adoption. We merely file our
report. =

Mr. Hears: Is it not discussed?

The CuamMan: It is discussed, but we do not move for its adoption.

Hon. Mr. Dux~ing: The motion of the committee of supply is in effec,
but the complaint I have received is from the other source, that the government
has given so much of its business to the C.N.R. as to constitute discrimination
against the C.P.R. : 3

Sir Eveene Fiser: And you find a response to that in every department.

Mr. Jounston: Coming back to the individual, each minister of the gov-
ernment looks after his own business. If he wanted to turn a greater percentage
to the National he could; if he did not, he might find a good reason or excuse
to turn it to the Canadian Pacific.

Hon. Mr. DuxxiNg: The area in which discrimination can be shown iz
manifestly the area of competitive business. : W

Mr. Heaps: That is the greater area, is it not?

Hon. Mr. Dux~NiNGg: No, the great bulk of the business is of itself non-
competitive. ' '

Mr. Jeruirr:  You can find all kinds of recommendations in our reports.

Hon. Mr. Dux~ina: To illustrate the difficulty a minister might have; a
large proportion of the freight which is connected with the department of Rail-
ways and Canals, has to do Wwith contracts entered into by the Department. For
instance, the contract is let on the Welland Canal, which involves the movement
of large amounts of cement and that sort of thing, in some cases by the depart-

. ment, in which case the freight routing is under the control of the department.

In other cases the contractor is supplying the materials which he needs. It is
difficult to say to the contractor that regardless of the service conditions, and
so forth, he is restrieted in the movement of supplies for this government work
and that shipments must be made over the Canadian National. That is a prac-
tical matter of operation. All you can do is to lay down the general principle
that we should do the best we can by our own. And that is really what you are
doing.

[Sir Henry Thornton.] i~
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: s that any contractor
Mr. Powrr: We could place a clause in the contract, _
buildinrg, say the Hudson Bay Railway, must carry his material over the

- National. -

Hon. Mr. Dux~inG: He has to in that case. e
Mr. Heaps: He would have a choice if he were shipping from Montreal.

AIRMAN: We discussed this in the session of 1923 and a"report was
madeT };es (‘2(1){ the items considered on page five, namely mileage and revenue
expenses. The increase in mail service was distributed through a rearrapgement
of rates. We had a lot of discussion on it at that time and there was a difference
of opinion in the committee, and I am not sure that we made a definite recom-
mendation—I do not think we did—that the government should adopt the
principle of always favouring the National.

Mr. Power: There was a resolution on the order paper last year, or the
year before, and it was discussed. The Postmastgr‘General made a statement,
and, T think Mr. Campbell read the resolution.. Someone had a resolution
anyway and the matter was thoroughly discussed in the house.

The CrAmMAN: I would not make the comment now, but it seems rathér
peculiar that the mail business should be less last year than the year before.
Sir Henry TaorNTON: I think what will happen is that after you get the
details of this, you may want to ask the Post Office department some questions.
Hon. Mr. Dun~inG: This committee can summon before it any deputy

minister to give information with respect to the amount of business his depart-
ment gives to this railway and the other.

Mr. Power: I think Mr. McNab is the officer in the post office department
who is charged with the business given to the Railways.

Sir Eveene Fiser: We could have a report on this; sinee the Canadian
National Railway was organized, have any instructions been given by the Privy
Council to the different departments concerned as to the amount of business

to be given to the C.N.R. and the amount to be given to the C.P.R. I am sure
these instructions exist.

The Cuamman: I think perhaps this will come out better when we take

up the items of the report. Are there any other general questions that the

committee desires answered? If not, I think we might arrange to meet either
to-morrow or next week.

Mr. JeLuirr: Are we not going to take up the Merchant Marine to-day?
If not, why should we not go on with it this week.

The CHARMAN: We could go on with the Merchant Marine and get that
cleared away. Will someone make a motion as to when we shall meet and as

to what we shall discuss? I would suggest to-morrow morning at 11 o’clock
to discuss the Merchant Marine. Will you move that Mr. Power?

Mr. Power: Yes, I move that we meet to-morrow morning and discuss the
Merchant Marine.

The Cmammax: Then it is moved by Mr. Power, seconded by Mr. Jelliff;
that the committee meet to-morrow

; ) morning at eleven o’clock for the purpose
of discussing the Merchant Marine.
Motion agreed to.

The committee adjourned until Friday 28 May, 1926, at 11 a.m.
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ORDER OF REFERENCE

House or CoMMONS e e
WepNESDAY, May 19, 1926.

: Resolved—That Rule 10 of the House of Commons relating to the appoint- :
ment of the Select Standing Committees of the House be amended by adding
to the Select Standing Committees of the House for the present session a Select
Standing Committee on Railways and Shipping, owned, operated and controlled
by the Government, to which will be referred the estimates of the Canadian
National Railways and the Canadian Merchant Marine for the present session,
for consideration and for report to the House, provided, however, that nothing

~in this resolution shall be construed to curtail in any way the full right of
discussion in Committee of Supply; and that the said Committee consist of
Messrs. Bell (St. Antoine), Boys, Campbell, Clark, Drayton, Dunning, Euler,
Fiset, Harris, Heaps, Jelliff, Jones, Johnston, Power and Robichaud.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.




REPORTS

House or COMMONS
WEDNESDAY, May 26, 1926.

First Report: Mr. Euler, from the Select Standing Committee 'on Railways
and Shipping owned, operated and controlled by the Government, presented the
First Report of the said Committee, which is as follows:—

Your Committee recommends that its minutes of proceedings ar_ld evidence
be printed from day to day for the use of the members of the committee and of
the House,and that Rule 74 be suspended in reference thereto.

Second Report: Mr. Euler, from the Select Standing Committee on Rail-
ways and Shipping owned, operated and controlled by the Government, presented
- the Second Report of the said Committee, which iz as follows:—

Your Committee recommends that it be granted leave to sit while the House
is in session,

Concurrence:  On motion of Mr. Euler, the First and Second Reports of
the Select Standing Committee on Railways and Shipping owned, operated and
controlled by the Government, were concurred in. ;

Fripay, May 28, 1926.

Third Report: Mr. Euler, from the Select Standing Committee on Rail-
ways and Shipping owned, operated and controlled by the Governent, presented
the Third Report of the said Committee, which is as follows:—

The attention of your Committee having been drawn to the omission of the
interim supply voted by Parliament during the present Session, of any part of -
Ttems 872 and 373, of the Estimates 1926-27 respecting loans to the Canadian
National Railway and the Canadian Government Merchant Marine, Limited;

Your Committee therefore recommends that Parliament grant as interim

supply the sum of $10,000,000 of the said Item 372 and the sum of $200,000 of
the said Ttem 373. .

L 245913
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House or COMMONS e
| May 28, 1926.
. The Committee came to order at 11 a.m., Mr. Euler, the Chairman, pre-
siding. : ;
.
Members present: Messrs. Bell (St. Antoine), Clark, Drayton, Dunning,
Euler, Fiset, Heaps, Jelliff, Jones, Johnston, Power, Robichaud. !

Sir Henry Thornton, President, R. B. Teakle, General Manager, Canadian

- Government Merchant Marine, Ltd.,, and J. P. Doherty, Traffic Manager,

appeared before the Committee, offered explanations and answered questions
in respect to the operation and finances of the Merchant Marine.

On motion by Mr. Fiset, seconded by Mr. Drayton, the chairman was
instructed to report to the House recommending that in view of the omission
by the House in voting interim supply to vote any part of Items 372 and 373
of the Estimates 1926-27 respecting loans to the Canadian Nationals and Mer-
chant Marine, that the, House should vote as interim supply the sum of
#$10,000,000 of Item 372 and the sum of $200,000 of Item 373.

The Committee decided to meet on Tuesday, Wednesday, Thursday and
Friday of the following week.

The Committee then adjourned till 11 a.m. Tuesday, June 1, 1926.

A. A. FRASER,
Clerk of Commattee.
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MINUTES OF EVIDENCE

CoMmMITTEE Room 429
House oF COMMONS,
Fripay, May 28, 1926.

The Select Standing Committee on National Railways and Shipping met
at 11 o’clock a.m., the Chairman, Mr. Euler, presiding.

The CHARMAN: We are proceeding this morning with the report of the
Canadian Goverhment Merchant Marine, and I presume we might, as we have
done in other years, have a general statement either from the President or from
the Manager. : :

Sir Henry TaorNToN: Well, if nobody objects, I will read my speech.
(Reading.) The accompanying financial statement gives full details of the
results of operations; with the consolidated balance sheet. Some of the prin-
cipal reasons for the adverse balance sheet are as-follows:« losses were incurred
Iast vear and were inevitable owing chiefly to continued depressed world trade
conditions, and poor freights, which has made difficult, if not impossible, the
profitable employment of cargo tonnage. High operating costs of the steamers
have also contributed to unfavourable voyage results, as many items such as
port charges, dock dues, stevedoring, ete., still continue high, and are more
expensive than formerly. Despite these drawbacks and disadvantages, how-
ever, the operating loss for 1925 was $492.826 less than in 1924, and it is
recalled that the operating loss for 1924 was $423,412 less than 1923, so that
there has been a steady and satisfactory improvement. :

It is desired to make it perfectly clear-that while the operating deficit for
1925 was $948,053, this applied to the calendar year, dnd that for the fiscal.
vear ending March 31, 1926, we will not exceed the $600,000 voted by Parlia-
ment to cover the operating loss which we estimated for the period April 1,
1925, to March 31, 1926.

It is also gratifying to be able to record that a steady reduction in operat-

ing losses still continues. The comparative statement of revenues and expendi- !

tures for the quarter ending March 31, 1926—" and this is interesting— shows
an increase in gross revenue of $396,973, with reduced expenses of $28,562, or a
better showing of $425,535 for January, February and March, 1926, as com-
pared with the corresponding months of 1925.

~ Mr. Jerurr: Will you read that over again, Sir Henry (Thornton)?

Sir HeNry TrHorNTON: Which one?

Hon. Mr. Dux~NinG: The comparison of this year with last year. :

Sir Henry THorRNTON: (Reading) “Tt is also gratifying to be able to
record that a steady reduction in operating losses still continues. The com-
parative statement of revenues and expenditures for the quarter ending March
31, 1926, shows an increase in gross revenue of $396,973, with reduced expenses
of $28,562, or a better showing of $425535 for January, February and March,
1926, as compared with the corresponding months of 1925.”

Now, let me supplement that statement with this, (indicating) which has
just come to hand. This statement that T am about to give you now includes
the actual results up to the 1st of May, and May itself included, but estimated.
May, however, is nearly over, and therefore, you may take it that the inclusion’
of the estimates for May in the first four months will be a very accurate state-
ment—within a few dollars of the actual position.
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The CuarMaN: For the first five months, including May!

Sir HeNry THORNTON: January, February, March, April and May—five
months. That result: shows this. The gross revenue for those five moriths was
$4,493,000—I will give it to you in round figures—an increase of $730,500. The
total expenses for that period were $4,431,000, an increase of $75,000, over
last year, and the net result is an operating profit for the first five months of
this year of $62,000 as compared with an operating deficit last year, for the
same period, of $593,000, or an improvement for the first five months of
£655,000.

Sir HeENry DravroN: Is there any special consideration coming from that, -

or can we look on that as a satisfactory characteristic growth?

Sir Hexry THorNTON: There is nothing abnormal in that. My own
estimate—for what it is worth—is that that favourable condition will accentu-
ate itself throughout the rest of the year, and I think in succeeding years, unless
we meet with some national disaster of some sort, or something which materi-
ally slows up the wheels of international trade.

Mr. Jewnirr: You say there is nothing abnormal in that?

Sir Hexry TwHorNTON: No, there is not; it is just a steady healthy im-

~ provement, in what might be called world trade conditions.

(Reading continued) : The aforementioned improvement in operating results
was brought about as a result of carefully watehing expenditures, both ashore
and afloat, and effecting changes in our schedules for steamers, particularly in
trades like Australia, so_as to keep pace with the requirements of such trades,

which improved the steamers’ earnings. In addition to watching expenditures, -

economies were effected wherever possible, consistent with maintaining the
‘steamers in the best state of efficiency and repair, to maintain the highest classi-
fication for the vessels. 'The steamers of the fleet have continued to cultivate
and promote a healthy growth of Canadian trade and commerce. As an indica-
tion of the continued depressed state of the shipping industry, the following
comments are submitted: in the report of the operations of Lloyd’s Register for
1924-25, the committee say that the depression which has affected the shipping
industry for several years continued during the past twelve months, and was
still unrelieved by any prospect of improvement in the near future. In some
important aspects, the present was unquestionably the most serious depression
in living memory ”"—I am quoting now from Lloyd’s Register; not giving my
own opinion. .

Sir Hexry DrayroN: What year is that?

Sir Henry TraorNTON: 1924-1925 —last year. (Reading): “On the one
hand there was a large amount of surplus tonnage brought into existence under

the compelling influence of war, and not merely to meet ordinary commercial”

requirements, and on the other hand, there was a serious shrinkage in the volume
of the world’s ocean trade as compared with pre-war times. These conditions
had combined to reduce freights below a paying level, but had failed to bring
- a corresponding reduction in the costs of the production and operation of ships.

“Lord Inchcape, one of the foremost shipping authorities in the world, in
his annual address to the Peninsular and Oriental Steamship Company, went
so far as to say that the past year was the worst shipping ever experienced,
owing to high operating costs, heavy dock and labour charges, shortage of cargo,
and low rates of freight, the cumulative effect of which has been disastrous.”

I think I may omit other similar statements from shipping authorities

Mr. Jecuirr: Have you yet experienced any results from the general coal
strike in England? :

%}iir Hexry THORNTON: No.

r. TEARKLE: We have not come to that vet. We had some ships sli

delayed, but nothing very serious so far. ; T sl
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-that the rates are too low already.
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Mr. Heaps: You mentioned there, Sir Henry (Thornton) about low freight
rates?

Sir HENrY THorNTON: Yes. : : 1

Mr. Heaps: There are quite a number of members of the House who fee
- .

Sir Henry TrorNroNn: That is not an unusual experience.

Mr. Heaps: I am not suggesting that it is.

Sir Henry THor~nTON : Please understand that T am not giving my pe.rsonal“
opinion. I am quoting from the reports of eminent shipping aut’horltxes. I
suppose everyone thinks everything is a. little low. The general drift of these
various opinions—all of which, incidentally, are British—is to complain about
no abundéance of tonnage, and poverty of traffic, all of which, in the last analysis,
has“grown out of war conditions which have made it impossible for interna-
tienal trade to recover from the effects of the war. Notwithstanding that, how-
ever, we last year improved our position by approximately half a million dol-
lars, and for the first five months of this year you will see that substantial pro-
gress has been made, and, as I have already said, T think that condition is more
likely to me accentuated in the future than to be discounted.
¥ Briefly, that représents the general position with respect to the Merchant
Aerine. j

There is perhaps another point to which T might refer, and that is, that
since 1923 there have been sold fifteen ships, varying in tonnage from 2,776
tons to 4,000 tons, most of them being between 3,400 and 3,700 deadweight tons.
Those ships were sold at varying prices, and we have got the deadweight price
per ton for each ship, which can be given to you if you like. Suffice it to say
that in parting with these ships, we only sold them at prices which compared
favourably with the general market prices existing ab that time for that par-
ticular kind of ship. I mean to say this: that if anyone else had gone into the
market as a purely business proposition, and tried to sell these ships, they would
not have obtained any higher price per deadweight ton. The ships which we
sold were those which we were unable to use with any degree of profit, in our
own service, and for which we anticipated no immediate present use.

Mr. JeLuirr: Can you give us the prices for ‘which you sold those ships?

Mr. Powrr: Could you give us the price as compared to the cost?

Sir HeNrY THoRNTON: I have the sale price, the deadweight tonnage, and

the sale price per deadweight ton, and I think the simplest thing would be to add

to that the cost price, and I can submit this list to-each member of the committee -
if you would like to have it. '

Hon. Mr. Dun~ine: If it goes into the record, it will be printed, and each
Sir Henry THORNTON: It is just as the Chairman would have it.
., The Cmammax: It might as well go into the record.

Mr. Heaps: I think that has been in-the record of the House.
Mr. Jevuirr: Have you the original cost there?
Sir Hexry THorNTON: No, T

will add the original cost, and it can all go
into the record. 4

Mr. Jeruirr: Does the name of the purchaser appear there too, Sir Henry
(Thornton) ?

Sir Henry THoOrNTON: No, but that can also be added.

Mr. Teagre: I think practically every one of these havie been submitted
in aswer to questions in the House. I think every ship purchased is on record
in the House.

The CHAIRMAN:

You have sold those you considered not suitable at the
present time? ;
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Sir Hexry THorNTON: Yes; I do not know of any we want to part with
now.

Mr. Power: What about the ships I notice here as being tied up?

Sir Hexry Taorxtox; There are five tied up now.

Mr. Power:, Do you want to get rid of those, or keep them as ornaments?

Sir HENry THOrRNTON: No, we want to keep those. You know you cannot
skin yourself down to the last pound. Is it understood, Mr. Chairman, that we
will add to this statement two other columns, the original cost and the purchaser?

The CoAIRMAN: Yes. .

Mr. TeakrLe: We had the Canadian Gunner and the Canadian Beaver, both
at Halifax. They are 3,750 tons deadweight. We have the Canadian Voyager
and the Canadian Trooper, what we call the 4,300 type, and the Canadian Settler,
a 5,100 ton type boat. -

Mr. Power: Where are they?

Mr. TeakLE: At Halifax.

Mr. Power: All at Halifax?

Mr. TeaxrLE: Yes.

Mr. Power: What are they suitable for?

Mr. Teaxie: They are practically all for the coastal trade; they are too
expensive to operate on.a long voyage.

Sir Eveene Fiser: What is the procedure in offering the ships for sale?
Do you advertise them at all? i

Mr. TeaxLe: They were all advertised,

Sir Henry THornTON: All of these ships we have sold were advertised, and
I think all were sold on tender.

Mr. TeakLE: Tenders were called for, but they were not satisfactory. The
vessels were practically sold at private sale.

Major BerL: There is on Order in Council which provides that each sale be
advertised first. ‘

Sir Henry TuorxTON: They were all put up for tender, and none of the
tenders were satisfactory. They were all poor tenders, so we left it stand, and

from time to time as we found a purchaser who looked likely, we negotiated

with him and closed with him if the price was satisfactory.

Mr. JeLuirr: What were generally the terms of sale?

Sir Henry THOrNTON: Ordinarily, it was twenty per cent cash, and an
arrangement made with the purchaser covering a period of years.

Mr. Jeuuirr: When the sales were made, did the government release the
notes originally given on them?

Sir Henry THoOrNTON: Yes, they had to.

Sir Heney Dravrox: How does that leave that account now? We had, T-

think, $800,000 or $1,200,000 two years ago—I forget which it was.
Major Beon: It was written off the Dominion account. 3

Sir Hoxry DrayToN: How much was that, Mr. Henry? = You know that. |

What did we have two years ago? .
Mr. Hexry: I don’t recall, Sir Henry (Drmton)
~ Sir Hexry THoRNTON: W ell that is the first time you don’t recall.
The Caamrman: That is certainly unusual,
Sir Henry Drayron: Can you give us that figure? /
Sir Henry TrHorNTON: We can easily get it. )
Major BeLL: It would be the difference between the cash price and what
they originally cost.
Sir Hexry Drayron: Before, we were going to have them as the nucleus
- for some new boats on the West Indies trade. You wanted'those badly two
years ago.
Sir HENRY THORNTON : We still want them.

Ssadid
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Sir Honry Drayton: But the nucleus has now disappeared.

Sir Henry THORNTON: Yes. 3

Major BeLL: You cannot use the money you got for these boats without
the authority of Parliament.

Hon. Mr. Duxxing: It would have to be revoted.

Sir HENrY Drayrox: It has gone— :

Hon. Mr. Duxxixg: “ Gone ” is hardly the right word. It has gone back
to the Dominion Government; we got the money for them. i

Mr. Jeruirr: You say twenty per cenf was paid in cash? How was the
balance secured? :

Sir Hexry THornTON: By notes, and .of course, a mortgage on the vessel.
The equity in the'vessel was the additional security, and the usual terms under
which the purchaser kept up the insurance and repairs and all that sort of
thing, and made his payments from time to time as they fell due.

r. Jouxston: That would be .a deferred payment plan? .

Sir HENry THORNTON: Practically twenty per cent down, and deferred
payments after that. :

Sir Hexry Drayron: And I suppose the usual mortgage on the boat?

Sir HeENry THORNTON: Yes.

Mr. Jounston: Were the deferred payments made by the purchaser?

Sir HeNry TaorxTOoN: All except in one case. In one case, I think, the
purchaser fell down, and we took the note back. ;

Sir Hexry Drayron: Sir Henry, referring to what you wanted two years
ago, when we discussed the moneys we had on hand from insurance and so on,
as in case of future purchases of boats, treating it as a company which had just
¢0 much money with which to operate; as I recollect, you desired boats with
proper cold storage to handle the West Indies business. With two extra years
experience, were you right or wrong in wanting those boats.

Sir Hexry TuorxTON: I think 1 was right, and I should be even more
emphatic than T was two years ago.

The Cramman: Is that on account of the West Indies Treaties?

. Sir Henry THorRNTON: Partly that, and as far as 1 am concerned, a
greater faith in the West Indies trade.

Sir Henry Dravron: It is two years ago and your reasons then were that_
‘while you had worked up a fairly good trade, in your view it was nothing to
what could be done had you proper facilities to offer the business.

Sir HeNry THorNTON: That is right. ; ‘

Sir Henry DrayToN: Your emphasis being particularly strong upon those
cold storage requirements for tropical countries, which seemed to me, I might
say eminently reasonable.

Sir Hexry THorNTON: Yes, you would hardly put in a heating plant to
carry bananas from Jamaica to Halifax.

Mr. Jervier:  Did your West Indies Trade increase materially last year?

Sir Hexry TaorNTON: Mr. Jelliff has touched upon a point in connection
with the profits of different voyages, and I would say that it is essential in
the interests of the company and the Merchant Marine that that information
should be given privately. We can show it to you but I do not want to draw
attention to any particular trade rcute that we are serving which is highly
profitable. :

Mr. Crarx: The information has been given in the past with regard to
ithe profits made on the Pacific coast shipping. T was just about to ask you a
iquestion now as to a comparison belween the profits made on the ships cper-
ating on the Pacific and those operating on the Atlantic, and I think the Com-
‘mittee should have this information. ;

Sir Henry TrornTON: I think you should, and I want you to have it, but
1 do not want to give away what few good lines we have got and have some
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icompetitor come in and take the traffic away from us. I will be very glad to
give this information to any member of the committee privately. I hope you
will understand the reason for this. ~ ‘

Sir Henry DrayTon: Perhaps this will meet the case. The trade that Mr.
‘Clark is interested in I suppose is the Pacific Coastal trade.

Mr, CLarkx: Yes. ° :

Sir Henry Drayron: Two years ago we were considering something like
a forward movement in connection with the fleet, and your view then was that
a satisfactory showing had been made there, and that while you wanted two
boats for the West Indies, you wanted one extra boat for the Pacific.

Sir HENrRY THORNTON: Yes. ;

Sir HeENry DraytonN: And I suppose that is still your view.

Sir HENRY THORNTON: Yes. I may say to General Clark that we have
got one trade route on which I know perfectly well, if the particulars of our
business on that route were broadcasted, we would have a competitor in three
months’ time.

The CrAlRMAN: We have had that in mind at previous-meetings. There
is no disposition to withhold any information at all, but I think the members of
the committee will realize the propriety of not giving away details which might
be prejudicial to the business.

Sir HENRY THORNTON: I can refer to a case that occurred within the last

week, and I know it is being watched closely.

Mr. Hears: No private corporation would give away details of that kind
and I do not think we should expect it from the management of the Merchant

Marine. '

. Sir HExry THOrRNTON: If any member wants details I will be glad to give
them.

Mr. BerLrL (St. Antoine): The ships are incorporated, I understand, as
private companies. ! :

Sir Henry THORNTON: Each ship is a separate company.

Mr. BeLL (St. Antoine): It would be possible to look into the profits of
each ship would it not?

The CuamMAN: That is impossible.

Mr. BELL (St. Antoine): I suppose these ships go on different routes.

Sir Henry THORNTON: Yes, we have different trade routes. Eleven.

Mr. Beun (St. Antoine): It would be hard to ascertain which is profitable
and which not, unless you took it by the voyage.

. Sir Henry THOrRNTON: I can give any individual member of the com-
mittee any information that he wants, but do not ask me to give away what we
are making some money out of.

Mr. Benn (St. Antoine): Not at all.
Mr. Crark: What lines have you now with the West Indies?
Sir Henry THORNTON: You had better explain to General Clark just
what the West Indian Service is, Mr. Teakle, in detail.
Mr. Teakve: The West Indian service, as we are operating it, consists
- .of a ten day service out of Montreal in the summer time and a fortnightly
service out of Halifax and St. John in the winter time, to Antigua, St. Kitts,
Barbados, Trinidad, and Demerara. On the western route we have a service
,every three weeks to the Bermudas, Jamaica and British Honduras. We divide
them into the eastern, which takes in the Leeward and Demerara; and the
western which takes in Jamaica and Belize.
: d_M?r. Crark: Have you any service between Vancouver and the West
ndies :
Mr. Teakre: Not at the present time.

1(\1/[1'. Crark: "Have you any service between Vancouver and the Fiji
Islands. ;

: L A i Ll
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Mr. Teaxie: No. : :

Mr. Crark: Have you any cold storage, in any of the ships, for the
carriage of fruits, such as bananas.

Mr. TeakLe: No. Pty

Mr. Power: While you want more ships on the West Indies lines, accord-
ing'to your statement, the two ships that are operating there now are operat-
ing at a loss because they are not suitable. .

Sir Henry THORNTON: There are two aspects to the West Indian trade.
One route pays and the other does not. Y R s

* Mr. Power: You state that the West Indies Passenger service, esta,bhsh.ed
at the request of the government, in compliance with the Canadian West Indies
trade agreement still continues, as originally anticipated, to be operated at a
loss. Is that because the ships are not fitted for that trade? !

Sir HExry THorNTON: The ships, Mr. Power, are quite unsatisfactory
for the trade. They are not modern passenger ships, and we feel that if we had
suitable accommodation there we could improve that situation. :

Mr. Jevtarr: Have you taken any steps either to build or secure ships?

Sir HENrRY THORNTON: No.

Sir Henry Drayrox: I suppose you have to get authority from the govern-
ment first. :

Sir HeNry TaHOrNTON: In this instance, yes.

Sir Hexry DrayToN: In some instances you manage to beat them to it?

Sir Hexry TaHORNTON: I have not found any tendency to that recently.
We always try to keep within the rules of the game, but as long as we can win
under the rules, there is no reason why we should not.

Hon. Mr. Dux~ina: Sir Henry, one member of the house has insistently
questioned me regarding the cattle business, and I undertook to bring the mat-
ter before this committee when the officials of the merchant marine were here.
That is Colonel Mullins. He is very much interested in that matter, and hé

‘wants to know, briefly, if we are in the cattle business, and if not, why not? And

if we are not in it, why don’t we go into it and reduce the rate from $20 to
&15. That, briefly put, is Mr. Mullins’ question, which he desires discussed.

Sir Henry TuorNTON: Would you like a sermon preached on that par-
ticular question this morning? If so, we will. ‘

Hon. Mr. Dux~ing: It is a matter that T think a number of the members
of the committee will want examined because of the insistence with which the
member mentioned has raised the matter, and also because it is of general
interest.

The Caamrman: If you want to answer that you may.

Mr. Power: Why not wait until Colonel Mullins comes?

The CrairMAN: He is not on the committee.

Mr. Heaps: Yesterday, you extended an invitation for him.to be present.
The committee was called for eleven and it is now twe

nty-five minutes to
twelve. '
Hon. Mr. Dun~ing: I did not ask him specifically for to-day, but in view

of the general interest and the possibility that we might not be dealing with the
Merchant Marine in the future, I think it might be discussed now.

Mr. Crark: Perhaps the clerk of the committee might telephone him.

Mr. Power: While we are waiting for Mr. Mullins, would you tell us
whether or not any of your boats are engaged in the coal trade.
Sir Hexry THORNTON; Where?

Mzr. Power: Anywhere in the coal trade. > . :

Sir Hexry TuornToN: Mr. Teakle] will you tell Major Power about the
coal trade.

Mr. Teagre: We are not carrying coal, except as occasion offers from South
Wales in our Cardiff-Swansea service.
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e Powm Nonc from Sy dney to the St. Lawrence.

Mr. TeakrE: No.

Mr. Power: Why not?

Mr. TeakLE: Because we are operating overseas “and coastal, and the rates
that we could get for carrying coal from Sydney to Montreal would not pay
us; we could not come out on that.

Sir Hexry THorNTON: Is that not adequately taken care of.

Mr. TeakLr: Yes, the Dominion coal company have their own boats.

Mr. Power: You could not compete with them.

Mr. Tearre: No. If their ships are not sufficient they charter a Norwegian
to supplement what they have got, at very low rates.

Mzr. Power: What about the grain trade?

Mr. Trakue: We carry grain on the Atlantic and also on the Pacific.

Mr. Heaprs: And the coal you get from Wales is a return cargo.

Mr. TeakLe> Yes, part return cargo at least.

Mr. JeLuirr: The matter of return cargoes seemed to be our difficulty in
the past. Has there been any improvement in that situation.

Mr. Teagre: A slight improvement, Mr. Jelliff.

Mr. Power: On account of the greatm use in Canada of Welsh coal?

Mr. TeagiLe: Not necessarily. It is a slight improvement in trade, and as
the president has intimated, a readjustment “of schedules and working up of

Mr. Heaps: What are the relations now between the employecs of the Mer-
chant Marine and the management.

Mr. Teakre: The very best, as far as I know

Mr. Hears: Was there not some trouble about a year ago at Vanecouver.

Mr. Teakre: No, T do not recollect it. From time to time you will get a
man who thinks he has been badly treated, or something of that sort.

Mr. Hears: 1 do not refer to any individual case, but in a general way I
understand there were some rather serious complaint that I read of in connec-
tion with some of the boats sailing out of Vancouver.

Mr. TeagrLe: We have no serious trouble on the Pacific coast. We adjusted
some officers’ wages.

Sir Hexry TwornTON: That queqtlon of officers’ wages was adjusted to
the satisfaction of the officers?

Mr. TeakrLe: Yes, quite. There was no absolute complaint or trouble. If
a request comes along we take that in the ordinary day’s work.

Sir Hexry TrHorNTON: When a proposal is made there is-always a discus-
sion and there was some discussion with respect to officers’ wages. I think it
was a question of rating them with the engineers, and that was adjusted to the
satisfaction of the complainants.

Mr. Heaps: I thought it wag some trouble in regard to conditions on board
the ships sailing out of that port.

Sir Hexry THORNTON: I do not know of any.

Mr. Teakre: Once in a while you will get a complaint from some man who
thinks he is badly treated, but when you sift it down you will find that the man
was never so well treated in his-life, There is a case on the Atlantic where a
man thinks he is badly treated and I ha,ve that up before the shipping master.
We do not neglect matters of that,s

Mr. Hears: T am not refemng to individual cases. ! know things happen
anywhere and everywhere.

Sir Hrxry THOrRNTON: As far as we know, the relatlons between those
who are employed in the Canadian Merchant Marine and the Administration

?retcordxal and friendly. Of course there will always be discussions from time
o time
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Mr. Powers: May 1 ask Mr. Teakle if the complaints which were m?de
at one time, two or tlg‘,ee years ago, to the effect that most of the ofﬁcers “ ere
of British birth, and that Canadian officers did not obtain the opportvumfcy to
rise to higher positions, has now disappeared? I am told that t}lese hf;s l?een a
material improvement in that respect and I would Tike to know if you have any
figures to give us with regard to the officers of your line. : ‘ :

Mr. Teakie: I have no figures, but I have the question Ysenously atvleart
and it may interest the committee to have a brief oqtlme. When we took _ovef
the fleet in 1919 we were absolutely stripped of anything that looked like sailors,
master mariners, or engineers. ;We naturally had to look to. the .old‘land. A
number of those men have become Canadian citizens. We then instituted, in
conjunction with the Canadian naval training companies, a system of appren-
tices. We have always favoured, and we are always anxious to get Canadian
officers and men and to-day we have in our own fleet junior ofﬁpers, vf-'hom we
have ourselves trained as apprentices. You will realize that in taking over -
63 ships it was not a small proposition to man them and we had to do the best
we could. Whenever we can get a Canadian officer, either deck or engine room,
we want him.

Mr. Power: What is the position at the present time? =~ .

Mr. Teagre: The majority to-day are Canadians. [ would hazard the
apinion that we are at least 80 per cent Canadian. That is only an opinion.

Mr. Power: Is that the junior officers? ;

Mr. TeARLE: Through the fleet. The sailors, firemen and deck men we
-cannot keep track of. But the certificated officers I am willing to chance a
guess that we have 80 y

per cent Canadians. One of our junior officers is a sena-
tor's son, : :

'Sir Henry THORNTON: Be ecareful, or we will have

a sepatorial investiga-
tion. :

Mr. Teaxie: T just want to answer Mr. Power, that T personally am taking .
a keen interest in the junior officers. _ : /
Mr. Powkr: T have a son who might consider the employment.

. Mr. Teagre: Then do not send him to sea as a cadet. Send him to sea as
a deck-hand. That is the way to train him. It is a good service and the ships
are well found.

Mr. Brrn (St. Antoine): T presume, Sir Henry, that most of the ships in
ihe Canadian Merchant Marine are coal burning, and I suppose burning Nova
Scotia coal?

Sir Hexry THOorNTON: T am sure T do not know what kind of coal they
are burning. . -

Mr. Heaps: Would it be fair to tie down the ships to using one specific coal?

Sir Hexry TrorxTON: No, T think it would be a great mistake to do that.
As a matter of fact, what we try to do on the Canadian National Railway sys-
tem is to favour goods produced in Canada. Sometimes that cannot be done.
T think that is something that had better be left to the intelligence and the
patriotism of those who are administering the property.

e HEfos:.I.can see where, in the case of a ship sailing from Vancouver,
it would be impossible to get Novia Scotian coal.

Mr. Crark: There is Vancouver Island coal.

Mr. Heaps: If it is possible to use it, all right. - ‘

Sir Hexry THorNTON: Every ship sailing out of Vancouver, bunkers with
Vancouver coal; but when a ship is in a Chinese port or some place like that
she has to take what coal is available. ¢

Mr. JeLurer: I notice last year where we had vessels operating in the grain
trade on the Great Lakes. I do not see anything in this report in regard to
them. Last year's report gave us 256 voyages in all for our vessels, of which
130 were entered as chartered in grain. >,
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Sir Henry TrorNTON: I do not think that we have any vessels in the Lake
trade.

Myr. Teakue: We disposed of those. There was no business for them.
They were tied up. : ;

Sir Henry TrorxTON: These vessels were amongst those disposed of last
year, 3

Mr. Power: Could you tell us what has become of the ships that were
disposed of? That i1s in what trade they are.

Mr. Teakre: I think I can answer that now. Some of the ships we sold
are tied up in St. John; their new owners are not able to operate them. One
ship is operating on various trades. One ship was sold to a subsidiary com-
pany of our own and will be operated in connection with the railway, on the
Great Lakes. The others are sold to Mr. Paterson, who has a grain business
and elevators of his own. He is operating those. Others were sold to foreign
buyers and I do not know what became of them.

Mr. Jeruirr: Did you say some are operating on the Lakes? ~

Sir Hexry THorxTON: We sold one ship to the Canada Atlantic Trans-
port Company, which is ‘a subsidiary of the Canadian National Railways, and
that vessel is operating on the Great Lakes.

Mr. Jeruirr: If that pays them, would it not pay us.

Sir Henry ‘THorNTON: The circumstances were peculiar. We needed a
vessel to supplement the fleet of this subsidiary and we found it was cheaper and
b}?tter to take one of our own ships and use it, than to build an entirely new.
ship. :

Sir Eveene Fiser: With regard to the sale of those ships, Major Bell has
told us that the money was credited to the Receiver General; that he was
compelled by law to do so. I feel inclined to doubt, to a certain extent, that.
statement. I think if the money had been deposited to a special account, to be

 drawn upon by Order in Council; which is absolutely legal, it could be used
towards the purchase of a ship or otherwise. That has been done in other cir-
cumstances. Why has the procedure been changed?

Mr. Bern: The Canadian Government/Merchant Marine got the ships
from the government and gave their notes:” When they sold a ship, that note
must be cancelled, and the only way the government would cancel would be by
paying on account and then writing off the balance. That goes back in the
Receiver General’s account. Supposing the sale of those boats amounted to~
millions, you might as well take it and start a transcontinental service if that
procedure could be followed. :

Sir Eveene Fiser: All the orders in eouncil which you have passed, dealing
with such sales, are tabled in the House and they become ipso facto the money
of parliament.

Mr. Bewn: It would be illegal for us to use that money over again in the
purchase of ships.

Sir Eveene Fiser: I think it could be used in another way, and I think it
would be to the advantage of the Merchant Marine if that should be done,

Mr. Bern: But, you know we are not working under war conditions now.

Sir Eveene Fiser: I will give you an instance. Money was obtained
from the sale of certain lands. This was deposited to special account by Order
in Council purely and simply. I should think the same thing can be done with
regard to the sale of land or the sale of ships. .

Sir Hexry THorNTON: We were guided by competent advice which we
necessarily had to follow. If there is any way in which we can hold on to the
moneys received, I have not any objection to doing it.

. Mr. Crark: If the shipping business was normal and the ships were oper-
uting at their full capacity, do you anticipate that you could pay vour operating

~
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expenses and, interest on the notes to the government, and a reserve for depre-
ciation. :

Sir Hexry THorxTON: No, we could not, General, because most of outt‘
ships -were built as a war measure, under considerable economic pressure; &t

- very high prices per dead weight ton. After all, this Merchant Marine as we

have it to-day is an inheritance from the war and we carry with that inheritance
all of the disabilities of war time construction. v 2 z

The CramrMaN: Do vou think, Sir Henry, in view of that, it would be fgnr
and wise if the government permitted us to write down to actual value the gh‘;ps
you havie now and write off the difference. What is tl}e use of carrying it?

Sir Hexry TaorxtoN: In its last analysis you might legitimately regard
the excessive cost of ships built during the war as something to be charged to
the cost of the war and in that sense there would be no objection to what you
suggest. : - =

Mr. Crarx: Have you any proposal to make yourself in this connectlon?_

Sir Henry TmorxToN: Not immediately. i

The CuamrMax: Do you intend to keep on carrying that heavy debt?

Sir Henry TaorxTON: No, I do not want to carry it any longer .than I
have to, but there huve been so many things of primary importance in con-
nection with the railway system to get.straightened out and to do, that tbe
writing down of the Merchant Marine capital, or what might be called its
financial reconstruction, is just simply something that we have not been able as
yvet to get at. We have probably approached the time when that ought to be
given serious consideration. :

The Cuamrman: It would not be nearly so difficult as the question of
writing down the capitalization of the railway. ;

Mr. Power: The same principle is involved.

Sir Hexry THoryTON: It is all in the one pocket.

Mr. Power: The principle is there. If you were able to write down this
excessive capital, would you be able to give cheaper rates to the shipper.

Sir Hexry TuornTON: No. 3

Mr. Power: On what are your rates based?

- Sir Hexry TuorxTon: Broadly speaking, our rates are based on com-
petitive conditions. There is not the same control and regulation of ocean
shipping rates that applies to railways. -

Mr. Power: Do you say “on competitive rates” or on agreements with
regard to shipping rates?

Sir Eveene Fiser: Or conferences? €

‘Sir Henry TuorxTON: Agreements or conferences. Necessarily our
objective must be to try to operate the Canadian Government Merchant Marine
at a profit, and we would be betraying our trust if we looked at it otherwise.
To that extent and with that object in view, we naturally want to see rates

)

maintained at a level which will promote that. Of course in that connection

'‘we must consider the essential needs of the people we serve. Now we are
offering just as low rates on our vessels, and sometimes a little lower than
could be obtained from other shipping companies. If we went into a general
policy of reducing rates, it would simply add that much to the deficit, and that
in turn would mean that the government would have to make up that much
more deficit, and the taxes of the people of Canada would be increased by
precisely that amount. I have always said that the people of Canada, if they
‘want to, can wipe out all freight rates, both on land and water, or reduce them
to any point that they want to, and then it will be my job to carry that out;
but T must tell them that if that is done, somebody somehow has got to pay
the bill at the end of the year. SN

Sir Eveexe Frser: 1f your capitilization were reduced as suggested so
‘that the interest you have to pay is substantially reduced, could you see what-
ever balance of profit there is in the reduction of rates. :

224592
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Mr. BeLL: The insurance is written down to a nominal value to-day, and
you pay no interest to the government, so that those charges do not enter into
the freight rates.

Mr. Power: If you do not take that into consideration, what do you con-
sider, if it is not the prices charged by other lines? That is about what your
statement amounts to, is it not?

Sir Hexry TrorNTON: Perhaps I answered your question a little hastily
because I did not quite fully understand it. Our freight rates are ocean freight
rates and are determined by the general conditions of the shipping trade. We
naturally try to get as good a rate as we can within reason. :
: lglr. Power: They are determined by the rates charged by competing
lines?

Sir Hexry TaHorNTON: They must necessarily be and that is true every-
where. ;

Mr. Power: They are not determined by the &ctual cost to you of carry-
ing that particular line of goods. P

Sir Hexry THorNTON: If we took into consideration our total costs of
gervice and also, 'as we probably should, our annual interest charges, our freight
ratés would be very much higher.

Mr. Power: Leaving aside the annual interest charges, why should you
charge higher rates on one particular commodity and lower rates on another, if
not because it happens to have been the custom of the trade for many years and
other boats do it? You do not take into consideration just what it costs you
to carry those goods.

Sir Henry THORNTON: In some particular shipments, or some forms of
traffic, you may have to, for business or economic or other reasons, fix a low
rate because the traffic will not stand any more than that, and it is not fair that
the traffic should be expected to stand any more. On the other hand when you
find a traffic which is profitable to the shipper, that he is making money out
of it, we get as good a rate as we can from him, and at the end of the year there
is an average. We cannot revise downwards always.

3 The CuAlRMAN: Is it not true that in the matter of fixing rates on rail-
ways and on ships, the cost of the serviee is the basis of the rate.

Sir Hexry THorNTON: Notwithstanding all that may be said there is no
rhyme, reason, or formula for the determining of any kind of a transportation
rate. v

Mr. Power: You charge all the traffic will bear.

Stk HENrRY THOrNTON: No, not in all circumstances. All water and land
transportation goes on the best rate that they have, having regard to the char-
acter of the traffic and economic conditions. For instance, it might be a very
good business move for a railway company to haul some particular traffic at
cost or less than cost to encourage an infant industry, or because there was an
empty car movement in that direction. There are hundreds of different things
that enter into the fixing of freight rates, both on land and water, and there is
no general formula which fixes them.

‘The CuamMAN: I suppose the Railway Commission could be questioned’
as to how rates are fixed on the railways, and I think I remember a former
chairman saying the rates were not based on costs at all.

Mr. Power: I would like to get down to a particular case. I am told—-
I may be wrong—that vessels carrying freight from the Old Country, we will
say to Quebec, charge the same price to Quebec as they do to Montreal, which
18 200 miles farther on and takes a day more. Is that the fact?

~ Mr. Teakie: It is a fact, as you will remember if you go back in your
mind, ﬂh;at we were to get two and six to five shillings over the Montreal rate,
and I think Mr. Power understood that situation too, because it is much cheaper
to move your traffic at your terminal ports than to go into the intermediate
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. : rery often, and I
orts, We are glad to go into Quebec, and have done so very o Fare
I';c)hink Mr. Powegr will agree that we have used Quebec very well, b&lt 1t I:a
certainly an extra expense. Supposing a ship is sailing between Lon ~onha
Montreal. Those are the terminal points. We discharge the crews t 9re,l
bunker there, and can handle the ship much more economically at the tvermmal_
points, but I think Quebec has been used very well by the steamship Qeoplei and
the freight rates have been equalized. I think Quebec has been fav oured—
Mr. Power: I don’t know as you are doing us a favour. The facts are
there, that it takes more to et the vessel to Montreal than to Quebec; you
spend that much more. . It is an extra day’s run.
Mr. Teakre: Even our slow ships will do better than a day. :
Mr. Power: Well, say three-quarters of a day, or half a day. Why should
the freight not be lower? There is the question of discrimination there.
Mr. Teakie: I don’t agree with you. As a traffic man, I cannot agree with
you in that, because there are the various things coming up which it would take
quite a while to explain, but the general facts are these: as I said a moment
ago, suppose you are operating a vessel between Montreal and London. She
loads at London and discharges at Montreal. Every stop she makes in hetween
is costing us money. There is the delay to the ship amounting to probably
$450 a day, port charges of possibly $300 to $500; somebody has to pay that.
Distance does not figure to any great extent.
Mr. Hears: I wonder if Mr. Power wants the rate to Montreal increased?
~ ‘Mr. Power: I don’t care. The point is this: that there is, say, on the

‘export trade a diserimination of one half a cent in the rail rates between Montreal

anmtl Quebec— g
The Cmamman: You mean a difference, or a diserimination.
Mr. Power: We call it a discrimination.

The CmamrMan: A difference—

Mr. Power: In favour of Montreal.

Sik Henry THorNTON: What do you mean? By land?
Mr. Power: By land.

Sik Hexry TuaorxToN: We make the same rate from Montreal as from
Quebec.

Mr. Power: That will be by land?

Sik Henry THorRxTON: What do you say to that, Mr. Woods?

Mr. Woops: We make the same rate all the way, Sir Henry (Thornton).
ex lake grain, which is one half a cent a bushel higher than Montreal,

The CHalRMAN: That is because it is farther?

Mr. Woops: One hundred and seventy-two miles farther.

Mr. Power: 1 am coming to the argument that for the 172 miles further, it
should not count, because it iz 172 miles further coming back the other way.

Sk Hexry Dravrox: There is this about that: on the old rate they were

all the same. You might as well say “ Why is the rail rate to Halifax the same
as to St. John, although it is 200 odd miles farther?”’
Mr. Power: So the distance does not count?

~ The CuamrmaN: It shows you that distance does not enter into the ques-
tion of rates.

Mr. Power: That will come up in regard to the question of railway. V(7h'y
should” not Quebec be in the same zone as Montreal? However, that is not
what I wanted to discuss now. What I want to discuss here is the fact that
there is a difference of one-half cent. Why should we be obliged to pay thut
half cent? Why should the boats not stop in Quebec, and not take on that

-cargo?

Sk Hexry THorNTON: Becauses it costs that much more—considerably
more—as Mr. Teakle has explained. :
Mr. Teagie: May I interject there, Sir Henry (Thornton), that we are
stopping in Quebec, and we put on as many ships as we can find freight for.
224592}
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We make it a dead set to get the Quebec trade, and, speaking from memory, I
~don’t think we ever turned down a Quebec shipment, did we Mr. Doherty?

Mr. Dougrry: No, I don’t think we ever did. ;

Mr. Power: Would you lose much money if you absorbed this half cent?

Mr. Teagre: There is no half cent.

Mr. Power: For the export trade? It costs half a cent more to get the
stuff to Quebec.

Mr. Teakre: That is a railway matter; that is no concern of the steamers.

Sir Henry Drayron: It is the old lake route.

Mr. Woops: The rail to Quebec is the same.

Sir Hexry Drayron: There is the export Montreal; there is the export
Quebec; there is the export Portland, and there is the export St. John?

Mr. Woops: Yes.

Mr. Hesps: The question of coal was brought up by General Clark a
moment ago. I wonder if there is a statement showing the purchases of coal
by the Merchant Marine, and from where it was purchased.

Mr. Teaxie: I can give you the coal purchases on the Pacific, but I can-
. not on the Atlantie, beeause I have not the figures here, but as our-president has
very rightly said, we buy Canadian coal wherever it is possible to get it. 1
mean by that, that starting from Montreal, Halifax, St. John, or from Van-
couver, we would buy local coal; when we get the ship to thé other end—to her
destination—we have to buy coal wherever she may be. It is more profitable
to carry cargo than coal; therefore, if we are sailing a ship from Vancouver
to London or Antwerp, we would bunker in Vangouver first. As she can carry
cargo more profitably than coal, we have to reason out whether it is cheaper
to buy vour coal in Vancouver than on the other side, as compared to the rates
on freight. Your boat has got to earn money if possible. Therefore, on a
voyage from Vancouver to London, we will say, we would buy coal in Van-
couver to-take her to Norfolk, and at Norfolk we would bunker her to take her
to London, and then bunker her again in London to take her on the return
voyage. :

: I%Ir. Heaps: Then, am I right in understanding that wherever it is pos-
sible, you buy Canadian coal? i
Mr. TeAKLE: You are absolutely right, sir.

Mr. Crark: Sir Henry (Thornton), is it a fact that competitive rates are
fixed in the main by steamship conferences?

Sir Henry THORNTON: I should say “ Yes.” Is that right, Mr. Teakle?

Mr. TeAgLE: Yes. There is throughout the shipping world a system of
conferences or associations, and the steamship men meet and discuss condi-
tions, and the fixing of freight rates, in a fair manner, as they consider them.

Mr. Crarx: Does the Merchant Marine meet in those conferences?
Mr. TeagLe: We did, but not now.
Mr. Crarg: You adopt the rate fixed by these conferences?

Mr. Teagre: We take the going rate, whatever it may be, which is a

good policy, because we want to try to get the fleet on its feet.

Sir Eveene Fiser: Are you still in close contact with these conferences?

Mr. Teakre: I don’t know what you mean by that question, Sir Eugene.
If you mean friendly—that is, knowing one another—

Sir Eveene Fiser: You get daily or hourly rates which have been fixed
by the conference?

‘Mr. DonEerTy: Not necessarily hourly, but we do get the information. If
I might say a word in that respect: if our friends—and we have many friends
among the ‘shipping gentlemen—if they find that somebody else is quoting a
lower freight rate than we are, they are the first to come to us and say “ Well,
Bill Smith says he will carry our stuff for ten cents; you are asking twelve.”
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Sir Eveese Fiser: That is not what I am asking. Do you get the 'regular
reports from the shipping conferences as to freight rates, notwithstanding the
fact that you do not form part of the conference? £ iy

Mr. Donerry: What do you mean by “ regular reports ! :

Sir Eveexe Fiser: The regular reports. You know very well that these
reports come out daily or hourly— 2

Mr. Dorerry: Do you mean advices of rate changes?

Sir EveENE Fiser: Yes.

Mr. Doserry: They do come to us.

Mr. Berr (Montreal): When did you leave the conference?

Mr. DonEerry: A year ago last February. 3

Mr. Power: Since tire time of the advent of the corrugated sh}p.

Mr. Cuark: The only difference between the present situa’glon and the
past situation is that the Canadian Government Merchant Marine takes no
part in the meetings, and takes no part in the fixation of rates.

Sir HENRY THoRNTON: That is true; that is right. -

Mr. Heaps: Mr. Chairman, we were going to discuss the question of the
rates on steers.

The CramMaN: I may say to the committee that we sent word to Colonel
Mulling, but he was not in his room, and could not be found. Does the
committee desire to go on despite that fact; we would like to make progress.

Sir Hexry Drayron: T suggest the easier thing to do is to file a state-
ment. which is already prepared, going into the whole question of the cost
of this service, and also file last year’s statement—have Mr. Doherty put
them in, and he can come back some time when Mr. Mullins is here.

Sir' HExry THOrNTON: Even if we close with the Merchant Marine, we
can easily go back to that particular item for Colonel Mullins.

The CramMan: Would it be satisfactory to have a little statement made
now? It would appear in the record.

Sir HeNry THorNTON: That has all been gone into.

Sir HENrRY DravTOoN: It was worked -out with great care. We had ship-
ment after shipment in there, showing how much we carried, exactly what it cost,
and I think that ¢ould easily be found and put before the committee, and then
Mr. Doherty, who was responsible for it, could be here when Colonel Mullins is
here, after he has had a chance to read it, and examine it.

The Cuamrman: What is the pleasure of the committee?

Mr. Power: Generally speaking, could we hear whether the shipment of
cattle is profitable or not?

The Cramman: We might have a brief statement on that.

Mr. Teakre: Yes, I happened to think of this before coming down. We
have made some statements here, and putting the cattle on a basis of $20 per
head, as against general eargo, we figured we lost per vovage, carrying cattle,
$46. Provided we got the full load of 233 head, at $20, and figuring the
equivalent in the same space for general cargo, we lost $46 on the voyage.

Mr. Hears: At $20 per head? :

Mr. TeakLE: Yes, 50 if you reduced your freight rate to $15 you would
increase the loss:

Sir HENry Dravron: What cargoes are you' comparing—with the deal
cargo? We had something to do with that a while ago.
. Mr. TeakLE: No, with general cargo and grain.

Mr. Power: General eargo pays better?

Sir Henry DrayToN: Yes, by $46.

Mr. Tearre: Our ships carrying cattle—we never claimed for them that
they were strictly cattle-carrying boats. '

Sir Evecene Fiser:. You have fixed up some of them?
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Mr. TeagLe: Under pressure, and against my better judgment, we fitted
four, but we can only carry 233 head, and we carry them on the main deck, and
what we call “underbridge space”—that is, the space under the bridge, where we
put them.

Mr. Power: When you figure on this loss of $46 per \es~el per voyage, da
- you figure in the cost-of changing the ship?

Mr. TeakLE: Yes; you have to take interest on your money, depreciation
of the fittings, the cost of keeping the fittings up, ete:

Sir Henry Drayrox: I think that was amortized over ten years, was it
not, the interest charges?

Sir Eveene Fiser: Your remember, Sir Henry, (Drayton) that we asked
the blunt question about the charges with regard to fitting these boats up as
cattle carriers, and it was agreed they should be charged to Capital Account,
and once they are fitted up, (To Mr. Teakle) could you not then carry ecattle
at a reduced rate?

Mr. TeaxiLe: No, because if you take off your interest on the capital
expenditure, it would be $64 a voyage, and that would only leave you roughly
$18, provided you carried the 233 head of ecattle.

Sir Eveexe Fiser: I think last year there was an allowance of four per
cent for depreciation. 3

The CmamMmax: That is not the capital invested in the boat; it is the
capital invested in the fittings.

Mr. TeaxLE: Yes.

Mr. Jounston: Your ships are not adapted for cattle trade?

Mr. Teakre: That is quite true.

Sir HENry Drayron: Does that take into consideration anything except
running expenses?

Mr. Teakre: No, just a straight comparison as between whether you carry
233 head of cattle, or whether you carry the equivalent of grain or a general
_ cargo.

Sir Henry Drayron: I did’not ask you that. What do you charge into
your costs?

Sir Henry TaornTON: For carrying cattle'?

Sir Hexry Drayron: No, the whole thing. What do you include in oper-
ating costs?

Mr. Teakre: The wages of the crew, the feeding of the crew,—there is the
fuel; there is the insurance; there is the loading and discharging, and the port
charges, and your agency fees.

Sir Hexry Dravron: There was no capital brought into that at all?

Mr. Teakre: No.

The Cuammax: It is the loss in operating without reference to the interest
on the investment in the ship.

Sir Eveene Fiser: Is depreciation eounted into your cost?

Mr. Teakre: No; not on the ship.

Sir EuceNE Flsm Last year we had a statement to the contrary.

Mr. Henry: Only to the extent of the additional capital required to fix them
up, but there is no interest and depreciation upon the original cost.

Sir Eveene Fiser: But other companies charge to each voyage, aecording
to the report we got last year, a depreciation on their fittings, of four per cent.
Would the same thing apply to the Merchant Marine, because if it does, in the
statement of cost should be included the depreciation as V\ell Last year, in the
Peterson committee—

* Mr. Teagre: It would equalize itself, Sir Eugene.

Sir HENrY Drayron: They didn’t think they could get that far.

o 3
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' Mr. Jerurr: I think two years ago the figure was given of $27,000 for
fitting up these boats.

'l%/lr.pHome: Did you get all the cattle trade you wanted? ol

Mr. Teagre: No. Take last winter for instance; out of eleven sailings
we only had two full loadings, and one half load. The rest of the ships/were
PRy " Rt

Mr. Howarp: So you were put to the expense of fitting out these boats 1o
cattle, and getting no business for them?

Mr. TeaxkLe: That is right. :

Mr. Howarp: Has it picked up this year?

Mr. Domerry: I think it has, a little.- [

Mr. Power: How are you booked up for this year?

Mr. Dongrry: Probably till the middle of July.

Mr. Power: As from the 1st of May?

Mr. DonEerry: To the beginning of July. : z &

Mr. Power: This is only from Montreal and Quebec—or from St. John?

Mr. Domerry: From the St. Lawrence ports. ;

Mr. Power: What do you do with regard to that space in the winter time?

, Mr. Traxre: Out of St. John.

Mr. Powrr: For cattle? !

Mr. TeagLeE: Yes. I am talking about last winter’s season.

Mr. Power: Is there any cattle trade out of St. John in the winter time?

Mr. TeagkLe: Oh yes. The ships go down there in the winter, and the
cattle flow down there.

Mr. Ropicrsaup: * What did vou have last winter in St. John?

. Mr. Teakre: We had two full loads, that is, of 233 head each, and one
of 120. ,

Mr. Heaps: Out of how many sailings?

Mr. Teaxie: Eleven.

Mr. Power: That only refers to the winter?

Mr. Teaxie: Yes. .

Mr. Power: What about last summer?

Mr. Teakre: Can you answer that, Mr. Doherty?

Mr. Dongrry: 1 think they were pretty well filled up last summer. There

may have been two or three steamers which were not full, but it worked out
pretty well.

1 i

Mr. Jorunston: You have stated that your ships are not adaptable to the
cattle trade?

Mr. Teagre: Yes.

Mr. Jorxston: Would you care to venture an opinion as to whether or

not ships adapted for the cattle trade could carry the cattle for a lesser amount
than $20 a head?

Mr. TeakrLe: I would not do it.

Mr. Power: There is another company that has undertaken to do it at
the present time.

Mr. Teakre: That company at the present time is in difficulties, according
to the newspapers. The bank has taken over these ships. I have a clipping
here from the St. John Telegraph saying that the banks have taken over these
Jensen ships, muking a new company for five of them, and another company -
for the “Ontario.” (Reading) While the remaining vessel, the ss. Ontario is
to be run by a company of the same name, but in each case T. G. Christiansen
will be managing owner.” That is the only ship you have in mind Mr. Power?
There was, at one time, a steamer— ;

Mr. Powrr: She was wrecked?

Mr. TeakLe: She had a fire in her bunkers

and had considerable trouble
in getting the fire out. : ‘
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Mr. JeLuirr:  Is not one of the main difficulties in regard to the fixation of
cattle rates, the fact that they cannot get sufficient return cargo?

Mr. TeagreE: And also the uncertainty of full loads. When a ship is fitted
for cattle, there you are, We have to carry those deck fittings subject to wind
and seas, in the winter, absolutely empty.

3§ ?Mr. JeLLirr: If yvou had a sufficient return cargo, could you reduce the
rate?

Mr. Teaxie: I think if you had properly constructed ships, you might
do it.

Sir Eugene Fiser: Can you convert the ships you have at the present time
to make them profitable cargo carriers?

Mr. Teakre: 1 would not say so. I would be against it absolutely.

Sir Eveene Fiser: If you were instructed to do so, how many of the
ships——

Mr. TeaxLe: Then it would be for my president to tell me what services
he wanted to disrupt, and T would follow his instruetions.

; Sir Eveene Fiser: What changes would you require? :

Mr. Teaxkre: I would have to find out first what would be in the ships.
If Colonel Mullins has the same ideas of fitting our ships as he has the “Ontario,”
I would want the cost of that, and to see what it cost us to operate the ships,
beeause without that T would not want to give &n opinion.

Mr. Heaps: You have a number of ships laid up now?

. - Mr. Teaxie: We have five small ones.

Mr. Heaps: I think Colonel Mullins referred to these ships being laid up. .
Would 1t not be better to use them for carrying cattle than to keep them
laid up? : =

Mr. Teagie: I think as far as Canada is concerned, my opinion is that
we lose less money by having them tied up.

~ Mr. Heaps: What ships have you now?
- Mr. Teaxie: Four ships ‘in -the Canada-Swanson line. The “Leader,”
the “Victor,” the “Commander,” and the “Mariner”. v 2

Sir Henry Drayron: Last year we had information as to a specially

adapted ship for the cattle trade, and we were told that some of those specially
" adapted, were tied up and were not being operated. What is the situation

there to-day? Are there ships specially adapted for cattle trade available for

the trade, or are they owned by privete companies, and not being operated?

Mr. Teakre: I do not know of any not being operated, because I have

‘not checked them up, but I know that last winter certain of the lines cancelled
sailings, on account of lack of cattle. I have not checked them up this summer.
: Sir «JHexry Drayron: That/ was the White Star line?

Mr. Teakue: Yes, quite right.

Mr. Power: And the Manchester line? :

Mr. Teakre: I don’t know. I remember the White Star. Do you remem--
ber, Mr.- Woods? -

Mr. Woops: The White Star, out of Portland.

Sir Hexry Dravron: Those were special carriers?

Mr. Woops: They have permanent cattle fittings.

Mr. Rosicuauvn: What would be the difference in the tonnage space for
each head of cattle, in a regular cattle ship, and one of the Canadian Govern-
ment Merchant Marine. 1 understand that it takes about 30 cubic feet of
space for each head of cattle. - .

Mr. Teagre: That is a question you would have to figure out, because it
all depends upon the height of the decks, ete. Some of the lines may have it,
but I have not the figures here, of their lines; I only have the figures of our own.

Sir Eveene Fiser: In your opinion, it would be disastrous as far as‘the
Canadian Government Merchant Marine is concerned to convert any of the
present ships you are now using into cattle ships?

-

-
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Mr. TE: « That would be my opinion.

R/I’Illz rlgg:i{L?M:)rntreal): We are discussing live stock. I presume that none
of the ships have cold storage facilities, in case the cattle were killed on this
side? ; : 5

Mr. TeakLe: We have a small amount of cold storage space in certain of
our ships. We could carry about one hundred tons. o

Mr. Beir (Montreal) : How many head would that amount to?

Sir Henry THorNTON: Do you mean carcasses?

Mr. Teaxre: About 200 head of cattie, or 250 head.

Mr. DorEerty: I presume there would be-

Sir Henry Drayron: You could not get it that way. Y

Mr. Dongrry: I think the stowage would work out-at about 100 cubic feet
to the gross ton. Now, a gross ton would represent about two steers.

Mr. Teagre: That is what I am figuring on.

Sir Henry Drayron: Of chilled beef? More than that.

Mr. Heaps: 500 pounds to the steer.

Mr. Tearze: About 1,150 pounds.

Mr. Heaps: That is, alive?

Mr. Teaxie: Yes.

Sir Henry DrayTon: It is a good steer that dresses 800 pounds.

Sir Hexry TaHOorNTON: I should think it would run pretty close to three
carcasses. : :

- Mr. Teakre: That would be 300 head then. I said 250 head, but it would
run nearer 300 head. '

Sir Hexry THORNTON: 300 carcasses.

Mr. BeLn (Montreal) : What experience in that regard have you had with
cold storage? . :

Mr. Teaxrre: Carryving carcasses?

Mr. Beur, (Montreal): Yes.

Mr. TeaxLE: None, because our ships are not fast enough to get the trade.
We cannot get the trade against the ships that will cross in seven or eight days.

Mr. Hears: How many days does it take your ships to go across?

Mr. Teakre: Thirteen days.

Sir HeNry Drayron: So far the country has not been very serious about it.
We do not do a great deal of chilled beef business. We have had a few experi-
ments made, but when they are made they are made in such a way that they are
bound to show a failure.

Mr. RosicHAUD: Are your accommodations adaptable to the present busi-

“ness? .

Mr. TearLE: Yes.

.~ Mr. Heaps: You could not sell any frozen meat in Great Britain.

Mr. Teaxre: I should think so. Our president knows more about that.

Sir Henry THOrRNTON: We went over that pretty carefully last year, and
that, in turn, goes back to the war experience. There is certainly a prejudice
among the population of England with respect to frozen meat.

Mr. Heaps; And frozen fish.

Sir HENrY THorRNTON: And frozen fish. Personally, T think there is not
much in it. ‘

Sir Henry Drayron: We would not be freezing it anyway, Sir Henry
(Thornton). We really have frozen meat which would be perfect for the Lon-
don market. : _

Sir Hexry TrOrNTON: All the same, the average Englishman will buy home
grown and home killed meat every time, in preference to anytl‘ling else. During
the war, of necessity there was a great deal of frozen and chilled meat coming
into England. Some of my friends used to tell me they could tell the differ-
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ence. Personally, I could not; but a difference undoubtedly does exist outside
of the prejudice against chilled and frozen meat.

Sir HeNry Drayron: There is a very large business done in it, all the
same. Argentine does a large business there. ;

Sir HeENrRYy THorNTON: For the life of me, I could never see why it was not
a good proposition!

Mr. Heaps: I have been over there on two ocecasions since the war, and I
have seen Canadian frozen fish there, and you could not give it away. It was
fine Gaspe salmon too.

Mr. Ropicuaup: There is a tremendous amount of frozen salmon goes across
the ocean. :

Sir Hexry THorNToN: That fish business beats me altogether. How it is
" there is a demand for Prince Rupert halibut in Boston, I do not understand,

and never will. Just the same, there is a very considerable movement of frozen
Lalibut from Prince Rupert to Boston.

Sir HENry Drayron: Because you are carrying it probably at a very low
rate.

Sir Henry THORNTON: We are getting a fair rate for it.

Mr. RoeicuHAUD: They are getting a better service from Vancouver—

Sir Henry THorNTON: Why anybody should want to eat frozen halibut
in Boston where they can get all the fresh fish they want is beyond me.

Sir HeNry DrayTon: Look at your rate, Sir Henry (Thornton).

The CuamrMAN: Gentlemen, Have you finished the general discussion?

Mr. Power: I would like to ask a question with reference to passenger
- business. Is there any passenger trade worth while, on any of the Canadian
Government Merchant Marine ships?

Sir Henry THorNTON: No.

Mr. Power: You have a service to the West Indies?

Sir HeENrRY THORNTON: Yes.

Mr. Power: Does it pay?

Sir HeNry THorNTON: No. .

Sir HeNry Drayron: There are only about two dozen cabins in the whole
thing— ~ 3

Mr. Power: S