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MINUTES OF PROCEEDINGS

MonbpAy, May 16, 1966.
(29)

The Standing Committee on Transport and Communications met at 10:00
o’clock a.m. in the Council Chamber of the City Hall, in Port Arthur, Ontario.
The Vice-Chairman, Mr. Lessard, presided.

Members present: Messrs. Andras, Bell (Saint John-Albert), Boulanger,
Byrne, Cantelon, Caron, Carter, Fawcett, Howe (Wellington-Huron), Hymmen,
Lessard, MacEwan, McWilliam, O’Keefe, Olson, Pascoe, Reid, Rock, Serman and
Thomas (Maisonneuve-Rosemont) (20).

In attendance: Messrs. David Thomson, City Planner, City of Fort Wil-
liam, Ontario; E. E. Clow, President, Lakehead Chamber of Commerce. From
the Corporation of the Township of Ignace, Ontario: Mrs. I. Neale, Councillor
and Messrs. D. S. McNabb, Reeve and M. S. Humphrey, Councillor.

The Committee resumed its consideration of the subject-matter of the

adequacy of the present program and future plans for passenger service on the
lines of the Canadian Pacific Railway.

The first witness to be called upon was Mr. Thomson, who read a brief on
behalf of the cities of Fort William and Port Arthur, Ontario, and was
questioned thereon. His examination being completed, he was thanked by the
Committee, through the Vice-Chairman and he retired.

The next witness called was Mr. Clow, who read a brief on behalf of the
Lakehead Chamber of Commerce, and was questioned thereon. The Committee

having concluded its examination of Mr. Clow, the Chairman thanked him and
he retired.

On motion of Mr. Fawcett, seconded by Mr. Rock,

Resolved unanimously,—That the brief submitted by the Sudbury and
District Chamber of Commerce be printed as an appendix to this day’s Minutes
of Proceedings and Evidence, and that all references made in the brief to “The

Board of Transport Commissioners” should read “The Standing Committee on
Transport and Communications” (see Appendix A-2).

On motion of Mr. Caron, seconded by Mr. Bell,

Resolved,—That the brief submitted by the Northwestern Ontario Regional

Committee of the Communist Party of Canada be filed with the Clerk of the
Committee.

The next witness to be called was Mrs. Neale. She read a brief on behalf of
the Corporation of the Township of Ignace, Ontario and was questioned thereon,
assisted by Messrs. McNabb and Humphrey. The Committee having completed
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its examination of the witnesses, they were thanked by the Vice-Chairman and
retired.

On motion of Mr. Thomas, seconded by Mr. O’Keefe,

Resolved unanimously,—That the brief submitted by the Fort William
Women’s Progressive Conservative Association be printed as an appendix to this
day’s Minutes of Proceedings and Evidence (see Appendix A-3).

The Vice-Chairman, as well as Mr. Andras, expressed the Committee’s
thanks to all those responsible for a very pleasant stay in Port Arthur and Fort
William.

The Committee having concluded its hearings outside the prescincts of
Parliaments, at 12.30 o’clock p.m., the Committee adjourned to the call of the
Chair.

Fernand Despatie,
Assistant Clerk of the Committee.



EVIDENCE
(Recorded by electronic apparatus)

PorT ARTHUR, Monday May 16, 1966.
e (10.00 am.)

The VICE-CHAIRMAN: Gentlemen, I see a quorum. Before we start, is there
anyone else in the room that has a brief to present? I have been handed an
exact copy of a brief which was presented to the Board of Transport Commis-
sioners’ hearings last year.

As you know, our time is pretty well limited. The city of Port Arthur has
invited us to lunch at twelve-thirty and, as you all know, we have to leave this
city and be at the airport at four o’clock. I would ask members of the
Committee and those who have briefs to present to be as brief as they can
because our time is pretty well limited.

The first brief will be presented on behalf of the cities of Port Arthur and
Fort William. I will call upon Mr. Thomson to present this brief.

Mr. Davip THOMSON: Thank you Mr. Chairman. Mr. Chairman and hon-
nourable members, the Councils of the cities of Fort William and Port Arthur
support the representation being made to the standing Committee on Transport
and Communication by other communities and agencies against curtailment or
abandonment of passenger and express rail services. This protest is specifically
directed against removal by the Canadian Pacific Railroad of trains number
three, four, thirteen and fourteen, known as the Dominion.

It is an accepted fact that the population of this country is growing and
that a goodly portion of these people are on the move for one reason or another.
There can be no doubt that an attractive, efficient and serviceable mode of
transport should be reaping its share of the business created by this movement,
and the curtailment of such a major segment of the national passenger service
would seem to be the result of a very short-sighted view. It is argued that the
CPR will still maintain its other transcontinental train, the Canadian, but this
only underlines the fact that the railways total passenger and express service
will be reduced fifty percent. Accommodations will be sold, of course, on a first
come, first serve basis and an apology by the ticket agent to the late comer who
was unable to book space weeks ahead. Meals and refreshment service are now
being overtaxed to the point of complete frustration to both passenger and train
crew members. Schedules will be fixed to the railroad’s necessities in operating
one train and not to the passenger needs or desire. The Canadian has already
shown signs of its capabilities being obtained by passengers driven from the
Dominion. Express service in fresh or frozen commodities and delivery of
critical parts or materials for industry is fast becoming obsolete insofar as rail
traffic is concerned. It appears that more and more of the passenger transport
area is being forced over to other means of travel and, unfortunately, in this
community we are not blessed with the mainland Canadian National Railways
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service. Bus travel appears to be the short haul mode of transport which has cut
into branch line passenger traffic. Express service and comfort are of necessity
restricted and meals, refreshments and sleeping accommodations are not suited
to long haul trips. The private automobile is also restricted to the more leisurely
summer time holiday trips other than those of short mileage. The stress of high
speed driving together with problems of overnight accommodation, meals, rest
and refreshment make driving somewhat unattractive to a good many travel-
lers. The Trans-Canada highway is still, and will remain for considerable time
quite a fearsome adventure to those travellers whose members include the very
young, the handicapped or the elderly. Twice during the past winter, portions of
the Trans-Canada and the international highways were impassable. The risk is
especially related to this area where a breakdown during extremely cold
weather could mean life or death within a few hours.

It would be redundant for this brief to recount to members of parliament
events happening within the last year which signal the increased tempo of
development in this country. This community and the area have been trying
with every conceivable effort at its disposal to participate in this development.
The retention and promotion of all transcontinental railway passenger and
express services operating on customer oriented schedules is a vital necessity for
a country such as Canada, and particularly for this locality. The railroad is an
ideal carrier, flexible to almost daily varying demands in traffic volume and
accommodation. It is serviceable in the ability to provide regular, dependable
schedules of operation unaffected by any kind of weather short of paralysing
proportions. The reduction of any part of the transcontinental transport system
could be a serious and marked deterrent to those investing, migrating or simply
touring in this or any part of Canada. The railway has made much in its
argument of the imbalance between operating revenues and costs, as they
pertain to the Dominion. It is respectfully suggested that, as the honourable
members well know, it would be an utopian situation where every large
company, every municipality and every government were able to operate all its
departments and responsibilities at a profit. The Canadian Pacific Railway has
many areas of profitable returns, some of which were bestowed upon the
company by this country as part of a carefully bargained agreement.

In conclusion and by way of an illustration as to the excellent service given
to this particular community in the past by the Dominion and the Canadian, it
must be pointed out that the two trains have been found a very convenient
mode of travel by businessmen, including managers of local branches of Toronto
based firms, civic officials, students, visitors, medical patients, and many others
in planning their Toronto or Ottawa trips. The Dominion, fully equipped and
providing excellent accommodations, left the Lakehead about 6:30 a.m. and
arrived in Toronto at 7:00 a.m. the following morning. A counterpart arrived in
Ottawa at the same time. This schedule gave the traveller an opportunity to
relax, prepare business and have a restful night’s sleep during the trip East. The
Canadian left Toronto at the close of the business day and arrived back at the
Lakehead at 2:45 p.m. well before closing hours on the following day. Similarly,
the overnight trip to Winnipeg, arriving in the morning and leaving that
evening for the Lakehead, without the necessity of stopover accommodation,
provided excellent service and advantage to local people.

Thank you gentlemen for your atfention.
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The VicE-CHAIRMAN: We want to thank you Mr. Thomson for your well

prepared brief. I hope you will allow some of the members to ask you a few
questions.

Mr. FAWCETT: Well I have only a very few questions. This period of the
year is generally slack; would you say at this time there is sufficient rail
passenger business for both the Dominion and the Canadian?

Mr. THOMSON: I do believe that, Mr. Fawcett.

Mr. FAWCETT: You mentioned bus service cutting into rail short haul
passenger travel; would you say that the traffic out of here would be mostly,
say, from here to Winnipeg or here to Toronto rather than short haul traffic?

Mr. THOMPSON: I do not believe that the volume of that traffic would be as
great as in the case of the Canadian and the Dominion.

Mr. FAWCETT: In other words, Mr. Thomson, you do not feel that, say, the
Canadian and rail liner service would be sufficient; you think that there should

be two trains, comparable to what they operated before, the Dominion and the
Canadian?

Mr. THoMPSON: I believe that, Mr. Chairman. Part of my argument is that
express facilities are important as well as passenger facilities, and I do not think
the day liner would serve that necessity.

Mr. FAwceTT: Well, I am glad you mentioned that because I was going to
ask you that question. There has been the odd time when they have not
mentioned this head end traffic service. That is all Mr. Chairman.

Mr. ReIp: Mr. Thomson, you mentioned in the first page of your brief that
cancellation of the Dominion would account for fifty percent of the CPR

passenger service. Do you have any idea how much this would be in terms of
national traffic capability.

Mr. THoMmsoN: I have no idea whatsoever. I would repeat that it is fifty
percent of the service offered by the Canadian Pacific passenger schedule.

Mr. REID: According to my rough figures, the cancellation of the Dominion
would work out to point eight percent of the total national passenger service
capability of this country. Would you say there is a sufficiently large number of
people utilizing this service now—these are 1964 figures—to justify this Com-
mittee ordering the Dominion back on the rails?

Mr. THOMSON: I do believe that Mr. Chairman.

Mr. REID: You made another statement on the first page, “The Canadian
has already shown signs of its capabilities being strained by passengers driven
from the Dominion.” Do you have any examples or evidence of proof of this
that the Committee might have? This is the first time we have heard of this.

Mr. THOMSON: Yes, I have personnal experience of this. In the middle of
December last year it was necessary for me to make a trip to Toronto. This is a
period of the year when there are exceptionally high volumes of traffic on the
road due to students returning home for holidays and so on. Even though the
dining car steward reserved a place for me in the third sitting of the dining car
schedule, I was unable to get into the dining car on the first evening out of
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Toronto, in order to get a meal. The dining car steward remarked to me at the
time that it was a hopeless situation, that he just could not cope with it. He was
extremely sorry. It was no responsibility of his, in my opinion.

Mr. Rem: This is a peak period thought, is it not?
Mr. FAWCETT: It was, yes.
Mr. REID: You would not say this is the situation all the time.

Mr. THOMSON: But, may I point out that specific train was especially geared
and had additional accommodation added to it in order to handle the traffic, or
supposedly to handle the traffic, which it could not. So you would think this
would be related to an ordinary schedule where the equipment would not be of
the same magnitude.

Mr. Rem: Fine, thank you, Mr. Chairman.

Mr. ANDRAS: Mr. Thomson, may I congratulate you too, for the presentation
of a precise and pertinent brief on a very important subject related to this area
particularly, I have just a few questions. Could you give us an indication of the
population of the two Lakehead cities of Port Arthur and Fort William, together
with the immediately adjacent communities which feed in one trading area?

Mr. THOMSON: Yes. The two cities would total about 95,000 people, and the
immediate area somewhere in the order of 130,000 to 140,000 people. The
trading area, Mr. Chairman, would be in the order of 250,000 to 260,000 people.

Mr. ANDRAS: We are talking in the immediate vicinity of the Lakead cities
of about 125,000 to 130,000 and in the general area of north west Ontario about
216,000 to 220,000 people, is that it?

Mr. THOMSON: Yes.

Mr. AnDRrAS: Now, one of the responsibilities, we have as a Committee, of
course, is to deal as best we can in this subject or any other with the local
problems and then we also have a national responsibility. As you are well
aware, over the last year, since the indication that the Dominion was going to
be discontinued, there have been a ream of protests right across Western Canada
particularly; there have not been a great number of protests in Eastern Canada
for which there may be reasons—one of those reasons, I think, is the question of
alternate transportation, which I want to come to in a minute. We have to make
recommendations finally that are in the best interests of the taxpayers and the
nation as a whole. The Canadian Pacific Railway has presented arguments to us
that this was a redundant service, that the passengers had left the train before
downgrading took place; in other words there was a diminution of traffic before
the diminuation of service occurred. They claim also that to reinstate or to have
unnecessary train passenger, service in their opinion, would be a misallocation
of resources in this country. They claim that they are losing a great deal of
money on the passenger train services, and then we get into, in due course the
question, if passenger train services that do not pay—that is, cover their costs,
and there is a great deal of argument about those costs going on—then of course
if a service is provided in the public interest rather than in the economic
interest of the CPR railway it should be paid for out of the taxpayer’s pocket in
the form of a subsidy. We have to weigh all these things; we have to be
objective about it, and go down the narrow path between useless services and



May 16, 1966 TRANSPORT AND COMMUNICATIONS 1147

necessary services. We eventually will build a picture from Vancouver through
to this final hearing, and the sum total of that picture will heavily weight our
recommendations. Now, in a city complex here, a trading area of 125,000,
supplemented by the northwestern Ontario population of 216,000, what alterna-
tive transportation do we have from the Lakehead cities in the way of air?

Mr. THOMSON: We have the smaller transports visit this area; of course, we

do not have the transcontinental Air Canada flights from Winnipeg, just the
local stop-over here.

Mr. ANDRAS: You do have Transcontinental connections though with Air
Canada?

Mr. THOMPSON: Yes. These are often taxed to capacity, I might say, and
bookings, at certain periods, are extremely difficult to obtain.

Mr. AnDprAS: Well as one who has to travel quite a bit on Air Canada
I can certainly confirm that statement. Now, we have about three flights a
day on Air Canada and we have one transcontinental passenger service a day,
and that is all, in an rea of 125,000 people immediately around here and a
surrounding area of 216,000. Is there any other Air Canada base for alternate
air transportation to hook up with Transcontinental operations in northwestern
Ontario.

Mr. THOMSON: No. Winnipeg is the closest.
Mr. ANDRAS: Winnipeg is how far from here?
Mr. THOMSON: Four hundred miles.

Mr. ANDRAS: So, the main centre on the west is Winnipeg, 450 miles away
and, on the East, Toronto, some 900 to 1,000 miles.

Mr. THOMSON: 950 miles.

Mr. ANDRAS: So, the alternative transportation seems to inadequate to
service an area this size?

Mr. THOMSON: Precisely.
Mr. AnNDRAS: I will have some more questions later, Mr. Chairman.

Mr. O’KEErFE: Do you know, sir, what is the need for additional passenger
services, quite apart from a desire to have such services?

Mr. THoMSON: What is my impression of the needs and the desires?

Mr. O’KEEFE: Yes, we know about the needs as you suggest to me, the
actual desire of the people to use their services?

Mr. THOMSON: Well I think now that the railroad does have a faster
schedule—or at least it did have at the time there was the two trains—it was a
very handy sort of schedule, as I pointed out in the brief, to the business man,
for instance, leaving the Lakehead this morning at 6.30, travelling all day on
the train, relaxing, an opportunity to prepare his business in Toronto and so on.
In these fast moving days at least it is a very vital thing to be able to arrive in
Toronto ready for the business day, to be able to conduct his business there, and
to leave Toronto again at the close of the business day.
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Mr. O’KEErFE: I can see all those advantages. The Dominion was not taken
off, because there were too many people using the service; it was obviously
taken off because there was not sufficient people using the service. So, do you
think the desire is now more than it was when the Dominion was on.

Mr. THOoMSON: But I think if you went back in the history of the Dominion
operation, Mr. Chairman, that you would find that at one time when accommo-
dation and the facilities were available on the Dominion that it was patronized.

Mr. O’KEEFE: Do you suggest that the desire is still there?
Mr. THoMSON: The desire is definitely.

Mr. O’KEEFE: Just another question, Mr. Chairman. At the top of page two
it says “It appears that more and more of the passenger transport area is being
forced to other means of traffic.” How is it being forced?

Mr. THOMSON: By not providing the accommodation and having sufficient
accommodation available on their train at the present time.

Mr. O’KEeEFE: Thank you, Mr. Chairman.

Mr. OLsoN: On page one you talk about the complete frustration of both
the passengers and the train crew with respect to some of the facilities that are
on the train. Mr. Reid asked you some questions about this, so I want to ask you
if you think that the present Canadian requires more dining cars.

Mr. THoMsoN: Well, in my own experience again, yes, I would say so.
There are times when the passenger capacity of the Canadian is so overloaded
that they could not possibly cope with the dining facilities.

Mr. OrLsoN: But just at times, not constantly or consistently throughout all
seasons?

Mr. THoMmsoN: No. As in most cases, accommodation is not available, and
who knows what the demand might be if it was provided?

Mr. OLson: Have you had any complaints from people in the Lakehead
area of people unable to get reservations?

Mr. THOMSON: Yes, I have. Many, like myself, prefer to travel by train; I
do. I spent five years in the air force and ground travel appeals to me.

Mr. Orson: Well, do you think that the passengers on the trains would
accept a different kind of service that may be a little less expensive to operate
than the present dining cars?

Mr. THoMsoN: Oh, I think the choice should be theirs, Mr. Chairman,
although people today seem to prefer the better type of service rather than
minimal service. I find no shortage of people who would like to travel first class.

Mr. OLsoN: Again, on page one you talk about express services in fresh or
frozen commodities and delivery of critical parts or material for industry is fast
becoming obsolete insofar as rail traffic is concerned. I would like to know how
important this so-called head end traffic on express service on the “Dominion”
was to this area?

Mr. THOMSON: I could illustrate that very easily sir, in view of the recent
truck strike I think this area suffered greatly from non-delivery of critical
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items in some cases. When our new craft mill was being built in Fort William
machine parts just could not be had, and that is all there was to it. We had one
personal experience, equipping our City Hall. We have a new City Hall in Fort
Williams—and we just could not equip it with furniture; it just could not be
had. I am referring also to adding machines, which are small compact items,
easily shipped by express. I am not speaking of the heavy freight furniture
right now. We had to wait until it arrived here and it took days, in fact, weeks
over the scheduled arrival.

Mr. Ouson: It is an unusual situation when you have a truck strike on;
that could hardly be called normal. Were you adequately served by high speed
highway transport when there was no strike on?

Mr. THoMSON: Well this is not so great a problem during the summer
months, as it is during the winter months. You have occasions when there are
days of delay in truck transport here.

Mr. OLsoN: Are there any products that are shipped by rail express or in
the head end traffic of the passenger class that are produced in this area and are
marketed through that mode of transportation all through the year? Have you
any examples?

Mr. THoMsON: Well, I do not know whether there are any that I can recall
offthand, sir. If I was given a moment, I probably could recall. Small wood

product manufactured item products such as plywood may be shipped on
occasion.

Mr. OLsoN: Well, on page two you say that it would be redundant for you
to recount the happenings within the last year which signal the increased tempo
of development in this country, and when you talk about the country I presume
you are talking about the area around the Lakehead.

Mr. THoMSON: And Canada, as a whole, Sir.

Mr. OLsoN: Oh, I see. Then you say this community has been trying with
every effort to participate in this development. Do you think that you have been
impeded to some extent because of rail transport?

Mr. THomsoN: I think this has had a marked bearing on it. It goes on, Mr.
Chairman, to the point where those people that invest in an area examine every
facet of an area very closely. They not only do it themselves but hire people
that are expert in these fields to do this. One of the things they look at very
carefully is the ability for a community to get its products to a market and to
receive other materials in this community for processing. Now, I do not think I
need impress on the Committee, Mr. Chairman, that this is vital to an area such
as this, when it is isolated from two important centres of Canada, Winnipeg and
Toronto.

Mr. OLson: Could you give us any idea of the percentage of annual growth
in population in this area recently?

Mr. THOMSON: I do not have it with me but I could supply it if the
Committee so desired, Mr. Chairman.

Mr. OrLsoN: For example, could you give us an idea of how much growth
you have had since 19607? Y
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Mr. THoMSON: Very, very limited.

Mr. OLsoN: And has transportation a bearing on this.

Mr. THoMsON: I would think it had a bearing on it.

Mr. Orson: Is it equal to the percentage growth in Canada?
Mr. THOMSON: I do not think so.

Mr. OLsoN: Thank you, Mr. Chairman.

Mr. MacEwaN: I have just one question here. There have been suggestions
in quite a number of our hearings that the Canadian Pacific Railway had
deliberately downgraded the service on the Dominion. Keeping that in mind
and having regard to page three, the last paragraph, where you say, “In
conclusion and by way of illustration as to the excellent service given to this
particular community in the past by the Dominion and Canadian . . .”, and then
you point out the convenience and so on. I take it you do not believe there was
any deliberate downgrading by the CPR of the Dominion service.

Mr. THoMSON: Not at that time, but since that time—I am speaking now of
years ago.

Mr. MAcEwAN: What years?

Mr. THoMSON: We may go back to 1954 and 1956; this was a period when I
was doing considerable travel on the Canadian Pacific Railway, so I am familiar
with it. After that the service just did not seem to be that good.

Mr. MacEwaN: Did you do any travelling on it after those years?
Mr. THoMsoN: Well, I have since 1962, yes.

Mr. MacEwaN: How often would you travel on the Dominion?
Mr. THOMSON: On an average three or possibly four times a year.

Mr. MacEwan: And you noticed a difference in the service during that
time?

Mr. THOMSON: Oh, absolutely.

Mr. MAcEwan: Finally, you believe that so far as this area, the area pointed
out by Mr. Andras, is concerned there is sufficient market here so far as
passenger service is concerned to warrant putting the Dominion on again. Is
that right?

Mr. THOMSON: I would believe that, sir. If it could be investigated that the
number of requests for accommodation could be kept track of or tabulated, and
I think this would bear this out.

Mr. MAacEwAN: Do you know from your own knowledge whether there is
sufficient demand?

Mr. THoMSON: Oh, yes, among those in my own circle, yes, I would say so,
Mr. Chairman.

Mr. MAcCEWAN: But you mentioned before that you thought if someone
looked into it they would find this would be true.

Mr. THOMSON: From my own knowledge, yes, I do.
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Mr. MAcCEwWAN: What is your position in the city?
Mr. THOMSON: I am city planner.

Mr. MacEwan: For how long?

Mr. THOMSON: Ten years.

Mr. MAcEwAN: Thank you.

Mr. CARON: Sir, you told the Committee that when travelling to Toronto,
even if you had your ticket, you could not go into the dining room because it
was not well organized for that. If, as they claim, dining cars are not a paying
proposition for the railroad, do you think that people would accept one meal,
like we have in a plane, prepared ahead and handed to them in their seats.
Could the full dining room as it is be dropped?

Mr. THomson: If I might suggest, Mr. Chairman, I think people accept the
type of meals you do get on aircraft because of the limited facilities there. You
cannot carry a full kitchen on an aircraft and they realize that. The period of
travel on aireraft is very short and no real inconvenience is felt. But on a train
they expect and are willing to pay for a superior type of service, and this
includes a good meal.

Mr. CARON: On a train it is also limited. It is not exactly the way it was and
now even with the prices they charge they claim that they are losing money.
Would it not be possible for the public to accept a little downgrading in the
meals, to have one good meal and the same meal for everybody?

Mr. THOMSON: Knowing the ingenuity of the Canadian Pacific Railway, I
am certain they could devise some method of providing top service for the
convenience of the passengers.

Mr. CArRON: And you would accept a one meal service for every passeﬁger?

Mr. THOoMSON: I might not be satisfied with it, but others may Mr. Chair-
‘man,

Mr. Rock: Mr. Thomson, you said before that the population of the two

‘municipalities is 95,000, the general area 130,000, and the trading area around

260,000, and you also said that there was a great desire for railway traffic. Have

you any figures as to the number of passengers that got off and on the Canadian
and the Dominion in this area in the past years, and up to date.

Mr. THoMmSON: No, I do not.

Mr. Rock: Then, how do you substantiate that there is a desire?
Being a town planner I would have thought you have had these figures
‘because I notice that all the way through from the west coast here none of the

‘mumclpalmes brought in these figures. Did you try to get these figures or is it

possible that these figures that are available are to the detriment of your case?

. Mr. THomMmsoN: No, I have not tried to get them, and I could not tell you
now whether or not they are detrimental to my case. I do not know if there is
any way of obtaining them.-

“Mr. Rock: Oh surely there is.

Mr. THOMSON: Where, if there is other than tabulatmg requests that are
made for accommodation on the railroad.

0) 3
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Mr. Rock: You always revert to the requests that have been refused saying
there was no accommodation. I am referring to those that were accepted as
accommodations, and these figures are surely available. What I would like to
know from you since you are presenting this brief, is whether you have looked
into the possibility of obtaining these figures, which may substantiate your case
that there is a desire. You seem to have built your case around the dining car
because you were on that one train where dining car facilities were wvoor;
. ..you said you were in the third batch or something and you could not get a
meal. I gathered the inference that because of this passengers do not want to
get on the train—that is, because there are no proper dining facilities, and you
feel if they had better dining facilities there would be more passengers. I
gathered your case was built up around the dining car. Do you think that if
they have better dining facilities that they will have more passengers or
something?

Mr. THoMSsON: No, Mr. Chairman, the point I am trying to make is that
the accommodation is not there, whether it is dining facilities, sleeping accom-
modation or chair accommodation, whichever you want. If I might just
illustrate, Mr. Chairman, in this matter of a request for accommodation, we will
say that two years ago—it may have been three years ago now—I did phone the
Canadien Pacific passenger agent in Fort William and requested a roomette on
the “Dominion” from Fort William for Toronto and was told that there was no
such accommodation available.

Mr. Rock: Yes, but was this on a specific day that you wanted it?

Mr, THOoMSON: No, no. It may have been on the 1st of December; it may
have been the 3rd of June—I do not know; I just cannot recall. Twice after that
I made similar requests for accommodation on the Dominion and twice again I
was told that this accommodation was not available. Now at that point I do not
request any further accommodation on the Dominion; I know that the Canadian
is available. But I know also that I have to book at least two to three weeks in
advance if I want a certain type of accommodation on the Canadian, whether it
be a roomette, a bedroom, a lower berth or what have you. And if I do not do it
then, then I will not get it, and I will have to use another means of transport
that is not satisfactory to me.

Mr. Rock: You spoke some time in December. You have to understand that
December is the Christmas rush period and possibly there was more travel. You
were making a request during the peak part of the season. We travelled on this
train and I walked right through from one end to the other and found that just
half of the cars were filled, and there were two coaches with no one in them.
So I do not see any desire in this area to fill up the coaches or to fill up the cars.
I have seen a lot of empty space throughout. When you say here that you are
sure there is a desire I would like to know how you substantiate that desire to
use the Canadian.

Mr. THoMSON: I can only speak from my own experience and the people I
am associated with who prefer to travel by train also.

Mr. Rock: Yes, but have they tried to get these accommodations at the peak
time when everyone wants them during Christmas time or when they want to
visit relatives in another part of the country during the Christmas season?
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Mr. THOMSON:. The point here, Mr. Chairman, is that the Canadian, if it
were to carry the additional passengers from the Dominion, could be expan-
ded—at least more coaches could be put on it or it could be retracted, coaches
taken off it, in order to satisfy periodic demand—and both trains can be run the
same way; in fact they were in the past run that way.

Mr. Rock: Do you believe them, in summing up that you feel that the
Canadian should run and also the Dominion should run?

Mr. THOMSON: I do.

Mr. CARTER: Mr. Thomson, I think in the answers you gave to questions by
Mr. Andras established the fact that there was no alternate air service to take
up the slack or fill the gap left by the Dominion. Could you, for the record, give
the committee some indication what service you get from the CN; what part the
Canadian National would play in providing service to this area?

Mr. THoMsoN: I have not travelled on the Canadian National Mr.
Chairman, but they run a branchline service. The mainline does not travel
through the Lakehead and I do not believe their train runs on a regular daily
schedule; I believe it is on alternate days, Tuesdays, Thursdays and Saturdays.

Mr. Carter: So that there is no alternate service so far as the Canadian
National is concerned?

Mr. THOMSON: None whatever.

Mr. CARTER: I gathered also from your brief that the Dominion suited this

area very well because of its schedules. Now, do you find the Canadian
schedules inconvenient?

Mr. THoMmSON: Well, it does. For instance, the Canadian leaves here in the
evening, arrives in Toronto at 5 o’clock the next evening. You have to stay over
that night whether you like it or not. It does not make a great deal of difference
to some possibly, but to others it does. You have wasted a day, in other words.

Mr. CARTER: With respect to passenger traffic, is it fair to assume from your
brief that the bulk of this traffic would be between Toronto and Winnipeg
rather than from Montreal to Vancouver, say. Would it be more regional traffic
than a continental traffic?

Mr. THOoMSON: I would think so. I would think that they would both be
equally important to Winnipeg and to Toronto.

Mr. CARTER: Just one more question. With regard to consummation of
sleeping accommodation, we have had a lot of evidence along the line that in
certain places you may try to book sleeping accommodation well in advance, say
two or three weeks in advance, but you could never get any satisfaction or any
confirmation until up to practically the last minute. Is that the experience you

have here?
Mr. THoMSON: I have found that on occasion, yes sir.

Mr. HowE: Mr. Chairman, Mr. Thomson, in a great many of the briefs we
have had presented—this question has been asked before but I would like
confirmation on it—there has been a suggestion that rather than the Dominion be
carried forward with its full complement of dining car and sleeping car facilities
that it might be more advantageous to cities in the area to have a fast
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daily type of commutor service between one city and another. What do you think
about that, or would you not settle for anything less than the Dominion?

Mr. THOMSON: In thinking it over now, Mr. Chairman, this might be
feasible between the Lakehead and Winnipeg, for instance, but between the
Lakehead and Toronto I do not think it would be a happy answer to the
problem.

Mr. Howe: Of course, that would not be possible. But I mean, between the
Lakehead and Sudbury, for instance, probably there are not enough people to
use that.

Mr. THOoMSON: I doubt it.
Mr. Howe: But you figure it might be feasible for the other area.
Mr. THoMSON: It might be, the short runs.

Mr. Howg: In answer to a question with regard to the necessity of
improved or continuing rail service, you gave an illustration of the recent truck
strike, and I notice in your brief you mention areas where there are times when
the highways are blocked and when the airplanes are fogged in. In other words,
you think that in some areas the Dominion should be carried on just to take the
slack when everything else fails.

Mr. THOMSON: This might be the answer to some travellers but I think
others would become more dependent on the railroad than they would on the
other type of service. For instance, if you have to be in Toronto for a conference
on Wednesday morning you want nothing to stand in your way of being there,
and on time. There is no use in arriving there a day late because the conference
is over. So you have to be certain of a good travel service.

Mr. Howe: Do you think that that demand would ever arrive at a situation
where the CPR could make a profit out of that type of service?

Mr. THOMSON: I think so, Mr. Chairman.

Mr. Howe: Of course we could go back in the days when passenger service
was really in the area where it might have paid, when about 28 per cent of the
railroad revenue was made from the passenger service. Now it has dropped to
about 7 per cent of the railroad’s revenue and the equipment is becoming more
expensive. Do you really think that in the face of this the passenger service
could ever make a profit for any of these railroads?

Mr. THomMsoN: I think if the railroad tries hard enough to entice the
passenger with modern and efficient equipment, the accomodation and the
service, that these passengers will use the railroad.

Mr. HowE: Well do you not agree with me that the CPR tried that back in
1955 with their great fanfare, when they brought in the Canadian and the
Dominion service and later on their fare saver program, and having tried it
they feel that it is something that they just cannot carry forward?

Mr. THOMSON: I am not an expert on railroad equipment, Mr. Chairman,
but it may well be that they did bring in the wrong type of equipment; I don’t
know. - yig ofny o esids of auosasianvh® Sussr sd ddnice 3
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Mr. Howk: I imagine the CPR would have investigated to the utmost
degree the type of equipment that was most modern, most useful, safe and
economical at that time; do you not think that they would have, or do you think
that at that time they did not get the latest equipment.

Mr. THOMSON: Well, the only scale of measurement that I have personally,
Mr. Chairman, is the Canadian National Railways which seems to be supplying
a superior type of service to its customers and getting along very well.

Mr. Howe: Mr. Chairman and Mr. Thompson, this was ten years ago that
the CPR went into this business. The CNR’s program has just been within the
last two years, and we will agree that tremendous technological changes in
new equipment. We understand in the airplane business that when a machine

becomes operational it is obsolete. Do you not think that the CPR made an
honest effort ten years ago?

Mr. THoMsoN: I daresay they did, yes.
Mr. Howe: Why would they slow it down then?

Mr. Teomson: I have no idea why they slowed it down. They cut the
service back. I might mention, when you get to the matter of airlines, that the
airline was built on a type of aircraft that cost somewhere in the neighbourhood
of $100,000. I think the latest type of aircraft which is being forecast for the
future will cost somewhere in the order of $25 million per copy. Now, it seems
it would take the airlines a long time to pay for that equipment, and I think it
will take the railroads a long time to pay for the type of equipment that
possibly they should be providing. As I said before, Mr. Chairman, I am not an

expert on transport equipment but it seems to me that if the demand is there it
should pay.

Mr. Howe: You spoke about the rate of growth in the area. Do you not feel
it was not the availability of transport service but the cost of freight and
express into these remoter areas where they had to get their manufactured
articles to the markets and bring in components for manufacture? Do you not
think this has more to do with it than the availability?

Mr. TeomsoN: It has a great deal to do with it, sir.
Mr. Howe: Thank you.

Mr. PascoE: Mr. Chairman, Mr. Howe asked my question but perhaps I will
just ask it again. On page two Mr. Thomson, you said the retention and
promotion of all transcontinental railway passenger and express service operat-
ing on customer oriented schedules is a vital necessity, particularly for this
locality. On the prairies it was brought out to quite an extent that they might
be partially satisfied with a day liner or a rail liner, and the suggestion was
between Calgary and Winnipeg. Could I ask you again, as Mr. Howe asked you,

about the attitude of the Lakehead toward a fast day liner service in place of the
Dominion.

Mr. THOMSON: Again, Mr. Chairman, I think for a short haul trip this
would be the answer, but for the longer term where night accommodation and
dining facilities are required I do not believe this would be the answer.

Mr. PAscoE: In regard to travel east then you do not think the day liner

would be of much use to the Lakehead.
24319—2
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Mr. THOMSON: No.

Mr. HyMmMEN: I have one short question and I appreciate the opportunity of
asking you this, sir, because of your position as a planner, knowing that
planners do obtain and correlate a great deal of information because of the type
of their operation. Now this Committee has visited many communities from
Vancouver to the Lakehead, we have had something like fifty briefs, and one
thing that keeps coming up all the time is the fact that the Board of Transport
Commissioners, in their hearings and decisions to allow the Dominion to be
eliminated, were not able to take into consideration public interest or what you
might call community need. Now if some facilities or financial assistance were
made available would it be possible in this community and any number of
communities from, say, here to Vancouver to determine factually what the
community needs in regard to passenger rail travel, head end express service
and some other things. Do you think this would be possible to determine—in
other words, to get away from the theoretical aspect of what you want but what
you need and what you should have. Do you think that would be possible?

Mr. THOMSON: I think it is possible to do that.

Mr. BELL (Saint John-Albert): Mr. Thomson, I have one or two questions
of a local nature but, first of all, I want to say, in answer to Mr. Rock’s queries,
that I feel this committee has some responsibility to obtain the different number
of revenue passengers at Fort William and other stops that we are examining. I
do not think it is necessarily Mr. Thomson’s responsibility because I do not
think he could obtain this private information from the Canadian Pacific
Railway.

I noticed in the Board of Transport decision on this matter of the Dominion
that they say both companies are being required for the first time and will be
required in the future to provide more information from their records as to the
passengers on and off the different areas. A quick look at the only brief or
statement that was filed in this regard indicates to me—1I do not know if it is fair
to interpret this—that at Fort William the passengers on and off appear to be
down somewhat for Ontario but they are certainly comparable with all the
western points we have mentioned.

What is your tourist potential here, Mr. Thomson? We have heard in nearly
every one of the cities we have been in that a great deal is being made of the
necessity of the Dominion or like service because of the tourist business this
summer and next. I would like to ask you how big your potential is tourist-
wise, and do you think the railway plays an important part in its future?

Mr. THOoMSON: I certainly do believe this is important to this area; in fact,
tourist trade is one of our basic industries here. We have many resorts in this
area; it has been described as the land of 100,000 lakes, not 10,000 lakes, and
almost every one of them that can be reached by any mode of transport at all
has some accommodation there for the fisherman, the hunter, or just the plain
vacationer. I believe the Chamber is presenting a brief, Mr. Chairman, and I
think they will go into this more fully with you. I have not the actual numbers
of tourists here, but I repeat, it is one of our basic industries.

Mr. BELL (Saint John-Albert): Well, I will wait and ask my questions of
them; I suppose it is more appropriate to ask the Chamber.
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In the winter time do you find the railways more reliable insofar as storms
are concerned. You mentioned that the highways are blocked from time to time

and I suppose it is important that you count on the railways for the necessary
service.

Mr. THOMSON: There are three seasons of the year that we do find them
more reliable and that is not only in the winter, when we are faced with snow
storms, but also during the spring and fall when weather conditions such as fog
and storms prevail. This is called Thunder Bay and it is not misnamed, believe
me. We have the Granddaddies of thunderstorms here.

Mr. CANTELON: I was rather interested in Mr. Thomson’s comment that it
may well be that they did not bring in the right type of equipment, and this is
something that has been concerning me too. Since you have been an air man
and, I suppose, have kept in touch with what has happened with regard to
transportation in the air, would you care to give any opinion what type of
equipment or what line of research the railways should have followed in
bringing in new equipment. I know that is really putting you on the spot.

Mr. THoMSON: If I may, Mr. Chairman, repeat that I am not an expert in
rail equipment, but it would appear to a layman such as myself that track beds
and rails are very expensive items and perhaps the railroad should be looking
at some other mode of carrying their passenger equipment, or rail equipment
for that matter. I do not know whether it should be monorail or some other
type of facility that would have less maintenance cost because I think this
would be a very heavy item. Then as to the equipment itself, it would seem that
light equipment, using materials popularly used by aircraft and different types
of motive power might be the answer to the railroads’ problem? I know they
experimented with diesel fuel and it satisfies them so far as their heavier
demands on their equipment, but whether a better solution could be found for
passenger equipment, I do not know, sir.

Mr. CANTELON: Well, the railways in other countries in particular have
done some experimental work in this connection; for instance in Japan they
have some very fast trains. I wonder though whether it is possible for us to do
anything of that part here because they have an enormously heavy density of
population and they move large numbers of people. What I am interested in
though is your contention that perhaps we could have lighter types of equip-
ment and new designed equipment. I think, again, it would be impossible for
the railway to do this unless this equipment were cheaper, could be operated
more cheaply and could move more cheaply.

Mr. THomsoN: If I might suggest to the committee, Mr. Chairman, speed
answers two problems; speed moves heavy volumes of people short distances,

but it also overcomes long distances and long distances is an important problem
in Canada.

Mr. CANTELON: You must especially feel that here because you are so far
from Toronto with a rather light population between yourselves and Toronto.

There is just one other thing I wanted to bring up, and you did give some
opinion of this. Do you think that the airplane style of meal could be used on

the train, and that it would satisfy the people?
24319—21%
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® (10.52 a.m.)

Mr. THOMSON: Well, this is something that would have to be decided by the
individual. I might say that it may not satisfy me and a good many people in
this room, but I know the meal on an aircraft does not satisfy me now.

Mr. SHERMAN: Mr. Thomson, in answer to some earlier questions you gave
the impression that the rail passenger business could be a paying proposition.
This premise flies in the face of a good deal of evidence and testimony that has
been compiled in various North American rail studies over the past several
years. But what I would like to ask you is do you think it matters whether or
not the rail passenger business is a paying proposition. If the demand is there
and if the service is required in a country like Canada is not rail passenger
transportation a necessary service whether its a paying proposition or not?

Mr. THOMSON: I believe this myself.

Mr. SHERMAN: Then you do not care whether or not it is a paying
proposition so long as somebody pays for it.

Mr. THoMSON: Right. I think I mentioned in my brief, Mr. Chairman, that it
would be a rather utopian situation if any large company or any government
could operate every department and every responsibility at a profit, or even
break even. But we all know, especially municipalities where we have to
provide public transport in our transit systems, that it is a losing proposition so
far as paying passengers are concerned. We just have to subsidize it though
because it is required and it is a necessity in the municipality.

Mr. SHERMAN: Well, but we may not have to subsidize it but perhaps the
CPR itself should subsidize it out of part of its corporate earnings.

Mr. THOMSON: Well, what I mean is that the municipality has to carry it as
a deficit operation.

Mr. SHERMAN: I have one other question, Mr. Thomson. In an exchange
with Mr. Howe you agreed with him that the CPR seemed to have made an
honest effort in the mid-1950’s to provide comfortable and adequate service
facilities. I forget the precise exchange of conversation but you agreed, in
essence, that the CPR rail passenger service of the mid-1950’s was certainly
adequate, if not even excellent. Mr. Howe then asked you why you thought they
cut it back and I believe your answer was that you had no idea why they did.
Do you think they may have cut it back because they wanted to get out of the
rail passenger business?

Mr. THOoMSON: I have been led to believe this due to their actions in these
years, Mr. Chairman.

Mr. SHERMAN: Thank you very much.
The CHAIRMAN: Mr. Rock do you have a very short question?

Mr. Rock: No, Mr. Chairman. Mr. Bell made a comment and, in that
connection, I just wanted to mention the fact that in the fourteen years I have
had in municipal council in the city of Lachine I know that, on occasions, this
municipality has presented briefs to the Commission and, in doing so, we have
always obtained figures of the passengers on and off in the Lachine area at the
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time. I dont believe that the CNR or CPR ever would refuse any of these
figures.

Mr. ANpRAS: Mr. Chairman, dealing first with the question Mr. Rock has
raised in connection with passenger traffic and the availability of figures, I have
before me now Appendix I to the brief submitted to us in Winnipeg by the
Province of Manitoba on Friday, and I do not think there would be too much
argument with the validity of the figures. For the record, they are compiled
from data reported by conductors on passenger train report IDP-352. This gives
the revenue passengers carried on the Dominion by conductors run.
Between Fort William and Winnipeg, for the year 1964, there were 33,843
passengers. Going East from Winnipeg: From Winnipeg to Fort William—and of
course when we mention Fort William we are mentioning the Lakehead because
the main station is there now—the traffic in 1964 was 38,481 passengers. I
submit, Mr. Thompson, that with the cancellation of the Dominion there has
been no alternative transportation supplied to the Lakehead to replace that
average of 36,000 people moving between here and Winnipeg, both ways, every
year. The year 1964 is the latest figures we have.

I submit that the only increase in passenger movement we have had from
the Lakehead cities is the upgrading of a Viscount to a Vanguard; in other
words, the addition of a few more passengers by the change in planes. But there
has been no significant bus or air service and some 36 to 38 thousand people
have been deprived of transportation that “The Dominion” supplied and that has
now to be supplied by the “Canadian” which confirms your statement that the
Canadian is being strained insofar as reservations and capacity out of here are
concerned. We just have not had any replacement for it in a city of 125
thousand people. To get this in the record, would you simply give me your
impression whether or not this is an accurate statement.

Mr. THoMmsON: That is absolutely correct, sir.

Mr. ANDRAS: I think we have one brief coming up from the town if Ignace
and perhaps the Chamber will be able to give us some information, but I would
like to get your reaction, perhaps speaking beyond the Lakehead cities for
northwestern Ontario. Could you confirm to me the reasonable accuracy of the
statement I am going to make, in that there are some 30 odd communities
between here and the Manitoba border that were serviced by the Canadian
Pacific Railway passenger service and that, in the cancellation of “The Domin-
ion”, which was a local train, there have only been two stops, I think, at the
most—and I would not vouch for the accuracy of this except that it is
approximate—added on the “Canadian” to replace the elimination of some 30
odd stops by “The Dominion” and perhaps some few flag stops. I ask you
whether you consider this to be adequate transportation for this area.

Mr. THOMSON: This, again, is obvious—it is not. And a look at the schedule
confirms the fact that these stops are the only ones that have been added.

This business of transportation out of these small communities is vital in
every respect to them.

Mr. ANDRAS: Do you consider in north western Ontario we have reached

any stage of adequate access highways for instance, to replace this movement of
people?
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Mr. THoMPSON: No, we have not.

Mr. ANDRAS: So it remains a very distinct and unique problem in this
area.

Mr. THOMSON: It is.

Mr. ANDRAS: Now Mr. Thomson, in your capacity as Town Planner,
perhaps you can give us some information on this other line, which is taking
another tack.

In the 1881 agreement entered into by the Canadian Pacific Railway with
the Government of Canada, certain concessions were made to the Canadian
Pacific Railway in the way of land grants and cash grants. This was done by the
Government of Canada mainly from the land assets of western Canada, not
eastern Canada. The purpose, of course, was very valid and that was to link up
the east with the west British Columbia and the Prairie Provinces. But the
provinces had no control over where these grants were made or even, in fact,
the act itself. Those concessions must—some of those land grants—must centre
around this area. How, for instance, have those concessions affected the cities of
Port William and Port Arthur?

Mr. THoMSON: In one way, they have not been carrying their fair share of
the tax load in the municipalities. For instance they give a grant to the
municipalities in lieu of taxes but this, I would venture to submit to he
Committee, would be less than 50 per cent of the actual tax burden of the
municipality, as applied to these lands.

Mr. ANDRAS: This would apply to both the Lakehead cities here?

Mr. THoMSON: Equally to Fort William and Port Arthur, yes. And to some
outlying municipalities too.

Mr. ANDRAS: Just one final question, Mr. Chairman. Projecting along the
lines that Mr. Sherman has started then, with all these concessions and with the
existence of the 1881 contract between the Government of Canada and the
Canadian Pacific Railway, stipulating that they would “for ever maintain run
and work efficiently the Canadian Pacific Railway”, do you not think there is a
valid case to look to the Canadian Pacific Railway for picking up a reasonable
portion of any deficits on passenger operations as compared with the Canadian
Government or the tax payer having to subsidize it all?

Mr. THomson: I agree with this wholeheartedly. This is where I pointed
out in the brief that the country did bestow on the company some benefits that
put it in debt to this country, in my estimation.

Mr. AnNDRAS: Thank you very much Mr. Thomson.

Mr. FAWCETT: In the statement, Mr. Chairman, I think there something was
mentioned regarding Canadian National passenger rail service out of here and,
just for the record, there is no passenger connection north, out of here, to the
Canadian National main line; they operate freights only.

Mr. THomsoN: There is a passenger connection, but it is just minimum
accommodation, a day coach I believe it is.
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Mr. FaAwceTT: Well it does not operate right through does it, it is a way

freight, it is a mixed train service, that is what I mean. It is not a passenger
train.

Mr. THOMSON: It is part of our general service.
Mr. FAWCETT: Thanks you.

Mr. CANTELON: Could I ask a question of the Chairman? Could we ask the
CPR to furnish us with the last time-table of the “Dominion”, when it was
going full strength.

Mr. THoMSON: I would have to take a look at that.
Mr. Rock: What was that question Mr. Chairman, please?

The Vice-CHAIRMAN: The time-table of “The Dominion” when it was run-
ning full strength.

Well Mr. Thomson this completes your inquiry and I want to thank you
and both cities for your excellent brief.

Well the next brief will be two briefs in one. There will be the Chamber of
Commerce of Sudbury district and the Lakehead Chamber of Commerce—both

briefs in one—and I would call upon Mr. Clow to come up here and read this
brief.

Mr. CLow: Mr. Chairman, gentlemen of the Committee, just before I sit
down I must explain to you that this brief was to be submitted by our
Chairman of Transportation, Mr. Stewartson, who has signed it and who has
prepared it, but unfortunately he was called out of town and I am pinch-hitting
for him this morning. He is unavoidably away. Therefore, I may not have done
as much homework as I should, although you may get a chance at me. Thank
you. The Lakehead Chamber of Commerce presents this brief as an addendum
to our brief to the Board of Transport Commissioners on October 27, 1965. We
stated at that time we could manage without the “Dominion”, with some
inconvenience. It now appears that such is the case and these inconveniences,
while annoying, are being circumvented both in passenger and express traffic.
Our main concern and one that is being brought more forceably to our attention
each day is that this type of thinking is being brought to bear on the
“Canadian”.

Since the “Dominion” was removed from service the “Canadian” has begun
to deteriorate in its class of service and its efficiency. It can only be presumed,
from our position at the Lakehead, that there is at the best, no firm interest in
passenger transportation within he CPR.

Unfortunately for the Lakehead, unlike Ottawa and Montreal, CNR track-
age here does not lend itself to 1st class passenger service, so no ready solution
such as theirs prosents itself. As stated in our original brief, authorities, should
be alerted in order that the “Canadian” will be maintained as a 1st class train
on regular daily schedule at all times. We believe it to be an obligation of the
CPR that such service be continued.

The Lakehead Chamber of Commerce, representing more than 1000 indus-
trial business and professional men at the twin cities of Port Arthur and Fort
William, doe not intend to try to impress the Board with masses of data on the
merits of retaining the “Dominion” in service. The Chamber of Commerce is
convinced that costs and revenues, as produced, give sufficient proof of the
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financial loss it entails. We have also found that the number of passengers
involved is not great in this terminal particularly.

‘We should, however, in the light of statements made by officials of the CPR
at various times point out this fact, that they would prefer to get out of the
passenger service entirely. We should therefore make a closer scrutiny of the
over-all picture.

As early as last year a minor CPR official in the west made a statement,
published in the press, that the “Dominion’ would be cut off this year at the end
of the summer. The Chamber realizes this is not to be construed as an official
company statement of policy. However, we do think it was certainly not just
idle talk in the light of this very thing taking place.

The Transportation Committee of the Lake head Chamber of Commerce
sympathises with the statement that deisels are needed for the grain haul and
certainly we are in favour of helping out this unhappy situation, where the grain
movement from the west is not enough to keep the lake ships busy. However,
at the present time, it would seem this argument followed the fact, rather than
being the prime cause.

We believe it is possible, but inconvenient, to get along without the
“Dominion” at the Lakehead. It will cause some disadvantages in passenger
traffic and it will cause a deterioration in express service, as has already been
shown. But these are not of a serious nature, at least at present. If the
“Dominion” is cancelled we come to a much more dangerous situation. With the
“Canadian” being the only passenger train of consequence operating over a
good portion of the system, and in particular in this area, all the various charges
against passenger traffic will be apportioned to that one train. In this we can
foresee a further more serious problem developing. The “Canadian” then can be
shown to be a very high cost train and subject to the same treatment as the
“Dominion” is now receiving.

The Chamber of Commerce is very definite in its position that the Board of
Transport Commissioners should be alert, in advance, to this situation in order
that the “Canadian” will be maintained as 1st class train on regular daily
schedule at all times. We believe it to be an obligation of the CPR that such a
service is contined.

This is respectfully submitted.

The VicE-CHAIRMAN: Thank you very much Mr. Clow.

Mr. CARTER: Mr. Clow, you make a point that in your brief to the Board of
Transport Commissioners you stated that you could get along without the
“Dominion”; it would be inconvenient, but I gather it would not be too serious.
And on page 1 of your brief at the bottom you refer to the fact that diesels were
needed for the grain haul. Were you weighing one against the other when you
came to that conclusion that you could get along? If you had to do without one
or the other you would prefer to do without the passenger service?

Mr. Crow: I believe this is correct that we were weighing the fact that the
grain haul is important to the Lakehead and that some ships—although it was
greatly over rated—were lying without a load in the Lakehead harbour and we
needed the trains here.

Mr. CARTER: So that actually you were making a choice between two
services; if you had to lose one, which you would rather lose, rather than
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making a statement that the “Dominion” was not too essential to your conveni-
ence and to the economic welfare of this area.

Mr. Crow: Probably we were weighing the inconvenience of the
“Canadian” against the economic welfare regarding the amount of traffic and
employment that would be created by the greater amount of grain that would
be handled here; and it probably was considered much more important. This, of
course, was last fall and it could continue again.

Mr. CARTER: Now, further down on the first page, you suggest that the
“Canadian” must be maintained on a regular daily schedule.

‘When you had one train only, before the “Dominion” and the “Canadian”
before they were separated and you had the double service—that train that was
running prior to this was that on a differnet schedule from the “Canadian” or
the “Dominion”. I gather when it came, on the “Dominion” schedule was most
convenient for this particular area. Before you had the “Dominion and
“Canadian” did the “Dominion” follow the schedule of the train you had prior
to that; that is what I want to get at.

Mr. Crow: As I understand it—I believe I am correct in stating this—the
“Dominion’s” schedule did not change. It was the “Dominion” formerly, it
remained the “Dominion” even after the “Canadian” came on and its schedules
remained the same, except for sleeping car services east.

One of the points of inconvenience, as far as the “Dominion” was con-
cerned, and I think it has been made already, but business men, both in
Winnipeg and here, were able to get aboard a sleeping car, which was parked in
our station, here in the evening, travel overnight and be in Winnipeg for
business the next morning, get back on the train around 6 or 7 o’clock in the
evening and do the same thing again coming back. But this is when the
“Dominion” was on and I do not think its schedule changed at all when the
“Canadian” came on.

This, of course, is not possible now and I believe a great number of people
travel by air on account of this. As a matter of fact, air traffic has probably
tripled. I understand from the local manager of Air Canada that their air
traffic is so fantastic now that sometimes they are unable to take care of it.

Mr. CARTER: Thank you Mr. Chairman.

Mr. FAwceTT: Well Mr. Carter, I think, asked the question that was in the
minds of everyone, including mine, Mr. Chairman, I will pass.

Mr. BoULANGER: Mr. Clow, you know by now that I am a strong public
relations man for Expo and, so far, I have been talking about it across the
country. As a member of the Chamber of Commerce I am surprised that you do
not even mention the importance of tourism around here too.

Let me ask you a first question. Have you any passenger service for

tourists, by boat, such as those coming from Montreal here? Have you any
special organization like that?

Mr. Crow: Mr. Chairman this, of course, has been a point with the
Chamber of Commerce rectnly and we did not mention it in this particular
part of the brief.

The CPR operated the “Assiniboia” and the “Keewatin” here but, due to
Government regulations, this service has been discontinued.
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We have had a great deal of representation from our own members locally,
particularly hotel people, that they suffer a considerable loss in revenue and in
business due to these boats having been taken off.

We have made representations to both the Government and the Canadian
Pacific Railway about this and the CPR state that the boats could not be put
into service to meet with the Board of Transport D.O.T. regulations without a
tremendous cost and therefore the passenger traffic and the traffic of these boats
and their age does not warrant this particular expenditure.

We, as businessmen, if this is the case stated, must agree with it. We must
accept the inevitable, so to speak. It is a great loss to us; and the tourist
business at the head of the lakes, I might add, is about a 25 million dollar
a year business at the present time. About 130 to 140 thousand American cars,
come in here and if you multiply this by 3.5, which is an average for those
cars, you will get about five hundred thousand people.

The tourist business is very important and we are now getting a great
number of requests regarding these boats. As a matter of fact I have seen
letters recently, from people in the States who are very sorry they are not able
to get on these boats to take this trip down the lakes.

Mr. BourLANGER: Thank you. My second question is this. You, of course,
being a representative of the Chamber of Comerce, speak a lot about—and it is
your duty to do so—the importance of business, trade, industry and businessmen.
But with the increased rate of prices on the “Canadian” do you not feel that the
class of people now being hurt most by this, are those in the lower income
bracket. We heard some complaints that the people who could now travel,
having a 40 hr. week and probably a month’s holiday, are the ones with
families, who had no other way out of here other than by train. Do you not
agree that they are the ones who are the most hurt right now?

Mr. Crow: I would think so, because the person who has to go, at the
present time travels by air from the head of the lakes.

This I will say, the person who must travel on that train,—someone
previously mentioned empty coaches on the train—I would think those people
would be hurt quite a bit; more than people such as business people who must
travel and therefore will go any way they can.

I would like to make the point that the “Dominion” being taken off also
curtails our postal service. It is now coming in by truck, I believe, and this
curtails our postal services, to a certain extent, and our express.

Speaking as a private individual concerned with express, the express
service into the head of the lakes at the present time is—I am sorry I cannot say
the word in public. It is very poor.

Mr. BOULANGER: One last question. Would you agree that the Chamber of
Commerce and important people like you, located in the Lakehead area, should
now try to make a very strong representation that for centennial year and the
EXPO, regardless of problems, including that of finance for the CPR that we
have heard about. A big campaign should be made right now in order to get the
“Dominion” or a special service back for Expo year, which is a Canadian affair,
you know. We must have people from here out there, because it is your Expo
too, you know.
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Do you think you should help me and help us to get the CPR back in its
job on that?

Mr. CLow: We would be pleased to have you in our Chamber of Commerce,
Mr. Boulanger. You are doing an exceptionally fine job for Montreal.

Yes, it would seem this would be quite feasible, that planning should be
made ahead and the country should have this sort of service, for the centennial

year particularly, where transportation will probably be at a tremendous
premium.

Mr. BouLANGER: Thank you, that is enough for now.

Mr. OLsoN: Mr. Clow, in response to a number of questions from Mr.
Carter you suggested that, in drawing up this brief that was presented to the
Board of Transport Commissioners on October 27th, that your attitude and your
opinion was conditioned by having to make a choice between accelerating the
grain movement and the value to you of the passenger service.

If you or the CPR had had ten more power units at that time, you may
have or probably would have, presented a far different brief because this is the
number of units that they claimed would be available to them with the
discontinuance of the “Dominion”. Is that correct?

Mr. Crow: This is quite possible, yes.

Mr. OLsoN: Well, at that time, the CPR claimed they had 1068 power units.
If they had had 1078 at the time then, of course, you would have presented a
far different picture than you did here.

At the time they also had 32 power units ordered and I think some of them
have been delivered and are in service at the present time. Therefore, if you
were writing a brief respecting passenger service for the Lakehead today,
bearing in mind that they have not obtained some of these power units, you

would not be weighing this in favour of those particular aspects of your
economy that are in here now?

Mr. Crow: If, after going into the facts and satisfying ourselves of this

particular condition, it is quite possible that we would not be weighing it that
way.

Mr. OLsoN: Thank you Mr. Chairman.

Mr. Pascog: Well, Mr. Chairman, since I have been here, I have heard quite
a few complaints about the cancellation of the passenger service on boats
servicing the Lakehead. Mr. Boulanger asked a question on that and I think Mr.
Clow answered quite fully. That is all I wanted to ask now.

Mr. Rock: Yes, I would like to continue on one question Mr. Boulanger
asked Mr. Clow and this is about the tourist passenger ships which your area
has lost because of the stiff Department of Transport regulations. Also, the
Montreal area have lost about 8 ships I believe, for the Saguenay cruise because
of the same regulations.

These ships were for years in service and, all of a sudden, there were new
safety regulations, which put them out of business. Do you feel that, before the
Department brought out regulations such as this, they should have at least
brought in an incentive program for properly reconstructed ships with a
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subsidy, so that the service could be retained; with reinforcement of the
regulations once the new ships were in service so that the tourist trade in
passenger shipping would be retained? Do not you think so?

Mr. Crow: I do not think I would like to comment on whether or not I
think so until having thought that over, Mr. Rock. Personally I do not believe in
subsidies.

Mr. Rock: You have answered quite directly there, thank you.

Mr. ANDRAS: Mr. Clow leading to the question of your antipathy towards
subsidies but facing the question of the passenger train service in this country,
there have been many indications, not only on the basis of the Canadian Pacific
Railways representations, but of American railways and others, that passenger
train service has always been a problem and an unpopular part of the
responsibilities of almost any railway. There has been indication that it is pretty
damned difficult to make it profitable.

The CPR, in fact, have presented evidence, on the basis of their cost
analysis, that they lost $24 million last year in passenger train service. There is
some argument about the exact amount of the figures and we, in this Commit-
tee, are probably going to have independent cost analysts come in and take a
look at that. And the reason for that is that there were other meetings of
committees prior to ours, there were personal reports, and so on, and the
Board of Transport Commissioners, themselves, have taken a different look at
the costs that come out of this type of allocation approach that the CPR
uses—this regression analysis and so on. So it is really a matter of opinion.

Somebody the other day posed a very interesting question that, in this
allocation of expenses throughout the various trains of the Canadian Pacific
Railway, if you took the same technique applied to the “Dominion”, and you
added up the total expense applied to the “Dominion” and to every other train,
on the same basis, you might interestingly come up with about 200 per cent of
the total expenses of the Canadian Pacific Railway for running trains.

I am not suggesting that this is fact, but it was an interesting thought and I
suggest it is really just a point of view on how you allocate these expenses.

Now, assuming anyway, that it still could be a deficit or loss operation and
assuming, also,—and most of us in this Committee I think, are convinced and I
am not begging a report Mr. Chairman—that there has to be an upgrading of
passenger service in the national and local interest, I ask you as a businessman,
and as the Chamber of Commerce President, who should pick up the tab on that
deficit, considering that the CPR did enter into a contract which uses the word
“forever”; considering that, as a result of grants and some pretty astute
management in CPR, they are in total with Canadian Pacific Railway, Canadian
Pacific Airlines, Canadian Pacific Investments and I am told their corporate
empire, the sum total of their operation is pretty healthy, pretty profitable. Who
do you think should pick up the tab, the deficit for the losses on passenger train
service that are required, assuming that we can establish that they are
required?

Mr. CLow: Mr. Andras, I am in a business where we very often have to
pick up the deficit ourselves. I am of the firm opinion that Canadian Pacific
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Railway contracted at an earlier date with the people of Canada to perform a
service for the people of Canada in return for certain concessions. These were
concessions of great magnitude, as we all know.

It would seem to me, as a businessman, that they are now trying to get out
of their contractual responsibilities. I, as a contracting person, am not able to do
this. If I have a contract with the CPR and it calls for me to perform certain
things for certain things, I must do this; my heirs assigns and so forth and so
on. Legally, I must do it. Therefore I feel that they are trying to get out of this

particular part of their contract, and I feel, if there is a deficit, they should pick
up the tab.

Mr. ANDRAS: Would you temper that very definite and direct answer, based
on the size of that deficit? Would the size of that deficit make any difference to
your attitude toward it? If for instance the deficits were $50 million instead of

their reported $24 million do you think they still should pcik up the deficit, and
within their corporate performance?

Mr. CLowg: Let me say this, I do not know anything about operating a
railroad, but I believe that their passenger service is very inefficiently run. I say
this as a person who has ceased to use it for the simple reason that I can never
get reservations because they have no way of making reservations like the
airplanes. On the aircraft you can get a reservation yes or no within five or ten
minutes. On the Canadian Pacific Railway you cannot get a reservation yes or
no within two or three weeks and right up to the time of the train. Therefore,
this is no good as far as people wanting to use transportation of that type is
concerned. I feel that in a business the size of theirs, and with the accounting
methods we have today, they can show any size loss they require to present any
picture they require. I believe this bears out what you just said. I think if they
want to show a loss on their passenger service it should be reflected in their
over-all picture, and from the price of their stock and the dividends, and so
forth and so on, I do not think that they are suffering too greatly.

Mr. ANDRAS: Mr. Clowe, moving on then to some broader aspect, there has
been considerable discussion, we have heard many representations during this
tour from Vancouver east, and indeed we had heard some suggestions along this
line before. To the effect that first, I think everybody agrees that we are facing
in this country the need for a co-ordinated national transportation policy of
some great depth. There has been the suggestion that the Board of Transport
Commissioners is to limited in its scope for this purpose. We have even had
some people suggest to us the consideration of—as has been described—almost a
super-board, national transportation board. As you may know, now we have an
Air Transport Board, which is autonomous; we have the Board of Transport
Commissioners, which is autonomous; and we have another one, the Maritime
Commission, which is autonomous. The thought comes about now that in order
for us to co-ordinate the best use of transportation services, there should be an
over-all board that sits in judgment over air, over highways, over water, over
rail, all related to transportation services in total, and this would include, of
course, passenger train services. I say that, to come back into the terms of
reference, Mr. Chairman, because I see you looking askance at me. This could
be a super board; it could be a pretty huge and very powerful operation. It
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could, for instance, if the terms of reference went far enough, say to a
community like the lakehead—well, the lakehead in its size is a little large for
this. Let us take a community like Schreiber or Marathon or Terrace Bay, any of
the communities that we know around here. They say, “well now look, you are
of a size that you cannot have the best of everything; we cannot give you Air
Canada service and rail passenger service, and good highways and bus service
and so on, so at your stage of development you would have this and this but not
that”. What would be your reaction to such a policy?

Mr. CLowe: This would seem to be sort of putting all your eggs in one
basket, if this board were purely autonomous and all the other boards were
governed by its rulings. However, it is no secret that I am a great booster for
unity and amalgamation, and therefore, I think that the better relationship you
have between these boards, the more liaison, a more efficient organization for
transportation could be developed throughout the Dominion of Canada.

Mr. ANDRrAS: Mr. Clowe, along that line, as you know, in Parliament I found
in my first term that many of the problems we have are aggravated by the fact
that there is provincial jurisdiction over certain matters and federal jurisdic-
tion over other matters. In the field of transportation, and along the line that I
am presenting here, highways, for instance, are under provincial jurisdiction,
and such a board to operate with the authority it might require, and this is just
a hypothetical thought at the moment, might have to ask the provinces, for
instance, to surrender a bit of their jurisdiction over highways in order to
co-ordinate this. Do you feel that in the national interest this would be wise or
otherwise?

Mr. Crowe: This might be so. Certainly, the municipalities have surren-
dered a certain amount of their rights over highways to the provincial depart-
ments in the past few years, and in the interest of better roads and better
transportation, it might be possible, sir, this sort of thing would take place
in a committee such as this, and they would surrender some of their responsi-
bility.

Mr. ANDRAS: One final question, Mr. Chairman, knowing northwestern
Ontario very well myself, and knowing that you also know it, knowing that we
are not developing our economy at the pace that we feel is possible, if we got
the right approach to it, do you think any diminuation of the movement of
people through this area should be permitted in terms of economic development,
if nothing else?

Mr. CLowE: No, this is one of our great problems, transportation, both from
passenger traffic, freight traffic and otherwise. You must have gathered by now
that we are really isolated as far as this is concerned, and we must not have a
curtailment of transportation in this area, if it can be stopped at all.

Mr. AnDRAS: Would you subscribe to the replacement then of the “Do-
minion” in its full consist during the summer months for tourism, and perhaps
relaxation of that or the smaller consist for the winter months, such as existed
say two years ago? !

Mr. CLowe: As I say, I believe this would be proper, although at the
present time I do not travel on the trains. Therefore, I cannot say how crowded
they are or how uncrowded, but I do know that during the summer time I

g




May 16, 1966 TRANSPORT AND COMMUNICATIONS 1169

believe it is very tough to get a reservation or get a room on the “Canadian”.
Therefore, I would take it from this that it would be necessary for tourists, with
the influx of tourism and tourists to have the “Dominion” on during the summer
months, when traffic is heavy, particularly, during Centennial Year.

Mr. ANDRAS: Is there not another factor that in this area we are trying to
build up the winter tourist business through skiing trips and so forth? Are you
aware of the evidence that has been presented to us that the Canadian Pacific
Railway has on many occasions recently refused to make any concessions for
group rates?

Mr. CLowE: I was not aware of this, although this winter tourist dollar as
far as this part of the world is concerned is becoming increasingly important,
and while the people come in from the south by the hundreds by busloads, I
believe it was tried to organize some train services here from the west, but it
was not successful. Well I do not know whether it was or not, but anyway this
would be a remarkable thing as well, because we have excellent winter sports
here.

Mr. ANDRAS: So that if all these extra avenues of additional traffic were
explored with a good promotional effort, similar, say, to the effort being put into
it by the Canadian National Railways, perhaps there could be some contribution
to our economy here, and also the railway would see a great deal of increase in
passenger revenue?

Mr. CLowe: I do believe so. As a matter of fact, I admire the Canadian
National Railways public relations and advertising department for the wonder-
ful job they have been doing on this particular thing. To a person like myself,
they brought to my attention that they are offering a super service, although
I have not had the opportunity to use it.

Mr. REID: I see time is moving on and I will be very brief. I was very
interested in your comment that you were personally opposed to subsidies, and
yet, if we continue passenger service on the CPR, and you suggest that it should
be picked up by the corporation as a whole, what you are really doing as a
potential freight shipper, is subsidizing passenger service instead of perhaps
getting the benefit of lower freight rates.

Mr. CLowk: This might be so, but the chances are we would not get the
lower freight rates anyway.

Mr. Rem: I think that is a very good point.

The VicE-CHAIRMAN: Mr. Clowe, I think that this completes the questioning
and I want to thank both the Chamber of Commerce and yourself.

Mr. FAWCETT: On a point of order, Mr. Chairman, I understand that the
Sudbury and district—

The CHAIRMAN: Just a moment, please; I am coming to that.

Mr. FAWCETT: Oh!

{ 'I“he CHAIRMAN: I would like to have a motion to have the brief of Sudbury
District Chamber of Commerce printed as an appendix to today’s proceedings.

Mr. FAWCETT: I would like to explain what I was coming to, Mr. Chairman.
This is addressed to “Chairman and Members of Board of Transport Commis-
sioners for Canada,” which I believe is an error; it should have been addressed
to us, coming from that area, I would just like to make this comment, I am
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sorry that there is no one here from Sudbury, because I see from looking at the
timetable that Sudbury does have a rail liner service in addition to the
“Canadian”, and it would be interesting to know what they think of this service
and whether it is sufficient to the west where they do cater to a tourist area. I
am very sorry that there is no one here to present this.

The Vice-CHAIRMAN: I believe this brief will come before a House of
Commons committee, and you will be allowed to take part in the discussion
then, Mr. Fawcett.

Mr. FAwWceTT: May I move that this be printed as an appendix?

Mr. Rock: I will second the motion and suggest that the words be changed
from “Chairman and Members of the Board of Transport Commissioners” to
“Chairman and Members of the House of Commons Standing Committee on
Transportation”.

Mr. FAWCETT: Yes, this was an error on their part, I am sure.
The VicE-CHAIRMAN: Agreed?
Motion agreed to.

The VicE-CHAIRMAN: I have a brief here, but I have nobody to represent
them. The brief is from Mr. Thomas Lynn the regional secretary, member of
National Communist Party, asking that this brief be tabled only. I took a quick
look at it , and there is nothing very serious in it. I would ask a motion to put
this brief. Moved by Mr. Caron, seconded by Mr. Byrne. There is nothing to it.
Mr. Caron, who is the seconder?

Mr. CARON: Mr. Bell.

The VicE-CHAIRMAN: Agreed?
Motion agreed to.

Mr. OLsoN: Mr. Chairman, this brief from the National Communist Party,
is that from Toronto or where is it from, the lakehead?

The VicE-CHAIRMAN: The North Eastern Ontario regional Committee of
Port Arthur, Box 845, Port Arthur, Ontario.

Mr. Rock: Does any name appear on the brief?

The CHAIRMAN: The name on this brief is Mr. Thomas Lynn. The next brief
is from the corporation of the Township of Ignace, and I would call upon
Madame Isabelle Neale, Counsellor and representative of Ignace.

Mrs. ISABELLE NEALE: Mr. Chairman, members of the committee and all
others present, previous to my reading of the brief I would like to give the
preamble that this is a copy of a brief which was presented at the hearing on
October 27 to the Board of Transport Commissioners. I am going to sit as I read
it, but I would like to stand if you do not mind. In view of the fact that this was
prepared last year and it was not intended to present it today; it was
co-incidental that we had it with us, and we were persuaded by a member of
the committee to present it today. I have with me a fellow councillor and our
reeve. At the question period it may be necessary that they would be in a better
position to answer some of the Committee’s questions than I am. With your
permission I would like to sit. Thank you.
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The VicE-CHAIRMAN: Is it agreed.
Some hon. MEMBERS: Agreed.

The VicE-CHAIRMAN: The Corporation of the township of St. Ignace.
Mrs. NEALE: No, Mr. Chairman, it is not St. Ignace.
Mr. CHAIRMAN: Township of Ignace.

Mrs. NEALE: For the benefit of the committee, Ignace spelled I-g-n-a-c-e, is
147 miles west of the lakehead on the trans-Canada highway. We are 70 miles
from our nearest doctor. With your permission, my name is Mrs. Isabelle Neale.
The Corporation of the township of Ignace desires to present this brief at the
Port Arthur, Ontario hearings on the above subject. Point one the Township of
Ignace is a small divisional point on the CPR main line in northwestern Ontario
and as such is concerned gravely about possible layoff of staff.

On page 3 of the summary of the evidence of the company, it is stated that
only 116 junior employees would lose their job at present. This seems low on
such a wide transcontinental system, but does this figure include auxiliary
employees such as carmen, station employees, ticket agent, etc. Consideration
should also be given to employees who have invested in the small communities
on the CPR main line, because their work required them to live there as rail
employees. This latter matter was also the subject of the commission into the
CNR run through at Nakina.

While alternative passenger transportation may be in existence at present,
such as buses, there is no known obligation on these carriers to provide daily
services. Should they discontinue passenger transportation or curtail it severely,
passenger transportation would become much more difficult.

Point three. It is noted that the sleeping and parlour car and dining and
buffet car revenues are grossly out of proportion with regard to expenses as
compared to revenues. It seems that great savings could be effected here by
reduction of this service which does not, except in July and August, seem to be
in much demand. The rail service with an increased, return mail service,
increased express service, could thus perhaps be continued and make the
expenses more nearly match revenues.

Point four. In the exhibit of the memorandum on revenues and costs, on
page 3, the mail revenue has ceased. This stopped in June of 1965. Since that
date, mail along the main line of the CPR west of Fort William, at least to
Winnipeg, has been exceedingly poor. It seems to take two days for mail to
reach from one intermediate point to another from the date of mailing. Quite
often, mail can take lesser time to reach across the continent or into the United
States.

When revenues from passengers were decreasing it seems strange that the
government should take away further large amounts of revenues from the rail
carrier, specially when a poorer alternate was provided. Point five. There
seems to be no question that the company should be compelled by the law
makers, the government, to provide grossly uneconomic service in the passenger
field. If so, the law maker should provide revenues instead of taking them away
as noted above. Also, if the passenger division is so uneconomic as it seems here,
and if passenger service is deemed to be in the common good for the country, a
federal subsidy should be provided. This is simply similar to the situation in

almost any municipality that operates a municipal bus system. The bus system
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must be subsidized because the common good demands that transportation be
provided for citizens who for various reasons require such common carriers.

Point six. It is noted from the passengers carried on the “Dominion” that in
1964, $1,702,727 in passenger fares were paid in July and August, 1964.
Cessation of this service at least in summer months would, it seems, cause, to
say the least, a very serious dislocation of service.

Point seven. In conclusion the company should not be expected to suffer a
continuing giant loss in providing a public service if such is demanded by law.
On the other hand, the public should continue to expect good, reliable service
for the reasons noted above. All of which is respectfully submitted on behalf of
the Township of Ignace.

With your permission, Mr. Chairman, I would like to add a footnote to this
prepared very briefly this morning. Existing Canadian train service is such that
it seems to be discouraging rather than encouraging passengers. The cost is
prohibitive as compared with alternate services. Care and courtesy to passen-
gers leave much to be desired.

In the express and freight area, this service is costly and slow. Perishable
goods arrive in poor condition. In an effort to give better services to the public,
alternate means are used. Highway haulage gives better service, but what is
this doing to the conditon of our highway. Please note that I say ‘highway’. We
have one. Costly road programs are carried out, but they do not stand up very
long to the heavy uses to which the Trans-Canada highway in this area is
exposed.

Ignace is a small community, established originally to serve the CPR
because of curtailment of CPR services, this community is fighting for survival.
We feel that some consideration should be given to protect the investment made
by individuals who have served the CPR faithfully for many years.

Mr. Chairman, committee members, the two people who are with me
presenting this brief are CPR employees, one of forty-six years service, the
other of twenty-three. They have invested in time and energy and money in
this community. This is the point that I bring to a climax. Are these invest-
ments of human interest to be thrown aside to think of the dollar. Thank you
very much.

The VicE-CHAIRMAN: Would you like to have one of your men answer the
questions, or are you going to answer.

An hon. MEMBER: She seems to be doing very well.

Mrs. NEALE: There may be some point so far as CPR is concerned, that
these gentlemen could answer better than I. I have been a resident of the
community for only five years, although a resident of northwestern Ontario
since 1946.

The VicE-CHAIRMAN: Could we call on the two gentlemen to come up too.
Mrs. NEALE: Mr. McNabb and Mr. Humphrey.

Mr. RED: Thank you, Mr. Chairman. I think I should point out to hon.
members of this Committee first of all that Mrs. Neale is the first lady we have
had appear before us to give a brief in English.

Now, Mrs. Neale, just to get things straight, Ignace is not a home terminal,
but a turn around point on the CPR. Is that correct?
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Mr. McNABB: That is right.

Mr. Rem: That is correct. Now, secondly, the question about the mail.

Are you aware that the CPR is carrying some mail on the “Canadian” at the
present time.

M. McNaBB: They are not carrying any to our knowledge. We have a
mail truck service out of the lakehead and eastward from Winnipeg where it
may originate. But it is the only guaranteed knowledge of mail service that
we have.

The CHAIRMAN: Could you come closer to the microphone Mr. McNabb.
Could you repeat that for the benefit of the Committee.

Mr. McNaBB: Gentlemen, at the present moment, to our knowledge, there is
no mail carried on the “Canadian®. Our service is bus service for our mail out of
the lakehead and east from Winnipeg I would say, Manitoba. That is our
distribution.

Mr. ReIp: In other words, the “Dominion” used to drop your mail off on a
daily basis, where as there is now no daily dropoff on the railway.

Mr. McNaBB: That is correct.

Mr. RED: And it now comes by Greyhound bus.

Mr. McNagB: No; it is a special bus by the postal authorities.
Mr. REID: A truck service, in other words.

Mr. MacnNaBB: Truck service.

Mr. RED: Now, Mrs. Neale, you said something in your brief about the CPR
being relieved of its contract by the government to carry mail. Are you sure the
CPR was relieved by the government or was it in fact a request by the CPR to
the government to be relieved of this contract?

Mrs. NeEALE: I am sorry I cannot answer this question. I do not have the
information.

Mr. McNaBB: To the best of my knowledge, this was a request by the
Canadian Pacific Railway to be relieved of this service. They, I think, asked for
that, but I do not think that the government postal authorities took this
concession away from the Canadian Pacific Railway on their behalf; the

Canadian Pacific Railway, to the best of my knowledge, asked for this conces-
sion.

Mr. REip: Would you say that this would be a step in the Canadian Pacific’s
plan to rid themselves of the necessity of carrying on this “Dominion” service?

Mr. McNaBB: To the best of my knowledge, it was proceedingly the first
step regarding abandoning the “Dominion” which was the train that at that
time was carrying the mail.

Mr. REm: I have a question on the trans-Canada highway, Mrs. Neale,
perhaps since you have not been in Ignace as long as Mr. McNabb. You may not
be able to answer this. How many times has that particular highway been

re-built to your knowledge sir. To my knowledge, it has been about five times.
24319—31%
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Mr. McNaBB: The trans-Canada Highway No. 17 through Ignace, our
vicinity, has never been completed because they are building from year to year,
and I do not think they will ever get it completed, because it is being torn up
faster than they can get contracts to complete it.

Mr. Rem: Thank you. Now, if the CPR moves out of Ignace, what will be
left? Will there by any economic base for the town to carry on? Is there any
tourist trade; are there any roads leading up into the hunting and fishing
country, are there any mines available?

Mrs. NEALE: For the benefit of those who are not familiar with the area, a
new highway was opened up just a few months ago to the north country. This
is the only other road in our area of Ignace.

Mr. REID: Where does this road lead to?

Mrs. NEALE: At the present time, it is going to Pickle Crow. I believe it is
the intent to extend this further and eventually link up in Manitoba.

Mr. Rem: I think I should tell you that that is going to be a long-range
intent if it is ever achieved.

Mrs. NEALE: Well, and in view of the fact that the mining area of Pickle
Crow is now closing down, it would seem to me personally that this is an
expenditure of money that is not going to bring the result that has been
anticipated.

Mr. REIp: Thank you; that is all my questioning, Mr. Chairman.

Mr. FawceTT: First, I would like to compliment Mrs. Neale as Mr. Reid did,
and to say that I am beginning to wonder why we have not had more presenta-
tions from ladies because they seem to do it so very effectively. I would ask this,
I understand you to say that Ignace is a turn around point for crews. Either
crews originating at that point, freight or otherwise?

Mr. McNaBB: Ignace is a divisional point between Kenora and Fort
William. We have crews coming out of Kenora, which turn around at Ignace,
and return to Kenora and likewise forward into Ignace, and return: This has
been going on ever since Ignace has been a terminal, possibly one of the major
terminals that exists between Winnipeg and Fort William.

Mr. FaAwcerT: Well, the point I wanted to make was simply this; there are
no originating crews there. It is not a home terminal if there aren’t any crews.
Is this correct?

Mr. DEMWAY: It is a home terminal for yard crews of which there are three
yard engine shifts through 24 hours of the day. That employs nine men plus one
relief engine, which employs three other men and then you have, of course, the
engineers and firemen also involved.

Mr. FAwWCETT: Yes, reference was made to Nakina. Nakina was a combina-
tion of home terminal and turn around point. It was a turn around point for
Hornepayne crews and also a home terminal for crews operating west out of
Nakina freight crews. Passenger crews, of course, ran through there. I just
wanted to get this clear because to put everything in its proper perspective. You
would also have, I understand, car inspectors and this sort of thing at Ignace.
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Mr. DEMmwAY: Well, we have car inspectors. They have taken off a lot of
our men. We only have one car inspector per shift now and it is getting down to
the bottom of the barrel.

Mr. FAWCETT: I just have one more question. What is your position on the
railway?

Mr. DEMwAY: I am a yardmaster with the CPR.

Mr. FAWCETT: I gathered that. You are wearing the same kind of pin that I
do. Thank you.

The CHAIRMAN: Mr. O’Keefe.
Mr. O’KEEFE: Mrs. Neale, may I first of all follow the other Committee
members and congratulate you on the excellence of your brief and also on your

lovely soft Scottish accent. It will be picked up on tape and will not appear in
cold black and white.

Mr. MACEwWAN: Coming from an Irishman, that is tough.

Mrs. NEALE: I am married to an Irishman, so I am accustomed to good
relations between them.

Mr. O’KEEFE: I notice you made a particular point of your road, your
Trans-Canada highway. May I suggest that we only this year in the province
that really made Canada a country from sea to sea, completed ours, and we are
celebrating that by a tremendous “Come Home Year” effort this year. That is
not the question Mrs. Neale. In your brief you suggested that the Company
should not be expected to pick up the deficit, to pick up the tab. Would you
Suggest who should?

Mrs. NEALE: Like a preceding gentleman, I personally do not believe in
Subsidy so it is rather a difficult position for me to support a brief which
Suggests this, contrary to my own personal belief. However, I believe it does
Suggest that the Federal Government pick up the subsidy.

Mr. O’KEEFE: Do you have bus service now in Ignace?
Mrs. NEALE: Yes sir, we do.
Mr. O’KEEFE: Is that a paying proposition?

Mrs. NEALE: Do you mean local bus service? No, no we do not have local
bus service; I am sorry. We have transcontinental bus service.

Mr. O’KEEFE: Do you agree with the premise that the consumer should pay
for what he consumes provided it is economically and socially feasible.

Mrs. NEALE: Yes, sir.
Mr. O'’KEeErE: Thank you.

Mr. OLsoN: Mrs. Neale, I was very interested in your brief because it gives
the viewpoint from a small community that appears to be in isolation somewhat
if the CPR withdraw some of this service. And you said there was no known
Obligation on the highway buses to provide service. I am very interested in that.
Is the bus service that you have not there under the obligation of a franchise?

Mrs. NEALE: I cannot answer this, sir. I do not have that information.
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Mr. OLson: That is fine. We can probably find that out anyway.

Mr. Rem: Well, perhaps I can answer that now. They do have a franchise
and I believe they are obligated to provide service to these communities along
the way.

Mr. OLson: Well let me ask you this. Is it seasonal? Do you have any
interruptions in the bus service for several days at a time, or is the highway
open all the time?

Mrs. NEALE: Yes.

Mr. OLsoN: One other point; Mr. MacNabb, are you retired from the CPR
now?

Mr. McNaBB: Yes, sir. I would like at this time to relate my position in
regard to what was mentioned by Mrs. Neale at the start of her presenting her
brief. I am a retired pensioner, we will term it, from the Canadian Pacific
Railway. I have served 46 years of my life working for the Canadian Pacific in
the capacity of a stationary engineer and shop foreman in the roundhouse
department.

Now, my service has been covered from the year 1917 when I first hired
out as a call boy in the traffic department. I was 15 years of age, and I received
for that a nominal fee of $50.00 a month, and in those days of 1917, we were
still 70 miles from a doctor, but they charged us a $1.50 which was taken off my
cheque every month for a doctor but we still never saw one. I have been reeve
of the municipality and I am starting my fifth year and in bringing to this
meeting our brief, as Mrs. Neale has stated, at the start, we at the present time
in Ignace are battling for our survival because the Canadian Pacific Railway
saw fit, when they were finished with steam and went to deisel, to destroy all
their steam equipment; the roundhouse was demolished and coal chutes and
what have you in regard to maintenance of steam. That meant a loss to the
municipality of Ignace of approximately $7,000, which was a terrible loss to us.
We were fortunate to be able to go tourist and now this is our only existence
with the exception of a skeleton staff. As Mr.Humphrey states this is all we
have left. On the termination of the “Dominion” well, as it was stated across the
country, there would be very few men laid off. But Ignace lost 11 residents who
were laid off. They in turn had to go to Winnipeg for a position in the shops and
in the car department, and the same at Fort William. That is our position.

Mr. OLsoN: Mr. McNabb do you have a long service pass on the CPR?

Mr. McNABB: Well, I can now throw it in the wastepaper basket. I have a
long service pass for 46 years of service. That entitles me to transportation from
to coast. It is impossible to use it.

Mr. OLson: Well you can get on the Canadian for half fare, can you not?
Mr. McNABB: Fare rate, yes.
Mr. OLsoN: Were you under the impression that this was a right as part of

your long service to the company; that it was part of your fringe benefits and so
on?

Mr. McNaBB: Yes, because normally it is thought a good many of the
people all across the country that this is a confession that is just given to
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railroaders and, in a sense, it formed a portion of our pay over our years of
service. That is one concession that is granted and it is, as I say, part of our pay
to have that pass.

Mr. OLSON: Only one more question. How do the people in your community
get to a doctor when they are sick?

Mrs. Ne1LL: By any means at all.
Mr. OLson: I am sure of that. But what do you use.

Mrs. NEmLL: I will be a little more specific. In the days of more adequate
passenger facilities we could use the train. In case of emergency we could get on
a freight, but now we run around and try to get anybody at all who will take us
to a doctor. This is how I know the condition of the trans-Canada highway
between Ignace and Dryden because I am pressed into this type of service
continually. Not only that, it is our closest hospital. We have people confined to
hospital; their families wish to visit with them, and there is no public
transportation suitable to take us to the nearest point for shopping, medical
services, professional, and business services. I am sorry I have to answer I do
not have this information, the only reason being that I have to go to either
Dryden, the Lakehead or Winnipeg to get constructive information. This, I find,
very frustrating.

Mr. BYRNE: Mr. McNabb stated, I believe, that the trans-Canada highway

has been either demolished or reconstructed about five times. Was this demoli-
tion in order to bring it up to trans-Canada standards or was it because it was

destroyed by the trucks.
Mr. McNasBB: Actually I would say it was demolished in our severe winters
and quick break ups possibly in the spring. Heavy transport has increased ten

fold since the Dominion has been out of service, and they are just pounding our
roads to pieces. Roads just will not stand up under that condition and that is

one situation that we are faced with.

Mr. BYRNE: Mr. McNabb, would the discontinuance of thg Dominion result
in more than several trucks operating to carry express which was normally
carried on the “Dominion”.

Mr. McNass: No, not reasonably so because as you all aware, the Canadian
Pacific Railway is not only in the passenger business and grain hauling; they
are in the truck business—they have fleets of trucks of their own—and their
advertising reads: ‘“land, sea and air”. They have increased considerably the

Number of trucks in their fleet.

Mr. BYrNE: Well then actually, heavy transport trucks are carrying other
than express that would normally travel on the Dominion.

Mr. McNaBB: Transport trucks have been put into service because of the
discontinuance of the trains that used to haul a nominal amount of this cartage
of cargoes and they are evidently over loading these trucks with stuff that

should be shipped by rail or going exclusively—

Mr. BYRNE: If the highway has been demolished at least five times, to your
knowledge, this was because of heavy transport trucks that operated long
before the Dominion came on.
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Mr. McNaBB: I would not say that because the Dominion carried freight
and other things. It is just normal additional business because of the construc-
tion that is going on across the country now.

Mrs. NELL: If I may add a comment, sir, heavy transportation on the
trans-Canada highway dates back to 1950, the time of the strike on the CPR
and it has gradually increased because it has been found that highway
transportation has given better service to the smaller communities. However,
since the apparent change in attitude of the CPR toward serving the public
there has been a great increase in highway heavy transportation, and in the last
4 or 5 years the greatest problem has been because no longer are there half
loading restrictions in the springtime at the breakup, when the frost is coming
out of the ground. This is not a local situation. This is a department of highways
regulation. On side roads there are half loading regulations. But when the frost
is coming out of the ground these heavy transports are continually running over
it and it breaks up the surface which has cost so many thousands and millions
of dollars.

Mr. BYRNE: But you would agree that since you are living almost right on
the trans-Canada highway many of these trucks are not for local services but
rather transcontinental services.

Mrs. NeLL: Transcontinental.
Mr. CArRON: What is the population of Ignace?
Mrs. NEILL: 862.

Mr. CARON: Then there is something else in addition to the CPR facilities
there.

Mrs. NeiLL: The CPR is the only industry. However, we do have some of
the staff of trans-Canada Natural Gas Pipe Lines living within the community.
We also have a tourist business during the summer months. Great Lakes Paper
has come in during the past two years.

Mr. CARON: Have you a paper mill there?
Mrs. NEILL: No we have no mill, it is a logging department.
Mr. Caron: It is a logging department.

Mrs. NE1LL: Yes. It has been there for several years but it has increased
greatly in the past two years.

Mr. CaroN: So if the CPR leaves there there is still something to keep the
local population busy.

Mrs. NELL: We believe that permanency of Ignace has been dependent on
the CPR because logging, as it is done in our area, is on a movement basis; the
people come with the attitude, “I do not have to move my family here because I
can commute to the various larger areas”. We do not feel there is too much
permanency in that. So far as trans-Canada Pipe Lines is concerned, there is a
degree of permanency, but they are being automated as well as other things,
and there may be a cut back. So, the investment that people have made can
be lost or merely be operated as a summer investment for tourist operation.
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Mr. Caron: How many people depend on the CPR for their living in
Ignace?

Mrs. NELL: My information is that there are no more than 150.

Mr. Caron: Thank you.

The CHAIRMAN: Mr. Sherman.

Mr. SHERMAN: Mrs. Neill, I was interested in your position on the question
of subsidies or the position that the town of Ignace takes, and to which you
subscribe. If T am quoting you and your brief correctly, I believe you Sugg‘?s?ed
and it suggests that in the case of a service like the late lamented Dominion

Passenger Service, if the service is unprofitable but necessary the township of
Ignace believes that a federal subsidy should be provided.

Mrs. NEiL: This is a suggestion made by this brief but I will point out that
in my presentation of this brief I made it known that this was a presentation to
the Board of Transport Commissioners on October 27, 1965. I was not in council
at that time and, therefore, in the presenting of it, I had no part in the
Preparation of it. Therefore, I am merely presenting it as past procedure; I had
nothing to do with the preparation of it.

Mr. SHERMAN: But at least at that time the township of Ignace felt that a
federal subsidy might be justified.

Mrs. NEILL: Yes.

Mr. SHERMAN: They might not necessarily feel that at the moment b1_1t they
did at that time, and you would assume that they still subscribe to that view.

Mrs. NEILL: Yes.

Mr. SHERMAN: While I am interested in that particular question, I wonder
why you, personally, feel that in this case that the burden should bg placed on
the Canadian tax payer in general. Is it because you do not feel that it would be
fair to place the burden on the freight shippers.

Mrs. NE1LL: T believe this point is included in the presentation with regard
to mail service. which is a federal department. I also believe that_ the rail
service, with ar; increased return mail service, increased express service, could
thus perhaps be continued to make the expenses more nearly mitel the revenue.
I believe this is pointing out the fact that the pas§enger service 1s los%ng money
but it could be compensated for by the continuance of the mail service,
increased mail and espress service so that there would be a better balance .and it
Would present a better picture on the overall ex;?ense and revenues in the
Presentation of the CPR. I believe this brief has circuled around the reasons
why the CPR is making it evident that they are losin‘g so much money that ?hey
have to curtail services which are not profit making, or at least financially
€conomical to operate.

Mr. SHERMAN: So the question of a federal subsidy would be a last resort,
not a first resort; you want us to examine all the other aspects of the revenue
Picture.

Mrs. NEILL: Well, in my understanding of this brief, this is a su_gggstion of a
Mmeans whereby the CPR could be persuaded that it would be in their interest to
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pay more attention to mail service and better express and freight service to
compensate and, therefore, there would not be the need to withdraw the
passenger service.

Mr. SHERMAN: But paying more attention to it does not necessarily admit to
a granting of a federal subsidy. That is what I am getting at. I just wondered
how strong your feelings and the township’s feelings are with respect to the
granting of a federal subsidy. It is conceivable, under your suggestion, that by
paying more attention to it, by harvesting those fields more clearly than they
are doing at the present time, they might be able to make the passenger
business almost compensatory without a federal subsidy.

Mrs. NE1LL: Yes, but, you know you are getting me almost convinced that I
believe in subsidies.

Mr. SHERMAN: You are getting me almost convinced that you believe in it. I
do not think that you and I should convince each other.

Mrs. NErLL: Coming back to the situation that we are discussing, I believe
that the different points presented could elevate it, plus the addition of a federal
subsidy, to make it at least profitable enough to carry on the passenger service.

Mr. SHERMAN: Thank you, Mrs. Neill. I will not labour the point. I would
like to ask Mr. McNabb, who has had 46 years with the CPR—I put this question
to you because Mrs. Neill says she has only been in Ignace for the past five or
six years—if he feels over the past decade the CPR has deliberately downgraded
its passenger service on the Dominion, and now on the Canadian.

Mr. McNaBB: Well, I would not care to comment extensively on that
question because—

Mr. SHERMAN: We have been told by railroaders in other parts of western
Canada that this has been the case.

Mr. McNaBsB: Let me put it this way; I could maybe go out and make that
statement but the question is to be able to prove it to this meeting because I
have not any sound ground to commit myself on that question.

Mrs. NE1LL: Mr. Chairman, if I may be permitted, I would like to answer
that question from a personal point of view. My gentlemen are not as
courageous as I am, but they told me of an experience that they had on a trip to
Toronto in March on municipal business. They were travelling in a sleeper and
a lady was thrown out right into the aisle because of the roughness of the train.
They can give you the details.

Just three weeks ago it was my privilege to go to Toronto on behalf of my
municipality but for cost reasons—I am Scotch and I watch my money, my own
and other peoples™—I drove to Sioux Lookout to travel CN to get a cheaper way
of travelling. Now I think this would answer your question. They are definitely
downgrading their service in the care they give, the courtesy they shout and the
fares they charge.

Mr. SHERMAN: Well, it does answer my question, Mrs. Neill. I thank you for
your courage and salute you for it. This is the point that I was trying to get at,
Mr. McNabb. I do not want proof from you. I just want a personal opinion from
you, as a railroader with 46 years of experience, and nothing to lose now that
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you are retired. Would you say that, in your opinion these services are being
deliberately downgraded.

Mr. McNaBB: We will come to this question now. Most of you gentlemen
are aware of the hungry thirties. Now the Canadian Pacific Railway ran these
four passenger trains they had at that time; there was a number three, a
number four, a number one, and a number two. There were four passenger
trains. Now they ran those trains at that time under a considerable loss. But it
was a known or advertised fact by some of these Canadian Pacific Railway
officials that the mail contract plus the express and everything at that time was
contributing partly to the cost of the maintenance of running the trains. They
were losing nothing. As I have stated, they first discontinued the mail contract,
and our express delivery was dropped to the extent that there was not the
proper staff to handle it. People were receiving destroyed goods and there were
claims and everything else. There was an article in the Winnipeg Tribune to
the effect that numerous conductors and personnel retired. Without having to
prove it, I would go along with that too; trains have been downgraded. The
condition of the trains is not up to standard. They are not paying any attention
to them.

Mr. BELL (Saint John-Albert): Insofar as the dependability and vulnerabil-
ity of your community on the railway and its future is concerned, may I ask if
discussions have ever been held between the company and your township
insofar as jobs, the future of the employees and possible transfers? What has
been the attitude of the company in this regard?

Mr. McNaBe: Well, in respect of our personnel in Ignace requesting such
information, they do not ask this kind of question because they know they will
not get any information. A lay off is bulletined and it. is effect.ive within
approximately 48 hours. That staff is automatically laid off without any
question, any excuse or anything. Consequently that has happened and lost
approximately 8 or 10 families, who had very short notice of the lay off. They
had to report to either Winnipeg or to Fort William to continue work.

Mr. BELL (Saint John-Albert): Would it not help your commu_nity to know,
insofar as possible, the future overall long term plans for the railway so that
you can decide whether things are really black, whether the whole township has
to face a very serious future, so you can make plans accordingly.

Mrs. NEILL: It would definitely help sir. In view of 'gh.e fact that government
departments require certain things they cost the municipal tax payer money,
and we would be putting out money that we would never get any return for.

Mr. ANDRAS: Mr. Chairman, Mrs. Neill, gentlemen; you have brought up a
whole new aspect of this program of eventual abandonment of passenger
service by the Canadian Pacific Railway. You would call Ignace a railway town,
would you not? How many other such railway towns can you name, say, in
northwestern Ontario similar to your own in this general aspect.

Mrs. NeLL: Possibly White River would be the only other one, it is the
north eastern area.

Mr. ANDRAS: Schreiber.
Mrs. NEILL: And, Schreiber.



1182 TRANSPORT AND COMMUNICATIONS May 16, 1966

Mr. ANDRAS: Then, across this country there would be literally dozens and
dozens of these communities that built up around the railway and, generally
speaking, are dependent on the railway as their main industry. Is this not
correct?

Mrs. NE1LL: I believe Ignace is unique in that it only has one road. There is
a bottleneck of passengers, freight and express between Winnipeg and the Lake-
head in view of the fact that the Lakehead is the head of the terminal of the
Seaway.

Mr. AnDprAS: Now that the Dominion had been cancelled if, for instance, in
some future date, four years, five years, ten years, the Canadian were cancelled,
what would be the situation in Ignace.

Mrs. NEmLL: A lot of us would be stuck.

Mr. McNaBB: That would just unload some more grief onto us, automati-
cally.

Mr. AnprAS: Could you survive.

Mr. McNaBB: Well, that would be questionable because as I say, at the
present moment, with the Dominion being taken off, thereby reducing its staff
there, we are not going to be successful in our tourist adventure. We in Council
of which Mrs. Neill is a very respected member, are going out and soliciting
tourist traffe, which is our existence.

Mr. ANDRAS: Thank you very much.

The VicE-CHAIRMAN: Thank you very much. If you have completed your
questioning, I want to thank both of you for the way you have answered the
questions.

We now have a brief from the Fort William Women’s Progressive Con-
servative Association. It is being presented by Mrs. Barbara Davenport, past
president, and also Mrs. Mary Hastings. A request has been made that this brief
be printed as an appendix.

Mr. THOMAS: I so move.

Mr. O’KEEFE: I second the motion.
Motion agreed to.

Mr. BELL (Saint John-Albert): Mr. Chairman, I think we should commend
these active political organizations for doing this. As I said out West, when
another organization from a political party—a lesser known one, I cannot think
of the name of it right now—was presenting a brief it is very worthwhile, in our
democracy, to hear these expressions of opinion from a political group.

The VicE-CBHAIRMAN: Before closing, I would like to put this letter on the
record. This person wrote to the clerk, mentioning certain views, and requested
an attendance before this committee. However, this was not present this
morning. The name is Mr. G. Douglas Morris, M.D., from Sandrock Pines,
Algoma, Ontario.

I also have a letter from Mr. W. J. F. Johnston, local chairman of Lodge
306, the Brotherhood of Railroad Trainmen from Fort William, Ontario.
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I have another letter here from Mrs. Mabel Romain, Secretary of the Grand
International Auxiliary to the Brotherhood of Locomotive and Engineers, North
Bay, Ontario. These letters sent out were returned.

Mr. Rock: Do you mean these people are not present here.

The VicE-CHAIRMAN: No, they are not present here this morning. I want to
mention a letter was sent to them and it came back.

Mr. Rock: Do you mean the letters were not delivered.
The VicE-CHAIRMAN: No.

Mr. Rock: You mean they were mailed to them to appear and they came
back. If so, they must have given the wrong address or something.

The ViceE-CHAIRMAN: All I can say is that the wrong address was sent to
the clerk. The clerk had the right address and the letters were sent to those
people and returned marked “wrong address”.

Mr. OLsoN: Just one point, Mr. Chairman, it is completely clear that while
they may not have been here this morning when you called for other briefs,
they are not here now, either. Is that correct?

The ViceE-CHAIRMAN: They are not here. They have not received the letters.
Well, gentlemen, this completes our inquiry and our tour.

I want to thank the committee for your support. Also, I want to thank
everyone that has presented a brief to this committee.

We will be guests of the City of Port Arthur for dinner, which will be held
at the same hotel we were at last night. We will be leaving the hotel at 3:30 in
order to arrive at the airport at 4 o’clock.

Mr. O’KeerFE: May I congratulate you for the excellent way you have
handled this committee during the last day or two.

The VIicE-CHAIRMAN: Thank you. Before you leave, I believe there are one
or two members who still have keys for the cars we had yesterday, courtesy of
Mr. Andras.

Mr. BELL (Saint John-Albert): Do not mention the names of the cars in the
Tecord.

Mr. ANDRAS: Mr. Chairman, before we adjourn, would it be in order for me
to record in the minutes of our proceedings the gratitude of members of this
committee to all those who hosted this committee during our sojourn in Port
Arthur and Fort William. I think the arrangements were appreciated by all
of us. T would like to mention the Lakehead Harbour Commission, the Lakehead
Chamber of Commerce and of course the Cities of Port Arthur and Fort
William,

The VicE-CHAIRMAN: I think we should move a vote of thanks to Mr.
Andras and the mayors of both cities for the way we were welcomed by these
two cities.
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APPENDIX “A-2"

A BRIEF TO
THE HOUSE OF COMMONS

STANDING COMMITTEE ON TRANSPORT
AND COMMUNICATIONS
Honourable Sirs:

The Sudbury and District Chamber of Commerce commends this Com-
mittee for their decision to hold public hearings on this question. Only in this
way, is it possible for the Committee to examine all the social and economic
implications and effects of such a wide sweeping change in the trans Canada
service of one of our Canadian railway systems. We regret that the Committee
was unable to schedule hearings in Sudbury. Unfortunately, our Chamber is
unable to be represented personally before you in your sittings in Port
Arthur. However, our views of this proposal follow.

It must be emphasized that railways in this part of Ontario play a more
significant role in the economic and social affairs of communities than in more
fully settled regions. The railways since their original construction, which
incidentally gave many of these towns their start, have continued to serve as
the main method of transportation for people and goods. In the short distance
from Sudbury west to White River, there are 17 communities that have no other
connection to the “OUTSIDE”.

Indeed, it must be pointed out that even such a basic social service as the
administration of justice is dependent on the Canadian Pacific Railway for its
ability to render judgment in such communities. In addition, there is a
considerable movement of commercial travellers who bring the availability of a
wide range of goods to these places. During the tourist season, the steady flow
of tourists, particularly Americans, is a clear indication of the attractions of this
region west of Sudbury as a mecca for hunters, fishermen and all who enjoy
the outdoors.

For the business and professional community in the Sudbury region, the
importance of convenient overnight rail passenger service to Toronto and
Montreal cannot be overemphasized. This is particularly important when the
vagaries of uncertain weather conditions during fall and winter make alternate
means of passenger movement less reliable.

We would like to comment on the Company’s arguments which indicate a
decline in passenger traffic on the Dominion. It is our considered opinion that
this decline may very well have been brought about by a planned deterioration
in quality of service and equipment. It must be clear that such a down-grading
of quality inevitably causes the travelling public to seek alternate means of
transportation wherever such may be available. For instance, the overnight
service from Sudbury to Toronto for which there is no alternative at present,
provides a supply of 16 berths, two compartments and one drawing room, to
serve a prospective transportation market of over a quarter of a million
persons.

a
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An examination of the passenger statistics supplied by the Company
indicates that the passenger traffic between Montreal and Toronto and the
Lakehead represents 44 per cent of the westward movement and 42 per cent of
eastward in 1964. In the first seven months of 1965, it still held up to 43 per
cent westward and 42 per cent eastward. Yet, this distance is only 34 per cent
of the total mileage served by the Dominion.

As a Chamber of Commerce, representing over 580 businesses in Sudbury
and District, we are most reluctant to see the services of the Canadian Pacific
train The Dominion curtailed, or removed, in so far as it serves the needs of our
citizens and those communities to the west of Sudbury.

However, should this Standing Committee concur in the railway’s applica-
tion, then we are most sincere in requesting that the Committee should take
Prompt action to ensure that appropriate alternative passenger transportation
facilities be made available to meet the requirements of our people and serve
their economic needs.

Respectfully submitted,

A Godfrey,

President, Sudbury and District
Chamber of Commerce.
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TO THE STANDING COMMITTEE ON TRANSPORT AND
COMMUNICATION

Some Thoughts on Protest of Government Action to Discontinue Daily
“Dominion” Service for CPR.

Here in North Western Ontario we find a transportation situation which
may be termed unique for the province. Because of our geographical location
and based in part on the history of our development, stretched as it is along a
thin line of rich yet lonely land, we find a sense of pioneering still present in
the hearts and lives of the men and women who live along the line of the CPR.
Such names as Raith, Bonheur, Raleigh, Dyment, Dinowic, Wakegoon, Ver-
million Bay, Keewatin, Lowther all have a place in the growth of the north,
pushing back our great frontiers by the hard work of their people.

These honest people, by their labour and steadfast determination to build a
greater Canada here on the population fringe, find themselves dependent on the
contact that only the Dominion passenger train service can give them, to the
outside world. It may well be that these brave persons do not use CPR services
to any great degree, but they must retain the assurance that it is there; for use
in emergency, and when transportation, lacking by road or air, is needed.
Herein lies the responsibility of your company to Canada and her people.

We cannot stress too strongly our feeling that this very real and very large
obligation to the public is rooted deeply in the initial stages of Canadian railway
building. It was then that the Canadian people through their government
leaders, financed this rail-building programme with land grants of considerable
size all across the country. Here in our city we still find a large and commer-
cially valuable acreage of land tied up and dormant—property of the Canadian
Pacific Railway.

Does the company not then realize that there is some debt of repayment
still owing to the people? Surely in services, if not in cash, could this repay-
ment be made in part.

Here in Canada we find the two main rail lines, both private and public,
heavily subsidized by the taxpayers’ money. Here is a private company using
these subsidies to declare dividends on the company shares. Is this realistic?
Why should the Canadian public be asked to provide substantial subsidies when
we are not to be given service?

May we suggest that with a wise reassessment of the property holdings of
this company in certain areas and greater consideration of the needs of those on
the frontiers of our country, the interests of this great country, on the eve of
her one hundredth birthday, can be more happily met.

Mrs. Mary Hastings,
Mrs. Barbara Davenport,

for Fort William Women’s
Progressive Conservative Association.
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MINUTES OF PROCEEDINGS

FripAY, May 27, 1966.
(30)

The Standing Committee on Transport and Communica@ions met at 9:50
o’clock a.m. this day. The Vice-Chairman, Mr. Lessard, presided.

Members present: Messrs. Allmand, Byrne, Cantelon, Carter, Deachman,
Fawcett, Horner (Acadia), Hymmen, Lessard, Olson, Pascoe, Reid, Rock,
Saltsman, Southam, Thomas (Maisonneuve-Rosemont)—(16).

Also present: Mr. Orlikow.

In attendance: Mr. J. J. Frawley, Special Counsel for the Government of
the Province of Alberta.

The Committee resumed its consideration of the subject-matter gf the
adequacy of the present program and future plans for passenger service on
the lines of the Canadian Pacific Railway.

The Vice-Chairman opened the meeting.

On motion of Mr. Rock, seconded by Mr. Reid, : .
Resolved wunanimously,—That a representative of United Aircraft of
Canada Limited be called before this Committee.

The Vice-Chairman then invited Mr. Frawley -to rezjld his brief: Mr.
Frawley’s examination was commenced. Since the examination of the witness
could not be completed on account of the fact that the Committee had not
been granted leave to sit while the House is sitting and because the bells rang
to announce the opening of the House, on motion of Mr. Olson, seconded by
Mr. Cantelon, it was

Resolved unanimously,—That Mr. Frawley be recalled at 11:00 o’clock
am. on Tuesday, May 31, 1966.

At 11:00 oclock a.m. this day, the Committee adjourned until 11:00
o’clock a.m. on Tuesday, May 31, 1966.

Maxime Guitard,
Clerk of the Committee.
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EVIDENCE
(Recorded and Transcribed by Electronic Apparatus)
FripAY, May 27, 1966.

® (9.40 am.)

The VIcE-CHAIRMAN: Gentlemen, I see a quorum. We have a brief this
morning from the special counsel for the government of Alberta and without
delay I would invite Mr. Frawley to come forward to read the brief.

Mr. Rock: Before we proceed with the reading of this brief I would like
to make a motion, if possible, because I have to make up a quorum in the
Veterans Affairs Committee. I would like to make a motion to invite represent-
atives of United Aircraft to appear before the committee. I was asked before
by the Chairman to make contact with this people—this was about two months
ago—and they said they would be pleased to come, if they were invited. I
think it is of the utmost importance to invite these people. They have created
this new fast train, and I think the CNR have just issued a $10 million contract
for five trains for their run between Toronto and Montreal. I think it would
be of interest to this committee to know more about the technical know-how
and we can do that by getting information from those people. I would like a
seconder for my motion.

The VICE-CHAIRMAN: We will take careful note of your request.

Mr. Rock: I believe, Mr. Chairman, it takes a motion to invite them, so
I would like to make a motion to that effect, if I have a seconder.

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

Mr. JAMES JosEPH FRAWLEY, counsel for the government of Alberta: Mr.
Chairman, I presume, in line with custom, I should state my name. My name
is James Joseph Frawley. I reside in Ottawa, where I have been for some
Years counsel for the government of Alberta. I am a member of the legal staff
of the province of Alberta. If it is the wish of the committee I will read the
brief through. It is not very long and perhaps that might be the most expedi-
tious way of disposing of it.

The Province of Alberta has filed an appeal under Section 53 of the Railway
Act against the judgment of the Board of Transport Commissioners which, in
effect, confirmed the action of the Canadian Pacific Railway in discontinuing
the “Dominion”, one of its two transcontinental trains. Our appeal seeks the
Testoration of the second transcontinental train and contains observations and
Submissions of a general character concerning the position of the Canadian
Pacific in the matter of passenger service. In line with the Terms of Reference
of this Committee, this statement will be directed to a brief discussion of the
general subject of the present and future plans of the railway for passenger
Service and its obligations with regard thereto.

1191
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It may be difficult to avoid some reference to the particular matter of the
“Dominion”, which is the subject of our appeal to the Governor General in
Council, but I desire to assure the Committee, as I have done, of the objective
of this statement.

Our first proposition is that the proof offered to the Transport Board in
reduction or discontinuance cases to establish that passenger service is a
deficit operation is inadequate.

The Railway makes the assumption that it is allowable, in applications
to reduce or discontinue passenger service to treat the passenger service as a
separate operation in so far as revenues and costs are concerned. In our view
this is an unacceptable assumption.

During the 12 years of freight rate increase cases—from 1946 to 1958—
the Canadian Pacific included what was called passenger deficit as an item
of expense charged against freight revenues as part of its evidence to establish
the need for an increase in freight rates. The provinces consistently protested.
The board consistently approved the practice. In those years, the cost of
operating passenger trains and services was determined by the application of
a portion of joint freight and passenger costs upon an arbitrary allocation
basis.

In the “Dominion” case, Canadian Pacific introduced the “regression
analysis” technique into its costing procedures to establish that the train
was operating at a loss. “Regression analysis” was used—for the first time in
transportation costing, so far as we are aware—in the investigation by the
MacPherson Royal Commission into the cost of moving grain to export positions.

The Canadian Pacific presented to the MacPherson Commission an out-of-
pocket loss of $17 million for 1958, the study year. Cost analysis retained by
Manitoba and Alberta challenged those results and in their counter-analysis
found an excess of half a million dollars of revenues over out-of-pocket
costs. The Commission staff apparently was more persuaded by the cost opinions
and findings of the Manitoba-Alberta analysts because the Commission Report
sets the 1958 Canadian Pacific export grain carrying result not at minus $17
million, not at plus $500,000 but at minus $2 million.

These results are brought to the attention of the Committee to indicate
that sophisticated costing techniques put forward by quite competent cost
analysts can be seriously impaired when subjected to critical attack by equally
competent experts called in the opposite interest. If the costs put forward to
show a deficit position for the “Dominion” were subject to a critical counter-
analysis, as was done in the case of the Crowsnest grain, the result in our view
would have been a different one.

It is true that the staff of the Board of Transport Commissioners critically
examines the cost figures submitted by the Railway and did so in this case.
But quite obviously the Board’s staff are not “in opposite interest”. It is our
view that in proceedings as important as the case of the “Dominion” the
‘“opposite interest” must be represented and facilities made available which
would insure a critical analysis not only of the railway costing procedures
but of railway practice generally. Such evidence would be presented to the
regulatory tribunal by cost experts and other experts retained to represent
the users of the utility. The Committee might find it profitable to examine the
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practice before the Interstate Commerce Commission and the Federal Power
Commission in the United States.

Our appeal to the Governor General in Council calls attention to what we
regard as some important infirmities in the cost evidence presented to the
Transport Board but as we appreciate the situation, the Committee is more
concerned with the general policy and attitude of Canadian Pacific toward
passenger service and this Statement will address itself to that position.

If, upon adequate evidence of passenger train earnings and passenger train
costs—after both have been thoroughly scrutinized by the kind of examination
which the movement of Crowsnest grain received at the hands of the Manitoba-
Alberta analysts in the MacPherson Royal Commission—it should be established
that Canadian Pacific passenger operations are deficit, other important con-
siderations arise which, in our respectful submission, this Committee must
review. I refer to such matters as: unilateral reduction in service; increases
in fares; attitude of Canadian Pacific and its senior officers toward passenger
business; the nature and extent of Canadian Pacific’s contractual obligation
to carry on passenger services.

The loss in the earnings of the “Dominion” was the direct consequence of
“downgrading” the train from a fully-equipped transcontinental train to a
“train” consisting of an engine and two day coaches. The complete elimination
of sleeping car service and meal service made the so-called train highly un-
attractive to any but short haul day-time passengers. The inevitable conse-
quence of this unilateral action was a serious reduction in earnings. We say
those losses were self-inflicted. It is the Committee’s responsibility to make
a determination.

As a foot note to the foregoing comment the Committee may wish to con-
sider whether the Railway Act should be amended to require that a railway
must obtain the prior approval of the Board to a reduction in passenger train
service. Section 168 of the Railway Act reads as follows:

The company may abandon the operation of any line of railway
with the approval of the Board, and no company shall abandon the
operation of any line of railway without such approval.

The section does not require the prior approval of the Board where the rail-
way discontinues passenger services in whole or in part. And associated with
that observation, we query whether the Board under the provisions of Section
315 should not have made enquiry upon its own initiative as to the justifica-
tion of the yearly reduection in service to which the “Dominion” was subjected
commencing in 1960. ‘
The Committee has been told about the increases in the Canadian Pacific
fare structure. We will do no more than set down these random examples:

Calgary-Edmonton:
Canadian Pacific—$9.70 (increased on August 1, 1965 from $7.40)

Canadian National—$4.60
Fort William-Winnipeg:

Canadian Pacific—$16.50

Canadian National—$9.00
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Toronto-London:

Canadian Pacific—($5.75 (increased on August 1, 1965 from $4.40)
Canadian National—$2.90

The policy and program of Canadian Pacific in the matter of passenger
services is to be seen in the evidence given by Canadian Pacific senior officers
in the hearings of the Transport Board in the “Dominion” case.

The first is Mr. Warren, General Passenger Traffic Manager who, at page
5423 of the transcript, told the Board that if, as, and when the “Dominion”
were discontinued, the so-called “tours” business from the United States would
be turned over to the Canadian National at Winnipeg.

And secondly, Mr. Emerson, the late President, at page 4940 in answer to
a suggestion that the Board would soon be asked to approve discontinuance of
the “Canadian” replied that Canadian Pacific was not “planning on it this
year”. When it was pointed out, page 4940, that the “Canadian” was losing
“somewhat more” than six or seven million dollars a year Mr. Emerson com-
mented: “One step at a time. We will solve one problem at a time”.

We desire to bring to the Committee’s attention the policy and program
of Canadian National Railways in the matter of passenger service. So as not
to extend this statement unduly, we would merely refer to two obvious con-
siderations in that regard: Canadian National’s advertising campaign; and
reduced fares structure.

It was suggested in evidence before the Board that Canadian National is
“not. ..so concerned with the result” (as Canadian Pacific) (page 4926). That
is to imply that because Canadian National is financed by the national treasury,
its officers are not greatly concerned whether its passenger operation is prof-
itable or unprofitable. Alberta does not accept that implication. On the con-
trary, it is our view that the policy of Canadian National is founded upon the
belief of management that profitable passenger business can be attracted if
service is improved, not downgraded; fares are reduced, not increased; and an
intensive and continuous advertising campaign is undertaken.

An interesting inter-departmental comparison is the attitude of Canadian
Pacific toward competition in freight service. When competing forms of trans-
port threaten freight revenues, does Canadian Pacific abandon the traffic or
downgrade the service to make it even more vulnerable to highway transport
or air cargo? On the contrary, bold, imaginative techniques are adopted to hold
or regain the traffic. Piggyback, widespread use of agreed charges, and all the
other devices initiated by ingenious freight traffic officers are put into effect.
The healthy state of Canadian Pacific’s freight revenues indicates the dividends
paid by aggressiveness. Alberta refuses to believe that the Canadian Pacific
could not successfully operate a second fully-equiped transcontinental passenger
train. We respectfully suggest that the Committee examine, among other things,
the respective advertising budgets of Canadian Pacific and Canadian National
passenger departments.

Now I turn to the Agreement of 1880. Alberta suggests that it is of the
greatest importance that the Committee examine the contract made by Canada
with Canadian Pacific in 1880 and confirmed by the statute, Chapter 1 of the
Statutes of Canada, 1881. The core of the contract cannot be more concisely
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described than it was in this passage from the remarks of Mr. Crump to the
annual meeting of the Company on May 4th of this year:

On his return, Sir John resumed negotiations with Stephen and his
associates and finally, on October 21, 1880, a contract was signed. Under
that contract, the line was to be built entirely in Canada and was to be
completed by May 1, 1891; the government was to build the portions
from Port Moody to Kamloops and from Fort William to Winnipeg, and,
on completion, these portions were to be turned over to the Company;
the Company itself was to build the portions from Lake Nipissing to
Fort William and from Winnipeg to Kamloops; a land grant of 25 million
acres and $25 million in cash were to be made as consideration for the
assumption by Stephen and his associates of full responsibility for
building the line and operating it in perpetuity.

® (10.08 a.m.)

The actual words of the undertaking to operate the railway in perpetuity
are these concluding words in paragraph 7 of the Agreement:

And the Company shall thereafter and forever efficiently maintain,
work and run the Canadian Pacific Railway.

) That obligation remains effective today over and above the obligations
Imposed by section 315 of the Railway Act—the accommodations section. That
the covenants entered into the Special Act of 1881 were not superseded by the
enactment of Section 315 of the Railway Act in 1903 is clear from the decision
of the Supreme Court of Canada in the case known as Re Crowsnest Pass Rates,
1925 Supreme Court Reports, page 155.

It is Alberta’s submission to this Committee that the words “forever effi-
ciently” have a very real meaning in the context of the discontinuance of the
“Dominion” and of the Canadian Pacific’s policy generally in the matter of
DPassenger service. It is Alberta’s view that it is a breach of the 1880 covenant
for the Canadian Pacific to now seek to divest itself of one of its two transcon-
tinental trains. It is our submission that the covenant “to forever efficiently
Maintain, work and run” is not limited to and applicable only to a passenger
Operation which makes a contribution over variable costs. We agree with the
following observation of the Board of Transport Commissioners in the decision
In the “Dominion” case:

The efficient operation of the railway called for by the 1880 contract
is not necessarily synonymous with profitable operation of each and

every train or service. (Page 78)

If, as Canadian Pacific seems to assert, the 1880 covenant was limited to an
Operation which makes a contribution over and above variable costs, then we
ask: how great or how small a contribution? Put in other terms: does the
Covenant of 1880 disappear and no longer be binding upon one of the parties
as soon as passenger revenues fall below variable or out-of-pocket costs?
If so, how far below? And is that to come about without the consent of the
other party, the Government of Canada, and after that party had discharged
fully its covenant to give title to—Now, there is a sad mistake here in the brief,
gentlemen. It is not 2,000 miles but 656 miles of government-constructed rail-

Way plus 25,000,000 acrs of land and $25 million.
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In Alberta’s view, such questions must be answered in the negative. The
people of Canada through the Government of Canada have performed their
part of the 1880 contract. The Canadian Pacific must continue to perform its
part.

The Canadian Pacific Railway as one entire corporate entity covenanted
to operate the railway in perpetuity. That entire corporate entity is not in a
deficit position. On the contrary, the entire corporate operation is a highly
profitable operation. If passenger service is unprofitable—and we have taken
the position that such unprofitability has not been adequately proved—then
the corporation as a whole should absorb the deficit.

I referred a moment ago to the profitability of the Canadian Pacific Rail-
way. And it is a fine thing for Canada that Canadian Pacific is so efficiently
managed that there is a profit. In any analysis of Canadian Pacific account
must be taken of the phenomenal growth of its wholly-owned subsidiary,
Canadian Pacific Investments. That Company was incorporated under the
federal Companies Act on July 9th, 1962 to carry on the business of an invest-
ment and holding company. The success it has enjoyed is disclosed in the
recently published Annual Report of the Canadian Pacific Railway.

It is Alberta’s respectful submission to this Committee that the Committee
must examine:

(a) the covenant of the 1880 agreement.
(b) the railway grants and the land and money grants conveyed by
that document, and
(c) the present day defeatist attitude of the Canadian Pacific toward
passenger services,
all in the context of the new Canadian Pacific Railway of the Sixties, the
industrial and investment complex into which it has been transformed by
Canadian Pacific Investments. In this regard two question might be asked:
(1) Does Canadian Pacific seek to rid itself of passenger deficits
so that through Canadian Pacific Investments the dollars saved can be
turned into dividend-paying interests in enterprises totally unrelated to
rail and to the covenant of 18807
(2) Is the Canadian Pacific’s new structure consistent with the
obligations it assumed when Parliament gave it 650 miles of railway,
$25 millions and 25 million acres of land in return for a covenant to
forever run the railway?

It is the submission of Alberta that the cost of passenger service must be
assessed against the total corporation. The total corporation—the Canadian
Pacific Railway—has no corporate deficit. If the “deficit” is absorbed by the
total corporate operation, the deficit disappears. The case for discontinuance
of passenger service disappears.

To sum up, it is our submission that: (a) if the division of total rail costs
into freight and passenger services were subjected to the kind of intensive,
critical analysis by “opposite interest” cost experts which the carriage of export
grain received in the MacPherson Royal Commission; and (b) if Canadian
Pacific aggressively sought passenger business as Canadian National does, any
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unfavourable difference between passenger revenues and properly allocated
passenger costs would be reduced to manageable proportions if it did not dis-
appear entirely.

Our further submission is that the obligation of Canadian Pacific under
the 1880 covenant made statutory in 1881 extends to the operation of two
transcontinental passenger trains. :

_ And it is our further submission that if notwithstanding the intensive
critical examination of costs of the kind we have indicated and if notwithstand-
ing the most aggressive program to attract transcontinental traffic, a deficit
Operation results, then the two-train transcontinental service should be main-
tamgd and the deficit absorbed by the corporation as a whole. We regard it as
an incongruity that a corporation as wealthy as the last Annual Report dis-
closes Canadian Pacific Railway to be should be permitted to abandon essential
passenger services on the ground that the statistically-segregated passenger
department is unprofitable.

This is dated at Ottawa this 18th day of May, 1966, and signed by myself.

Now, might I just call the Committee’s attention to one thing to complete
what I have said. In other hearings at which I was present I recall questions
from the committee asking for a statement as to how much government aid
the Canadian Pacific receives. Now I came across something which I just want
to call to the committee’s attention. It is very short and I thought afterward
that I perhaps might have very well reproduced it. I would be very glad to
do that and just file it as an appendix to my statement. It is to be found on
page 16 of the Report of the Royal Commission on Railways and Transpor-
tation in Canada in 1917, commonly known as the Drayton-Acworth. It is
a very short statement and I will read from page 16.

Some time prior to 1880, the Dominion Government undertook the
construction of a road that was designed to be a link in a transcontinental
line. In that year the Canadian Pacific Railway Company was organized
for the purpose of completing the line. The assistance given to the
company by the Government comprises the following:—

(1) Railroad handed over.—The cost of road and surveys made by
the Government, and turned over to the company free of cost, was

$37,785,320.

(2) Cash aid:
By Dominion Government to Canadian Pacific
Railway COMPANY . .couveenrnncraeennerees
By Dominion Government to subsidiary com-

$30,289,343

DANIBE 55« .« waing ibe somessane ooy sno'ye b on 13,129,873
By Provincial Governments to Canadian Pacific

Railway COMPANY . ..coeveneeeceennnnconns 412,878
By Provincial Governments to subsidiary com-

DEIBEE - 754 « o s+ wabins daidinin ¢ S8R Sms o Win L008 12,016,257
By municipalities to Canadian Pacific Railway

Company o1 i ok S0 o 85 G500 o3 s adian duts 464,761

By municipalities to subsidiary companies ...... 4,632,422
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By Dominion Government (by purchase back

of land previously-granted) .............. 10,189,521
$71,135,055
Deduct cloans:sinee] Tepaid uatisiads . abisss b 4,229,574 4
HOBaIICATRL AT 4 abh: cnoe ssbevidini sl ibssans $66,905,481
(3) Land grants:
Acres
By Dominion (excluding land repurchased) .. 21,634,190
By Brifish CoORINBIE] g - i s sssmvas s bagsh 6,388,998
28,023,188
Land sales to June .30, 1916 ....aidsitenmms 16,541,056
Land still in hand, acres ... ..««.-q s R 11,482,132

Proceeds of lands and townsites to June 30, ;1916?_,=$123,810,124. '

The company’s repoRf_J\une 30, 1916, shows net proceeds from
land sales as $68,255,803. The difference, it is understood, represents
expenditure by the company for development projects, irrigation, hotels,
etc., and, in some cases, dividends.

The unsold lands of the company are carried in its accounts at

$119,250,000.
Summary: —
Completed road and surveys, cost Government .$37,785,320
Cash. SUbRIAIOS: Lo sams orsiensst Ser Chitast 5 i ipi 66,905,481
| TV T [ e Sy e S e R e 123,810,124

Total public assistance, direct and indirect . .$228,500,925* »

Further, indirectly, the Canadian Pacific has had Government aid,
the value of which cannot be determined, such as right to take public
land free for railway purposes; various loans (since repaid); certain
exemptions from taxes; admission of original construction material free
of duty; and other concessions.

Pardon me for reading that, but I thought if I read it 1nto the record it
would be very convenient. As I said, I am only doing that because there was
some question at earlier sittings whether or not one could find in one con-
venient place the total of the aid to the Canadian Pacific.

Mr. FAWCETT: Mr. Chairman, I really did not think I would be leading
off here. First, I would like to commend Mr. Frawley on a very excellent brief.
I think this is very definitely one of the better briefs which has been presented
to this Committee. :

17t must be noted that this sum is not net to the company, as it represents the gross
receipts, while the company has expended large sums of money in irrigating a portion of the
lands sold. As pointed out, however, the company values its unsold lands at $119,250,000.
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I was interested in one line in paragraph 1, which states: “Our appeal
seeks the restoration of the second transcontinental train...” I will not go on
from there. I gather it is your opinion Mr. Frawley, that there is a need for
a second transcontinental train and, as has been suggested by some, perhaps a
train supplemented by day liners between certain points, is not sufficient, in
your opinion. Do I gather that you do feel the business is there to warrant a
second transcontinental train on the Canadian Pacific.

Mr. FRAWLEY: Yes, Mr. Fawcett, that is our position.

Mr. FAwcETT: Well, in line with that, Mr. Frawley, would you say that
there would have to be some readjustment in fares? I understand the long haul
fares on the Canadian Pacific do correspond very favourably with Canadian
National but it is the shorter runs that vary. For instance, the fares on the
Toronto to Montreal to Ottawa run; the Sudbury to Fort William run, and this
sort of thing, are approximately double the CNR fares. Now I am wondering
if you feel, Mr. Frawley, unless there is a readjustment in these fares that
there is a possibility that the “Dominion” will not pick up the business that
they have lost to the Canadian National and to other means of transportation.
Do you think there should be a readjustment of fares.

. Mr. FRAWLEY: That there should be a readjustment in transcontinental
ares?

Mr. FawceTT: I would say fares that do not correspond favourably with
Canadian National, the fares on the shorter runs where they are approximately
double Canadian National fares. Do you think that they would get the business
back on the “Dominion” if they continued to keep the fares on these runs at
the level that they are today.

Mr. FRawLEY: I would like to see some fair competition. That is what the
Canadian National has done and it would be interesting to see if the Canadian
Pacific actually aggressively sought passenger business which, very respectfully,
I think they have not. I think one of the tools they would use is the fare
Structure and I think they have not done that.

Mr. FAwcETT: Yes, that would be my opinion too. I notice in paragraph 5
here you mention the fact that Canadian Pacific used what was called a pas-
senger deficit as an argument to increase freight rates. Would you say that in
Using this type of an argument they had more or less obligated tl:lemselves to
accept a deficit in passenger service, because they have used this to get an
Increase in freight rates.

Mr. FRAWLEY: I wonder if it is quite right to say they have used it. It went
in, Mr. Fawcett, as an item in their expenses, just as real as wages. Passenger
deficit was just written down as an item in the statement of expenses and,
therefore, of course, it entered into the necessity for increasing freight rates,
S0 you could say that the freight shipper was carrying the passenger deficit.
And, that is what the provinces consistently fought against for eleven years.

Mr. FawceTT: In other words, in this particular instance they tied the two
types of rail traffic together but when they wanted to discontinue the
“Dominion” they separated the passenger traffic from the freight traffic.

Mr. FRAWLEY: That might be said but, on the other hand, they did present
2 figure; they did present a statistical separation of passenger costs, but it
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never was broken down or examined during the 12 years that the provinces
were contesting these freight rate application cases.

Mr. FAwceETT: Well, Mr. Chairman, I could ask more questions but I think
it is only fair I should leave some questions for other people.

Mr. SALTSMAN: Mr. Chairman, Mr. Frawley, referring to page 3 you men-
tion the Committee might find it profitable to examine the practice before the
Interstate Commerce Commission and the Federal Power Commission of the
United States. Could you give us a brief review of what this commission of
the United States does?

Mr. FRAWLEY: I wonder if I could answer that by giving you a rather
startling example. As the Committee knows, Trans-Canada Pipe Lines was to
build a line to bring Alberta gas into Ontario and they wanted to build it
through the United States; they are presently before the Federal Power Com-
mission in Washington seeking that permission. I was amazed to pick up the
newspaper about two weeks ago and find that the principal Trans-Canada
witnesses were being searchingly cross-examined by Federal Power Commis-
sion counsel; that struck me as odd, but then I realized—after I finished read-
ing the piece—that that was a counsel appearing in opposite interest. He was
indicating all the different reasons why it was not a good thing to build a trans-
Canada pipe line through the United States. Now it is that kind of thing that
I am suggesting might be examined by the committee, for example, the posi-
tion of that counsel, who pays him, whether he is paid out of the funds of
the Federal Power Commission, and are the experts, economists and analysts
assigned to brief him. I am sure that your investigation would find that
that is so. That is what I mean. It is creating an opposite interest that is
troubling me.

Mr. SALTsMAN: Mr. Frawley what you are suggesting then is the adversary
system, the same as in a trial. A trial is held and each side is represented by
counsel who are of equal power and strength.

Mr. FRAWLEY: Yes.

Mr. SAaLTsmaN: From your statement on page 3, paragraph 9, starting with
“It is true that the staff of the Board of Transport Commissioners critically
examines the cost figures...”, can I take it that you are making an assertion
that the manner in which the C.P.R. costs were examined before the Board
of Transport Commissioners was not as critical as it might have been had
expert counsel, witnesses and accountants been called to cross-examined the
C.P.R. at that time.

Mr. FRAWLEY: Yes, Mr. Saltsman, that is exactly what I must say. I must
say that, admitting that I was there; but I certainly had no instructions, as
I had in the Crowsnest Pass grain case, to go out and spend large—I mean
very large—sums of money employing experts to look at those C.P.R. Crows-
nest costs, to make counter analyses, to present them and to be cross-examined
by Canadian Pacific counsel who went through the whole business with regard
to the Crowsnest grain. But it was not in the cards to do that in the case of
the “Dominion”. I did not have instructions to go to that expense. But I raise
a question of principle, as you are putting it to me. It is the adversary system
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that has been lacking, and I must try to be brief because that could lead into
a very long discussion. But during the ten years of the freight rate cases the
Western provinces and the Atlantic provinces spent an awful lot of money
contesting those freight rate increases, at their own expense. And now when
a case goes before the Board there is no adversary position taken unless a
Province or a large city with ample funds to retain counsel and experts go
In there. So I put it to you, somewhat regretfully, many, many cases go before
the Board and they are not properly and critically examined by people in
Opposite interest. I want to stress that.

Mr. SALTSMAN: At the risk of putting words in your mouth, in other
Wwords, the public interest was not as adequately defended before the Board
of Transport Commissioners as was the position of the C.P.R.? The C.P.R. was
able to come with experts. The public interest did not have these experts to
act on their behalf. I am talking of the users of the railroad and all the other
DPeople who might be concerned about any increase in freight rates or discon-
tinuance of passenger service.

Mr. FRAWLEY: Well, Mr. Saltsman, I have to put it this way, that in the
net result those costs were not subjected to an independent examination by a
cost analyst retained in the opposite interest and if from that follows an answer
to your question, all right; but I naturally, and with great respect, do not like
to be led into an answer that the public interest was ignored. We were there to
Spend our money if we wished but I raise the question of the principle. Is that
the way to dispose of these cases before the board?

Mr. SALTSMAN: I would like to turn to page five in which you give some
indication of the differences in rates that prevailed between the Canadian
Pacific and Canadian National, and it is perhaps significant to afid to that, with
Your indulgence, Mr. Chairman, an announcement this morning, I presume,
from the company, the Canadian Pacific Railway, as reported by the Canadian
Press, of a further increase in their rates. Now I would suggest, Mr. Chairman,
Fhat this is very germane to the discussion because this is one of the points that
1S constantly being made by the witnesses who appear before us. I speak of t'he
attempt to downgrade the passenger service, the attempt to practically kick
Passengers off the rails by various techniques. With your indulgence and with
the committee’s indulgence I would like to read these new rates which were
announced today into the record because I think they are supplementary to

What is being said here on page five.
The VicE-CHAIRMAN: Does the committee agree?

Some hon. MEMBERS: Agreed.
Mr. SALTSMAN: The Canadian Press reports the C.P.R. is raising charges
On meals and sleeping accommodation for transcontinental runs this summer.
ast August the C.P.R. raised coach fares a nickel a mile on routes not directly
Competitive with the C.N.R. This summer the C.P.R. is leaving the basic fares
at last year’s level but is raising meal and sleeping accommodation rates. From
June 1 the C.P.R. will charge $97 for a ticket lower berth and meals one way
Oom Montreal to Vancouver aboard the “Canadian.” This compares with a
Charge of $87.50 last summer. Week days this summer the C.P.R. will charge

24405—2
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$84 for the same service. On the same trip C.P.R. will be charging $107 for a
roomette compared with $100 last summer and CNR’s top of $97.

I read this into the record as a further indication of the tendency to increase
rates and to attempt in some way to make passenger travel aboard the Canadian
as difficult as possible. I would like to move on to the bottom of page 9, where
the question is asked: “Is the Canadian Pacific’s new structure consistent with
the obligations it assumed when Parliament gave it 2,000 miles of railway...”
I would like to ask the witness the following question. Is it your opinion or are
you suggesting that perhaps the C.P.R. by its original terms of reference had a
primary obligation to stay in the transportation business rather than branch out
into these other things; and when profits were made from its transportation
services that it had to some extent an obligation, as might have been done, to
either return those profits in the form of higher dividends to its stockholders,
to reduce prices throughout the railroad system or to increase their services
to the public rather than divert its investment into other fields.

Mr. FRAwWLEY: It is my view that the Canadian Pacific may be increasing
its profit position through Canadian Pacific Investments, and considered by
itself that is an excellent situation. Canadian Pacific is a magnificent corpora-
tion. It presents a very fine image of Canada to the world, but at the moment
we are examining critically their passenger policy, and I venture the suggestion
that they must not increase their profit position through Canadian Pacific in-
vestments at the expense of carrying on a passenger service, even when that
passenger service may fall to some extent below a profitable position.

Mr. SaLtsman: May I ask you this further question. Had the CPR re-
mained exclusively in the transportation field would there have been more
money for transportation purposes.

Mr. FRAWLEY: Oh, I would not want to be held to be critical of the
Canadian Pacific going off into what it has gone into, Canadian Pacific Invest-
ments. I must insist that so far as I am concerned—and I am sure so far as
the people I represent are concerned—there is nothing wrong with that, not
at all. That is a very good thing. But, was it done or was some of it done at
the expense of the passenger department? Now, if you accept my suggestion
then you simply say, we do not care how much money Canadian Pacific
Investments are making, they have got to carry the passenger deficit. And, if
I may say so, I was rather pleased to see that my friend, counsel for British
Columbia, made the same suggestion when he appeared before the Board in
British Columbia. As a matter of fact, as I said in the beginning, we said for
12 years consistently that the passenger deficit should be carried by what we
call other income. Other income now has become Canadian Pacific Investments.

® (10.35 am.)

Mr. Sarrsman: I have some further questions but perhaps I will have
an oportunity later on to put them.

Mr. HornNER (Acadia): Mr. Frawley, in assessing the Canadian Pacific’s
position with regard to passenger traffic under the total corporation—you
suggested a while ago that this has been attempted during the past 12 years—
has she Board of Transport Commissioners ever accepted this argument in the
past?
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Mr. FRAwWLEY: No, and I did not want to leave any doubt about that, Mr.
Horner, and that is why I said earlier on, on page 2, paragraph 5, we put that
forward and it was disallowed each time by the Board.

; Mr. HorNER (Acadia): I know in questioning the Canadian Pacific earlier
In the committee proceedings they certainly did not want to be examined in
that way at all. They wanted to take passenger service in itself and freight
service in itself. It is difficult to establish now, after so many years of trans-
Portation hearings and transportation rulings, why all of a sudden the whole
operation should be taken—and I am sure you will understand this.

Mr. FRAWLEY: I understand that, Mr. Horner, and you have given me
an opportunity, if I may take it, to put it this way. Certainly the Board turned
us down. I will go further because I wonld not want to mislead the committee
for a moment. We appealed a good many of those Board decisions through
Governor General in Council and those arguments were equally rejected. But
now we are talking in parliament. I have to say I am very proud and very
honoured to be talking to a committee of parliament, and I respectfully sub-
mit on behalf of the people I represent that parliament must take a very
critical look at the Canadian Pacific Railway Company as it has now become
the Canadian Pacific of the Sixties, as I call it—I hope not too poetically. And,
when you take the critical look, Mr. Horner, then I think you will say, “Well
You are running passenger as a loss but that money is coming from some place
and you are putting it into Canadian Pacific Investments, so that is fine; carry
on with that. I am not objecting to that, but you must be regarded as a
Corporation. We must not allow you to statistically segregate this passenger
business and say it must stand on its own feet. Notwithstanding the adverse
Tesults of our earlier efforts to make passenger deficits be carried by other
income, I say that now the time has come for parliament to take a critical
look and to do what we suggested for a long time should be done, and I
am now suggesting today should be done.

Mr. HORNER (Acadia): That is fine. You have cleared up my thinking in
this regard. I have one further question on the cost analysis. Briefly, what you
are saying is that you are asking this court of parliament to break ground and
Tule that Canadian Pacific, wherever it is feasible, should maintain its passenger
Service whether or not it operates at a loss.

Mr, FRAWLEY: That is right, within certain limits. I would not say that that
train from Stettler out to Coronation should necessarily be maintained, Mr.

orner, for ever and ever; but when I am talking transcontinentally I say I
am talking about a national issue, and I say yes. I say that that train should
e continued—a two-train passenger service.

Mr. HoRNER (Acadia): I think you have presented a very challenging
Obportunity to this committee and I am sure the committee will give it a
lot of study when they hand in their report. With regard to the cost analysis
and the question of presenting opposite interest I think that this committee
and any court in the land would find that the CPR has to some extent—now
to what degree it would be difficult to ascertain—downgraded their services
and, therefore, traffic has fallen off. I suggest to you, particularly in the light
°f new trains coming into being, and whether the Canadian National buy

24405—214
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or rent the services of these new trains, that rather than have a cost analysis
study the opposite interests of the “Dominion” service, which would be very
difficult to do because passenger traffic has fallen off so bad that perhaps even
with a thorough cost analysis of the last two or three years we would still
prove a loss.

Mr. FRAWLEY: You are right, Mr. Horner; I certainly will not disagree.
Even the most searching analysis of the kind that was done in respect of the
Crows nest Pass case might not turn up a profitable operation.

Mr. HORNER (Acadia): Would it not be better for this committee to
recommend that a searching cost analysis be made of passenger train traffic;
in other words, from point A to B, is it feasible to run a train and carry
passengers at a rate which will be sufficient to appeal to the public. This is
what I would like this committee to ascertain, particularly in the light of the
new trains coming into service which are going to run at 160 miles per hour.
I assume the CNR are going to ask the government to spend huge sums of
money to rent these trains. Surely this committee should know whether or not
there is a future in the rail passenger business and I would think, and I
was wondering if you would agree, that this type of cost analysis could prove
whether it is efficient for the “Dominion’ to be kept on, could prove whether
it is efficient for the “Canadian” to be kept on, could advise the committee
whether or not we should recommend that the government advance moneys
to the CNR to buy this new mode of train travel.

Mr. FRAWLEY: I agree with you, Mr. Horner. I have said in this statement
somewhere that Alberta does not believe that the Canadian Pacific cannot
profitably operate a double train transcontinental system. It is true the Canadian
Pacific officers have told the committee, as they have told the Board, that they
tried and they tried and that they didn’t leave the passengers; the passengers
left them. I am making the serious suggestion that there should be some sort
of independent appraisal of the ability of the Canadian Pacific to operate a
passenger service. It may seem strange having people go in to tell the Canadian
Pacific how to do it but it is all done in the context of the attitude of the
Canadian Pacific senior officers toward passenger service. I do seriously sug-
gest that there is a place for an independent evaluation; not so much only a
cost analysis but an independent appraisal of the passenger service to arrive
at an answer as to whether or not the Canadian Pacific Railway could not
profitably operate a real transcontinental service.

Mr. HorNER (Acadia): Do you think, with regard to presenting a cost
analysis in the opposite interest, of maintaining a passenger service rather than
what appears to be in the minds of the management of CPR, particularly that
they wish to discontinue and get out of passenger service, that this committee
could hire cost analysts that could set up a problem case and study the question
of passenger traffic, the economics and whether or not it is feasible to get back
interest on invested money, and passengers on the rails too.

Mr. FRAWLEY: I do think so, and I do very respectfully urge that the com-
mittee consider just that sort of thing. There are people available and I think
they could do a very good job for the committee.
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Mr. SouTHAM: Mr. Chairman, several of the questions that I had planned
to present to Mr. Frawley have already been asked and answered. I would like
to associate myself with several other committee members who have stated
that they are very pleased with this very comprehensive brief which Mr.
Frawley has presented to us.

My questions were to resolve this opposite interest and cost analysis. I have
been following this very intently through our hearings and I think it is going
to be one of the basic approaches to settling this whole argument. I would like
to ask Mr. Frawley if he is in agreement with the suggestion that Mr. Horner
has just made, that this committee—and I take it he is; and it has been dis-
cussed at previous committee meetings—should engage the very best cost
analysts or economists to help us to analyze these cost figures as presented by
the CPR. You are in agreement with this?

Mr. FRAWLEY: Very respectfully I am indeed very strongly of that opinion,
Mr. Southam.

Mr. SouTHAM: When we had Mr. Emerson and other CPR witnesses
before us we had a discussion on the transfer of passengers from the railroads
to air and I was very interested in Mr. Emerson admitting that at the present
time in analyzing the cost of transferring passengers across Canada that the
ratio on the basis of economy was about four to one in favour of transferring
Passengers by air rather than by rail. Now would you presume that possibly
the CPR are pursuing a policy of temporary loss on passenger §ervice at the
Present time by downgrading their services with the expectation and hope
that some time in the future these rail passengers would be taken care of by
air transport? Do you suppose this is a premeditated pOhcy, as it were, to
ultimately build up air passenger service rather than rail?

Mr. FrawLEY: Well, Mr. Southam, I hope it is not an unfair reflection but
the Canadian Pacific is in the air business as well as in the passenger business,
and they do seem to be if you just look at their amount of advertising. Now
that advertising may not be all and an end all but it may be a factor. If you
just look for a moment at the Canadian Pacific advertisements for its air
business you will find that of course there is much more of it than for pas-
senger service. But then I think it is only fair to turn right over to the Cana-
dian National. Now you may say the Canadian National is also in the air
business. I suppose it is not, it is really the government of Canada in both
bassenger business and air business. But nevertheless, the Canadian National
Is certainly putting forward a terrific effort to get people on their planes; there
is no doubt about that. So, there may be something in what you say, Mr.
Southam, but I would have nothing but just a passing notion about that.

Mr. SouTHAM: Another question, of course, that intrigues me, so far as
transportation is concerned, is comparing the freight services to passenger
Services. We anticipate—it will be some time in the future; possibly it may
Never occur—there will be developed other modes of transport to carry heavy
80ods to a large extent, for instance grain. It is quite possible too that some
time in the future the CPR, as a corporation, might want to start downgrad-
Ing even its freight services and more Or less transfer 1_:hei.r i{lterest over to
that part of its corporate body. Now, I do not see any indication of this yet
but if you follow through on the downgrading of passenger service the same
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thing might happen so far as freight services are concerned. Of course, here
again you would have a basic argument so far as people in western Canada
are concerned.

Mr. FRAWLEY: Well, all I can say, Mr. Southam, is that when you read
their Annual Report it makes very interesting reading. The phenomenal suc-
cess of Canadian Pacific Investments makes very interesting reading.

Mr. SoutHAM: That is all I have to say, Mr. Chairman.

The VicE-CHAIRMAN: Well gentlemen, I have five other members who
would like to speak and we have only 15 minutes left. As you know we have

to be back in the house at 11 o’clock. I have Mr. Olson, Mr. Reid, Mr. All-
mand and Mr. Deachman.

Mr. OLson: Well, Mr. Frawley, I think your brief makes clear that the
position of the Alberta government is that the total corporate structure and
earnings of the Canadian Pacific not only could but does, in fact, carry all of
the costs plus showing a reasonable profit. You pointed out that perhaps
CPR, through previous representations to the Board of Transport Commis-
sioners, have already been paid for maintaining a reasonable passenger service.
And then along with that you refer to the contractual obligations. In other
words, I think we can assume that the people you represent, the government
of the Province of Alberta. believe that because of these two things they have
an obligation to maintain a passenger service, and you have stated two trans-
continental trains. So then the next thing we get to is how much do we need
now. Do you believe that we need two transcontinental trains on a daily basis
for 12 months a year?

Mr. FRAWLEY: I am a little timid about talking about what is in my petition
to the Governor in Council but perhaps, as the committee knows, those of us
who did file appeals to the Privy Council have been assured by the Minister
of Transport, speaking for the Privy Council, that there is nothing at all im-
proper in coming before this committee and discussing matters which neces-
sarily involve what we have placed before the Governor in Council. So I can
say that what Alberta advocates is a daily service for the second train, a daily
service in the summer months and a tri-weekly service in the remaining nine
or ten months of the year.

Mr. OLson: It would be your position that that should be set up for the
summer of 1966 as well as ensuing years.

Mr. FRAWLEY: Oh yes. There is not any waiting period visualized in any
of my submissions.

Mr. OLson: I just want to be clear on that.

The next question. You refer to the general policy and attitude of senior
Canadian Pacific management toward passenger service in a number of places
in your brief. You are then of the opinion that if this attitude was changed
so that they aggressively went after passenger business and provided an attrac-
tive service this would meet the public interest without the Company incurring
serious losses and deficits.

Mr. FRAWLEY: That is what I say, Mr. Olson. I think any deficit could be
brought down to, I say, manageable proportions, and perhaps disappear. It
needs an aggressive passenger policy.
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Mr. OLsoN: And it is a reverse of what appears to be their attitude at the
Present time.

Mr. FRAWLEY: That is right, sir.

Mr. OLsoN: Now, Mr. Chairman, I have many other questions but there is
only 12 minutes more.

Mr. REm: Mr. Frawley, in dealing with the C.N.R. and C.P.R. passenger
services, as you did, the C.N.R. is supposed to have had a deficit of some
$45 million last year, and that is only an approximate figure. One of the things
which has always bothered me about the freight shipper carrying these burdens
is that it puts perhaps an undue burden on the grain grower and other people
who utilize these things. One of the arguments the C.P. used by implication
was that if they were able to get rid of their passenger service they would
Provide better, effective and perhaps cheaper freight service. Could this loss in
Passenger service not be interpreted as a sacrifice in order to get better rates
for freight?

Mr. FRAWLEY: I would find it very difficult to agree with that. I must say
it is the first time I have ever heard that the Canadian Pacific wants to get rid
of passenger deficits so as to improve its relationship with the freight shippers.
I certainly know that at the moment the freight shipper carries the passenger
deficit and that must be done away with and, as you know, the MacPherson
Commission said to get rid of it out of the national treasury. I am putting
forward a somewhat different place for the relief.

Mr. ReEm: Now, assuming that this committee came to a decision that we
should order the “Dominion” back on and given your views of the attitude of
C.P.R. management, do you think we will get a better “Dominion” service
at all? What I am talking about here is that you can lead a horse to water but
you cannot necessarily make him drink. In other words, if we order the

ominion on we may be just defeating ourselves in the long run.

Mr. FRAWLEY: That is a very intriguing suggestion, Mr. Reid. In other words,
if you tell Mr. Warren he has to run the “Dominion” again this year and his
heart is not in it, will it be the success that we would all like it to be. T am
afraid it is difficult to answer that question.

Mr. ALLMAND: Along the lines just mentioned by Mr. Reid, when you say
that you want two transcontinental trains I presume you want two good
transcontinental trains not second rate service. This is the problem. You
need some effective means of controlling the C.P.R. and other railroads so
that they will give you efficient service. Now, I see at page 4 of your brief,
Paragraph 13, you suggest an amendment to the Railway Act which would
require prior approval of the Board to reduction‘m passenger train service.
Now, I presume by that you mean that if a railway wants to .reduce the
Number of cars, sleeping car service, dining car service, scheduling and so
forth, it would have to come before the Board and make a case for reducing

this service. Is that correct?
Mr. FrRawLey: I would not reduce it to discontinuing a certain number of

cars on the train. What I think about this 168 is that it does not go far enough.
It only requires the prior approval of the Board to actually take up the rails
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and abandon the line of railway. I have not attempted to draft something
which I think would fit the case, but what I object to is the ability of the
Canadian Pacific to do what they did in this case, take the train off, and then
we are left with the powers of the Board to suspend. I think that prior approval
is a very good thing, in serious cases; I do not think there should be prior
approval in every single act the railway takes.

Mr. ALLMAND: You see I think the problem that Mr. Reid brought up is
the real problem. You can force them to put on the train but what kind of
service are you going to get. I think that even the type of amendment that
you suggest would not be adequate because the railways and transportation
services people who are really interested in the business keep improving their
services. For example, even if Canadian Pacific never reduced their service,
and if they did not really want to improve it, I bet the CNR would, and so
would the air lines and the bus services, so that you would end up with a
downgrade of service even though they did not downgrade it; they just
failed to get ahead. I do not know whether you can ever force a railway to
give you something you really want if they do not want it.

Mr. FRAWLEY: I wonder if my suggestion about this amendment mis-
understood. All I say is that they should be made to apply before they do the
thing, go to the Board and discuss it then and have the people objecting come
in then. All I am objecting to is the mechanics of it. At the moment because of
section 168 of the Railway Act they can discontinue the “Canadian” tomorrow.
They could take the “Canadian” right off tomorrow and have no transcon-
tinental service, without the Board knowing anything about it; and everybody
would run to the Board and the Board would make a suspension order. It is
just a matter of the mechanics of it that I am concerned about. There should
be an application for prior approval. If they can make a proper case on the
application for prior approval, then they can get the permission to discontinue
the train.

Mr. ALLMAND: You seem to approve very much of the CNR’s service and
the things which they are trying to do. I am just wondering whether you think
Canada would be better off with all our railway services run by the CNR.

Mr. FrRawLEY: No, I think I would have to say, remembering the people
I speak for, that we would not want that at all.

Mr. DEacEMAN: I am referring to the phrase on page 7 of your brief in
which you quote the CPR Act, “And the Company shall thereafter and forever
efficiently maintain, work and run the Canadian Pacific Railway”. We have
discussed this many times in this committee. Is it your feeling that we should

run the Canadian Pacific Railway forever and irrevocably tie it to operating a
passenger rail service?

Mr. FRAWLEY: Yes, I think that one of the things they undertook was to
run a railway carrying both goods and people and I think they have an obliga-
tion under that contract to carry people.

Mr. DEACHMAN: And so you interpret that phrase to mean that they are
irrevocably tied to the operation of a passenger rail service.
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Mr. FRawLEY: Yes, as part of the operation of the railway I would have
to say that.

Mr. DEACHMAN: When you say a passenger rail service, is it your opinion
that irrevocably ties it to the operation of a transcontinental passenger rail, a
continuous transcontinental passenger rail service, a local service or what kind
of a service?

Mr. FRAWLEY: I think I would have to answer, Mr. Deachman, and I am
certainly not going to be evasive at all. It would have to be a service §uitable
and adequate for the people of Canada, some local apd some transcontinental.
Naturally, Alberta thinks more about the transcontinental service. We have
had a lot of interruptions, a lot of discontinuances and a lot of abandonments
of little point to point passenger services in Alberta and we have never cried
out very much about that. We cry out when they take away transcontlneptal
service because Alberta, situated where it is, must maintain adequat? links
with the rest of Canada. That is why we are concerneq about transcontinental
services. But my answer to your question perhaps is just tht} kind of service
they must maintain is one which is adequate under all thg c1r?umstances ,an_d
with the expansion, the growing nature of Canada—certainly in Alberta it is
expanding.

Mr. DEAcHMAN: Mr. Frawley, we have been setting aside any feelings
or criticism we might have of the argument presented by the C.}'—’.R., we have
witnessed over the years at least certain areas where competlpg passenger
services, which did not exist in 1885, have eaten into passenger rail service and
diminished it to a point where we can consider there 1s not much revenue
left in it. Is this not so?

Mr. FRAwLEY: I think that is so. I think it is not an untrue statement. at
all but I would say that all of this must be l?alar§ced W'lth what' the Cz.inadlan
Pacific Railway has done recently in building itself into an industrial and
investment complex. I think that that cannot be separated when you are
making a balanced judgment on the whole mat_ter. Thgt is why I say in the
context of the kind of railway that the Canadian Pacific is today you must
judge the nature of its contractual obligations.

Mr. DEacHMAN: I would continue except t}}at I hear the bell. Are we
going to continue with the bell ringing, Mr. Chairman, or are we closing the
meeting at this point.

The VicE-CHATRMAN: I think we should close it because this is all thg time
the committee has at its disposal this morning. Do you want the same witness
back, Mr. Olson.

Mr. CANTELON: I would like him back on Tuesdgy, Mr. Chairman, if you
do not mind, because I have some questions I would like to ask.

Mr. OLsoN: Would Mr. Frawley be available?
Mr. DEacEMAN: I have a couple of questions I would like to finish.
Mr. OLsoxn: I move we adjourn until Tuesday morning.

Mr. CANTELON: I second the motion.
Motion agreed to.
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Respectfully submitted,

JOSEPH MACALUSO,
Chairman.

(Concurred in on June 3, 1966)

1212



MINUTES OF PROCEEDINGS

TuespAay, May 31, 1966.
(31)

The Standing Committee on Transport and Communications met at 11.00
a.m. this day. The Chairman, Mr. Macaluso, presided.

Members present: Mrs. Rideout, and Messrs. Allmand, Bell (Saint John-
Albert), Byrne, Cantelon, Carter, Deachman, Fawcett, Howe (Wellington-
Huron), Lessard, Macaluso, MacEwan, Olson, Pascoe, Reid, Rock, Saltsman,
Sherman, Thomas (Maisonneuve-Rosemont), Yanakis (20).

In attendance: Mr. J. J. Frawley, Special Counsel for the Government of
the Province of Alberta.

The Chairman opened the meeting. The Committe resumed its examina-
tion of the witness, in relation to the subject-matter of the adequacy of the
Present program and future plans for passenger Service on the lines of the
Canadian Pacific Railway.

The examination of the witness being completed, the Chairman thanked
Mr. Frawley, who retired.

Then the Committee proceeded to other busines.

On motion of Mr. Reid, seconded by Mr. Fawcett,
Resolved unanimously: That the letter received frorr} Mred A Sherrett,
Industrial Commissioner of the Town of Kenora, Ontario, be printed as an

appendix to this day’s Minutes of Proceedings and Evidence. (See appendix
A-2)

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

Resolved unanimously: That the supplementary written representations
made by Alderman R. G. McCullough of the City of .Red Deer, _Alberta, be
Printed as an appendix to this day’s Minutes of Proceedings and Evidence. (See
ppendix A-3)

The Committee agreed unanimously to Mr. Cantelon being _granted legve to
have a certain correction made in the evidence of the Commltfcee meeting of
Saturday, May 7, 1966. (Issue No. 9, page 596, line 31) (See Corrigendum inside
front page).

Mr. Olson moved, seconded by Mr. Cantelon,

That the Committee make an interim report to the H_ouse, containing
recommendations respecting the CPR passenger service requlremgnts .for the
Tourist Season in 1966; and for the additional accommodations required in 1967
to meet anticipated demand from Expo 67 and Canada’s Centennial activities;
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and that such an interim report be drafted forthwith. And debate arising
thereon, Mr. Deachman, seconded by Mr. Reid, moved in amendment thereto,

That the officials of the CPR be heard forthwith before an interim report be
prepared.

After further debate, the question being put on the said amendment, it was
resolved, by a show of hands, in the affirmative: Yeas 14; Nays: 4.

And the question being put on the main motion as amended, it was, by a
show of hands, resolved in the affirmative: Yeas: 14; Nays: 2.

At 1.12 o’clock p.m., the Committee adjourned to the call of the Chair.

Maxime Guitard,
Clerk of the Committe.



EVIDENCE
(Recorded by Electronic Apparatus)

Tuespay, May 31, 1966.

The CHAIRMAN: Gentlemen, I see a quorum.
We will continue with the questioning of Mr. Frawley on his presentation
%f the brief on behalf of the province of Alberta which was commenced on
riday.
Before doing so—well, I think this can wait until after the questioning is
concluded.
I do not have a list of speakers, unless those from Friday. Is there a list?

Mr. OLsoN: I appreciate that you want to get on with Mr. Frawley, but I
Wanted to discuss our program, and you have suggested that it would be better
to do so after—

The CHAIRMAN: I suggest that after we finish with Mr. Frawley we will
have a meeting because I want to discuss some other matters which are
Pertinent to the committee. We will commence with Mr. Cantelon.

Mr. CANTELON: If I can read my notes, I have a couple of questions here.

Mr. Horner, in asking his questions, seemed to get to the point, which is

Quite an important issue, about the cost analysis and it is on this point that I
Want to ask the first question. Under the present, or recent, conditions the CPR
are basing their cost analysis on the passengers that they actually carry.
5 It seems to me that this does not tell us how many might have been carried
if the conditions had been somewhat different. For instance, if reservations had
been easier to obtain, and if the consist of the train had been maintained at a
better level. The railroad, in my view, is quite clearly working on the basis that
an economic number cannot be carried under any circumstances. I would just
like to know if you do maintain, and if the province whose brief you are
Presenting maintains, that a sufficiently large number can be carried.

Mr. J. J. FRawLEY (Special Counsel, Government of Alberta): Mr. Can-'
telon, that certainly is the view of the Alberta government, and that is why in
one of my paragraphs I say just that—that it is the view of the Alberta
government. Just by way of emphasis, this brief was prepared certainly after
SOme conversation with Premier Manning. It is the view of the Alberta
government that with a sufficiently aggressive policy a profitable operation
could be arrived at.

Mr. CANTELON: You say that a profitable operation can be arrived at. That
Was not really what I was getting at in this first question. It was a question of
Whether a larger number of people can be carried, and the train that would be
Necessary to carry this number.

The second question I wanted to ask is: do you think that the railway can
Operate an economic operation if it carries the number of people you maintain it
¢an carry?
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Mr. FRAWLEY: Well, Mr. Cantelon that raises the question of whether or
not, even with the most searching analysis of the cost figures submitted to the
board, there could be a result that would show a profit, and I would not want to
leave any impression with the committee that even the most searching exami-
nation would be sure to turn this so-called unprofitable operation into a
profitable one.

It is because of that, Mr. Cantelon that we go further and make the bold
proposition even if it is unprofitable it could still be operated as part of the
general operations of the Canadian Pacific Railway.

Mr. CANTELON: Those two questions have been answered.

Mr. BYRNE: Mr. Frawley, on page 2, paragraph 7, you introduce the
question of the Crowsnest rates and the cost analysis that was used before the
MacPherson Royal Commission. I understand by the last sentence in that
paragraph that the cost analysts of the Department of Transport or the board,
or the commission analysts, have determined that there was a minus $2 million.
Is that right?

Mr. FRAWLEY: In the case of the Canadian Pacific Railway and for 1958,
the year this was studied, the board found that in their view the true out of
pocket loss was $2 million.

Mr. ByrnE: Does that take into account the losses on branch lines? Were
branch lines included in this analysis?

Mr. FRAWLEY: In the report by the Commission analysts? Mr. Byrne, I
would not want to be dogmatic about that. Certainly the cost of operating what
were called the solely related branch lines entered into controversy between
the Canadian Pacific team of analysts on the one hand and the Manitoba-
Alberta team of analysts on the other. There is no doubt about that. In the end
how much of the Canadian Pacific view they took and how much of our views
they took—well it all came out, in any event.

They found not the $17 million which the Canadian Pacific claimed and not
the plus half a million which we claimed, but the Commission arrived at $2
million.

Mr. BYRNE: As a matter of interest, would you have any information about

}he percentage of the total freight handled by the CPR that is, export grain, or
reight—?

Mr. FRAWLEY: No. But I think that figure is certainly in the records of the
MacPherson Commission. It is large in the case of the Canadian Pacific
because, of course, they have so many lines in western Canada.

Mr. BYRNE: I am wondering what percentage of their actual freight
movement it is in any particular year.

Mr. FRAWLEY: I do not think that figure would be too difficult to turn up,
Mr. Byrne. I will see if I can get that figure.

Mr. BYRNE: You said, Mr. Frawley, that you believe that under the terms of
the 1880 agreement the Canadian Pacific Railway are morally or duty bound to
provide passenger service: That is, passenger transportation and service. At
what point do you suggest that it would be proper to abandon certain services
in relation to the cost? Where would you draw the line?
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Mr. FRAWLEY: Mr. Byrne, it may be difficult to draw the line. I think the
best way to answer that is to say that there have been instances in Alberta
where the Canadian Pacific or the Canadian National have sought to discontinue
a passenger service and the government of Alberta has not gone into those cases
and opposed. You might say there is a case where a completely unprofitable
Ppassenger service might be discontinued. But with respect to a transcontinental
service, and Alberta being so dependent on transcontinental transportation, we
say no, that different rules and different principles should apply. Then the 1880
agreement becomes very effective.

Mr. ByYrRNE: Even though the provision of this service at a large deficit
would have the effect of preventing other more modern types of transportation
developing to the fullest extent. Is it believed that we should continue to
provide that passenger service at the expense of other developing services?

Mr. FRAWLEY: I want to understand what you say, Mr. Byrne. I do not
quite know what you mean. At the expense of what other kind of service?

Mr. BYRNE: It has been said in evidence here before this committee that the
Canadian National Railways which is endeavouring to build up passenger traffic,
experienced a deficit last year of something like $40 million. Do you think that
that is a reasonable figure? Do you accept it?

Mr. FRAWLEY: Let me put it to you this way: If the Canadian National has a
deficit of that kind, their shareholders are taking care of it. The shareholders are
the people of Canada, and the shareholders are taking care of the deficit, and
that is all I am saying with respect to the Canadian Pacific Railway.

Mr. BYRNE: This is a deficit. Will you accept this assertion as reasonable,
that the shareholders will, then, this year pick up the debt, or subsidize the
Canadian National Railways, to the extent of $40 million.

Mr. FRAWLEY: I would not want to question this $40 million, Mr. Byrne. I
just do not know anything about it. I have not seen any Canadian National
figures to indicate it is $40 million. It might be more, and it might be less. I just
do not know about it. I just do not know that there is any deficit at all. I have
Just heard it said that there must be a deficit.

I think when Mr. Sinclair was here he said that he had seen something, or
surmised something, from what he thought the deficit would be $40 million. I
Wwill not challenge those figures. I just do not know about them.

Mr. BYRNE: My point is that I am wondering, and concerned, that the
Alberta government would suggest that we continue to subsidize a transportation
Service to the extent of $40 million in order to preserve that railway rather than
Some other more modern link such as air service or a faster bus service.

Mr. FRawLEY: I do not think that you can put it that the Alberta
government is in favour of subsidizing anything, but it just happens that the
Shareholders are subsidizing the Canadian National operation and the share-
holders happen to be the people of Canada. It depends what you call a subsidy.

prefer to call it a burden placed on the shareholders; and I draw no
Comparisons between that and the Canadian Pacific shareholders.

Mr. BYRNE: At Medicine Hat the people seem to favour a comparable
Service—that, is a regional service—that would give them better accommodation
for their products. At this moment their chief concern is with the nurseries,

Owers and plants, and so on. They did not seem to be so concerned with
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maintaining two trans-Canada train operations, but would be quite happy with
a regional service that would give them the same facilities as the “Dominion”
did. Do you feel that regional service could be established as suitable as the
“Dominion”?

Mr. FRAWLEY: I would not use the word offensively at all, Mr. Byrne, but I
would think that perhaps Medicine Hat is looking at it in a more parochial way
than the province of Alberta. I look upon this transcontinentally; I do not look
upon this as a whole lot of little local trains—which it has become, of course, or
which it had become because it is all gone now—it had become just a series of
little local trains.

Anyway, my best answer to you, Mr. Byrne, is that if Medicine Hat prefers
to have the piggyback, they took what they thought was the proper attitude for
their particular reasons. Other towns in Alberta have taken a more transcon-
tinental viewpoint.

The CHAIRMAN: Mr. Olson, would you proceed?

Mr. OLsoN: I would like to say to you that I would like to move a motion
respecting an interim report as soon as we are—

Mr. CHAIRMAN: We are still dealing with the Minutes of the—
Mr. OLsoN: I just wanted to draw that to your attention.

Mr. Frawley, several places in your brief you talk about the attitude of the
CPR and I presume you are referring to the senior management. You talk about
the defeatist attitude, and so on, in a number of places, respecting the CPR
passenger service. Because of the number of times that you have mentioned it,
may I ask if you regard this as one of the key problems in so far as the whole
performance of CPR passenger service is concerned? I am directing your
attention to transcontinental service.

Mr. FRAWLEY: I would have to say yes, Mr. Olson. I find it very difficult to
divorce the attitude of the Canadian Pacific in its insistence that it will only
operate a profitable transecontinental service—I cannot dissociate that from the
manner in which they have so successfully built up their Canadian Pacific
investment.

Mr. OLsoN: Do you think that there should be a trial period, or something
of that nature, when they should in fact, enthusiastically try to promote a
passenger service so that you could have a look, at it and see what the
performance of this might be? Is this part of the solution?

Mr. FRAWLEY: Are you suggesting that—

Mr. OLson: If we had a period of two or three years, taking into account the
current conditions and the demand for travel, and so on—if the CPR did in fact
aggressively pursue passenger service for this period, would we then be in a
better position to assess whether there was an effective demand or not?

Mr. FRAWLEY: Yes; and, Mr. Olson I am glad, because that gives me an
opportunity to go back to a question that was asked last Friday by one of the
members and that it was: Why should we ask the Canadian Pacific to restore
this particular train because they will probably not have the desire to make it
profitable? I probably went along with him a little bit more than I should.

I would like to supplement that answer I gave the member by saying
this: The people who are operating the Canadian Pacific Railway Company



May 31, 1966 TRANSPORT AND COMMUNICATIONS 1219

today are very fine citizens,—Mr. Sinclair, the new president, Mr. Warren, the
general passenger traffic manager—and I want to leave no other impression with
the committee than this, that if it should be that, through this committee
recommending to the Governor in Council, and the Governor in Council
ordering the board to direct the railway—because I rather think that will be the
change, and if an order was received in Montreal that the “Dominion” must be
operated again as the second transcontinental train—I do not mean the one that
they were operating in the wintertime since 1960, but a properly equipped
train—I think that they would—in fact I am sure—that they would obey that
order and that they would do their very best to operate a train and endeavour
to make a profit out of it.

After that period that you mention then I think you would have a better
picture of what the possibilities for the future would be.

Mr. OLSON: What I was trying to get at, though, Mr. Frawley was that until
and unless this is done so that we could see the }'e§ults of this, it is pretty
difficult to determine what effective demand may be, is it not?

Mr. FRAWLEY: Oh, yes. I find it difficult to put the meaning on “effective”
demand that the Canadian Pacific officers put on it. They seem to have picked
up that word in the terms of reference and made a great deal out of it.

I think that the effective demand is something that can only be determined
after a period of operation, probably of the kind you suggest; that is, the true
demand. I do not particularly subscribe to the expression “effective” demand. I
think that is an economist’s term.

If I might make a respectful suggestion to the committee, they might want
t? get some outside opinion about what does “effective” demand mean, par-
ticularly in the transportation world?

I will say no more than that about it. Other than that, Mr. Olson, I think
Your suggestion for a trial period really to determine the proper state of supply
and demand might be very effective.

Mr. OLsoN: Do you think, Mr. Frawley, that there is an increasing or a
decreasing demand for passenger service of all kinds, including by railway?

Mr. FRAWLEY: Yes; with the growth in the population.

Mr. OLsON: I am interested in what your opinion may be of this demand for
Passenger service in 1966, for example, as opposed to 1960 when the deteriora-
tion began.

Mr. FRAWLEY: Well, it seems amazing to me that the Canadian Pacific could

not increase the passenger carrying, that they should have to experience a
ecline when the Canadian National is experiencing an increase. To me that is
very meaningful. The Canadian Pacific should be able to fill its trains as well as
he Canadian National can fill them. ‘

That leaves it to me to repeat what I said to Mr. Byrne a moment ago that
there is an obligation to continue to do that, certainly as far as transcontinental
service is concerned. But when you look at the figures you will find that
Canadian Pacific have had a decrease in the revenue passenger miles of some 17
Per cent, and the Canadian National an increase of 8 1-2 per cent in 1965 as
against 1964.

Mr. OLsoN: There is an area I want to ask some questions about, Mr.
Ché\il‘man, and that is this matter of what you have referred to, Mr. Frawley, as
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the opposite interest in so far as concerns the hearings before the Board of
Transport Commissioners in the past.

When we were in Manitoba, Mr. Mauro, for the provincial government of
Manitoba, suggested that this adversary system that we have been using, which
requires an opposite interest to be expressed at these hearings, was not
satisfactory in many ways because transport, particularly the railway, comes
completely within the jurisdiction of the federal government in so far as law
and regulations are concerned. Yet in many of these Board of Transport
hearings—in fact, I think he said in most of the Board of Transport Commission
hearings—had it not been for the provinces and the cities taking this opposite
interest, and, therefore, setting up a true adversary system, many of the
applications made by the railways would not have been contested at all. It
became a case of the CPR versus one or more of the provinces, and this was the

basis for the evidence that came in. What do you suggest? What else should be
done?

Mr. FRAWLEY: First of all, I did not see what Mr. Mauro said. I rather
thought he would have sent me a copy of his statement. He probably will.

If your summary of what he said is correct—and I am sure it is—I agree
completely and wholeheartedly with what Mr. Mauro said. The adversary
system has been on a hit-or-miss basis, and if the provinces had not been before
the board in the whole series of freight rate cases, and if Manitoba and Alberta
had not been before the MacPherson Commission on the Crowsnest matter
things would have been quite different.

It is not a satisfactory system and you ask me what I suggest concretely. I
suggest that there be built up, in the regulatory body, a council to take the
opposite interest rather than leave it to the Board of Transport Commissioners’
staff themselves. If the provinces are not there it is all left to the staff of the
Board, and the staff of the Board cannot be said, as I say in my statement, to be
acting in the opposite interest.

I think that the idea is there, and that the adversary system is what we
must have; it is the core of our whole judicial system; but in this very
important matter of proceedings before the Board of Transport Commissioners
there is room for great improvement; there is room for the laying down of some
sound principles and practices, and the employment of people who will repre-
sent the opposite interest in these cases before the Board.

Mr. OLsoN: In a number of briefs under examination there has been a
suggestion that we have an overall authority, or something different from the
Board of Transport Commissioners, in so far as taking care of the require-
ments—that all forms of transportation should be considered by one body, rather
than the Air Transport Board, the Marine Commission, the Board of Transport
Commissioners and so on, as at the present time.

Do you have any views on whether or not this should be an overall
regulatory body or simply an advisory body ?

Mr. FRAWLEY: That is between the two concepts, Mr. Olson. I do not think
that we need anything in the way of a bigger and better regulatory body but I
think there might be a place for an advisory board—a buffer—between the
Governor in Council, because the Governor in Council in your system is still
there in the Railway Act, and certainly I would not want to see that disturbed. I
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think that an advisory body would be worthy of consideration. The MacPherson
Commission said something about it.

Mr. OLsoN: Yes, I appreciate that; but advisory to whom? Advisory to the
Board of Transport Commissioners, advisory to the Governor in Council, or
advisory to Parliament?

Mr. FRAWLEY: I would think advisory to Parliament. Might I make this
suggestion in this same area: We have had appeals to the Governor General in
Council for many years. With every respect to the Governor in Council, it seems
to me that there was not built up the staff of advisers to the Governor in
Council to assist the Governor in Council in the determination of these appeals.
I find lately a tendency to build up the Privy Council office and, if I may be so
bold as to say, there are some very good men going into the Privy Council office
as advisers to the Governor General in Council. There may be a place to do
some good work, to put in a staff of advisers who could, at least, act when there
are appeals from the Board of Transport Commissioners.

Of course, we are asking for something just a little bit different. I still
think it should be an advisory body not to the Board of Transport Commis-
Sioners, but to either Parliament or the Governor in Council.

Mr. OLsoN: You feel that the Board of Transport Commissioners, in railway
matters and other matters that they deal with—and the Air Transport Board in
that area, and so on—could not remain as the regulatory body in line with, or
Within the confines of, policy that may be set down by the Governor in Council
or Parliament?

Mr. FRAWLEY: I do agree with that.

Mr. Pascoe: Mr. Chairman, I just have a brief follow-up to the comments
by Mr. Olson in regard to the efforts made by the CPR in 1960 and in 1961 to
€ncourage passenger traffic.

I think we can agree that the CPR did make definite efforts to encourage
Dassengers at that time, and perhaps the results were not completely satisfacto-
Iy to the railway company. The question I wanted to ask Mr. Frawley is, if he
considers, in the light of the apparent success of the CNR passenger promotion,
that this would be a better time for the CPR to undertake a similar policy,
especially with the public concern over highway accidents and traffic conges-
tion? Does he think that perhaps the CPR might meet with more success?

Mr. FRAWLEY: It certainly is my view, Mr. Pascoe, that the things that I am
Tespectfully suggesting to the Committee would be successful and, therefore, I
do subscribe to the idea that the Canadian Pacific could attract more passengers.

It is rather discouraging to look at these last two annual reports and to
find, in the case of the Canadian Pacific, comparing 1964 with 1965, that there is
a decrease of 14.1 per cent in revenue passenger miles.

We go to the same figure in the Canadian National and we find that there is
an increase in revenue passenger miles of 8.5 per cent. With the kind of line the
Canadian Pacific Railway has running through the mountains, I think, with all
due respect to the Canadian National, the Canadian Pacific has much the finer
Toute through the mountains, and to me it is amazing that those kind of figures
Should have to be presented to the public.

Mr. Pascok: Yes; that is one questlon I have one more, Mr. Chairman, and
this has been answered before. It is in regard to regional service. I want to ask
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a direct question again on this: In our hearings across the country, from
Vancouver to Port Arthur, there were quite a lot of suggestions about a
dayliner or a rail liner service, especially between Calgary and Winnipeg. I see
that you talk here about the appeal of the Alberta district for the restoration of
the second transcontinental train.

What would your opinion be on operating the “Dominion” with a full
consist of diners and sleeping accommodation for the tourist season, and
perhaps a dayliner or a rail liner for the remainder of the year?

Mr. FrRawLEY: Well, Mr. Pascoe, I cannot do any better. In fact, I suppose I

must tell you what we have submitted in our appeal to the Governor General in
Council. In view of the fact that I have a letter from one of the members of the

Privy Council, Mr. Pickersgill, indicating no impropriety in coming before this:

Committee even in the face of the appeal that we have filed, I perhaps should
read you this. Our petition to the Governor General in Council concludes that
the board should be directed to order the Canadian Pacific to restore the train,
the “Dominion”, as a fully equipped transcontinental train on a daily basis
during the summer months and on a tri-weekly basis during the remaining
months of the year.

Mr. PascoE: You have no comments on the dayliner?
Mr. FRawLEY: No; but I do want to say this. I said a moment ago, in reply

to a question, that if Medicine Hat suggested a dayliner then it is quite

acceptable. I know that other people in other provinces and in Saskatchewan
have advocated a dayliner. I defer to those views.

All I can say is that the Province of Alberta has taken a broad view of it
and has indicated that the “Dominion”, as a fully equipped transcontinental

train, should be restored, to give the people of the southern part of Alberta two

trains a day; whereas the people in northern Alberta are getting three trains a
day from the Canadian National.

The CHAIRMAN: Supplementary to that, Mr. Frawley, assuming now that
we have provinces on each side of Alberta who say, “Maybe a dayliner would
be sufficient”, would not a proper dayliner service, in your view, be adequate to
service the people of southern Alberta?

Mr. FRAWLEY: Mr. Chairman, I must advance my view that the Cana-

dian Pacific Railway have enormous resources and they can run two trans-
continental trains a day. If there is a tab at the end of the year I do not
need to tell you, gentlemen, where that can be picked up, very, very readily.
That is what British Columbia said. “Other income” is what we used to call
it during the ten years of freight rate cases. Now it has a new name; now it
is called “Canadian Pacific investments”.

Mr. Howe (Wellington-Huron): In connection with this particular rail line
service, one of the criticisms we have found of the CPR across the west is the

schedule. The scheduling of a transcontinental train is a tremendous task, so that.

everybody gets on when they want to. It is impossible. Do you not think that a
rail liner service could give a better schedule, fast, quick service between cities,

and that it could adapt its schedule to be more in keeping with what the people:

want than could a transcontinental train.
Mr. FRAWLEY: Mr. Howe, I would not want to advocate something that I

thought the people of Alberta did not want and you find an overwhelming.
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opinion at the grass roots level. Those people in Edmonton for whom I speak are
very responsive to people at the grass roots level. It may be that operating a
dayliner train might be satisfactory. We have dayliners all over Alberta—we are
going to have fewer of them, they tell us—but it is difficult to disagree with you,
Mr. Howe, about whether or not a dayliner would be sufficient.

Mr. CARTER: Mr. Frawley, I understand from your replies to earlier
Questions, both on Friday and today, that you are interested in the transcon-
tinental aspect of the passenger service provided by the “Dominion” rather than
the local service. Is that correct?

Mr. FRAWLEY: Yes, that is right.

Mr. CARTER: When the top management of CPR appeared before this
Committee they took the stand, as I understand it, that because of the
transcontinental passenger services available to the public by other means of
transportation, the transcontinental service provided by the “Dominion” was no
onger necessary; and that even if they went to the expense of promotion to get
Mmore passengers and they were successful, the expenditures involved in this
Promotional work and the running of the train would be a misallocation of their
resources which would not be in the national interest. How would you reply to
that argument?

Mr. FRAwWLEY: I would reply to that argument, first, by indicating that you
must look very carefully at that word “misallocation” of resources. I do not say
that facetiously, but because we hear it so often. Everything that is suggested
that seems to require an expenditure of money produces the reply, “Oh well,
that would be a misallocation of our resources”.

Apart from that as an opening remark, I cannot accept the suggestion that
lere are other ways of getting the people across Canada, by air and by
ghway. I cannot accept that as an alternative to a good rail service. That is
Why I do not agree with the Board of Transport Commissioners. They said they

ad canvassed the bus companies and they had canvassed the air lines and they
felt that it could be taken care of by that means. I say it is not a practical
answer to say to a large group of people, desiring to travel and spend their
Summer vacation in the mountains of Alberta, that they can go by air. They
May not want to go by air, they may have a constitutional disinclination to
tl‘e}Vel by air—and I am speaking of groups of people. They talked about them
8oing by bus, and, again, without any reflection on the kind of bus service, that
again is not a substitute for running a fully equipped transcontinental train, or
two of them across the country.

Therefore, my proposition, Mr. Carter, is that it is not misallocation of
Tesources to ask them to run one more transcontinental train. I cannot regard
at as a misallocation of resources, particularly when I look—and I must repeat
is—when I look at the Canadian National Railway running three trains. There
Will be three fully equipped transcontinental trains running to Edmonton this
Summer, Are the Canadian National misallocating our resources?

I do not subscribe, and I have tried to indicate in my brief that I do not
Subscribe, to the belief—to the view—that the Canadian National are just
SPendthrifts because they are financed out of the national treasury. I say that if

€ Canadian National can run three transcontinental trains and pick up the
Yevenue passenger miles as their annual report indicates, the Canadian Pacific
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Railway can do it too, rather than have to state a decline of nearly 15 per cent
in the same figure of revenue passenger miles.

Mr. CARTER: Thank you, Mr. Frawley.

Mr. ALLMAND: Mr. Frawley, in your statement you ask a very interesting
question. Near the bottom you say: “In this regard two questions might be
asked. 1. Does the Canadian Pacific seek to rid itself of passenger deficit so that,
through Canadian Pacific investments, dollars saved can be turned into divi-
dend-paying interest in enterprises totally unrelated to rail.” This has impor-
tant implications, because some people feel that if the CPR really tried it could
make a profit on passenger services but because they have other interests which
pay a higher rate of return, they very naturally allocate their investment
resources to those areas.

In other words, they have so much money for investment, but they do not
put that investment money into improving rail services; they put it into CP
investments, the air line, et cetera. This is not because passenger service would
necessarily lose money but because the others will give a greater rate of return
than if they just had passenger services.

They say they are losing money on passenger services, but I feel—and many
other people feel—that they are letting it go, they are downgrading it, because
they can get more money, a higher rate, out of these other things. Is this what
you are trying to imply in this particular question.

Mr. FRAWLEY: You have taken the words out of my mouth. You have taken
precisely the implication that I wanted you to take out of that paragraph.

Mr. ArLManD: I see. Well, do you think that in order to get a good
passenger rail service from the CPR it may be necessary to break up the CPR
empire? As long as they are a private company, it is only natural for any
private company to put its investment resources where they are going to get the
highest return. In other words, maybe air lines, maybe mines, maybe land
speculation. This is a natural thing, to push the products that they have within
their entire company, which will give them the biggest income.

In the United States they have broken up some big companies, from time
to time. Do you think it might be necessary to try and have the CPR broken up
into several companies?

Mr. FRAWLEY: I do not think that would be necessary. It is merely
necessary for everybody to remember that the Canadian Pacific Railway
Company is a utility. It is not the Massey-Harris Company which could
discontinue a line of plows tomorrow and nobody would say anything about it.
It is a regulated public utility plus the fact that it made a contract to the people
of Canada in 1880, which I say they should be made to fulfill.

Mr. ALLMAND: Do you know if we have any information about what
percentage of their investment resources is allocated to passenger rail services
in comparison with all the other businesses which they presently operate? Has
any information ever been obtained on this particular subject?

I ask this because when we had the officials here we asked them when they
were going to upgrade their service, when they were going to buy new
equipment. They said they had no plan of improving the service, even on the
“Canadian”, because they said it would last for years and years. At the same
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time, they are improving their air services all the time, and many of their other
services.

Mr. FRAWLEY: Yes, that is right. I wonder whether or not it would be a
feasible or practical thing to instruct someone to make what the accountants
call “a source and application of funds” statement.

The Canadian Pacific investments—I use the word—are phenomenal and it
is not a misuse of the word. That company was incorporated only in July 1962,
and you see now in the Canadian Pacific’s last annual report how they are doing.
Of course they are doing well, because they have a lot of good oil land out in
Alberta and there are a lot of other reasons why they are doing well. But in
view of the close relationship between Canadian Pacific investments and the
kind of railway that it is becoming—that is, a non-passenger railway—I think
those things are worthy of consideration in that contest.

Mr. Rock: Mr. Frawley, I like the manner in which you present your case
here—right off the cuff.

I would like to ask you a few questions regarding the so-called future plans
of the CPR. It seems, according to statements made, that they want to get out of
the passenger service completely. Do you feel that the CPR have done their
Utmost in modernizing their train service in regard to speed, et cetera? Do you
feel that they have done anything to have speedier trains to compete with the
air and bus services?

Mr. FRAWLEY: That is a rather difficult question for me, because you are
8etting over into the operating section. I will certainly say this, Mr. Rock, that
they are permitted to simply operate one train, this coming summer, I think
you will find that they will be offering the public of Canada a very poor service.
Itravelled on the “Canadian” in the month of October and there were 21 cars. I
Wonder how many cars they are going to need to handle the July, August and
September crowd? With a great big long grain like that and, perhaps two
diesels, they cannot help but fall behind schedule. The more they fall behind
:Chedule, the more dissatisfied the public is going to be and the more it will go
0 the air.

Mr. Rock: Yes; but, Mr. Frawley, I have noticed during our travels across
the country that most of the passengers who get on the train in the centre part
of Canada are actually passengers who want to go from central point to central
Point, say from Winnipeg to, possibly, Calgary. It is not what you call

anscontinental. It seems, according to some of the evidence, that when a
Derson wants to get on the train, say, at Calgary, or Winnipeg, quite often they
Cannot obtain the reservations or sleeping car accommodation that they want

€cause it is taken up, possibly in Montreal or out in Vanecouver, by a customer
W_ho is travelling across Canada, instead of one who will just go over night to a
leen area within the Prairie Provinces. Therefore, there is a feeling that, for

1s type of service, possibly the dayliner would be needed rather than have the
Second transcontinental service.
.. What I am trying to bring to the attention of the Committee is the fact that
U the CPR has downgraded, they have done this because they have not kept up
With the times and are not competing with aircraft because they have been
Teluctant, technology-wise, to go into fast travel. As you know, just lately the

R have made the breakthrough with the United Aircraft Company in going
24407—2
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into a $10 million contract for fast trains which may go at between 110 and
possibly 160 miles an hour on the same trackage. This is the biggest break-
through, I think, in railway history in the world.

In your brief you mention the competition but you do not talk about the
CPR being negligent in regard to trying to modernize their trains to gain speed
to compete with air travel and even with bus travel.

Mr. FRAWLEY: No; you are quite right, Mr. Rock; at no place in my brief do
I get down to that kind of specific; but I do use the general, broad term that
they have downgraded the second transcontinental train.

I am glad you mentioned something about the difficulty of obtaining proper
reservations. Certainly a transcontinental train must also do regional work, and
when you have to deal with a train that is carrying transcontinental traffic as
well as regional traffic you do have a difficulty from the standpoint of
reservations.

I must be excused for calling to the Committee’s attention something that
has just been decided upon by the Canadian National Railways. I would like
very much, Mr. Chairman, to read this—It is not long. It would then be on the
record of this meeting. The Ottawa Citizen for Friday, May 27, had this
Canadian Press dispatch:

Computer reservations set for CN passengers. Montreal. Passengers
on Canadian National Railways will be able to make reservations through
an electronic push button system as of January 1, 1967.

CN spokesman, Jean H. Richer, said Thursday the system centered in
Toronto will be able to answer reservation request from 37 Canadian
cities and probably in the United States, in less than 10 seconds.

The new reservations service, the only one of its kind in North
America, will at first only accommodate coach reservations but will be
extended early in 1968 to include parlor and sleeping car reservations.

The computer will make train reservations up to six months in
advance, will add and subtract train space to and from its inventory
memory so that last minute cancellations are possible while avoiding
double selling of the same space.

Smaller communities will be served through the nearest connected
office by using existing high speed telecommunications facilities.

I would like to put that on the record because I recall some of the members
of the Committee questioning Mr. Crump and Mr. Sinclair and Mr. Emerson
when they were here and they indicated a better reservation service might have
put them into computers and they did not feel that was warranted.

Om_:e again, we have the Canadian National in what I call its honest;
aggressive manner of getting out to get passenger service, going into computer
reservations.

Mr. SaLTsmaN: I would like to follow up the line of questioning, started by
Mr. Carter, regarding this question of allocation of resources.

It seems to me that this Committee has embarked on a rather significant
kind of study and appraisal in which it is trying to sort out what appears to be
a conflict between the role of a private corporation and what may very well be
the national interest.
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We have a situation where a private corporation says that it represents a
misallocation of their resources to continue a certain line of passenger services.
We have the representative of a provincial government here indicating that it
represents a serious problem to the people in his province if this passenger
service were not continued.

The question I would like to ask of the witness is: does he not consider that
When we talk about misallocation of resources we really should be concerned
about that term and its use as it concerns the national interest, rather than the
concern of one specific private interest, or perhaps one phase of one specific
Private interest.

Mr. FRAWLEY: Mr. Saltsman, the first part of my answer to you is that I do
not accept at all that the running of one more transcontinental train by the
Canadian Pacific Railway constitutes a misallocation of resources. In my view
that is just a handy expression, taken from the text-books of economists, to
Mmisappropriate—

Mr. SALTsMAN: I would like to clarify that point. I have painted the picture
in its worst terms and I would not like to leave the impression that I agree with
the CPR. I should have said that, if we take the CPR and look at their statement
from the worst point of view, from their personal attitude. I am sorry to
interrupt you, but I just wanted to clarify that point.

Mr. FRAWLEY: Well, then, Mr. Saltsman, in answering your question,
Whether I do not think that, in the national interest, the passenger service of the
anadian Pacific Railway should be improved and increased in the manner I
have suggested, I must keep to my proper place. The national interest is
Something which is carefully looked after by other people. I am very much
concerned with the interests of the Province of Alberta and that is why I am
here, and I say that it is in the provincial interests of the Province of Alberta
that these two transcontinental trains be operated by the Canadian Pacific
ilway.

Mr. BELL (Saint John-Albert): Mr. Chairman, I have two brief proposals
that I would like to refer to Mr. Frawley for his comment, and I accept the fact
that if there is any policy to them you may not wish to comment. I am really
Ooking to your experience insofar as concerns the practical effect of them.

These are in the form of recommendations that we might make, of a long

term nature, rather than dealing with the “Dominion” in an interim way. The

st was put forward by Mr. Brazier, representing the province of British
Columbia.

As you know we began our hearings in Vancouver and we were very
disélppointed at the reception of the city of Vancouver and the M.P.’s from that
area! I except Mr. Byrne who is from B.C. and was a very interested member of

e Committee.

Mr. Brazier was very helpful and he had one thought that seemed to be
Worth while. He suggested that we are almost down to a bare minimum anway
In 5o far as B.C. is concerned, and he suggested that the Canadian Pacific

ailway be required to come to Parliament and ask for an amendment to the
ailway Act if there is any further reduction contemplated in passenger service.
is might get around the problem of the Act of 1880, and what the obligations

are. Would you think this would have some practical effect?
24407—23
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Mr. FRAWLEY: The first thing I want to say about Mr. Brazier’s brief is that
he is an old friend of mine and he was good enough to send me a copy of the
statement he made to the Committee. He seems to be a little more content than
I am with respect to getting down to that last train. Mr. Brazier seems to think
“Thus far and no further, we do not want any further reductions.”

Of course, I go further than that. I say “Put back the second transcontinen-
tal train.”

Other than that I am in accord with Mr. Brazier’s views.

On the question of going to Parliament, that must have been something
that arose during the questioning of Mr. Brazier. The other day—and you were
not here, Mr. Bell, and I was sorry that you were not—I did talk about section
168 which at the moment requires a railway to go to the board for prior
approval only when it is actually taking up the rails. I did suggest that careful
consideration should be given to whether or not the railway should not be
required to go to the board when it is going to discontinue passenger service.
Perhaps, there could be a limit on the kind of passenger service, the extent of it.

That would be a safeguard. At least that would tie the board in a little
more than they are now because you know what happened in the case of the
“Dominion” to come back to that. They discontinued the train and the board
then had to put in a suspension order.

Mr. BELL (Saint John-Albert): I appreciate that Mr. Frawley; but would
not this have the effect of allaying the fears of those who think that even the
“Canadian” may be downgraded now? This would take the matter into Par-
liament and would provide the safeguard that the people’s representatives
would have to deal with it, and the criticism that the board does not deal with
these matters as impartially as it should, would be allayed?

Mr. FRAWLEY: I am sorry; I really apologize. I did not address myself to the
point you were making.

I agree with that entirely. Whether Mr. Brazier had said so or not—and I am
glad that he did—I would be of the same opinion. Let us get to Parliament. I
make no apologies for saying that the board allowed the “Dominion” to be
discontinued, against our protests. I think it would be a very good thing if
Parliament had a say before such an important thing as interfering with the
transcontinental passenger service be allowed to go into effect. I go along with
that idea, Mr. Bell.

Mr. BELL (Saint John-Albert): Thank you very much.

The second proposal on which I would like to ask for your thoughts about
its workability concerns the proposal that has been put forward by the
Locomotive Engineers and others, that, amongst other things, we declare certain
minimum passenger services as necessary. I appreciate that we are speaking of
minimums and you feel that the “Dominion” should go back on; but separate
from that, and from a long term standpoint, these various organizations say that
we should declare certain minimum passenger services necessary in the national
interest, along the lines of the MacPherson Royal Commission recommenda-
tions; and that some sort of an authority—whether it is actually the Board of
Transport Commissioners or not—be involved in the administration of a subsidy-.
This would have the effect, in my opinion, of dividing, in some way, the
responsibility for passenger service between the two railways and they would
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have to perform certain good passenger service in order to qualify for this
Subsidy. In this way, we would have a better check on the losses of the
Passenger service and it would equalize the responsibilities and the resulting
financial outlay of the Canadian people as between both the Canadian National
and the Canadian Pacific.

Would you like to comment on this, because it is one of the ideas I feel we
are going to have to come to when we finally make recommendations.

Mr. FRAWLEY: Yes, Mr. Bell, I would like very much to comment.

Really what you are proposing and what I have said in this statement are
not very different. There is one important exception, though. My people are not
Subsidy-minded and, personally, I subscribe to the views of the people I
represent. That is why there is no question of subsidy in the statement which
Alberta is presenting. Let us say, Mr. Bell, that we have arrived at a point
Where it is practical to say,“That is a minimum, and that border must not be
crossed”. Then you say, “If that minimum cannot be carried on at a profit, then
the national treasury would look after it”. I part company there. I say the
Canadian Pacific shareholders will look after it. In the case of Canadian
National the shareholders are looking after it anyway. The shareholders are the
People of Canada.

Mr. BELL (Saint John-Albert): Do you think that the recent changes in
CPR management, whereby certain new officers do not have a full railway
Passenger background, may mean that the company would not be interested. I
Say this with all due respect to the ability undoubtedly, from an over-all
Corporation stand-point, of the new officials. Do you have any fears that because
the old railway men of the past are not as involved directly that we will have a
!ESS interest on behalf of the company—a lesser interest than we already have—
In the railway passenger part of their operations?

Mr. FRAWLEY: I do not think it is unfair at all to say—and there is certainly
No reflection on the ability and the integrity of the fine people who are running
he Canadian Pacific Railway—but I do not think it is unfair to say that they are
Oriented toward this investment and industrial complex into which this great
Tailway has been transformed by the creation of, and the success which has
attended, the separation of Canadian Pacific investments. I think that must be
always kept in mind in considering what you are advancing, Mr. Bell.

Mr. SHERMAN: Mr. Frawley, I really just wanted clarification on one
Specific point, and that is the question of subsidies. I take it there is absolutely
No question in your mind and you are unequivocal on the question of subsidies.

hat is, that, in your view, the CPR is not entitled, and should not be considered
as entitled, to any subsidy for operating the “Dominion” passenger service.

Mr. FRAWLEY: Yes, I do not like to say “unequivocal” because it is a strong
Word and I do not want to be completely unequivocal, but I do say that one can
Make out a case very easily along the lines of my case. When you have this kind
of corporation, namely, the Canadian Pacific Railway Company, I say that we
Tegard it as somewhat of in incongruity that a corporation as wealthy as the

St annual report shows Canadian Pacific Railway to be, should be permitted to
bandon essential passenger services on the ground that the statistically segre-
8ated passenger department is unprofitable. That perhaps sums up my position.

Mr. SHERMAN: Yes, it does sir; thank you. This leads really to the question I
Wanted to ask. In my province of Manitoba, as you know, there is anxiety in
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certain quarters over the fact that if the “Dominion” passenger service operated
by the CPR, or any passenger service for that matter, can be effectively proven
to be unprofitable—that is, in itself a money-losing proposition—and if this
Committee, or the Parliament of Canada, should take the position that the CPR
should be invited and directed to maintain that service regardless of the loss
picture on the books—there are quarters in my province, as I say, who feel that
the burden of that operation should not fall upon the freight shipper. This is an
argument with which you are fully familiar.

Mr. FRAWLEY: I quite agree.
Mr. SHERMAN: Do you agree with this?

Mr. FRAWLEY: For many years I have advanced it, along with counsel from
Manitoba.

Mr. SHERMAN: The burden should not fall upon the freight shipper?
Mr. FRAWLEY: That is right.

Mr. SHERMAN: Is there any way that you would suggest that the two
positions can be reconciled so that the burden is not to fall upon the freight
shipper? If, in your view, and in the view of the majority, there is no valid
Jjustification for a subsidy, in other words, for placing the burden on the federal
treasury—on the Canadian taxpayer—how do we defend this latter position?
How do we direct the CPR to maintain this service with that loss picture
aceruing to it?

Mr. FRAWLEY: Remember, Mr. Sherman—and perhaps it is just as well that
you asked me in the beginning whether I was completely unequivocal—I am
talking about the one thing, one second transcontinental train; I am mnot
suggesting that the Canadian Pacific Railway Company should be frozen in all
its passenger services wherever they are today, and that all the unprofitability
of all of those railways be charged up to the shareholders. I am just sticking to
my last. I say that they can be directed to operate a second transcontinental
train and that would not constitute misallocation of resources, and that that
should not be subject to a subsidy from the national treasury. But the operation
of that second transcontinental train, which is all I am addressing myself
to—that can be taken care of out of the other incomes which Mr. Brazier
mentioned in Vancouver, or out of Canadian Pacific investment profits, which is
just another way of saying the same thing.

Mr. SHERMAN: Is it possible to prevent the CPR from placing that burden
on the freight shipper, though?

Mr. FRAWLEY: Oh, yes. There is a very fine way of doing it, Mr. Sherman.
That takes us back to the fight we had from 1946 to 1958. They put the burden
on the freight shipper, because they had an item of expense just as real as the
wages of the engineer—an item called “passenger deficit”. That is how the
burden went on the freight shipper. That should be completely eliminated, if
the national treasury has to look after that, for all the passenger deficits; but
remember, I am talking about this second transcontinental train.

The CHAIRMAN: Mr. Frawley, that is the last question members have, but
there is one thing that has been concerning me. You have mentioned, and
rightly so, that your presentation is on behalf of the province of Alberta, and
that you are not really, in a sense, concerned with the national picture from one
end of the country to the other as far as, let us say, the second transcontinental
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train is concerned. You say, “As far as the province of Alberta is concerned, we
Want this second transcontinental.”

Just assuming that it is found that the province of Manitoba and the
Province of Saskatchewan—and we know that the province of British Columbia
IS really not concerned so much with this second transcontinental train—but
assuming that Manitoba and Saskatchewan found that an improved dayliner
Service was sufficient for them, one that was run efficiently, what then is the
Position? It places this Committee, and the members generally, in a difficult
Position. What do we do with one province. Do you follow my reasoning?

Mr. FRAWLEY: Yes, I know exactly what you mean, Mr. Chairman.

. The CHAIRMAN: The province which says, “We want this second transcon-
tinenta]”?

Mr. FRAWLEY: We are not difficult to get along with in Alberta.

The CHAIRMAN: I am not saying that. I am looking for some help.

Mr. FRAWLEY: I have suggested, and I think, that if you reach that stage in
Your thinking and you had Manitoba, Saskatchewan and British Columbia
content to have the second service done by dayliner and we were holding out
for a fully equipped transcontinental train, I would like to think that we could
Tesolve that—that the provinces could resolve that apparent difference of points
of view,

The CHAIRMAN: I did not necessarily want to say this is the plan they
accepted. I say just assuming they did.

Mr. FRAWLEY: That is right. I did not think that British Columbia would be
Satisfied with a dayliner. British Columbia made quite a fuss about the fact that
they carried all the people and they just had to have first-class service to get
all those people over the mountains down to the west coast. I do not quite know
Whether British Columbia would be satisfied with a dayliner service. I know
that Saskatchewan has said: Give us a dayliner service between—first it was
randon to Moose Jaw—and then, wanting to enlarge it a bit, they said,

innipeg to Calgary; they would be rather satisfied with a dayliner service, but
would not think British Columbia would be taken care of.

Mr. PascoE: I just want to clarify this. They woulq sooner have a second
transcontinental, but they suggested that a rail liner service might be acceptable
as a last alternative.

Mr. FRAWLEY: All I say is that you should not regard us as standing in the
Way and of being obstructionist to the point where suggestions that you have in
Mind would fail because we were holdouts.

The CHAIRMAN: No, no. I did not imply that, Mr. Frawley. I assumed that
this was the picture because, you had stated: “I am only here for the province
of Alberta”, and that is it. I just wanted to get a clear picture, if the other
Provinces said “fine”. I wanted to get the province of Alberta’s stand.

Mr. Frawirey: That is right, Mr. Macalusq. I wanted to convey the
Impression that we were really taking a large view of the matter and not a

Parochial one I hope that does not lead us into an impasse.

Mr. BELL (Saint John-Albert): This is quite important, and I am glad the
Chairman asked this question. X : X

Would it not be fair to say that there is consxqeratlon of the second
tI'anscontinenta\l passenger service and, also, these regional dayliner types of
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proposal, and it could be that Alberta puts more emphasis on the former than
some of the other provinces. It is just a question of emphasis.

Mr. FRAWLEY: I think that is a fair statement.

The CHAIRMAN: Well, gentlemen, that is the end of the questioning. I would
like to thank Mr. Frawley for his presentation and for being here for a day and
a half with us. We appreciate very much, Mr. Frawley, that you have appeared
before us. We have now heard from all the provinces officially.

Gentlemen, I would suggest that we get into some other business.

Before doing so, I do want to bring to your attention a letter received
from Mr. J. H. Sherrett, industrial commissioner from the town of Kenora, who
appeared in Winnipeg. The letter is dated May 18, 1966, where he answers
certain questions that were raised in the Committee, about the taxes that are
paid by the Canadian Pacific Railway Company to the town of Kenora.

I would ask for a motion that this be printed as an appendix to our minutes.

It is moved by Mr. Reid and seconded by Mr. Fawcett.

All in favour. Carried.

Mr. CaNTELON: I want to raise a matter of privilege—

The CHAIRMAN: When we finish detailing this I will hear your question of
privilege

There is a letter and a short additional submission by Mr. R. G. McCulloch,
alderman for the city of Red Deer, dated May 17, 1966 in which he states:

It was a new experience for me to appear before your Committee.
May I say I enjoyed this experience. I was impressed by the Committee’s
meticulous attention and respect for the submission of each individual
who appeared. I came away from the Calgary hearing convinced that
Canada’s very pressing transportation problems are receiving the careful
attention they deserve. Perhaps the next cross country movement of a
committee such as yours might travel to the beautiful park land area of
central Alberta with a visit to Red Deer.

With best wishes on behalf of the mayor and council, the city of Red
Deer.

per Alderman R. G. McCulloch.

I would ask that his additional submission be printed as an appendix to our
Minutes and Proceedings today.

Moved by Mr. Olson and seconded by Mr. Pascoe.

Carried.

Mr. CanTELON: This is relatively insignificant, but I did not want anyone to
think on reading page 596, where I made a comment about two thirds down the
page that I knew anything about Seattle. I think probably in picking it up with
the tape they did not get the first few words, because this was in interjection.

What I said was: ‘“The CNR does that regularly.”

The CHAIRMAN: It is noted, Mr. Cantelon.

Gentlemen, I think we should move on to the further agenda, but perhaps
we can do that without this matter on tape because, it would normally be a
subcommittee meeting; but I would prefer to do it with the Committee as a
whole. I do not know if it is necessary that this matter be taped as part of the
Minutes. I would think not.
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Mr. OrsoN: Mr. Chairman, if I may, I would like to make a motion
Trespecting the disposition of some of the subject matter before us so that we
can make some positive suggestions, and I would respectfully suggest that the
motion ought to be in the Minutes.

The CHAIRMAN: Yes; I would think that if there is a motion it should be in
the Minutes.

Mr. OLsoN: May I do that now, Mr. Chairman?
The CHAIRMAN: Yes.

Mr. OLsoN: Mr. Chairman, I move, seconded by Mr. Cantelon, that the
Committee prepare an interim report to the House containing recommendations
Tespecting the CPR passenger service requirements for the tourist season in
1966 and for the additional accommodations required in 1967 to meet anticipat-
ed demand from Expo 67 and Canada’s centennial activities. And, secondly, that
the subcommittee be instructed to appoint a committee to draft the report
forthwith.

The CHAIRMAN: It is moved by Mr. Olson and seconded by Mr. Cantelon
that the Committee prepare an interim report to the House containing recom-
mendations respecting the CPR passenger service requirements for the tourist
season in 1966 and for the additional accommodations required in 1967 to meet
anticipated demand from Expo 67 and Canada’s centennial activities. Secondly,
that the subcommittee be instructed to appoint a Committee to draft the report
forthwith.

Mr. OLsoN: In speaking to the motion, Mr. Chairman, I suggest that we
Tequire this interim report immediately because of the time factor respecting
;ﬁlhe tourist season for the summer of 1966 which is nearly, if not already, at

and.

The second thing that I would suggest is that we need to dispose of this
Matter particularly, because this Committee has had the estimates of the
Department of Transport referred to it.

I may be presumptuous to suggest this, but there is a disposition in the

ouse, I think by all parties, that we should try to complete the consideration of
these estimates before the summer recess, and time is running out in that
Tespect.

The other matter is that later this year we could perhaps prepare a final
Treport involving the whole of the subject matter referred to this Committee.

In addition to that, later on this year I think it is fair to say that we are
going to be charged with the responsibility of perhaps looking into some
Problems that have arisen with respect to the operation of the St. Lawrence
Seaway, and certainly we will have the new railway bill referred to us
Sometime before the end of this session.

Therefore, if we are going to make any progress and do something useful in
this whole matter of transportation, and in view of all of the work that is ahead
of us, I think that the time has come when we should, in fact make some
Positive steps, and my suggestion is that there should be an interim report
Tespecting the two matters in the motion, and that it is appropriate to do
Something about those now.

Mr. Rock: Mr. Chairman, the experience I have had in the past, especially
When we were studying water levels, was that once we made an interim report
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we expected to go back to study more about water levels and it seems it never
came about.

I have the feeling that if we have an interim report now, the most
important question that should be asked of the CNR and also of United Aircraft
may not be heard.

I feel we have time between now and the summer recess to have this
important matter discussed. We could have United Aircraft before us. I feel this
is of the utmost importance. It is a breakthrough in speed, and, according to our
term of reference, future plans for passenger service is one of the items of the
utmost importance. This breakthrough that we have, which CNR has accepted
and on which they have negotiated a $10 million contract and I feel that is of
the utmost importance, before we have an interim report we should have the
United Aircraft people here. Immediately after them we should have the CPR
back again, and make a complete report rather than an interim report.

The CHAIRMAN: Mr. Rock, if I may sum up the feeling of the members, may
I say that I think you need have no fears whether this Committee makes an
interim report or not in that regard. I give you the undertaking of the Chair.
There are a great many witnesses yet to be heard on the terms of reference that
we have on the CPR passenger service, including the Board of Transport
Commissioners, the Independent Cost Analysts, the United Aircraft people,
where I see the resolution was passed on Friday, and the CPR officials. I can
assure you that you need have no fear on that. You can take my undertaking, if
it is sufficient for you, that this matter will not be shelved after an interim
report comes about.

Mr. Byrne, you are next.

Mr. BYrRNE: Mr. Chairman, this Committee set out to hear a great deal of
evidence and a multitude of briefs, all of which we accepted as our agenda from
time to time. We have heard a large number of briefs and certainly I, as one
member of the Committee, am not, prepared to accept all of the evidence from
either side; that is, the evidence from the Canadian Pacific Railway on what
they believe they are doing in the best interests of Canada, nor am I prepared to
accept all that has been said on the opposite side.

For instance, there are at least two representations that were made on the
western prairies—they were quite varied in accuracy—which I would like to
have clarified before coming to a conclusion at this moment on what should be
done with the existing services, or the services that have been abandoned.

During our hearings in Medicine Hat one witness, Mr. Nelson, did not have
a prepared statement but he undertook to read some excerpts from a booklet
prepared by Canadian Pacific Railway called ‘“Facts and Figures”.

Mr. OLson: That was in Regina or Moose Jaw.

Mr. BYRNE: Yes, Moose Jaw; pardon me.

On his reading a statement like this I questioned the witness if he were at
that moment quoting Canadian Pacific Railway booklet and he said yes, that he
was quoting right from the horse’s mouth. Well it turned out that he was
reading from notes that he had made in the margin of the book, seeking to
present a picture that was not in accordance with the facts.

Mr. Mauro, in Winnipeg, commenting outside of his brief, said, among other
things, that the Canadian Pacific Railway, when entering into an agreement
with the government to construct the Crowsnest Pass railway, were given $11
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million—that there was a grant of $11 million—plus a large acreage of land
Which developped into prosperous mineral resources, and then went on to say
that this resulted in their attaining Consolidated Mining and Smelting Com-
Pany—Cominco—which is undoubtedly a subsidiary which is extremely profi-
table. Again, what he stated was not in accordance with facts as I knew
them, and still do not.

We have heard only one presentation, which was made at the outset of our
Committee hearings, by the Canadian Pacific Railway whom, after all, we are
Investigating under the terms of reference, to determine whether the railway’s
Present program and future plans for passenger service on the lines of the
Canadian Pacific Railway to meet the effective demand of the public for such
service, and the effects of such program and plans we refer to the standing
committee. Nowhere in these terms of reference does it state that we are to
Mmake recommendations with respect to the “Dominion” service or the
“Canadian” or other services on a piecemeal basis. We are to study the entire
Program and then make a report.

I am prepared to make an interim report that we should hear from those
People who are being investigated at this time, in order that we may clear up a
Number of matters which have been brought up by these briefs. Many members
ave indicated, throughout our travels in western Canada, that they had a great

deal of ammunition which they would use in questioning the Canadian Pacific
ailway officials when we returned to Ottawa. I think we should hear the
anadian Pacific Railway before we make an interim report.

Mr. Rem: Before we make our interim report I would like to have a “go” at
the CNR passenger people. They have been used as the great white fathers, so
to speak, in leading the way into providing improved passenger services. I
Would like to have a closer look at the CNR’s operation.

Secondly, I want to hear the CPR again. As Mr. Byrne suggested there is a
8reat deal of information we received on the prairies which I think the CPR
Ought to have a chance to answer before we make an interim report.

_ Thirdly, before I would be prepared to make an interim report, I would
ke to have the minutes of the meetings, which have not come around yet. We
are still to a large extent in the dark about some of the questions and some of
he answers that we got in our questioning on the western trip.

To deal with Mr. Olson’s point of urgency, I think perhaps, while we are
Waiting for other witnesses to come forth, we could start on the Department of

ansport estimates.

The CHAIRMAN: Mr. Reid, this matter of the minutes is something which
has been troubling the Chair since we returned from the western trip. We have
Teceived only the minutes of the meeting in Vancouver, B.C., on Saturday,

¥ i

I have been after the clerk all week about them. He has been working
bretty hard with the printing branch. This morning we followed it up again, and

ere is some problem of being overloaded, I understand.

I have been trying to impress upon the branch how important these
Minutes are for our interim report and for CPR’s rebuttal of some of the briefs.

; I would be very optimistic in saying to members of the Committee that we
Will have the minutes in a short time. I am informed that the Calgary minutes
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are at the printers now; the Medicine Hat minutes are at the printers; Moose
Jaw is not edited yet; Brandon is not edited yet; Winnpeg is not edited yet;
and Port Arthur is not edited yet.

Mr. REmD: My point was, with respect to Mr. Olson’s point, that while we
are awaiting these minutes perhaps we could start work on the Department of
Transport estimates, or call the CNR passenger people.

Mr. FAWCETT: Mr. Chairman, I am speaking, of course, in support of
Mr. Olson’s motion.

In the first place, in connection with what Mr. Rock had to say, I do not see
why an interim report should interfere in any way with the other minutes of
this Committee.

Mr. Barnett suggested that he does not thmk our terms of reference permit
us to make recommendations.

The CHAIRMAN: They do.

Mr. FAwWCETT: If we could not make recommendations I do not know what
the point would be in our sitting here.

Mr. Branp: I understand that we are not to single out any specific service;
we are to make recommendations and to study the entire passenger service.

The CHAIRMAN: There is nothing to stop this Committee from making an
interim report on any part of the terms of reference that we are investigating.

Mr. FAwceTT: I would agree with Mr. Reid that it would be very helpful to
have the CNR first; but I still have to get back to this matter of urgency. If the
“Dominion” is to go on this summer it should be advertised now, not even two
weeks from now. In fact it should be in the process of being set up now.

I think, on the basis of evidence we have heard, that there is a very great
need for the “Dominion” particularly during the vacation period. I do not think
there was any evidence that we heard that did not support this.

Some witnesses, I will admit, did mention alternate service but I think, on
the whole, the main concern in the first instance was to have the “Dominion”
reinstated, at least for the summer months.

To get back to the point of operating it this summer, I am not one that
believes that there is a great profit in passenger service, but I do think that the
CPR can get enough business at least to break even this summer on the
“Dominion”; and I think it is very urgent that the “Dominion” should at least
be reinstated for the summer months.

The CHAIRMAN: We are not talking about the merits of an interim report
right now, Mr. Fawcett, we are talking about whether an interim report is to be
made.

Mr. FAWCETT: If we do not put in an interim report how are we going to
take any action? That is all I have to say.

Mr. CANTELON: I think everybody who has spoken has said something that I
was going to say, except Mr. Byrne. Of course, I take issue with his view that it
is beyond our responsibility.

I feel that there is some urgency in this and this is why I seconded the
motion. I agree entirely with what Mr. Fawcett has said, that if it is not done
immediately—unless the CPR decide on their own that they are going to
introduce the “Dominion” this summer—it will not be done, and hence the
tourist season will go by with very inadequate services, particularly to the
Pacific coast.
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. On that basis I think that it is worth while that we should bring in an
Interim report.

Mr. DEACHMAN: There are a couple of points I would like to see cleared up
before any report is written.

I would like to hear some explanation about the “Rapido” train which the
CN proposes to put on, and also to hear something from the CN on the subject
of computer ticket sale control.

Here are two acute arguments which were brought forward by the CPR.
Ithink, before we can move conclusively to any kind of report, or any interim
:ﬁport, these two points ought to be reviewed, first with the CN and then with

e CPR.

Mr. SALTSMAN: Mr. Chairman, I think that it is possible to deliberate so
long that the question of whether you are going to take any action or not

ecomes academic. It may be too late for that sort of thing.

I would like to speak very briefly on the question of the credibility of some
of the witnesses. Of all the witnesses whom we have heard before this
Committee, very few of them could be considered as not credible. I think there

ave been the odd witnesses who have raised some question in my mind, but by
al}d large we have had a very responsible body, a very expert body, of
Witnesses appearing before the Committee.

A number of common factors emerge, a number of common grounds of
agreement emerge: One, that the “Canadian” should not be discontinued and we
should move to ensure that it does not happen. Secondly, there seems to be
COmmon agreement that the “Dominion” should be restored; and there is a
8reat agreement that an urgency exists to do it now. For this reason I would
Support the motion by Mr. Olson on the basis of this urgency and on the basis
hat I think there has emerged, from the work of this Committee, a general
Consensus.

Mr. PASCOE: Mr. Chairman, I would like to support the motion that this
Committee make an interim report as soon as possible.

I would suggest that an interim report is, as others have said, a matter of
Urgency because of the nearness of the tourist and the holiday season. From
Teports I have heard CPR officials may be waiting for some direction from this
Committee regarding the expected heavy June, July, August and September
Passenger demands.

I might go so far as to say that I have heard reports that the CPR is
Presently holding “Dominion” equipment available for possible use this sum-
Mer. Because of this I consider that an interim report should be made now.

Mr. BYRNE: Mr. Chairman, I am wondering if the clerk could not get in
touch with the Canadian Pacific Railway officials to determine whether they are
Prepared again to appear before the Committee, having regard to the fact that

ey have copies of the briefs that were presented and they had officials
attending the meetings.

The CHAIRMAN: If I could help the Committee on this—I was going to
Mention it: On that point that you raised, when we returned from the West I
Teceived a telephone call from Mr. Sinclair, the President of the Canadian Pacific

ailway. I advised him that the Committee was intending to make an interim
'eport, and I think it is imperative that this Committee does make an interim
Teport, That is my personal opinion.
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Mr. Sinclair said that he had received all the briefs, but that of course he
had no knowledge of the questioning that had taken place and would like to
examine the questioning in detail.

He did indicate that he wished to appear before the Committee before an
interim report is made and that I should advise him when we would be able to
receive the minutes. I have not called him back, because I did not have any
definite information until this morning that there would be a long delay in
receiving our minutes.

I would suggest to the Committee—and this is the feeling I think—that the
motion is in order except for the second part, that the subcommittee be
instructed to appoint a committee to draft a report forthwith. I think that such
an interim report should be drafted forthwith because the subcommittee have
that power anyway, Mr. Olson.

Apart from that I would think that this Committee would be subject
perhaps to some undue criticism if we did not allow the CPR to rebut, if they
wished to, some of the briefs; and since they have indicated that they wish to
appear before an interim report is made I think it would be wise, since the
minutes are not going to be available, to call the CPR tcday—and some of the
representatives are still here—to have Mr. Sinclair and his officials appear, let us
say, forthwith, to make a presentation before an interim report is made.

I think an interim report is in order and should be made by this
Committee, but I do feel that we would be subjecting ourselves to some undue
criticism if we did this before the CPR was heard. I must say that I am
expressing a personal opinion that we need to wait for the CNR at this time, but
we do have the problem which was brought out by Mr. Olson that we have a
real log of work ahead of us, including the estimates. I have been informed by
the Minister that he would like to appear, to have his estimates put through,
and we would have to suspend these CPR hearings to hear the estimates, and
during the discussion of the estimates there is no doubt that the matter of
seaway tolls will come up. It might take a little longer than we anticipate in
passing the estimates through this Committee.

The CNR is waiting to appear, Air Canada is waiting to appear and we still
have many witnesses to be heard on the CPR matter, so the matter of urgency
does arise in that estimates have to be passed through this Committee within
the next week

Mr. BYRNE: Would an amendment be in order then?

The CHAIRMAN: I would suggest to members in general that we call
immediately the CPR officials and then move to make the interim report.

Mr. Bell is on next. I just wanted to pass on the information that Mr-
Sinclair gave me.

Mr. BELL (Saint John-Albert): Mr. Chairman, I have not got anything
too different to what has been set forward. I believe that we have a good
committee going, we had good hearings out west and we should make an
interim report.

However, we have to look practically at the effects of this report even
though it is not necessary that anybody pay any attention to the report. I think
it is like a judge making a decision. He wants to know the practical effect of it.

Two things come to my mind. I think that we owe it to the CPR to find
out—whether they officially appear or not can be looked into—if this is physically



May 31, 1966 TRANSPORT AND COMMUNICATIONS 1239

Possible. We have heard this, but we do not know for sure whether it can be
done.

I would, secondly, like to know about the time element. Is it possible now,
by fast advertising, to get into the tourist business? I would hate to see us put
the “Dominion” back on and find that it is too late, and have a very poor season
that would hamstring us for 1967.

It might be that the steering committee, or a committee, could be appointed
to move on this, whether or not the CPR were given the opportunity to officially
appear; certainly we could not refuse them if they wanted to appear.

The CHAIRMAN: Mr. Sinclair called to say that they wanted to appear
before an interim report was made.

Mr. Bell (Saint John-Albert): If we are obligated we should get moving
on it right away.

Mr. Rock: I just wanted to say that I agree with your remarks. However,
there is one important fact that you have forgotten and to me it is one of the
most important matters. I feel that United Aircraft, because of this break-
through for future train travel should be here at least a day before the CPR,
S0 that we can have some facts about the technical changes in faster trains on
the same railroad tracks. This is something of the greatest importance.

The CHAIRMAN: After the report?

Mr. Rock: I do not think so, because we cannot question them after the
CPR. Once they come the second time that is the end of them.

The CHAIRMAN: They will be back again the third time.

Mr. Rock: That may be, but to me the whole future of train travel is based
On faster trains, and we seem to be forgetting this.

The point is that the CPR is coming back, and there are a lot of questions I
Would like to ask them at that time about faster trains. I have asked them about
this before and I did not like the answers. With this new information they will

ave to change their answers.

The CHAIRMAN: The only reason for CPR coming back at this time would
e to speak in answer to some of the submissions that we have heard in the
est. They will be coming back at the very end again, after we have finished
With the Board of Transport Commissioners, United Aircraft, Independent Cost
An'allysts and others who wish to appear. There are others who wish to appear.
The CPR will be coming back, as they indicated in their first appearance
efore this Committee, because we still have to go into the reservation system.
heir appearance at this time, as was indicated to me by Mr. Sinclair, is to
Tebut some of the charges that were made in the briefs during our western trip.

Mr. Rock: You are absolutely right; I agree with you. But the point here is
this. First of all, there is a motion made by the member from Medicine Hat, and
1o one knows here whether we agree with that type of action for an interim
Teport or not, and yet we are calling CPR back here for that purpose. If this is
What is going to take place we are completely out of order.

The CHAIRMAN: They have asked to come before the Committee for that
Purpose,

Mr. Rock: I would like to know about this motion.
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The CHAIRMAN: I would think, Mr. Rock, that from our trip out West and
here enough information has been gathered by CPR officials that there would be
an interim report made by this Committee.

Mr. CANTELON: I do not think it prejudices our case at all to make an
interim report. I think there is an urgency in this interim report. There will be
a main report which will deal with the whole matter of passenger service, and
when that comes up then I think this technological, developmental thing that
you are so interested in—and I am, too, for that matter—can be discussed and a
recommendation could be made then. I do not think there is any possibility of a
recommendation on that particular thing being made in the interim report,
because that is not a question that is facing us in the interim report.

Mr. CARTER: Mr. Chairman, what you are proposing is that we defer the
interim report one stage until we hear from CPR and then carry on from there.

Mr. DEACEMAN: Mr. Chairman, may I put an amendment at this point? The
amendment to the resolution would be that we proceed with the writing of an
interim report immediately following the recall of the CPR, and that the CPR
be recalled forthwith.

Mr. CANTELON: I second the motion.

Mr. OLsonN: If I may speak to the amendment, Mr. Chairman, I want to
emphasize, as strenuously as I can, the time factor.

I can appreciate the reason for the CPR asking to come back to rebut some
of the matters that were raised in the many hearings but let us be fair about
this. The CPR have had more time before this Committee than any other
witnesses, and quite properly so; but they have not only had a little more time;
they have had probably ten or twenty times as much time as any other witness.
I suggest to you that there are people who may want to rebut what the CPR has
said, and this could go on interminably.

I think we have given the CPR an adequate opportunity to state their case
in the first instance, and I would be willing to hear them again—and I am sure
we will—but we get back to this matter of the time factor. I suggest to you that
if a drafting committee went to work on this immediately the minimum time in
which we could expect them to have a report back to this Committee in the
form that would be acceptable to this Committee would probably be ten days or
two weeks. That takes us nearly into the middle of June, Mr. Chairman. This
time factor is becoming so important that if we are going to do anything at all
so far as the summer season 1966 is concerned, surely, in fairness to the
company, and to the effectiveness of what this committee can do, and the
responsibility that we are charged with, we should do something positive by the
middle of June. Otherwise there is no point in doing it at all. Therefore, we get
back to this urgency in the matter of time.

If the CPR had not been heard adequately in the first instance I think that
this would be fine. I want to repeat that we certainly should hear again from
the CPR, but we are dealing with something that is coming up at this moment.

I say, too, that the supplementary judgment of the Board of Transport
Commissioners did, in fact, order the CPR to retain and maintain the equipment
necessary because it may be required in the summer of 1967. If that is true—and
we have to presume that they are doing this—then that equipment is there now.
I suggest, from what we have heard everywhere, that there is not going to be
any great obligation placed on the company to do this for 1966 as well as 1967.
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In other words, I suggest that if we are going to delay this interim report for
the summer season of 1966 even another 10 days—perhaps even less than
that, Mr. Chairman—then there is no point in it. I would suggest that the
Committee members consider this time factor and give it the urgency it
deserves.

i Mr. ALLMAND: Are you prejudging that the report is going to suggest that
‘The Dominion” be put back on in a certain—

Mr. OLsoN: What the motion says—and it says it very clearly—is that we
Prepare a report respecting the tourist season of 1966.

Now, if we run right into the tourist season—and we are in it now—then
there is no point in making it. I am not saying what is going to be in the report,
but I am saying that if we are going to deal with it at all adequately and be fair
to the company, so that they can deal with the recommendation if the
Tecommendation is to reinstate this service, or to provide some expanded
Service to what the “Canadian” offers, then we have to do it within the next
few days or, as Mr. Saltsman pointed out, it will just be an academic exercise.

I would point out that the motion does indicate a definite action to be

en—that the Committee prepare an interim report to the House containing
Tecommendations respecting the CPR passenger requirements for the tourist
Season in 1966, and for the additional accommodations to be required in 1967, to
Meet anticipated demands for Expo ’67 and Canadian Centennial activities.
erefore, in a sense, you are being definite in your motion.

There is just one other point that I would like to make and that is that the
Provinces as well as a number of the cities have, in fact, already appealed the
Soard of Transport Commissioners’ judgment to the Privy Council. The Min-
Ister of Transport has indicated to all the petitioners that it would be quite in
Order and proper for them to state their case respecting anything that may be
myolved in this matter before this Committee.

It just boils down to this time factor; either we do something within a
Week or we are not being fair to the company from the viewpoint of having
anything done for the 1966 tourist season.

Mr. BYRNE: Mr. Chairman, I think that this Committee should seriously
Consider the recommendation which is outlined in Mr. Olson’s motion. After all,
We must realize that the Board of Transport Commissioners has been set up by

arliament for the express purpose of adjudicating the varied questions. If we
are to make the recommendation which is indicated in that motion, without
aving heard all of the evidence, we are, in effect, repudiating the Board of

gnsport Commissioners, and it is certainly a vote of non-confidence in that
o] y. '

Therefore, before making that report, I believe we must hear those who

E’:Uld be in a position either to confirm or rebut some of the evidence we have

ard.
i The board has determined that the passenger service is not essential at this
me. The company in question have given evidence that they believe it is not
*equired at this time. I think we owe it to the Canadian Pacific Railway—and

ely they can be heard before the end of this week—to give further evidence
efore an interim report is made; because it is going to have very serious
Mplications if we are to report in that time.

24407—3
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The CHAIRMAN: On this, Mr. Byrne, I disagree with you on this matter. We
are not concerned with the decision of the Board of Transport Commissioners,
or how they arrived at it, or whether we reverse their decision. I do not feel
this Committee is concerned with that. They are a body; they have come to a
decision. We have a reference to this Committee, and we have a reference that
we are to make a report. I do not feel that we need, or can, be influenced by
what the Board of Transport Commissioners did. This Committee has nothing to
do with their decision.

Mr. Rock: I am making the point, Mr. Chairman, for this reason: First of
all, it is a judicial body—

An hon. MEMBER: No; it is a regulatory body.

Mr. Rock: If we have any recommendations to make, we can recommend
that they change certain methods that they uise, but we cannot turn around and

say, “You must put a train back,” I do not think that we have the power to do
that.

The CHAIRMAN: The Committee has only the power to recommend; it has
no power to direct.

Mr. Rock: Can Parliament also force the issue when they have a body here
which is named by Parliament?

The CHAIRMAN: I disagree with that.

Mr. RED: Mr. Chairman, would it not be possible for the Committee to get
around to striking off its drafting committee which could start going through
the earlier testimony and doing the background work that has to be done for
this report, at the same time as we are hearing the CPR officials, which I think
could be done at the end of this week? You would have the two bodies working
simultaneously.

The CPR would have the opportunity to appear and to rebut what it
wished to rebut, and, at the same time, the Committee would have had the
advantage of the drafting committee already doing the background work.

Mr. BELL (Saint John-Albert): Mr. Chairman, I think, first of all, that we
should bring the steering committee in. I think that the steering committee is
the important subcommittee of this Committee.

I would like to suggest—and I feel that we are not too far apart—that the
steering committee be instructed, along the lines of Mr. Olson’s motion, to begin
immediate work on this, and that they also make contact with the Canadian
Pacific Railway concerning all the practical recommendations that we make.

I would add the proviso, according to what the Chairman has said, that if
the Canadian Pacific Railway request that they appear again on this particular
matter before the Committee we will have to grant them that privilege.

The CHAIRMAN: Well, they have already requested this. I was telephoned by
Mr. Sinclair immediately after I returned from the west, and he said that they
wished to appear before any interim report was made—that they would like to
have the opportunity to do so; they definitely stated that they wanted to appear-
That is why I am bringing it up with the Committee.

Mr. Howe (Wellington-Huron): I think we are faced with whether we
want to make a blanket resolution that “The Dominion” be reinstituted, or get
into a full examination of all the pros and cons—the time schedules, advertise-
ments in the papers, and with rebuttals all over the place. This makes it
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complicated. I am inclined to think I favour the former—that we put it on that
basis—because this will open it up too much.

I suggest, Mr. Chairman, that the steering committee get in touch today
with the Canadian Pacific Railway and find out what would be the practical
effect of a motion that “The Dominion” be reinstituted right away, and report
back to us.

If the CPR wants to appear formally then we will have to consider this in
the Committee.

The CHAIRMAN: I think it is too important to pass off with a motion.

Mr. SHERMAN: I would just like to say, Mr. Chairman, that I think if the
CPR has specifically requested that they be permitted to appear before us again
before we issue an interim report we should defer to that request and permit
them to appear before us again. That request has come from the president of
the CPR, the CPR service is at issue here. It was the CPR who appeared first.
On that basis this investigation was carried out across the west. I think that we
should defer to that request and allow them to appear before us again.

I agree with Mr. Olson’s philosophy and his motion. I believe that time is of

the essence. There is no reason why it cannot be communicated to Mr. Sinclair
that time is of the essence, and that we are going to prepare an interim report;
and that because of that, if they wish to appear before the interim report is
1ssued, it will have to be within the next 48 hours, because we are going ahead
on the interim report.
_ Mr. Ouson: I would like to say, Mr. Chairman, that I do not see any conflict
In what Mr. Sherman and Mr. Bell said, and even the amendment concerned. I
do not see why we have to postpone setting up the committee to draft this and
getting that started. The second hearing of the CPR can be—

The CHAIRMAN: There is only one thing, Mr. Olson; if your motion had
been that the subcommittee be instructed to prepare an interim report to the
House containing a recommendation, I think that would have been a report
Which could probably have been accepted immediately, and we could still, if the
Committee wished, call the CPR. I think, the aspect that might be causing some
Of the members problems is that you are definitely stating what the report
should contain.

: Mr. OLsoN: Mr. Chairman, not what it should contain, but the matter that
1t should deal with—the summer season and the requirements for Expo ’67 and
e centennial. It does not say what the recommendation should be.
An hon. MEMBER: That was not my understanding.
The CHAIRMAN: Well, yes, I agree; it is respecting recommendations.

~ Mr. BELL (Saint John-Albert): Mr. Chairman, do we sit while the House is
Sitting,

The CHAIRMAN: We do not have that permission, but we can ask for it.

Mr. BELL (Saint John-Albert): Would it be an idea to hold the motion in

abeyance and have the steering committe work on this between now and 3.30 or

our o’clock, and get the full information on the matter of Canadian Pacific
ailway’s second hearing?

The CHAIRMAN: I was just wondering if it would meet with the approval of

the mover and the seconder if, perhaps, you would allow the Chairman to call
24407—3
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Mr. Sinclair as soon as we adjourn to find out when they would be prepared to
attend? As Mr. Sherman has said, it is imperative that they attend within 48
hours. I could indicate this to the Committee on the resumption.

Mr. DEACHMAN: I think there is a point of order in respect of what Mr. Bell
has said regarding passing any motion to sit while the House is sitting and
having that effective this afternoon. This would not provide for a notice of
motion and therefore would have to go with the unanimous consent of the
House. We know that there are certain members of the House who are not
disposed to let such motions pass unanimously, and, consequently it would fall
and you would not be able to sit this afternoon.

The CrARMAN: That is no problem. I agree with you, Mr. Olson, on
re-reading your motion, that it contains only recommendatlons respecting this. I
agree with you.

I am just wondering if the Committee and the mover and seconder would
agree to allowing the Chair to call Mr. Sinclair, I could get busy immediately if
they are prepared to appear within 48 hours, or perhaps some of the gentlemen
here could check that for us?

Mr. OrLsoN: The motion calls for the desirability of preparing an interim
report respecting the two matters. It does not say what it will be, and it also
provides that a drafting committee shall be set up, without saying what they
are going to say.

It does not in any way, Mr. Chairman, conflict with another hearing by the
CPR. Perhaps they can come later this week, and perhaps not, but it seems to
me that all we would do by passing the motion is to indicate the desirability of
an interim report respecting the two specific matters for passenger train
requirements.

The CHAIRMAN: I am going to put the motion, Mr. Olson; I agree with you.
I would ask that perhaps the amendment that Mr. Deachman made could
be withdrawn if he so wishes. I think there is nothing that would conflict with
our calling CPR, but I would leave it to the members.

Mr. DEACHMAN: Mr. Chairman, if you are satisfied about the interest of the
CPR in requesting to be recalled, which was what I felt was fair, I am quite pre-
pared to withdraw the motion.

The CHAIRMAN: What I gather Mr. Olson is saying is that he is not opposed
to the CPR being recalled before an interim report is considered by this
Committee. It is just that somebody should start working on a draft—

Mr. Rock: You do not need anything at all in that case. In this case, the
steering committee can do what they want. We do not know what they are
doing half the time anyway! They will be behind doors drafting this recommen-
dation anyway. Why not have the motion and call the CPR down?

The CHAIRMAN: It is moved by Mr. Olson and seconded by Mr. Cantelon,
that the Committee prepare an interim report to the House, containing recom-
mendation respecting the CPR passenger service requirements for the tourist
season in 1966, and for the additional accommodations required in 1967, to meet
anticipated demand for Expo ’67 and Canada’s Centennial activities; and—with
the consent of Mr. Olson and Mr. Cantelon—that such an interim report be
drafted forthwith.

An hon. MEMBER: Are we setting up a subcommittee?
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The CHAIRMAN: There is a subcommittee now.

Mr. OLSON: The steering committee is also a drafting committee, Mr.
Chairman.

Mr. DEacHMAN: I do not see anything about the recall of the CPR; I do not
See provision in there at all for the recall of the CPR. The effect of this motion
will be to make it very definite that we are not going to recall the CPR.

The CHAIRMAN: Well, the amendment I have, moved by Mr. Deachman and
seconded by Mr. Reid, is that an interim report be presented after CPR officials
are heard, and being subject to being recalled.

Mr. DEACHMAN: No; that is not the way it was worded. What I said
Was—simply that we proceed to hear the CPR forthwith before writing the
Interim report.

Mr. OLson: All I can say, Mr. Chairman, is that the motion certainly does
not preclude this Committee from recalling the CPR.

Mr. DEacEMAN: All I said was to “hear the CPR forthwith before writing
the interim report.” “Forthwith” means before we take any other steps. I am
Suggesting that a step must intervene, namely, the calling of the CPR before we
Prepare the report. ) ‘

_ Mr. ByrnE: Mr. Chairman, Mr. Olson can have his opinion but at'the same
time I think we should be entitled to ours.

Mr. Olson is suggesting that, having heard evidence on the one hand, and
aving heard counter-evidence on the other hand, which the party of the first
Part feels quite strongly that they are able to refute—Mr. Olson is asking you to
draw up a report based on evidence that is not essentially correct. Had we not
better hear the rebuttal so that this report can be drafted in terms- that
Will resolve this. The way to do that is to put the amendment and the motion—
Mr. BELL (Saint John-Albert): Mr. Chairman, one more compromise effort:
Would Mr. Olson object to putting in there the general phrase “having due
Consideration for the CPR interests” and this would then place the onus on the
Steering committee, after their phone call to the CPR officials, to decide whether
We have to hear them or not.

Mr. OLsoN: I have no objection to that being included in the motion if it is
Decessary, Mr. Chairman, but I have to go back to the same position. The
Motion does not preclude recalling the CPR, it does not preclude the Chairman
from calling the president of the CPR even today, and it also does not state
What is going to be in the recommendation, all of which can be taken into
account by the drafting committee.

Mr. BeLL (Saint John-Albert): I appreciate that, and I agree with you, but
this is only to satisfy the people who want something a little more definite in

€ way of a reference to the CPR.

The CHAIRMAN: Order, please. Speak to the Chair, please.

Mr. SHERMAN: Mr. Chairman, if this Committee has the assurance of the
Chair that the Chair is going to notify the CPR president of this draft this
afternoon, why does it need to be incorporated in a motion?

. The CHaRMAN: As I said, Mr. Sinclair called the Chairman and he
Indicated that he definitely wished to appear before this Committee before any
terim report was made.
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I would ask everyone, movers and seconders of motions and amendments,
if they would allow the Chair to call Mr. Sinclair, indicate to him the feeling
of the Committee, the urgency which I agree with—of making an interim
report because the summer season is here, and the Chair will undertake im-
mediately to notify all members; and if the CPR officials indicate again they
wish to appear then we can call a meeting Thursday or Friday—immediately.
I would not think that would preclude us from moving on an interim report
thereafter.

Mr. Rock: Mr. Chairman, I think we have a motion and an amendment. I
think we should move to vote on the amendment and we will settle the whole
question,

The CHAIRMAN: I have asked all members, Mr. Rock, to consider what I
have suggested to them.

Mr. Rock: I already understood that the interim report was not considered—

The CHAIRMAN: I am going to ask the movers of the motion and of the
amendment to consider whether or not they are prepared to go along with that.

Mr. Rock: You are asking them to withdraw their motions.

The CHAIRMAN: Order, please. Mr. Olson and Mr. Cantelon would you agree
with what I suggest.

Mr. Ouson: Certainly, Mr. Chairman. There is nothing binding in the
motion as to what the report is going to be. Could we not have an expression of
the desirability of filing an interim report.

The CHAIRMAN: The amendment is moved by—

Mr. DEacEMAN: I would be quite prepared to withdraw my amendment if
Mr. Olson will withdraw the motion.

We have had a long discussion on this. We all understand it, and I think we
are all in agreement with what we want the Chair to do. We are wrangling
about how to proceed with instructing the Chair through motions and amend-
ments. If he will withdraw his motion I will withdraw the amendment, and we
will leave it to the Chair to settle the matter. I am quite sure that the Chair and
the Committee understand what we want to do.

Mr. BeELL (Saint John-Albert): Is it not possible to do what I suggested a
moment ago—to rephrase Mr. Olson’s motion to include what Mr. Deachman
said, and move it? I hope it would be carried. Everybody would be happy.

I will ask Mr. Deachman point blank, through the Chair; Would Mr.
Deachman agree to the incorporation of his amendment in the original motion?

Mr. DEACHMAN: Oh, certainly; I do not object providing if you want to take
what is now an amendment, put it in the main motion, and call that the motion.
This is a roundabout way—

The CHAIRMAN: May I suggest a motion that will incorporate both: That the
CPR be heard forthwith before the Committee prepares an interim report to
the House containing recommendations respecting the CPR passenger service
requirements for the tourist season in 1966 and for the additional accommoda-
tions required in 1967 to meet anticipated demand from Expo ’67 and Canada’s
Centennial activities?

Mr. ByrNE: Mr. Chairman, I cannot agree that this Committee should vote
for that motion. That motion is an instruction to this Committee to bring in @
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report anticipating the demand. It indicates that we have determined that there
1s a demand and that it is essential that this service be reinstituted. So far as I
am concerned I could not vote for the motion in its present form.

Mr. OrLsoN: Mr. Byrne, it is for you to put the amendment to the
motion—

The CHAIRMAN: It is moved by Mr. Deachman and seconded by Mr. Reid
that the Canadian Pacific Railway be heard forthwith before the Committee
Prepares an interim report.

All those in favour of the amendment?

An hon. MEMBER: May I have a clarification on the motion? If we vote for
the amendment and then we vote—

The CHAIRMAN:—On the motion as amended.

Those against?

The amendment is carried.

The motion as amended will be as follows: The Canadian Pacific Railway be
heard forthwith before the Committee prepares an interim report to the House
Containing recommendations respecting the CPR passenger service requirements
for the tourist season in 1966 and for the additional accommodations required in
1967 to meet anticipated demand from Expo ’67 and Canada’s Centennial
activities.

All those in favour?

There will be no debate, Mr. Cantelon.

Opposed?

Motion agreed to.

We are not forcing anything. We have had a complete debate for over an
hour on this matter. There was no resolving it by any compromise whatsover.

he only recourse is to put the amendment and the motion, which is proper.

The motion is carried.
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APPENDIX A-2
May 18, 1966.
THE TOWN OF KENORA ONTARIO
Mr. Maxime Guitard, Clerk,
Standing Committee on
Transport and Communications,
House of Commons,
Ottawa, Ontario.
Dear Sir:

While appearing before the committee in Winnipeg, one of the members
asked me what the Canadian Pacific Railway Company paid in taxes to the
town of Kenora. I did not have this information at that time.

However I have checked with the assessor, and CPR taxes for 1966 amount
to $37,474.85 for land and buildings. I would request that this information be
conveyed to the members of your committee.

Yours very truly,

J. A. Sherrett,
Industrial Commissioner.



May 31, 1966 TRANSPORT AND COMMUNICATIONS 1249

APPENDIX A-3

To: House of Commons Standing Committee on Transport and
Communications, Calgary Hearing May 9, 1966.

From: The City of Red Deer.

The city of Red Deer expresses thanks to the House of Commons Standing
Committee on Transport and Communications for the opportunity to make
representation to it concerning passenger services of the Canadian Pacific
Railway.

This morning is the earliest the writer has been able to peruse written
Teports of the proceedings of this committee, but he has read with interest some

excerpts of them, particularly with reference to the much used phrase “effective
demand”.

The situation at Red Deer is as follows:

1. The present dayliner service does not do a good job of catering to
the needs of the 100,000 plus people living in the Red Deer area. The
schedules are such as to make it awkward for people wishing to spend
the day in Calgary or Edmonton, and extremely awkward for returning
Red Deer area citizens who are unfortunate enough to arrive in Calgary
or Edmonton by air after 5.30 p.m.

Can true effective demand be known when schedules do not cater to the
Needs of potential customers?

2. It costs about half as much again per mile to travel by Canadian
Pacific dayliner as to travel by bus.

Can true effective demand be known when prices are artificially high by 50
Per cent?

Red Deer citizens wonder if indifferent scheduling and artificially high fare
Prices are a prelude to another application to curtail or abandon dayliner
Service between Calgary and Edmonton because of alleged unprofitable opera-
tion. The tacties described are bound to make it impossible to measure effective
demand and, as well, to yield a handsome deficit.

Broadly speaking, does the CPR plan to deliberately make its train service
SO unpopular as to result in a completely exasperated public demanding
Nationalization of CPR passenger services?

Does the CPR seriously believe it can persuade the Canadian public to
acecept its traditional responsibilities to provide a reasonable level of passenger
rain service, without the Canadian public demanding an accounting for the
Undreds of millions of dollars in benefits it has received and continues to
Teceive in payment for its services?

_ Has the CPR not prejudiced its passenger service to be unprofitable
Without any serious attempt to overcome its inflexibility in meeting changing
Customer demands and preferences?
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In Red Deer it is felt that more attention by CPR management to
scheduling, pricing of services (train fares), and merchandizing would greatly
increase the profitability of the Edmonton-Calgary dayliner run. Certainly the
city of Red Deer would oppose any curtailment or abandonment of this service.

In addition to the above brief, I supported in general, on behalf of the city,
the brief presented by the city of Calgary, excepting the portion dealing with
taxation of downtown CPR properties.

Respectfully submitted,

Alderman R. G. McCullough.



2

L e




1258 TRANSFORE AND CONMNOREATIONS Méy 25

In Bed Do 1 s
seNaduitig Duieihe of s
ncroase the profit
&ty :4 haa Du‘: winud oohose g8y Saty

A.%ga:‘:' gaviines fun, Ceriais
st 6 avandonment of this ze;

o the above briaf is
= by the oitr gF ¢

e
e
;;’
b
ﬂ
9

=
iy’ i 4
e
b ?
4 e > - -
- =
g == . -
4 T Tt &2
.n - X
- g > -
X SN o =
i = =i -
e { 7 -
& L. i - & B
S5 S
T . - § -
i -
2
58 e L “ g £ i
= 3
o= P * =




E
.







HOUSE OF COMMONS

First Session—Twenty-seventh Parfimment
1066

et .l .

STANDING COMMITTER

aaoissisdileh a-um -im- -irr
mmﬂ s Yo mn.afmf m & 0\bos

J' OHCMYAS c-m- H : ik
ks Wﬁ&a 1966 o)

U Repeting "
B gubject-matter of the deiupmm i Fuiurs pigns
L #or pessenger service an e Yives of the M&n Pacific Rallway,

wl

~

wrrnmu

: the Csuadian Pacifc Raflway: m 1. D, Sinslals, Pre;me-nt,
! 8. M. Goesage, Ww?fni&.m.

ROGER DUHAME. Faro
UREN- m AN OLLER OF ETATSO %Y
. 4 OTTAWA, vigh




OFFICIAL REPORT OF MINUTES
OF
PROCEEDINGS AND EVIDENCE

This edition contains the English deliberations
and/or a translation into English of the French.

Copies and complete sets are available to the
public by subscription to the Queen’s Printer.
Cost varies according to Committees.

LEON-]J. RAYMOND,
The Clerk of the House.




HOUSE OF COMMONS

First Session—Twenty-seventh Parliament

1966

STANDING COMMITTEE

ON

TRANSPORT AND COMMUNICATIONS

Chairman: Mr. JOSEPH MACALUSO

MINUTES OF PROCEEDINGS AND EVIDENCE

No. 18

TUESDAY, JUNE 7, 1966

Respecting

The subject-matter of the adequacy of the present program and future plans
for passenger service on the lines of the Canadian Pacific Railway.

WITNESSES:

From the Canadian Pacific Railway: Messrs. I. D. Sinclair, President,
S. M. Gossage, Vice-President.

ROGER DUHAMEL, F.R.S.C.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1966

24409—1



Mr.
. Andras,
Mr.
Mr.

Mr.
Mr.
. Carter,
Mr.

STANDING COMMITTEE

ON

TRANSPORT AND COMMUNICATIONS

Allmand,

Ballard,

Bell (Saint John-
Albert),

Byrne,

Cantelon,

Deachman,

Chairman: Mr. Joseph Macaluso
Vice-Chairman: Mr. H.-Pit Lessard

Mr.
Mr.
Mr.

Mr.
Mr.
Mr.
Mr.
Mr.

and

Fawcett,

Horner (Acadia),
Howe (Wellington-
Huron),

Hymmen,
McWilliam,
MacEwan,

Olson,

Pascoe,

(Quorum 13)

Mr.

Reid,

Mrs. Rideout,

Mr.
Mr.
Mr.
Mr.
Mr.

Rock,

Saltsman,
Sherman,
Southam,
Yanakis—(25).

Maxime Guitard,
Clerk of the Committee.



ORDER OF REFERENCE
FRrIDAY, June 3, 1966.

Ordered,—That the Standing Committee on Transport and Communications

be authorized to sit while the House is sitting on Tuesday, June 7, 1966.

Attest.

LEON-J. RAYMOND,
The Clerk of the House.

1251°
24409—1%4



REPORT TO THE HOUSE

FriDAY, June 3, 1966.

The Standing Committee on Transport and Communications has the honour
to present its

FIFTH REPORT

Your Committee recommends that it be authorized to sit while the House is
sitting on Tuesday, June 7, 1966.

Respectfully submitted,

JOSEPH MACALUSO,
Chairman.

(Concurred in on June 3, 1966)
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MINUTES OF PROCEEDINGS

TUESDAY, June 7, 1966.
(32)

; The Standing Committee on Transport and Communications met at 9.40
O'clock a.m. this day. The Chairman, Mr. Macaluso, presided.

Members present: Messrs. Allmand, Andras, Bell (Saint John-Albert),

Byrne, Carter, Deachman, Fawcett, Horner (Acadia), Howe (Wellington-

uron), Lessard, Macaluso, MacEwan, Olson, Pascoe, Rock, Saltsman, Sherman,
Southam (18).

Members also present: Messrs. Davis, Orlikow.

5 In attendance: From C.P.R.: Messrs. I. D. Sinclair, President; S. M. Gossage,
ice-President.

. The Chairman opened the meeting. The Committee resumed its considera-
tion of the subject-matter of the adequacy of the present program and future
Plans for passenger service on the lines of the Canadian Pacific Railway.

Mr. Sinclair was invited to read his brief.
At 11.00 o’clock a.m. the Committee recessed until 11.15 a.m.
On reassembling, the witness continued reading his written representations.

Then, on motion of Mr. Andras, seconded by Mr. Southam,

. Resolved unanimously,—That the brief presented by C.P.R.’s officials and
slgned by Messrs. Sinclair and Gossage, be printed as an appendix to this day’s
Inutes of Proceedings and Evidence. (See appendix A-4).

Mr. Sinclair concluded the reading of his brief.

At 1.00 oclock p.m. the Committee adjourned until 3.15 o’clock this
afternoon.

AFTERNOON SITTING
1(33)

3 The Standing Committee on Transport and Communications reconvened at
25 o’clock p.m. this day. The Chairman, Mr. Macaluso, presided.

3 Members present: Mrs. Rideout and Messrs. Allmand, Andras, Bell (Saint
°hn-Albert), Byrne, Cantelon, Carter, Deachman, Fawcett, Horner (Acadia),

P°We (Wellington-Huron), Hymmen, Macaluso, MacEwan, McWilliam, Olson,
ascoe, Rock, Saltsman, Sherman, Southam, Yanakis (22).

Members also present: Messrs. Crouse, Herridge.

Q In attendance: From the CPR: Messrs. I. D. Sinclair, President; S. M.
Ossage, Vice-President.
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The Chairman opened the meeting. Before the Committee began its exami-
nation of the witnesses, on motion of Mr. Rock, seconded by Mr. Bell (Saint
John-Albert) it was,

Resolved unanimously,—That the letter addressed to Mr. Rock, M.P. by Mr.
Desmond P. White, be printed as an appendix to this day’s Minutes of
Proceedings and Evidence. (See appendix A-5).

On motion of Mr. Rock, seconded by Mr. Sherman,
Resolved unanimously,—That the Committee seek permission to sit while
the House is sitting on Tuesday, June 14 and Thursday, June 16, 1966.

The examination of the witnesses being completed, the Chairman thanked
Messrs. Sinclair and Gossage who retired, subject to be recalled.

At 555 oclock p.m. the Committee adjourned until 8.00 o'clock this
evening.

EVENING SITTING
(34)

The Standing Committee on Transport and Communications reassembled at
8.10 o’clock this evening. The Chairman, Mr. Macaluso presided.

Members present: Mrs. Rideout and Messrs. Allmand, Andras, Bell (Saint
John-Albert), Byrne, Cantelon, Carter, Deachman, Fawcett, Howe (Welling~
ton-Huron), Hymmen, Macaluso, McWilliam, Olson, Pascoe, Rock, Saltsman;
Sherman, Southam (19).

Member also present: Mr. Smith.

In attendance: The Honourable J. W. Pickersgill, Minister of Transport.

The Chairman opened the meeting and invited the Honourable J. .W-
Pickersgill, Minister of Transport to make a short statement before being
questioned thereon.

Then on motion of Mr. Sherman, seconded by Mr. Allmand,

Resolved unanimously,—That the Committee seek permission to sit whilé
the House is sitting on Thursday, June 9, 1966. ,

On motion of Mr. Fawcett, seconded by Mr. Bell (Saint John-Albert),

Resolved unanimously,—That the documents sent to the Chairman of the
Committee by Mr. Burwash, Director of Economics and Accounting Branch ©
the Board of Transport Commissioners be printed as an appendix to this day’s
Minutes of Proceedings and Evidence. (See appendix A-6).

At 9.55 o’clock p.m. the Committee adjourned until 4.00 p.m. on Thursday:
June 9, 1966 provided leave is granted to the Committee to sit while the Hous€
is sitting.

M. Guitard,
Clerk of the Committee.



EVIDENCE
(Recorded by Electronic Apparatus)

TUESDAY June 7, 1966.
® (9.40 am.)

The CHAIRMAN: Gentlemen, we now have a quorum.

I would like to bring to the attention of members of the Committee that,
pursuant to the decision of this Committee last week, we have with us again the
officials of the Canadian Pacific Railway, in the person of Mr. I. D. Sinclair,
President—and I would like to take this opportunity, formally, on behalf of the
Chairman and members of the Committee, to congratulate Mr. Sinclair on his
election as president of the CPR—and with him is Mr. S. M. Gossage, vice
President in charge of day to day operations of the CPR and senior railway
officers, along with our two companions. I am sure all members know our
travelling friends.

Before we commence, gentlemen, we do want to express to Mr. Sinclair and
the officers of the CPR that although we gave them very short notice about
their recall, and have put them to a great deal of time and effort, we are happy
that they are able to attend with us today.

We will commence the brief with Mr. Sinclair.

Mr. I. D. SINCLAIR (President, Canadian Pacific Railway): Thank you, Mr.
Chairman, and thank you for your best wishes on my election; I appreciate that
Very much.

As T expressed to your Chairman, we regret that we were unable to
contribute our presentation in advance. We just got it finished and we were
therefore unable to give you an opportunity of reading it before we appeared.

I also wish to apologize to the Committee that we have been unable to
complete our French text. The French text, however, will be available next
Week,

Before I turn to the presentation, I would like it to be noted that in reading
the transeript—in Volume II, at page 84—I said “There is no rail passenger
€quipment . . .”—that is, “No conventional rail passenger equipment being made
In North America and there has not been any for quite a number of years”.

en Mr. Walters, the legislative representative of the C. of L.E., was here he
said that he was surprised to hear us say that, because the Kansas City
Southern, according to information he had, had built ten new passenger coaches.

In the light of the information that I had—and since I had possibly
Misinterpreted it—we went back to the American Railway Car Builders Institute
and they have confirmed that since 1958 there has been no new conventional
Tailway sleeping or dining cars or passenger cars built on the North American
Continent. However, from 1958 to the present there was a total of 69 passenger
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coaches—that is, coaches, not sleepers or diners—and that is less than one half of
one per cent of the equipment roster of the United States railroads alone. I
want to draw that to the attention of the Committee as what I said may have
resulted in misleading some of you; and I would like to have that on the record,
Mr. Chairman.

In reading some more of the transecript I noticed that I said “let us assume
there was a $60 million deficit” and I noticed that some of the members might
have picked this up as a figure that I was applying to Canadian National
Railways. I made it clear at the time that I did not know what their deficit was.
I do not know. I have looked at the statistics and they do not publish it in their
report.

What I do know is that the figure that they proved and advanced before the
MacPherson Royal Commission, covering 1958, was some $50,358,000; and using
that as a base—and if they calculated it on the same basis that they then did it, I
would anticipate that they surely must have reduced it somewhat from tha $50
million; because they had taken off quite a number of passenger trains. Also,
they have the advantage of all the business now between Montreal and Toronto,
and between Ottawa and Toronto. I would expect, therefore, that their load
factor, which was extremely low, would be somewhat higher. I think the point,
really, is this, that irrespective of whether it is $50 million, or $40 million, or $35
million, it is a very, very large sum of money, and I find it difficult to find any
justification for why a man from one of the outports in Newfoundland should
subsidize a mechanic from Hamilton, or why a farmer from Nipawin, Saskatche-
wan, should subsidize his more fortunate friends who live and farm on the
Portage plains. Whatever the figure is, it is extremely high.

Mr. Chairman, I turn to the submission. We have put an index at the front
of this submission. You will see that under the main headings we are dealing
with costing, contractual obligations, non-rail income, other investments, the
“Canadian”, the “Dominion” and the use of transportation resources. We have
subheadings which, I hope, will enable you to move back and forth with some
alacrity.

Time again has precluded us from summarizing this, and I would think the
most expeditious way of handling it, which might prevent us in the question
period from merely referring to stuff that has already been dealt with in the
written brief, would be if I just read it through as quickly as I could, Mr.
Chairman.

The CHAIRMAN: The Committee would appreciate that, Mr. Sinclair. I know
you like to stand, but if you would like to sit please feel free to do so.

Mr. SincLAIR: Thank you, Mr. Chairman.

Mr. HORNER (Acadia): Mr. Chairman, before Mr. Sinclair proceeds I think
we should be made aware of the fact that this brief deals with roads and
investments—two very contentious points—and if Mr. Sinclair is going to deal
with them, to deal with them in this brief, then I have the full right to rebut or
question him on those points. Am I clear on this, Mr. Chairman?

Mr. Rock: Mr. Chairman, I would like to remind the members of Com-
mittee here that if Mr. Horner had been with us out west he would have heard
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that there were many questions asked in that regard, especially on investments,
and because of that I believe Mr. Sinclair has the full right to make comments
In that regard.

Mr. HorNER (Acadia): I am not saying Mr. Sinclair has not the full
Tight—and I am sorry I was not able to attend the Committee out west—but
nevertheless I live out west and have some knowledge of the transportation
facilities there. I want to have it made clear that if Mr. Sinclair deals with these
bPoints we should be allowed to.

The CHAIRMAN: As far as “other investments” is concerned, as Mr. Rock
stated, this was dealt with in our hearing and there is nothing wrong with its
being dealt with by the CPR in their presentation. We have taken evidence on
“other investments”, small amount non-rail investments of the CPR.

As far as the costing is concerned, we are not going into the costing of
grain. This is strictly a matter of the—

Mr. Rock: Mr. Chairman—

_ The CHAIRMAN: Mr. Rock, if you will allow me to finish. We have precluded
in all our hearings any discussion of grain, grain movement, and I have been
Very strict on that as members of the Committee know.

Mr. Horner, if you will allow me to, I can read and I discussed the matter
beforehand with Mr. Sinclair.

The only matter that is concerning me here—and I have not had a chance to
Tead the three pages—

Mr. SINCLAIR: May I explain them?
The CHAIRMAN: Yes, Mr. Sinclair.

Mr. SINCLAIR: Before the Committee, on a number of occasions, the
Question came up about the Canadian Pacific costing techniques, and reference
Was made by more than one witness to the fact, as was said, that the

acPherson Royal Commission had reduced the variable costs of grain from $17
million to $2 million, and this was the fault of regression analysis and this was
What showed how poor the costing procedure of Canadian Pacific was.

This arises from a complete misunderstanding of what the Royal Com-
Mission did, and all I have done here drawn to the attention of the Committee
What the Royal Commission actually did. It did not prove in any way the
allegation that was made, that what the Royal Commission did with the grain

gures arose from mistakes in regression analysis.

I am not dealing with the costing of grain other than to answer the

allegation that was made to this Committee and accepted by this Committee on
What the Royal Commission had done.

The CHAIRMAN: I would agree. On reading this over, Mr. Horner, I think
that that is quite sound.

_ Mr. HorNER (Acadia): Since Mr. Sinclair is going to do an hour’s reading I
think the Committee should be given—

The CHAIRMAN: We will be here all day long, and I think it was the
deﬂision of this Committee to recall the CPR; in fact, if I recall, it was one of
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your own recommendations that the CPR be called back. I am sure, if you will
look at the transcript, that you agreed with the recommendation of the
Committee, Mr. Horner.

I think we will proceed.

Mr. CARTER: On a matter of procedure; to save time, if Mr. Sinclair is going
to read through all this heavy brief, it is going to take at least an hour, or an
hour and half. I was wondering if we could save time if we read it ourselves
and underline the points we want to question on.

The CHAIRMAN: Mr. Carter, I do not think it would be fair to the CPR. We
had a great deal of thick brief read to us on our western trip and I do not think
it would be fair not to have the CPR present their brief today. We have allowed
others to do so and I think it would be just discriminating not to allow them to.

Would you proceed now, Mr. Sinclair?

Mr. SiNcLAIR: Thank you, Mr. Chairman.

In reading the transcript up to the Medicine Hat hearing—and that is as far
as I have been able to go at this time—it appears clear that there has been
considerable misunderstanding of the costing techniques used by the Canadian
Pacific. This appears to have arisen out of a misconception of railway costing
and of the techniques used for that purpose. It seemed to us a review of some
points should clarify the matter and be of assistance.

Now first, dealing with the adjustment of the variable cost of handling grain
by the MacPherson Royal Commission, references were made to the fact that the
MacPherson Royal Commission reduced the short-fall of revenue on variable
costs for export grain from $17 million to $2 million, and statements were made
that this reduction was attributable to the costing methods used by the
Canadian Pacific.

It should be known that the reduction in the variable cost of export grain
made by the MacPherson Royal Commission was not due to the costing methods
used by Canadian Pacific. The major reduction was due to the adoption of 2
different concept by the Commission regarding solely related branch lines and
to the use of a different rate for cost of money.

Both Canadian Pacific and Canadian National had included in the variable
cost of moving export grain the cost of solely related branch Ilines. Tl}e
MacPherson Royal Commission disassociated these branch line costs from grail
entirely and therefore reduced the cost of moving grain by the amoun.ts
applicable to the solely related branch lines, and dealt with branch lines 1
another way. At page 63, Volume I of its report the MacPherson Royal
Commission refers to this matter as follows:

I then quote from there, and I read towards the end of that quotation:

—we consider the existence of light density lines of importance in the
group of problems facing Canadian shippers and railways. Recommen-
dations to meet this problem have been made.

And here is the important part:

In our present considerations we have therefore removed this ex~
pense from the costs applicable to the carriage of export grain.
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Then they went on and dealt with branch lines and they made a recommenda-
tion which I quote on the top of page 2, in which they set up a branch line fund
of some $13 million.

Further on that page I deal with the “cost of money”.

Both railways used in the cost of grain traffic an item termed “cost of
money” which was developed on the basis of the cost of debt and equity capital
and our calculation was supported by evidence.

The Royal Commission held, however, that the Board of Transport Com-
missioners had fixed a permissive level of earnings for trafic on the railways
generally, and a higher cost than that should not be placed on grain. In other
words, if you wanted to raise the permissible level of earnings you would have
to do it by a separate proceeding before the Board somewhat similar to what
the Bell did and the B.C. Telephone did just recently. Therefore, they reduced
the cost of money which we had in at 6.5 to 3.74.

Mr. OrLIKOW: Mr. Chairman, may I suggest that we invite Mr. Sinclair to
sit down?

The CHAIRMAN: Mr. Sinclair is one of those who is so used to the adversary
System that he likes to stand.

Mr. SINCLAIR: In addition to that there are some minor adjustments besides
those two major ones that I have dealt with, and I point out what they were;
that was in the count of box car days, average weight of train and multiple car
Cuts in switching.

Railway costing was a matter of major interest to the MacPherson Royal
Commission and, just as an aside, you may recall on that Commission there was
Mr. Platt from Lethbridge, a leader in the farm movement, and a man who has
had formal training in statistics and was completely familiar with statistical
techniques and had some knowledge of regression analysis. He was representing
the farm segment of the community on that Commission, if anybody was
Tepresenting any particular segment.

At page 54, Volume I of its report the Royal Commission stated:

The railways presented studies intended to show the costs associated
with the movement of grain and grain products from Western Canada to
export positions. The techniques developed are, in our opinion, significant
contributions to the science and art of solving the very complex and
vexatious problem of transportation costing. The techniques used to
achieve the results are not unique to railway costing, although the results
are of necessity couched in terms of the railway accounts. We are aware
that the studies are not solely applicable to the movement of grain, but
have utility also in costing other movements.

At pages 18 and 19, Volume II, it also said:

The development of costing techniques is particularly vital for
railways, and we have been impressed by the degree of sophistication
already displayed. The submissions made to this Commission on the costs
associated with the movement of grain and grain products from western
Canada to export positions is evidence that the science and art of cost
finding have made significant strides.
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Dealing with multiple regression analysis I refer to what we said when we
were here before in Volume 4, and I pointed out at that time that no expert had
disagreed with the idea that multiple regression analysis was appropriate for
joint cost problems.

I then refer to some questions put by Mr. Fawcett to the economic
representative of the Farmers’ Union, and I then go on to say:

It is clear that there is a lot of misunderstanding regarding the use of the
multiple regression analysis technique in railway costing and, more particularly,
in the costing of passenger train service. The general misconception is that, as
suggested by Mr. Fawcett and others, the multiple regression analysis is a cost
accounting system while in effect it is a tool which enables cost analysts to
separate joint costs which before the development of this technique had to be
apportioned on some arbitrary formula. In discussions of the multiple regression
analysis, there seemed to be an inference that this technique was used to
develop practically all railway costs. While the multiple regression analysis is
an excellent technique, it is only used when it is required and needless to say
that it is not being used when the direct method can be applied to arrive at cost.
To make it clear, it is not a cost accounting system; it does not go back to
primary accounts as a principle; it is used only where direct applicability and
simple and usual techniques will not be applicable. It is to overcome the
arbitrariness that was used in previous application for distribution of joint
costs.

Turning to variable costs, it shows that the multiple regression analysis is
used on only a small proportion—

For example, an analysis of the variable cost of passenger train service for
the year 1965 as reported on page 52, Volume I of transcript indicates that 63.5
per cent of these costs were developed by the direct method as they are directly
assigned to passenger train service. These include, among others, wages of train
and engine crews, train fuel, passenger car repairs and depreciation, the cost of
operating sleeping cars and dining and buffet service, etc. The multiple regres-
sion analysis was used to develop only 13.2 per cent of the variable cost of
passenger train service. An analysis of the variable costs of “The Dominion” for
the year 1964 shows that approximately the same percentage of the total cost
was developed by each costing method.

It is generally agreed by cost experts that the multiple regression analysis
is an eminently suitable technique to develop the cost for various types of
transportation service where the cost is incurred jointly and accordingly cannot
be assessed to any single type of transportation service. In this regard the
MacPherson Royal Commission at page 55, Volume I of its report, said.

“For that considerable body of expenses in the Accounts which are
known to be variable with work performed to a greater or lesser degree,
but are not directly assignable, the availability of computers and the
regression techniques give a sound statistical basis for apportionment
amongst various segments of traffic.”

It is undoubtedly because of a lack of familiarity with railway costing that
suggestions are made that the multiple regression analysis does not produce
reasonably accurate variable costs and, more particularly, that the variable
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costs of system passenger train service or of “The Dominion” are incorrect
because of the use of the multiple regression analysis technique. Mr.
Chairman and members of the Committee, my next point is a review of the cost
of the passenger train service by the MacPherson Royal Commission.

At Winnipeg—and I have only a note of this becausg I have not got the
transecript, and when the transcript is out if I am wrong in my notes we will
have to correct it—

Mr. O’Keefe asked Mr. Mauro if he felt that the Committee could accept the
Dassenger train service cost figures since the MacPherson Royal Commission had
already made a review of the cost of passenger train service. Mr. Mauro
answered that the Commission had performed no costing on passenger services
and that it had only received figures.

Mr. Mauro may have left the impression that the MacPherson Royal
Commission did not review the studies of the cost of passenger train service
Submitted by the two railways; both C.P. and C.N. The MacPherson Royal
Commission had in fact reviewed the cost of passenger train service developed
by the railways and at pages 58 and 59, Volume I of its report, made
adjustments to the cost developed by each railway, and also brought the cost of
the two railways to a comparable basis. This was necessary in light of their
Tecommendation of subsidy payments related to passenger train service, and
their adjustments reflect the conclusions they were reaching.

. When Mr. Maurice Wright was here for the Railway Labour Group, he
Introduced an old friend of everybody who knows anything about railway
Costing, namely Professor Berge. What amazed me was that he was going to try
to use Professor Berge to indicate a different concept from what we had
—because in principle we do not disagree with Professor Berge—and as a matter
of fact our techniques are acknowledged to be considerable advances, and along
the lines where he would like to see the I.C.C. go.

Professor Berge is not contrary to our view, as I will show you.

__ The article that was brought here by Mr. Wright—and obviously he had just
Picked it up in Chicago, and I am afraid he did not understand it—is one of
Numerous articles written by Professor Berge in the last twenty years, in which

€ criticizes the rules of the Interstate Commerce Commission for the separation
of expenses between freight and passenger service.

I want to make clear to the Committee, Mr. Chairman, that the whole
?hEOry of the I.C.C. is to arrive at fully apportioned costs. That should be added
In there. It is important for you to recognize this, because one of the main
Points that Professor Berge is complaining about is that they are, in effect,
applying arbitrariness to costs that we call constant. .

Under the Interstate Commerce Commission rules, the railways first assign

O passenger service the expenses that are directly or naturally assignable to
hat service and apportion all—and that is the important word—all the other
€xpenses of the railway on the basis of statistical factors, or on the basis of the
Vision of expenses which have already been directly assigned; that is,
Applying an absolute ratio; taking the ratio that they had from directly
assignable expense and applying that ratio to all other expenses which they
;Glltl}lld not directly assign, or in which they did not have other factors to deal
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Mr. Wright’s inference in introducing Professor Berge’s article was that the
methods used by Canadian Pacific in developing the variable cost of passenger
train service are the same as those prescribed in the Interstate Commerce
Commission rules, and therefore, the criticism directed against the Interstate
Commerce Commission methods by Professor Berge equally applies to the costs
submitted by Canadian Pacific.

That is wrong. Mr. Wright is obviously misinformed or misunderstands,
because Canadian Pacific does not use the methods prescribed by the Interstate
Commerce Commission and criticized by Professor Berge or do we use similar
methods in costing, whether it is passenger or freight.

The theory of Professor Berge is that the principal business of railways is
the carriage of freight traffic and that passenger traffic is a by-product service.
At the conceptual level, the position of Canadian Pacific does not differ from
that of Professor Berge. It has been our position for many years that the
formula prescribed by the Interstate Commerce Commission was entirely
inappropriate for the separation of railway expenses between freight and:
passenger service and, consequently, produced unrealistic results of passenger
service. Therefore, there was statistical phantasia, as Berge said—and Mr.
Wright thought that he had found some new magic phrase. That is an old one.

However, when you turn to the implementation of his concept Professor
Berge is entirely inadequate. In his articles, he advocated the costing of
passenger train service on an avoidable cost basis and measured avoidable cost
as the cost reported by railroads in the United States as limited to solely or
directly related to passenger train service. His computations ignore the fact that
the separation between common and solely related expenses in the United
States proceeds under vague instructions of the Interstate Commerce Com-
mission so that the reported solely related expenses are only an arbitrary figure.

® (10.10 a.m.)

If you look further at his articles—and you will note these in his articles all
the time—you will find that he is hoist on this petard and he becomes
inconsistent in his own approach. For example, at page 18 of the article which
Mr. Maurice Wright filed with you, which is an appendix in Volume 6 at page
421, Professor Berge says:

All common or joint costs should be charged against the primary
product, which in the case of the U.S. Class I Railroads is undeniably
freight service.

Then further, at page 423 of your transcript, he says:
Separate common expenses, on the basis of special studies, which are
deemed to be avoidable if passenger and allied services were to be
discontinued.

Canadian Pacific’s approach to the costing of passenger train service is t0
identify the elements of cost which are the direct result of the operation of
passenger train service. Some of these elements are readily available from the
accounts, which are kept in conformity with the uniform -classification of'
accounts prescribed by the Board of Transport Commissioners, and I give some
examples: To develop certain elements of cost—further on I say—special studies
are made. An example is yard switching where time studies are made tO
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develop the cost for individual passenger trains and for total passenger train
service. Where the expenses are common to both freight service and passenger
Service, Canadian Pacific uses the multiple regression analysis which in the
opinion of railroad cost analysts here and in the United States is the most
advanced and effective technique available to determine variable costs per unit
of output.

To sum up, at the conceptual level, Canadian Pacific and Professor Berge
are not far apart. Canadian Pacific’s position is that passenger traffic is a
bY-product of the railway plant and should bear no portion of constant cost.
Variable cost is the relevant basis for costing passenger train service. Canadian
Pacific has gone a long way in the maintenance of detailed records and in the
development of techniques for a determination of the variable cost of passenger
train service consistent with its concept. In contrast, Professor Berge is still
Mmaking vague suggestions of changes in the separation rules. He has not yet
Come up with specific methods which would permit the implementation of his
costing concept with regard to passenger train service.

If I may, I think I will now enter into a rather important part of our sub-
Mission, Mr. Chairman, because many people who have appeared before your
Committee have been critical of the cost of the “Dominion” submitted by Cana-
dian Pacific to the Board of Transport Commissioners, and have alleged that
these costs were overstated. Many of these allegations were of a very general
hature and none of these was substantiated by facts.

I will make reference specifically as I go on to where specific adjustments
Were suggested to this Committee. First I would like to bring you back to what
Was done.

In the proceedings before the Board of Transport Commissioners, Canadian
Pacific filed Exhibit 4 which shows the revenues and variable costs of “The

Ominion” for the year 1964 as follows:

ReveRtues i iiisl, sa b TR o LB R $11,154,234
Variable ©Codti. . s SERN S G RN G 20,828,166

Excess of Variable Cost over Revenue $ 9,673,932

Canadian Pacific also filed Exhibit 5 which shows a projection of revenues
and variable cost of “The Dominion” as operated after September 7, 1965 for
a full year. The revenues and variable costs of this projection for the full year
Were as follows:

TLEOVENUILE . w5 45 si0s Spaitins aisin Al s ouss $ 2,852,100
N AT IO T OB s s 5 gpus s 8 s aco sunms o.-3.85% 7,732,100

Excess of Variable Cost over Revenue $ 4,880,000

When we turn to the brief for the province of Manitoba, which you
Teceived in Winnipeg, and look at page 17—once again I cannot refer you to the
anscript and I am going to read from the brief:

The foregoing examples—
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And these are the ones I have just set out again.

—indicate the unacceptability of the cost evdience submitted. In
addition the Board itself, with admitted limitation for ecritical cost
analysis, reduced the C.P.R.’s alleged costs from $20 million to $6 million
and the deficit from $9.6 million to $3 million.

Manitoba said again:

The Board should have rejected completely evidence which indicat-
ed cost exaggeration of 300 per cent and ordered a proper and full
costing of the “Dominion” services. Surely, the public interest required a
satisfaction of such an important factor before discontinuance was al-
lowed.

The statement in the Province of Manitoba Brief regarding the reduction of
the cost from $20 million to $6 million is a typical illustration of a complete
misunderstanding of cost figures. The amount of $20 million referred to was the
variable cost of “The Dominion” for the year 1964 as reported in Exhibit 4 and
included the cost of operating trains 4 and 5 between Winnipeg and Vancouver
during the summer period and the cost of moving head-end traffic on “The
Dominion” for the full year. On the other hand, it is clear from the judgment of
the Board of Transport Commissioners in “The Dominion” case and I am
referring to the judgment of January 7, 1966, that the amount of $6
million represented the estimate made by the Board staff of the saveable
expense as a result of the discontinuance of “The Dominion”, with its reduced
consist, as it was operated after September 7, 1965.

The judgment of the Board in this regard, at page 84, reads as follows:

The Board’s staff have made a general study and examination of the
operation of the present train and the expenses—and mark that—claimed
by the Company. They have done so in order to determine the amount of
the saveable expenses, on a “bare bones” basis and excluding completely
cost of money, were the train discontinued. I am in agreement with their
estimate that the saveable expenses on that basis would be in the
neighbourhood of $6 million and the deficit about $3 million.

You will see that even without taking anything for cost of money they
reduced our 7.7 and 4.8 to a “bare bones” basis of 6 and 3, and this has nothing
to .do with the relationship between 3 and 20, or 3 and 10 as suggested bY
Manitoba; and any knowledgeable person who understands costing should not
have fallen into that error.

At page 14 the brief of the province of Manitoba reads as follows:

The C.P.R. included as a variable cost an amount totalling $2.7
million for cost of money. This was based on a factor of 11.4 per cent op
the net investment. The Board has on previous occasions established 2
cost of money factor in determining its requirements formula in setting
freight rates. In the case of the C.P.R. this item was fixed at 3.75 per
cent, and we note at page 84 of the judgment the alleged savings under

. this category are disallowed.

You will recall that just above in this submission I pointed out that they
were reducing to a “bare bones” cost and excluding all cost of money. They
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Were not saying they were disallowing it; they were excluding it to arrive at
“bare bones” cost, to show that even on that basis the figures were such-and-
Such.

The difference between the 11.4 and the 3.74—or what Mr. Mauro calls
3.75—is that one is a gross figure and the other is a net figure. The difference
arises from the application of income tax to that proportion which is on an
equity basis, on which it is quite usual for us to operate; and he has compared
the net with the gross and therefore attempted to say that we had overstated on
that basis. Again it is somewhat surprising.

Road maintenance: I turn now to Mr. Wright’s brief at page 339 of Volume
6 of the transcript where he refers to road maintenance for the “Dominion” in
1964, amounting to $1.9 million; then he said that the estimated cost of road
Maintenance by reason of the movement of grain sold to Russia in 1965 was
$500,000. He incorrectly stated that, and that is quite apparent from the records.

The variable cost of road maintenance of $1.9 million was for the operation
of the “Dominion” during the year 1964, which included for the full year
head-end traffic, and once again trains 4 and 5 between Winnipeg and Van-
Couver,

: Mr. Wright’s testimony was on the basis that the $1.9 million was for the
‘Dominion” with this reduced consist. This is clearly not so.

Furthermore, the estimated cost of road maintenance resulting from the
fnovement of Russian grain was given by Mr. Nepveu in evidence in the
_‘Dominion” case as $1.5 million, not as $500,000 as stated by Mr. Wright. That
Is found at page 5685 of the transcript in the “Dominion” case.

The gross ton miles of the “Dominion” for 1964—that is the pool train, the
head-end consist, full consist head-end traffic, plus trains 4 and 5 between
innipeg and the coast, which was a connection at Winnipeg with traffic
hI‘Ough Minneapolis and St. Paul—the gross ton miles was 2.3 billion, whereas
e gross ton miles attributable to the movement of grain sold to Russia were
€Stimated to be slightly in excess of 4 billion.

It is not surprising that the variable cost of road maintenance for the
OPeration of the “Dominion” in 1964 was in excess of the estimated variable cost
of road maintenance for the movement of the Russian grain, because it is a
Well-known fact—generally recognized by railroad engineers, and certainly
Tecognized by practical railway people—that the operation of passenger trains
Causes relatively larger track maintenance expenses than freight trains. If you
Want some independent evidence, I am sure Mr. Fawcett, who has ridden a lot
of freight trains and a lot of passenger trains, will tell you that to maintain
Yacks for passenger trains by way of line and surface and super-elevation of
Curves is much more expensive than it is for freight trains.

We have conducted certain studies which indicate that a passenger gross
ton mile, in the matter of the cost of track maintenance, is equivalent
to about two freight gross ton miles; that is, the ratio of two to one. This
8reater impact of passenger trains on track expense is due to the greater speed
at which they are operated, higher standards of track structure, line and

Surface, super-elevation on curves, and specifically matters of that kind.
244092
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Other cost analysts in the United States have suggested that the cost of
maintenance for a passenger gross ton mile was equivalent to the cost for siX
freight gross ton miles, and they attack the basis that we put forward; they say
it is too conservative; that we are not putting enough cost against passengers. In
certain cases I have heard some of my friends from the provinces reach for this
when they had another axe to grind.

Some others in the United States go on, to argue that any additional cost of
freight train damage to a passenger train track should be charged to passenger
train service. For example, on the low rail on super-elevated tracks, where @
freight train does not go round at the speed a passenger train does, and where
the wear on the low rail, therefore, by a freight train is substantially higher than
it otherwise would be if you did not have as much elevation, they say that the
difference, in cost which is referable to a freight train grinding round the curve,
should not be charged to freight trains, but should be charged to passenger
trains, because if you had a track for freight trains you would not have that
much elevation. There is some logic in that situation. However, it would
increase the cost of passenger train road maintenance expense and we have not
done it.

Another item that has seemed to have caused quite a bit of misconception
and misunderstanding, from my reading of the transcript, certainly up to an
including the Medicine Hat hearing is what I call transfer cost. For instance,
Mr. Wright said: If you are going to take the diesels off the “Dominion” and put
them on the Russian grain contract how can you talk about depreciation for
those very same locomotives by reason of the fact that they have taken them off
the “Dominion”?

Then, of all things—I could, perhaps, have understood that from Mr. Wright,
because he is a relatively new boy—but when I read the brief of the province of
Manitoba, it said: “Unless the board’s staff had access to information that was
not tendered in evidence, the statements on this category of costs indicaté
that either—"—and I am applying the emphasis—“—the CPR would be laying
off in excess of 100 men, which information is important if the Board was
to properly assess the impact on the public generally, or that they cannot have
savings of $10 million in the category of labour alone”. We will check that from
the brief. It seems to me that there is a verb wrong in here but we will check
it.

It is right, so we will leave it like that.

Some people seem to have difficulty with regard to the transfer of cost from
one service to another. With regard to the depreciation on diesel locomotivess
there can be no argument that depreciation is a valid cost. So long as the diesels
were used on the “Dominion”, depreciation on these units was a cost ©
operating that train. With the discontinuance of the “Dominion” the units weré
transferred and used in freight service and depreciation on these units became 2
cost of moving freight traffic. Surely it cannot be suggested that depreciation oP
units used in freight service continues to be a cost of operating the “Dominion”
This can perhaps be better understood by looking at it another way as follows:
If the operation of the “Dominion” had to be continued and diesel units from
the “Dominion” had not been available to handle the additional freight which
had to be moved, it would have been necessary to secure additional diesel units-
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The cost of depreciation to the company would then have been the total qf the
cost for the units on the “Dominion” and the cost for the additional units in
freight service. It is as simple as that.

I want to turn to the Manitoba situation, in which he dealt with the labour
Savings. The fallacy in the reasoning in the province of Manitoba brief, that
either the Canadian Pacific Railway Company will be laying off in excess of 100
Men or that they cannot have savings of $10 million in the category of labour
a10ne, should have been obvious to Mr. Mauro. First, the $10 million, assuming
that this figure is accepted for this purpose—I do not know where he got it, and I

ave not checked it, but I am sure I can reconcile it and I am accepting it for
his purpose—would represent the labour included in the variable cost of
Operating the “Dominion” in the year 18964, again including trains 4 and 5
uring the summer period and again including the head-end traffic for the full
Year. The figure of 100 men which was subsequently produced in evidence
efore the Board of Transport Commissioners, was the estimate of lay-offs
€Xpected as a result of the discontinuance of the “Dominion” as it was operated
from September 7, 1965, that is, with its very reduced consist, no head-end
'fraﬁic and without trains 4 and 5 between Winnipeg and Vancouver. The
‘Dominion” as operated during the year 1964 had already been reduced through
e discontinuance of trains 4 and 5 by the transfer of head-end traffic from the
Ominion” to fast freight trains at the end of June 1965 and by the elimination
sleeping and dining cars on September 7, 1965. The transfer of head-end
Taffic had already resulted in a transfer of personnel to freight and the
*eduction in the consist had resulted in few lay-offs as the great majority of
s‘l’aeping car and dining car employees during the summer period were students
®ngaged on a temporary basis only.

Furthermore, the discontinuance of the “Dominion” took place during
A period when there was a substantial increase in freight traffic. As a result,
8 soon as the locomotives were released from the “Dominion” more freight
Tains were operated, thus employing more crews on freights; new positions
€came available in other areas on the servicing of these additional freight
ains, and the company was therefore able to offer alternative employment
o most of the employees whose work in passenger service was not longer
Tequired.

The point, therefore, is that taking figures out of context_ and trying to
fquate them leads, I would suggest, to a misconception and a misunderstanding
Which I hope we have been able to deal with.

There are other points in the transecript that I think will be coming forward

1ater, from Moose Jaw and Winnipeg, and from the head of the lakes, but

€ can only deal with what we have. I have the brief of Mr. Mauro in its
Written form, and I have used that for points of reference.

I now turn to a major heading which we have designated as ‘“‘contractual
Obligations”. At page 56 of Volume I of the transcript we made our position
% that time in these words:

What has not been generally understood and what must be empha-
sized in the strongest possible terms is that the passenger train service

program followed by the Company has been in the best interests of
24409214
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the people of Canada and in faithful accord with the Company’s obliga-
tion under its contract of 1880, which required the company to:

“—thereafter and forever efficiently maintain, work and run the
Canadian Pacific Railway”.

At page 348, Volume 6 of the Transcript, the Canadian Railway Labour
Executive Association makes reference to Canadian Pacific’s contractual obli-
gations as follows; I am quoting Mr. Wright:

I say that the Canadian Pacific, in effect, gave a promissory note 0
Canada and, with the greatest respect, I put it to you that Parliament
must determine what the value of that note is.

The Contract of 1880 states by Clause 9 the purpose of the grants of
money and land—

There is no mystery about this; it is all written large and anyone who
reads can follow it. I am going to quote from Clause 9:

—for which subsidies the construction of the Canadian Pacific Railwa¥
shall be completed and the same shall be equipped, maintained and
operated,—the said subsidies respectively to be paid and granted—

Watch the words—‘‘paid and granted”.

—as the work of construction shall proceed, in manner and upon the
conditions following...

This is a word of conveyance, gentlemen. The conditions then applied weré
that the payments of money and grants of land were to be made at so muc
per mile of completed line in portions not less than 20 miles in length.

The contract clearly shows that the grants were in aid of constructiom;
as each 20-mile section was completed land was granted and it was mad®
available for settlement which would generate traffic and money was availablé
to assist construction of the next 20 miles. There is confirmation of this purpos®
in the provision that for the eastern section from Callander, Ontario, to Selkirk
Manitoba, where costs of construction were higher and opportunities of settle:
ment were lower, the money grant per mile was to be higher and the 1an
grant lower than in the central section, where for most of the distance the
reverse conditions existed.

It is obvious from the quantum and application of the grants that the
parties intended them as a means of getting the railway established as a goi*
concern. The money was spent in construction, and most of the land was sol
to settlers for nominal amounts to open up the west.

At Page 323, Volume 6 of transcript again quoting Mr. Wright:

One can understand CPR’s pre-ocupation with the necessit}’_of
showing a profit, but one is entitled to ask whether this predilecﬂ",n
with profit has not come to represent CPR’s total concept of its responst”
bilities under the 1880 contract.

He has asked the question, and I am glad to have this opportunity to answer =

Canadian Pacific is fully cognizant of its responsibility under the 18'1t
contract. The obligation remaining upon the Company after the line was b#

o~
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and equipped was simply stated, and that is, that it must operate it in
Perpetuity in accordance with its Act of Incorporation and the Railway Act.

In the interpretation of contracts the guiding principle is the normal
Meaning of the language used by the parties in the document. You have lawyers
O your Committee and I am sure they will not disagree with that. An
Interpretation that would lead to an unreasonable result is not to be inferred
Unless the intention is clearly stated. That is another basic principle.

The contract of 1880 was to remain in effect forever, and the parties who
Signed this contract of October 21, 1880, were well aware from past experience
&ven at that early time that revolutionary changes could occur over future
y}‘-ars in transportation as well as all other phases of activity. In railways these
Signers, both for the government and syndicates that represented the Company,
they had already seen a development from horse-drawn rail cars, to wood-

Urning steam locomotives and then to larger coal burning locomotives, each

evelopment bringing a tremendous increase in efficiency. It could not fail to be
Obvious to them that in a contract effective for all time the prudent course was to
€ave open and flexible the services that the company was to perform provided it
Oberated always up to the current standards of an efficient railway.

® (10.35 a.m.)

~ In other words, Canada was being assured by this contract of a transporta-
tion service by rail that would be adaptable to change as the needs of the
Country altered. I think that is important. That is what they were trying to do.
hat is what they got.

In other words, Canada was being assured of a transportation service by
Tail that would be adaptable to change as the needs of the country altered. The
Obligation upon the company to change with the times, to adopt new methods
and to eliminate what had ceased to be efficient is basic. The continuous process
of modernizing includes not only the employment of new methods, services and
€Quipment, but also the pruning off of what has become inefficient and wasteful,
S0 that at all times Canada will receive the service that it needs with the
Sreatest expedition at the lowest possible cost. The continued operation of trains
at have so far outlived their need that patronage can only be induced by fares
less than cost is the very opposite of the requirements of the contract. It is a
Waste of manpower and motive power that could otherwise be employed
Productively to the advantage of the country.

Mr. Chairman and gentlemen, where the passenger service has become
SUperfluous and wasteful, in the interests of maximum productivity, as well as
lél Ccompliance with the contract made by this Company with the people of

Anada, it must and should be eliminated.

I now refer to page 515, Volume 8 of the transcript, the brief of the

Nationag Farmers’ Union, and I am quoting:

It is clear, then, that the construction of a transcontinental railway
system, along with the tariff policy of 1879, was designed to develop a
national industrial economy. In terms of this policy, the CPR was
regarded as a means to an end, not an end in itself. Indeed, the CPR owes
its very existence, among other things, to the deliberate and total
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disregard of the market mechanism; a mechanism, we hasten to add,
which would have directed the flow of traffic north and south rather than
east and west.

Yet the officers of the CPR would have us believe that the Company
is like any other corporate business institution in our economy and
should therefore be judged on criteria appropriate to business institu-
tions in a changing capitalist society.

He goes on and he quotes part of the preamble of the Act of 1881, being
Chapter I of the Statutes of Canada, Victoria ’44. He quotes, and I will read
what he quotes:

Whereas by the terms and conditions of the admission of British
Columbia into Union with the dominion of Canada, the government of
the dominion has assumed the obligation of causing a railway to be
constructed, connecting the seaboard of British Columbia with the rail-
way system of Canada.

Then he says ‘“And, of course, the preamble goes on”. Well, I should say it goes
on! Let us see how it does go on. It goes on just a little bit further down, and it
says this—and it makes it clear, and it is a significant thing: “Parliament’s
decision was to turn away from public ownership concept and to insist upon
establishment on a firm footing of a private enterprise attractive to investors”
The paragraph of the preamble I draw your attention to is this:

And whereas the Parliament of Canada has repeatedly declared 2
preference for the construction and operation of such railway by means
of an incorporated company aided by grants of money and land, rather
than by the government—

Thus the national policy—and our position is clear—as regards the railway
was to create a business enterprise upon a firm foundation. The agreement and
the Act of 1881 were both political and economic. They had a political purposes
based upon sound economics—the creation of a firmly established private
enterprise that would unite and develop the country without a continual drain
on the public treasury, which is the history of public ownership of railways$
both in Canada and elsewhere.

I noticed, just last week, that the dollar equivalent loss of the British
railways is now in the staggering sum of in excess of $300 million per annum,
and going up. We all know of the sums lost by the German state railways, the
French state railways, and you can go on and on.

The whole tenor of the agreement is in accord with the purpose of a private
enterprise that was not going to be a continuous drain upon the treasury of this
country. Plainly the company was intended to supply a transportation service

fitting the needs of the nation at all times without economic waste and at the
lowest possible cost.

I turn to another quotation of the National Farmers’ Union:
The CPR, by refusing to provide—

Watch the language.

—by 'refusing to provide adequate and efficient passenger train service,
has violated the terms of the 1880 contract with the dominion govern-
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ment. The violation of the contract is, we submit, a serious offence. The
injury to the public is compounded in view of the tremendous invest-
ment the public has made in the construction and development of the
CPR system.

The Parliament of Canada, gentlemen, under Section 315 of the Railway
Act, has empowered the Board to determine what is adequate and suitable
accommodation in respect of railway service, and neither the National Farmers’
Union nor anyone else can point to a single instance in the long history of this
Company in which we, Canadian Pacific, have refused or failed to provide what
the Board judged to be adequate service; and it is clear from that provision in
the Act, that the Board has to determine what is adequate service in the light of
all proper interests, and they make clear, when they do make their judgment,
that all interests are heard and all evidence is weighed.

Again the Farmers’ Union brief refers to a provision in Section 11 of the
Contract with the government of Canada, referring to the land grants, and it
made a point out of this:

—should any of such sections comnsist in a material degr‘ee of land not
fairly fit for settlement, the Company shall not be obliged to receive
them as part of such grant.

For the life of me I cannot understand why they think that that was
Unusual, if you remember the purpose of it. They had a definite and they had a
useful purpose by making the land grants to the Company, namely, the opening
Up and settling of the west. As stated in the preamble ratifying the contract—
and I am quoting here—it is necessary for the development of the Northwest

erritories.

By conveying these lands .to the Company the government made the
Company automatically a partner and an ally in the endeavour of opening up
he west for settlement. The government intended them to bring in farmers, to
dispose of the land, and the Company did so at a rapid rate. Obviously it had to
ave lands that in a material degree were fairly fit for settlement, or they could
Not have brought in the farmers that were necessary, in the view and in the
1'tlnguage of the government of the day, to open up the Northwest Territories.

Again, you have to remember that in 1880 the easiest consideration for the
8overnment was a grant of land, again a conveyance of land, and it is an
Unlimited conveyance, gentlemen. The land had no value to the government as
1t stood and supplies of it were virtually limitless.

On either side of the railway the Company received the odd-numbered
Sections, the homesteaders the even-numbered ones. Some of the present
hOlders of the homestead land are probably among the members of the National

armers’ Union who are now claiming that a land grant carries with it a
Derpetual obligation to the government, going beyond the terms of the grant.

hink of it. Here is a farmer’s union which says: “Some of our members have a
8rant. Notwithstanding that that grant is absolute. You have a continuing and
Unwritten obligation to the government that they can take you up on any time
they like”. I am sure that they would raise their hands in holy horror if
Aybody even suggested it, and I would not blame them.
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We did not get the lands free. Canadian Pacific paid for them by the
assumption of tremendous risks and obligations which it undertook for the
assistance of the government and the building of Canada.

It is strange now to hear some of those whose land was also by Govern-
ment grants, contending that Canadian Pacific because of its land grants must
take the risks and must maintain indefinitely, for their possible occasional
convenience, the trains and services whose need and patronage have long since
disappeared.

In discussing the obligations of Canadian Pacific Railway under the con-
tract of 1880, the brief of the Province of Manitoba states as follows:

At Page 19, paragraph 43:

The Canadian Pacific Railway Company was thus to be the chosen
instrument of national policy, fulfilling the purposes and obligations of
the Dominion.

This is Mr. Duff Roblin who is speaking:

“The line, privately owned and operated, was to be a national line
built as part of a national policy to fulfill national purposes”.

At Page 21, paragraph 47:

“the corporation’s policy in discontinuing passenger services indi-
cates that the company has assumed that all corporate obligations under
the contract of 1880 have been fulfilled—

This is Mr. Mauro.

At page 25, paragraph 50, quoting an extract from a submission of the
province of Manitoba to the MacPherson Royal Commission, it states:

The province of Manitoba also submits that the Parliament of
Canada when it established the Canadian Pacific Railway Company
envisioned a corporated entity and not a corporation with a dual purposé
and with the segregation of assets between the rail enterprise and the
various subsidiary enterprises—

I am paraphrasing.

parliament had no intention that the company might exercise its addi-
tional powers as ends in themselves or for purposes divorced from the
objective for which the company was originally formed—

And then again:

Pursuant to this rationale we are witnessing what is in effect an
internal “spin-off” of corporate assets from rail to non-rail enterprise—

Canadian Pacific agrees that its line was built as part of a national policy t0
fulfil national purposes and, accordingly, that it has a responsibility to provide‘_a
transportation service in Canada to meet the effective demand of the publiC:
We stated that at page 60 of Volume I of the transcript and I do not want t0
read it again.
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I now go on to say that neither Canadian Pacific, nor do I think anyone
?he—because we have read this very carefully many times—can find, anywhere
In the text or the meaning of the 1880 contract, or in the national policy that it
Implements, any requirement to perpetuate railway services that have lost their
usefulness; that is, in the economic sense. Such a requirement would be the
very opposite of what Parliament intended when it declared a preference for
the construction and operation of the railway by means of an incorporated
Company, rather than by government.

Canadian Pacific acknowledges without hesitation that it has an obligation
to provide railway services that are required as the effective demand may exist
and change from time to time, but it most strongly believes that no resources in
Canada, whether they are of Canadian Pacific or of the taxpayers, should be
expended upon operations which changing conditions have made redundant.
Such expenditures waste the nation’s wealth and its manpower.

The crux of that issue is whether the company is, by contract, required to
Waste scarce resources. This is what they are really arguing for, that a contract
IS going to require Canadian Pacific to waste scarce resources. To suggest that
the signers of that contract in 1880 had such an intention is, on the face of it, I
Submit, absurd.

The brief of Manitoba and some other briefs presented to the Committee
had endeavoured to paint a picture of Canadian Pacific as a ruthless corporation
ignoring the obligations of its contract and arbitrarily cutting off service to the
Public at its own discretion. The true facts are far removed from this; the
contract has always been most carefully observed, and the Railway Act leaves
ho diseretion with the railway to act in an arbitrary manner even if it desired
to do so. Parliament has cautiously preserved the rights of the public, and in
Our submission the policy and actions of Canadian Pacific have been entirely in
accord with the purpose of Parliament and with the best interests of Canada.

I now turn to non-rail income. I refer first to the province of British
olumbia submission when Mr. Brazier was making this submission, and he
Said:

We agree that other rail services, such as freight services ought not
to bear the cost of maintaining a passenger service which is required in
the public interest. We remain unconvinced that the cost of such service
should not be borne by the non-rail income. It is the view of the
government of British Columbia that if the service is required in the
public interest, it ought to be paid out of the non-rail income.

Others who have appeared before your Committee in western Canada and
elsewhere have suggested that the passenger train service deficit be paid out of
he nen-rail income. I ask you to note from the transcript, however, that
Counsel] for British Columbia, as others have done, later in his presentation, and
1'ea].izing what he was doing, and thinking about it like this, found the
Undesirable economic consequences, and he backed away from that suggestion.

e did not know just how much he wanted out of other income, but he did not
Want it as much as he thought he did.

Mr. Chairman and gentlemen, I have had the privilege of appearing at the
heaI‘ings of various tribunals since 1946 and I have read. I think, most of the
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cases of the Board of Transport Commissioners since it was formed, and if I
have ever seen an old cat drawn on, time after time, it is this question of
non-rail income—other income—and every time there is a new Board of Trans-
port, or every time there is a new Royal Commission, or every time there is a
new body, they drag out this old cat. Without exception they have been told,
“Leave it alone; let us go back to Sir Henry Drayton in 1916.” Away back then
they were arguing the same thing: “Some shippers have claimed that the
Canadian Pacific is still making a proper and sufficient return and that no
increase in rates can be justified. As it occurs to me”—he is the chief Commis-
sioner—*‘‘the mere fact that the Canadian Pacific, as a result, in part, as it may
be, of its steamship operations, pays a good return to the shareholders, raises
no argument one way or the other as to the reasonableness of freight rates in
any given territory in which that company operates.” That is significant in this
year when our steamship operations are unfortunately going to show a substan-
tial deficit. When he was writing, they were very, very profitable. If you were
going to take the profitable one, Mr. Cross, then you were going to take the loss.

He says: “If the income from profitable outside investments’—this is Chief
Commissioner Cross, and I have jumped up to 1948 from 1916—is to be used to
reduce what would otherwise be just and reasonable rates, then it may well be
argued that if net losses were to be made in any such undertaking the users of
the railway transportation services might be called upon to pay higher rates to
recoup such losses. This would be a highly undesirable situation.

It seems to me that neither the profits nor the losses on other outside
investments should be taken into account in fixing just and reasonable transpor-
tation rates.” —and he is talking of both freight and passenger there, gentlemen.

The 21 per cent case, as it is known, with which Mr. Cross is dealing, had
an application for an increase in freight rates and an increase in passenger rates
both at the same time. Note that well, please. His comments go to both. That is
a ruling on passenger rates by Mr.Cross, a distinguished lawyer and member of
the Bar in Saskatchewan, and one of the Chief Commissioners of the Board of
Transport Commissioners for many many years.

We come now to the propriety of segregating rail and non-railway assets,
and we turn to the Turgeon Royal Commission of December, 1948. They were
specifically directed by the order in council establishment to go into the
question of segregation between rail and non-rail and to provide, if they
thought so and to rule on, whether there should be a new classification of
concept made mandatory of separation between rail and non-rail.

There is a lot of discussion in that report about the matter but they come to
the conclusion that there should be a separation, that they should not be joined
together, that one should not be used to look after the other, and they make 2
finding which I quote.

Then I come now to the MacPherson Commission. I am now down to 1960. I
started in 1916, and I am now down to 1960. I am quoting here from Volume II,
page 72, of the MacPherson Commission, this again under chairmanship of 2
distinguished western Canadian, a lawyer who had argued the opposite, if I may
say so, in another case when he had a brief to put forward—and there is nothing
wrong with that; he is now acting in a judicial capacity, or a quasi judici«'a\1
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Capacity at least, in determining what are the facts, what is the proper
Judgment. Mr. MacPherson and his colleagues said:

Regardless of the profitability of other assets, what would be the
effect of using them and the income associated with them in determining
the level of rail freight rates? In practice, how much difference would it
make?

Dealing with the first question, that of principle, we are guided by
those objectives of efficient resource allocation which we have set out for
the National Transportation Policy. This means that all modes of tran-
sport shall be given a fair chance to find their proper place within an
increasingly competitive system. The use of other assets in establishing
rail rates would distort the competitive environment and for this reason
alone would cause us to recommend that other assets not be considered.

Then they go on down and they deal with this at page 74 of Volume II of
the Commission. Perhaps that should be noted so that nobody will be misled.
That is the Commission, at page 74, Volume II. They said:

It is that the non-rail assets are, at least in part, the results of
national grants made to the railway companies over the years to encour-
age the building of the railways. If this is so, it is claimed that it is only
right that the profits should be used to assist in the transport of goods in
the nation—or at least in that part of the nation where the grants were
made.

You have heard those arguments they were made also before the
Royal Commission in extenso. We can find no evidence that either the
donor or receiver contemplated such action. Grants were made to get
the railways built.

There is a finding.

Then again, at page 75, in its conclusions the MacPherson Royal Commission
Mmade this finding.

_ Then again, at page 75, in its conclusions the MacPherson Royal Commis-
Slon made this finding:

Therefore, on principle, and on 2ll the implications of the principle,
and for reasons associated with the objectives of National Transportation
Policy, we do mnot recommend that assets and earnings of railway
companies in businesses and investments other than railways be taken
into account in setting freight rates. ‘

The level of freight rates, of course, is not a subject matter in the

Proceedings before your Committee at this time. It was proposed, however, that

e passenger train service deficits be paid out of non-rail income so that these
ieficits may not be borne by the freight traffic.

It is obvious that the results of this proposal would be the same as the
Tesults of the proposals made before the Board—and it did rule against them in
assenger and freight—and to the various commissions—it carries on, in the
cPherson Commission and others, from 1916 to 1960—that the non-rail income

e taken into account in determining the level of freight rates. It should not be
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done, say these findings. The conclusions reached by these Commissions, regard-
ing the impropriety of taking into account non-rail assets and earnings, apply
equally to passenger and freight.

The CHAIRMAN: Excuse me, Mr. Sinclair; it is a few minutes before eleven.
I think we should adjourn for ten minutes to give Mr. Sinclair and the
Committee a break.

We will resume at 11.10.

The CHAIRMAN: Gentlemen, it is my intention to adjourn for lunch at one
o’clock and to return immediately after the question period in the House. If you
feel that we can re-assemble here at three o’clock instead I would accept that.

We will adjourn at one but we will re-assemble immediately after the
question period. Perhaps it might be better to re-assemble at three o’clock,
because there will be questioning of Mr. Sinclair and the other witnesses.

I should also bring to the attention of the Committee that the Minister
intends to be present this afternoon, too, to be heard after the questioning of the
CPR officials.

Mr. OLson: I think we may have some difficulty getting enough members to
start at three o’clock, because orders of the day certainly will not be over.

The CHAIRMAN: Let us say 3.30, immediately after orders of the day, then.
Mr. Sinclair?

Mr. SincraAIR: The next major heading is what we term “other invest-
ments”. I refer to the appearance before the Committee during its Winnipeg
session on May 13. Here again, gentlemen, I have not got the transcript and I
am relying on a note that was given to me. If it is inaccurate when the
transcript comes out I would be glad to change it, but the note shows that Mr.
Mauro said that the Crowsnest Agreement gave Canadian Pacific $11 million in
grants and Consolidated Mining and Smelting Company. That statement has
also been made by others.

® (11.20 am.)

Mr. Mauro did not give the source of the figure of $11 million, but that
figure is wrong. Canadian Pacific received cash subsidies from the government
of Canada amounting to $3,404,720 under the Crowsnest Pass Agreement, and it
received, from the province of British Columbia, land grants the net proceeds of
which on sale were $1,834,498. Large segments of land were re-conveyed to the
government for a nominal amount.

The cash of $3.4 million odd, the net proceeds of sale from the land grant of
$1.8 million odd, was the total consideration—a government consideration, or any
other consideration—received by Canadian Pacific for the construction of the
Crowsnest Pass branch.

During your committee’s hearings confusion also seems to have arisen in
the minds of a number, possibly many, concerning the grants made to Canadian
Pacific under its contract with the government of Canada—that is, the one of
1880, October 21—for the building of the main line and the grant for the building
of the Crowsnest branch under the Crowsnest Pass Agreement. There is no
connection whatsoever between the land grants received by Canadian Pacific in
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exchange for its obligation to build the main line and the Crowsnest agreement.
The lands received under the contract for the building of the main line were in
southern British Columbia.

Mr. Mauro’s statement that the Crowsnest agreement gave Canadian Pacific
Consolidated Mining and Smelting Company is wrong. The interest of Canadian
Pacific in Consolidated Mining and Smelting was in no way connected with
grants for the construction of the Crowsnest line. Canadian Pacific’s interest in
Consolidated Mining and Smelting had its beginning as a speculative investment
acquired originally by purchase and added to by purchase of stock from time to
time including purchases of stock in 1966.

Officers of Canadian Pacific, acting on its behalf, by agreement dated
February 11, 1898, purchased from F. August Heinze of Butte, Montana, the
properties of British Columbia Smelting and Refining Company at Trail Creek
for $200,000. This has been up so many times, Mr. Chairman, I would like to put
this on the record. Canadian Pacific then appointed a manager who carried on
the business under the name Canadian Smelting Works on behalf of the
company. The only additional capital put in by Canadian Pacific up to 1905 was
$5,000. Canadian Pacific received no income from this investment up to 1905. In
1905 the manager of Canadian Smelting Works which was Cangdian Pacific’s
Subsidiary, acting in connection with a syndicate, completed negotiations for the
acquisition on behalf of Canadian Pacific of 46.8 per cent of the shares of
St. Eugene Consolidated Mining Company, Limited, 42.7 per cent of the shares of
of Centre Star Mining Co. Ltd., 25.1 per cent of the shares of War Eagle
Development and Mining Company, Limited, and all the shares of Rossland
Power Company. The price for these acquisitions was $825,000.

For the purpose of amalgamating these undertakings, a conﬁany called
Canadian Consolidated Mines, Limited, was incorporated by federal charter,
January 9, 1906. On February 14, 1906, the name was changed to The Con-
solidated Mining and Smelting Company of Canada, Limited (hereafter called
Cominco Limited). Shortly after 1906 Canadian Smelting Works was sold to
Cominco for 7,500 shares of its capital stock. For the holdings acquired in other
Companies in 1905 previously referred to, Canadian Pacific received 18,014
shares of Cominco. This resulted in Canadian Pacific holding initially 25,514
shares or 54.3 per cent of the Capital Stock of Cominco. Its present holding is in
excess of 51 per cent; between 51 and 52 per cent.

Until 1916 the acquisition costing $825,000 was financed by a bank loan
Secured by part of this stock, and dividends received on Cominco stock were
largely applied toward interest and principal of the bank loan. Certain shares
Wwere sold from time to time and the proceeds applied, toward the bank loan.
Likewise, additional shares were purchased and the bank loan increased by the
cost thereof. The bank loan was finally closed out in 1916 by cash paid by
Canadian Pacific. Thereafter Canadian Pacific bought and sold Cominco stock
from time to time, as any other investor does. In 1916 Canadian Pacific
€xchanged its holdings of common stock of West Kootenay Power and Light

ompany, Limited, which had been purchased in 1912, for shares of Cominco. In
1919 Canadian Pacific subscribed to $2,698,400 of convertible bonds which were
converted to common stock in 1925 in accordance with the contract. Canadian
Pacific subscribed to additional stock offered to shareholders in 1930, and
Teceived further shares as stock dividends in 1931 and 1933.
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Against the fortunate outcome of the investment in Cominco, Canadian
Pacific made other speculative investments which were not so successful. The
Hotspur Mine was one of the worst ones that we had. We lost every bit of
capital we put into it, which was some millions of dollars. Another example,
$492,500 was expended in 1928 to purchase 500,000 of 5% per cent debentures
of Canada Power and Paper Corporation. Within a few years this company was
bankrupt and Canadian Pacific received only $75,000 in reorganization securities
which, when they were sold nineteen years later, realized $298,700 on an initial
investment of $492,500. Some of the railway investments of Canadian Pacific
have had an unfortunate end also. An example is investments in Spokane
International Railway Company totalling more than $4,500,000 made from 1916
to 1933 which were completely wiped out by bankruptey in 1933.

I want to turn to one other matter that was raised during your proceedings
in British Columbia, and this was a phrase that Mr. Brazier, I am sure rolled off
his tongue with all the alacrity and force for which he is so noted for—the
phrase “untold bounty”. When asked what he meant by untold bounty he said
“The E. & N. was the principal one”.

The so-called E. & N. land grant this ‘“untold bounty” that was supposed to
be given to Canadian Pacific—was conveyed to the E. & N. Railway Company as
an aid to construction of the line from Esquimalt to Nanaimo and Vancouver
Island under the E. & N. Statute of 1884. It was not until 1905 that Canadian
Pacific purchased from the Dunsmuir interests, who were then the major
shareholders, stock of the E. & N. Railway.

The stock purchase involved acquistion of the railway property and land
separately.

Canadian Pacific did not receive the E. & N. timber lands as a grant. It
bought the lands through purchasing the stock of a company which had held the
lands for many years and which was anxious to dispose of them. Any other
investor could have purchased E. & N. lands, and some did before the purchase
by Canadian Pacific in 1905. When the group that are now known as the E. & N.
land grants owned by Canadian Pacific were purchased, it had nothing to do
with grants at all. An investment was made by the company that could have
been made by any other Canadian, or, indeed, any person who wanted to take
the risk of that kind of an investment. So much for that heading; it could be
expanded, gentlemen, but I think this gives you the facts on both Cominco and
E. & N. I think we are fortunate, gentlemen, that we had these facts written in
Statute. We have these facts written in the book so that we do not have to rely
on the memories of people who were not there at the time, and who might be
misled by the seeming situation as it exists today. The facts are there, they
speak, and I have brought them to your attention.

I think I would like to say a few things about the “Canadian”, Mr.
Chairman and gentlemen. You will recall what Mr. Crump said when he was
here about the reduction in time, about the equipment, and Mr. Crump’s
statement that to his personal knowledge it was as good as any equipment
operating anywhere in the world.

I go to page 8 of the brief of the city of Medicine Hat, and it says:

The “Canadian”, as we know it, is the only transcontinental passen-
ger train left on the CPR and, therefore, it is very important to Canada
as a whole that this prime railway service be promoted and upgraded.

'l
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It should be strongly emphasized that Canadian Pacific has no intention of
Permitting a deterioration of “The Canadian”. The policy of maintaining this
train to a high standard will be continued, and care is being taken to ensure
that the employees on this train serving the travelling public do so with
enthusiasm and efficiency. The report I have received, gentlemen, was that the
employees who were on that train—and I will have a little more to say about
it—that your Committee was on did welcome the opportunity of serving you. I
think they did it with efficiency, from the reports I have received, and
undoubtedly did it with enthusiasm.

The on-time operation of passenger trains across Canada in the winter
Mmonths is, at best, difficult and, over the years, passenger train performance has
suffered on this account. The extreme severity of last winter for extended
Periods seriously affected the performance of the “Canadian”. We, from western
Canada, know how bad a winter that was. In Manitoba it was the worst for over
75 years; it was equally bad in parts of Saskatchewan and it was certainly no
tinch in Alberta.

Operating conditions in the mountains are subject to disruption by snow-
slides in winter, rock slides at various times of the year and washouts because
of heavy rains, or sudden changes in temperature. When washouts occur they
can disrupt operations for days on end. The Committee had one example of
disruption caused by washouts on their western trip. I do wish, on behalf of the

ompany, to apologize to you gentlemen for the inconvenience that these things
cause. They are certainly beyond our control; when the scenery shifts in British
Columbia nobody can do anything about it; it is an act of God; and you ran into
Some shifting scenery.

All railway operations are subject to disruption on account of fortuitous
Circumstances, such as failures of equipment and, unfortunately, on rare
Occasions, failures of men. These also disrupt service, and again your Committee
had evidence of some of these unfortunate results.

_ All railway and transportation agencies are subject to these unfortunate
Circumstances beyond their control, but they do §t1_‘ug'g1e, all _of them do—air

es, our competitors—everyone struggles to minimize the impact of these
Tesults.

_ As a matter of policy, the necessity for “The Canadian” being operated on
time is continually being stressed with the responsible officers.

The Committee may be aware that the Board pf Transport Commissioners
Tequested the railways to maintain a record of available or unsold space on its

transcontinental trains for each trip in both directions during the Easter period

of April 1 to 15, 1966, inclusive as well as a record of requests for sleeping car
Space during that period, which the railway was unable to fill. The data for
Canadian Pacific was duly filed and no doubt is available for examination by
e Committee and at the Board. The reports of vacant sleeping car space of
The Canadian” in this last Easter period showed that a wide variety of space
Was available on ‘“The Canadian” to patrons across the country during this
Period. The data submitted showed that there were only two instances when
SPace was not available for the date requested, but in 46 cases the passengers
did not wish to utilize the alternative space which was available. Gentlemen,
What that amounts to in percentages is this: Only one-twentieth of one per cent

‘¢
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of the passengers who came and presented themselves and paid their money, or
who were prepared to pay their money, could not move on the day they wanted
to move; only one-twentieth of one per cent. About one per cent could not have
every one of their desires fulfilled to their satisfaction on the type of space they
wanted. That is the record, gentlemen, in the Easter period of this year.

You have to remember that the travel period of Easter is a heavy travel
period; schools are out, many people make their plans to travel at Easter; it iS
what we call a high density passenger travel period. You have to remember that
the figures that we have given you in the reports we made to the Board
demonstrate that the entire passenger requirements between Montreal and
Vancouver, between which the “Canadian” operates, were more than fulfilled
by what was available on the “Canadian” in the Easter of 1966.

Let us look now at May, which has just passed—the month of May, 1966.
Westward ex-Sudbury, only 68.8 per cent of the berths on the train were
occupied and only 39.8 per cent of the coach seats. In the eastward direction
ex-Vancouver during the same period—that is the month of May, 1966—only
55.7 per cent of the berths and 26.9 per cent of the coach seats were occupied.

Gentlemen, I think that demonstrates very effectively that the “Canadian”
is providing available space for the travelling public who wish to make
use of rail passenger services on Canadian Pacific, and we are trying t?
merchandise it, gentlemen; we have a campaign on—you have no doubt seen it
in the newspapers—advertising the “Canadian”, and we are pushing it with
travel agents and with direct selling, as well as newspaper advertising.

At the direction of the Board, gentlemen, records of occupancy or unsold
space in sleeping cars and coaches, as well as unfilled requests for space, aré
being maintained for the four months, June through September, 1966. This
study that the Board has directed is now in progress.

In order to ensure that the reservation system in effect on Canadian Pacific
is operated efficiently and to a standard adequate to meet the needs of the
travelling public, a study team composed of research, passenger and telecom-
munications officers is presently making a further review of the mechanics of
our reservation system. We have inaugurated this, gentlemen, in light of
comments and complaints that have been made to this Committee. We have
made these studies before, but we have put this other group of specialists 0
top of it once again. That study is now proceeding.

I wish to refer to pages 604 and 606 of Volume 9 of the transcript. This is
when you were at Vancouver, and one of our retired locomotive engineers, M.
MacKenzie, was before you, and he was expressing his views in regard to pass
privileges of employees and pensioners on the “Canadian”.

In reading the transcript it is apparent, from the discussions you had with
Mr. MacKenzie, that it does not make it clear that employees and pensioners aré
entitled to make a reservation of any kind, for any space, on the “Canadian” ?S
far in advance of travel date as they wish upon payment of half fare. As there 15
a possibility that Mr. MacKenzie did not clearly understand this feature—and W€
gathered this from reading the transcript—the Company officer has been 1P
touch with him and explained the situation to him so that he will understand,
and in his conversation with other pensioners in Vancouver they will also
understand. We circulate them from time to time, but it is one of the things

s
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that perhaps sometimes as people get a little older they do not always remember.
We were happy to go to see Mr. MacKenzie and we have had a very good chat
With him.

With regard to suggestions made to the Committee by various employee
representatives regarding free transportation—and I can speak here personally,
Mr. Chairman and gentlemen, because I have had the privilege and the honour of
representing the Company before a number of conciliation boards, as counsel—it
is clear that over the years railway union representatives in wage determina-
tion cases have strongly opposed the crediting of any allowance for passes. They
have been adamant on this and on the other hand passes have always been
Stipulated and specified by the Company as a privilege. Passes have never—and
the unions have made this a strong point—been considered as a part of a railway
employee’s remuneration. It was a privilege, and accepted as such, and handled
as such in wage determination cases. Canadian Pacific knows of no organization

outside of transportation that grants its employees even a 50 per cent discount.
One.

I turn now to another matter—Volume 8, page 522 of the National Farmers’
nion brief, and I am quoting:

It is fact that the CPR did not properly merchandise its passenger
train service; it is a fact that the Company was reluctant tc? introduce a
faresaver plan, and when it did so, provided a plan which does not
compare favourably with that of the CNR; it is a fact thgt the Company
did not give its faresaver plan, for what it is worth, a fair and adequate
trial.

I do not know, gentlemen; they may say they are facts and if you say it
Often enough—I mean Hitler tried that technique and it did not work very well
for him, but he had the idea—if you said it often enough people would accept it
as fact, but whatever the facts are about what Hitler did, or what anybody else
did, what the national union said were facts are not facts; and a little bit of
Tesearch would have shown them that they were not facts.

What are the facts? Canadian Pacific introduced its faresaver plan on
October 27, 1963, on the same date that Canadian National adopted its red,
White and blue Plan for transcontinental service (previously the CNR had
€Xperimented with Red, White and Blue fares in the Maritimes commencing in

ay, 1962). The faresaver plan did compare very favorably with the red, white
and blue plan. The two plans were not exactly the same; indeed on some days
Under the faresaver plan Canadian Pacific fares were slightly lower than those
Under Red, White and Blue on Canadian National.

Perhaps we did not merchandise it as well as some people would have liked
0 see us, but we did it the best we knew how; we certainly tried, and we spent
2 lot of money merchandising it, and we had some very arresting types of
adVertising. It was a major merchandising effort. Appropriate newspaper
advertisements were carried across Canada. We have copies. Special pamphlets
Were printed; they were given wide distribution to transportation agencies. We
ad special displays in travel agencies’ windows. We had special displays in
Stations and other outlets. We sent a lot of data for tour promotion. We did a
irect and indirect and an impact type of merchandising.
24409—3
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After the first 10 months of the faresaver plan, which included periods of
heavy traffic volume, i.e., Christmas, Easter and the summer months, it was
found that while the plan attracted a greater number of passengers, the increase
in train miles required to handle the additional traffic contributed to an increase
in cost in excess of the additional revenue provided. We had a certain load
factor when we started. That load factor was higher than the Canadian
National. The extra passengers, therefore, more quickly required extra car miles
and extra train miles. Remember that you start from a different base.

In addition, wage rates and other costs continue their upward spiral. As a
result, the passenger train deficit for 1964 amounted to $26 million compared
with $24.7 million for the year 1963. The unsatisfactory results of the first 10
months led to the decision to increase fares on September 1, 1964, above the
level of fares adopted in October, 1963, but still considerably below the fares
which were in effect prior to that date between many points.

With a view to attaining the most productive level of fares in various areas,
further adjustments were introduced, effective August 1, 1965, and the results
of these further experiments are presently being evaluated.

Gentlemen, in a number of the submissions made to you, in the transcript I
have read in Calgary, for instance, and from what I have heard was said in
Medicine Hat and from what I have been told was said in Moose Jaw—which I
have not read—there was some reference made to what the increase is in
Canadian Pacific passenger fares.

The Company has raised fares. It has had to raise fares in its effort to
maintain and operate a viable passenger service, in the light of massive
increases in material prices and labour costs. Undoubtedly some of these fare
increases look to be substantial, but I learned a long time ago at school that
before you make comparisons you should make sure that you understand the
base with which the comparison is being made. Without exception in your
proceedings the comparison was not made with the level of the fares which
were in existence before the massive slashes were put into effect under the
faresaver plans. In other words, the experimental slashes under faresaver,
which ran from 35 per cent to 50 per cent, were used as the base point on which
the comparisons were made, as I have read the transcript before you today.

® (11.45 am.)

For instance, Medicine Hat to Vancouver; in 1960 the coach fare one way
was $30.55; in 1961, $31.05; in 1963 this was slashed to $15.00; the present rate
for the summer of 1966 is $27.00, $3.55 under 1960, $4.05 under 1961. These are
figures that I thought I could give you from Medicine Hat, in the light of what
was said out there. I will give you these others in a second.

I can give you some more from Medicine Hat. Medicine Hat to Winnipeg:
1960, one way coach again, $24.65; 1961 $25.00; under the slash for faresaver
$12.55; summer, 1966 $20.00, $4.65 lower than 1960, $5.00 less than 1961
Medicine Hat to Toronto: the same kind of relationship. Medicine Hat t0
Montreal: the same kind of relationship.

Let us go to another place: Revelstoke and Vancouver. In 1960 the one-way
coach fare was $14.45; after faresaver it was cut to $7.70, except on Fridays
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and Sundays. In 1965 it was raised to $13.75, except on Fridays and Sundays.
Ht_ére is another 1966 fare that is lower than in 1960, and yet people complain of
ﬁus fare to your Committee.

Other examples could be given that do not show perhaps such a startling
result. For example, in some cases—and this was before your Committee not
Quite this way, but I am going to give You the figures—they are now higher than
they were in 1960. For example, Calgary and Edmonton: in 1960 the one-way
fare was $7.40; after faresaver it was down to $4.50; the present fare is $9.70.

Now, gentlemen and Mr. Chairman, the Canadian Pacific fare of $9.70 for
Calgary to Edmonton is still lower than the cost of driving a car between
Calgary and Edmonton, even on those beautiful, cold, free highways that Mr.

anning has given to the people of Alberta.

That reminds me, I drive on a toll highway in eastern Canada and I pay
$1.50 for 52 miles; the toll is three cents a mile. Back out to the glorious west,
Where they do not have to have toll roads: The fare out there between Calgary
and Edmonton is lower than the air-bus fare of Pacific Western Airlines which
Is $12.00 one way and $24.00 return—or at least it was the last time I used it. I
May be wrong; maybe they have increased it. Our fare is lower than the air-bus
fare, higher than the bus fare and it is higher than the circuitous Canadian

ational route fare. We still think it is the best transportation bargain between

algary and Edmonton.

Fares including sleeping car accommodation have also gone up but the
Method of establishing these fares has changed. Included in the sleeping car fare
t‘fday is the provision for meals. Sleeping car accommodation on trains prevents

gh density utilization of cars and therefore the impact of increased costs, such
S wages, has a greater unit effect. Few people recognize that a compartment or

awing room on a train has the same relation to other accommodation as a
Suite in a first class hotel, and it is only realistic to price them accordingly.

Uites and drawing rooms are for the fortunate few.

_ The lower berth fare between Calgary and Vancouver is $34.50. Included in
this is $20.00 for transportation which leaves $14.50 as the passenger’s payment
for the berth space and two meals. If an allowance is made for the value of the
Meals, the cost to the passenger is still less than the price on a medium priced

Otel room.

With the Committee’s knowledge of DBS statistics in respect of food prices,
Tdo not think we need comment on the increases in that field.

Canadian Pacific is not wedded to any fare level and, within the regulatory
a,uthority which fixes maximum fares, it will continue to adjust fares in the

ght of costs and other factors.

At page 53, Volume I, of the transcript, the Company’s brief reads:—

It is apparent that we will continue to operate “The Canadian” for
years to come.

W At page 559, Volume 9, of the transeript, in the brief submitted by Mr. C.
. Brazier on behalf of the Province of British Columbia, he states:—
We derive very little comfort from the—my bracket— (foregoing)

statement.
24409—31%
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The previous assurances given by officers of Canadian Pacific in regard to
the future of “The Canadian” should be re-emphasized. In addition, I would like
to draw to your attention, Mr. Chairman and members of the Committee, that
all of our operating and traffic officers in Canadian Pacific have been advised
that Mr. Crump has told this Committee—and we quoted him—*“I expect to se€
the “Canadian” running for many many years”.

I now turn to another operation, the “Dominion”. At page 4 of the prief
submitted by Alderman Mark Dantzer on behalf of the city of Winnipeg, the
following statement appears. Again I do not have the transcript. If it is in error
we will have to correct it later.

“The withdrawal of the train (the “Dominion”) was preceded by a long
downgrading procedure . . .” So says Alderman Dantzer.

Other parties in western Canada have also suggested during these proceed-
ings that the company has downgraded the “Dominion” with a view t0
discouraging passengers. Mr. Chairman and gentlemen, this is absolutely wrong:
Their memories are befogged by time. The facts are that the passengers
deserted the “Dominion” long before its consist was reduced, or its services
curtailed.

I would like to set the record straight, and to do so you have to begin back
in the mid ‘50’s. In 1955 the “Canadian”, with its new stainless steel equipment,
was placed in service, and, at the same time, the consist of the “Dominion’ wa$
greatly improved. In addition to the best of the standard Tuscan Reds men-
tioned in the Canadian Pacific brief, in 1955 the following new stainless steel
equipment, identical to that on the “Canadian”, was added to the “Dominion”
consist: A Park Dome car at the tail end, equipped with a lounge and bar, and
all the amenities those facilities can give you; Chateau cars equipped with 2
variety of sleeping accommodation; Manor cars equipped with a variety 0’
sleeping accommodation; deluxe diners, exactly the same as on the “Canadian’
and Skyline dome coffee cars equipped with bar and, again, lounge facilities fo¥
coach and tourist passengers; and deluxe stainless steel equipment in theé
coaches. This was all on the “Dominion”.

These concerted efforts on new equipment went hand-in-hand with the
major merchandising effort on a continuing basis on the “Dominion”, and thes€
efforts of new equipment and this merchandising, did contain the previou$
decline in the passengers on the “Dominion” for the next two years, 1956 an
1957, but in 1958 the resumption of the decline set in. However, even though
the decline started again 1958 on the basis it was before this very expensive an
modern equipment was put on, it was not until the fall of 1960, two years ap
nine months after the decline commenced, that the sleeping and dining caF
service was modified. In other words, in addition to the “Canadian” during 1958
1959 and most of 1960, the “Dominion” was being operated for the whole yea*
with a full complement of sleeping and dining car equipment, and excellent
equipment, also.

The level of traffic being handled during the Winter of 1959-1960 was such
that there was on board the train, on the average, only three to five passenger®
for each ‘on train’ employee. Patronage at that time consisted of approximately
50 per cent daycoach passengers, and, of course, daycoach service was retain€
after 1960. In several months during that winter 1959-1960 on some days tot2
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Sleeping car passengers on the train leaving Winnipeg for the West numered
three and four one per sleeping car.

It will be seen from the foregoing that, although full sleeping and dining
Car service was provided and the service was extensively merchandised, the
tr_aVelling public did not need, and, therefore, did not want “The Dominion”. In
View of these extremely light carryings and the availability of space on “The
Canadian’, the Company was obliged to curtail the sleeping and dining car
accommodation provided on “The Dominion” in the winter months commencing
I September, 1960. I stress the following, Mr. Chairman and gentlemen: At
the time this curtailment took place there was little or no objection to the
Service modification because, in fact, the train was not being used as a
transcontinental train.

It is obvious from the foregoing that the allegation that Canadian Pacific

OWngraded the “Dominion”, which had the effect of driving people away,

Cannot be supported by fact. As I said people’s minds have become clouded by
he efluxion of time.

For the five and one-half years since 1960, “The Dominion” was operated
With a full sleeping car consist in the summer time, with overnight sleeping
Service between Montréal-Sudbury and Toronto-Sudbury and between Fort
William and Winnipeg in the winter time. However, technological developments
I the handling of head-end mail and express traffic necessitated that this
traffic be removed from “The Dominion” in June, 1965. The extremely light
Qarryings of this train, due to availability of other modes of travel coupled
With the necessity for removing the head-end traffic, resulted in the decision

at its continuation was unnecessary and unjustifiable.

I turn now to another matter. I refer to page 50 of our brief vyhich makes
eference to the effect on communities of discontinuance of rail passenger
Services, I was questioned on this when I was here before.

C I refer to page 319 of Volume 6 of your proceedings, and the brief of the
Anadian Railway Labour Executives Association, and I read as follows:

It is almost beyond comprehension to imagine that a decision to
discontinue the “Dominion” could be made without giving any regard
whatever to the social and economical impact upon the communities
which are serviced by the “Dominion”.

Watch the language of that, Mr. Chairman. That is notwithstanding the findings
th the Board of Transport Commissioners, and notwithstanding the explanation
At was given of the language in the extra note.

I would say, that after adjustment of any change in the labour force in a
Particylar community has been completed, there does not appear to have been
rny adverse effect on communities of an economic or a sociological nature as a
Sult of the discontinuance of “The Dominion”. Adjustments in the labour
Orce of the railway industry are going on continually as is the case in all
industries due to the period of change in which we live. These changes in the
1 Our force in so far as the railways are concerned can be accepted with the
“ast hardship in times of prosperity such as now when we are experiencing
fmwth in freight traffic, piggyback traffic, merchandise services traffic, and
€s of traffic such as that.
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I have read most carefully all the submissions made to the Committee in S0
far as the transcript is available. I have checked the notes of the people who
have travelled with me. I am not aware of any weight of evidence whatsoever
of economic or sociological hardship that has been before you which has
resulted from the discontinuance of the “Dominion”; and I say that after a very
careful reading and weighing of all your transcript to date, as well as the notes
that were provided to me by those who were with you. It is understandable t?xat
in a very general way communities are reluctant to lose any transportatiol
facility which they have. It will be recalled that a few years ago it was
necessary to eliminate completely the rail service in the Kootenays and it would
be difficult to suggest—and I understand you had the opportunity on your way
west, flying over a good part of the country, to see it from the air—it would b€
difficult to suggest that the growth of such cities as Penticton, Nelson al}.
Cranbrook have been stifled by the change in the travel habits of the publ{c1
and that is what it is, gentlemen, it is a change in the travel habits of the publi¢:
It is not, as some may suggest, a failure to enable people to move.

The policy of the Board of Transport Commissioners in respect of the
feature of the effect—sociological and economic—set it out very clearly at page 8
of their judgment of January 7, 1966, and I read:

In arriving at its decision the Board takes into consideration all
relevant factors, including the population and economics of the a;:ea
concerned, the need of the public for train service and the kind of servic®
given, the volume of patronage by the public and the prospects fof
patronage in the future, alternative transportation services, revenues a?
expenses of the service, and the burden to the railway company of
continuance of service and the effect on it of discontinuance.

This is as one would expect, because the law requires the Board to determin®
what is adequate service in the light of all “proper interests”. -

Now, the MacPherson Royal Commission: Page 46 of Volume I outlines this
point, and I quote from the Royal Commission:

Our prime responsibility, as we see it, is to seek out and recommef"1
measures to eradicate the causes of inequities in the freight rate struc”
ture and to draw attention to those restrictions which, because of law ©
public policy, may prevent a more efficient operation of railways ...
public, by and large, has already indicated its preference for other mode;
of travel, and except in a few instances where no alternate form <
overland travel exists, we look forward to the time when the railw2 d
will be supplying passenger services only in those areas where they
economic justification for them.

At Page 498, Volume 8 of transcript, the National Farmers’ Union Brief
reads as follows:

These figures, however, refer to total passenger service. In givmg
evidence to this Committee, an officer of the Company attempted $2
estimate the revenue, variable cost, and deficit attributable to “Th?
Dominion”. On page 80 of the Minutes of Proceedings and Evidence ©
this Committee—Thursday, March 3, 1966—Mr. Sinclair, vice president ©
the CPR estimated that the revenue from “The Dominion” was from
per cent to 25 per cent of the total passenger revenue for 1964.

¢
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By the way, in the CPR brief, use is made of the 1965 figures.
However, in attempting to estimate the deficit attributable to “The
Dominion”, Mr. Sinclair uses 1964 figures. He said and we quote “We
have to go back to 1964, that was the full year.” No further explanation
was given by the Company, nor asked for by members of this Committee.
Now to return to the argument.

Now, gentlemen, the results of the “Dominion” were filed with the Board of
ransport Commissioners at the hearings held in the “Dominion” case. The
Percentages of revenue and expenses which were given to the Committee by me
on March 3, 1966, and to which reference was made at page 80, Volume 22, were
an answer to a specific question by Mr. Horner who asked for the percentage of
Canadian Pacific passenger business which is made up by “The Dominion”
Service. Mr. Horner did not ask for the results of the “Dominion” as these were
already available in the judgment of the Board of Transport Commissioners,
ganuary 7, 1966, a copy of which each and every member had with them at the
Ime,

Another point: Comparison of the results of “The Dominion” for the years
1964 and 1965 shows that revenues in 1965 were $3.7 million lower than 1964
flnd variable cost for 1965 was $5.1 million lower than 1964. The loss for the
‘Dominion” was, therefore, $1.4 million less in 1965 than in 1964 despite higher
Wage costs and material prices. The reduction in the loss was due to two major
Changes which were made in the operation of the “Dominion” in 1965. One was
be removal of the head-end traffic and its transfer to fast freight trains effec-
tive June 24, 1965. The other change resulted from the fact that trains No. 4
and 5, which were operated during the summer season between Winnipeg and
Vancouver in 1964 as an integral part of the “Dominion”, were not operated
In the summer of 1965.

_ The reduction in the loss of the “Dominion” in 1965 accounted for two-
thirds of the reduction in the system passenger train deficit in the same year as
Compared with 1964.

Now let us turn to the brief submitted by the Province of Saskatchewan
Teads, at Page 2, as follows:

In Saskatchewan “The Dominion” consisted of only passenger coach
travel which, nevertheless, provided an important local service to a
substantial number of Saskatchewan residents. A local passenger service,
therefore, should be maintained which is at least equivalent to that
formerly provided by the “Dominion”.

A similar proposal in respect of local service was made by other parties in
Western Canada.

Canadian Pacific was requested during the “Dominion” hearings before the
Boarq of Transport Commissioners to estimate the financial results of a one-car
DC service between Brandon and Medicine Hat, After study, revenues were
Sstimated at $49,900 and variable cost at $441,800, leaving an excess of variable
Cost over revenues of $391,900. The revenues and variable cost submitted by the
Ompany were critically examined by the Board who finally concluded that
&ven if the revenues were doubled that is, to $100,000 and the variable cost
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reduced to a bare minimum of $350,000, the proposed one car RDC service
from Brandon to Medicine Hat, could be expected to lose a quarter of a million
dollars annually. In assessing this proposal, the Board commented as follows:

The observations and recommendations of the MacPherson Com-
mission in respect of uneconomic rail passenger services where there is a
reasonable alternative public highway between the principal points
served by the railway can be related to the Saskatchewan situation.

Having regard to the size of the cities and towns and smaller centres
along Canadian Pacific’s main line in Saskatchewan, the contiguity of the
Trans-Canada Highway, experience in respect of passenger carryings on
the “Dominion” between Brandon and Medicine Hat and the trend
generally towards travel by automobile and bus in preference to short
and medium distance travel by rail, I am not able to find that a railiner
service through Saskatchewan, as requested by the government, would
not be operated at a substantial loss or that the inconvenience to people
along the line of not having local passenger train service would be such
as to warrant the Board ordering Canadian Pacific to inaugurate a
railiner service and bear its loss. I do not feel justified in ordering the
Company to inaugurate such a new service in the circumstances.

The close proximity of the Trans-Canada Highway to the Canadian Pacific
main line and the communities served by that main line is most significant.

In respect of bus service, the president of the Greyhound Lines stated in his
letter which was filed with the Borad as follows:

There is no question in our mind that we could readily handle this
traffic flow without undue burden and we are fully prepared, willing and
able to supply additional services as required to handle such traffic on
any and all sections of the route in question. We have currently on order
many new buses for the year 1966 and our fleet will be further
augmented with new equipment in 1967 to adequately handle the
increased passenger traffic that should result because of the centennial
year and Expo ‘67.

I might further add that the existing service has never been loaded
to capacity and there are presently available passenger seats on each and
every schedule in the territory in question and this same condition exists
at peak periods of summer tourist travel.

In paragraph 10 of the brief submitted by the province of Manitoba to this
Committee, reference was made to Canadian Pacific statement Number 3 of the
BTC “Dominion” Hearing-Exhibit 25, “Revenue Passengers Carried on “The
Dominion” by Conductors Run”. You will recall that statement was put out as
an appendix to the Manitoba brief. Attention was particularly drawn by counsel
for Manitoba to the 1964 passenger carryings shown therein between Brandon
and Moose Jaw and between Moose Jaw and Brandon. Mr. Mauro compared
these carryings to the carryings shown on the same statement between Montreal
and Ottawa and Ottawa and Montreal—The figures for Montreal-Ottawa, 43,595;
and Ottawa-Montreal 26,336.

In this regard, Mr. Mauro indicated that he could not understand why
discontinuance of the “Dominion” had been authorized while at the same time

f—
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rail passenger train service was still provided between Montreal and Ottawa. I
am instructed by people who were there that perhaps Mr. Mauro made a big
Point of it during the hearings with you.

What Mr. Mauro failed to do was to point out that the number of
Passengers shown on the statement as being carried between Montreal and
Ottawa did not include passengers carried on other trains between those points.
He apparently did not understand that operation of the “Dominion” between
Montreal and Ottawa had been discontinued. They were taken off when they
Were taken off in western Canada.

The confusion may have arisen because for a few months before the
“Dominion” was discontinued there had been a partial consolidation of the
“Dominion” and a set of local trains between Montreal and Ottawa—that is, our
trains 232 and 235. The Board merely said this: “These local trains which you
flad partially consolidated were not an issue in the hearmgs in respect of the

‘Dominion”, and so you can take off the “Dominion”; but then you have to
Unscramble the consolidation and re-institute the local trams in their pools; and
if you want to take them off, write to the Board for a normal hearing”. That is
all they said.

The carryings referred to above between Moose Jaw and Brandon—this is
important and Mr. Mauro did not draw this to your attention—reflect all
Passengers on and through, as well as on and off, the train between the points,
and include long-haul traffic as well as local traffic, tour traffic as well as local
tl‘af’ﬁc as well as other traffic during the summer peak period. In other words

ese figures are entirely unsuitable for assessing the need for a local service
between the points. It is just useless. You have a figure for which there is no
reakdown at all. It is useless. You do not know what you have there. You
Cannot assess local needs by looking at a figure that is on and off, as well carries
all through and tours, and then say “Look at these, the local traﬁ'ic purposes”.
hey are not local traffic at all.

In view of the inability of these figures to be used for the purpose, we in
anadian Pacific set up a study team to ride the “Dominion” between Brandon
and Moose Jaw and make an actual count of local passengers using the train
etween those points. This study was carried on over a period of 4 weeks
etween September 9 and October 7, 1965. Results showed that in the first week
€ average passengers per trip were 5.7 westward and 4.6 eastward; in the
Second week, 8.9 westward and 4 eastward; in the third week, 6.1 westward and
4 eastward and in the fourth week, 5.7 westward and 5 eastward. Surely
8entlemen, these figures point to an overwhelming preference on the part of the
trélvelhng public for use of their own private automobiles on the Trans-Canada
1ghway or for bus travel and demonstrate there is no need and there is no
effective demand for local rail passenger service between Brandon and Moose
aw and across the prairies.

I turn now to our brief, and this appeared before you and I will not read it
again. I refer to Brazier for British Columbia, Volume 9, and I expect we will
accept this in juxtaposition. I will read Brazier. He said:

While it is true that the percentage of the travelling public carried
by the railways has dwindled very significantly over the past years, there
is a substantial number of Canadians who wish to—and do, whenever
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possible—travel on the railways in preference to other modes of travel.
This is particularly noticeable from a study of the traffic during the
height of the tourist season. Tourism today is an important economic
factor for Canada, and we are particularly conscious of this in British

Columbia. Railway passenger services are essential in order to develop
and expand tourism.

® (12.15 p.m.)

Tour parties which were formerly operated on the “Dominion” from
Winnipeg-Moose Jaw to Vancouver were handled on the older conventional
passenger equipment and were frequently the cause of complaints due to the
age and condition of the equipment in comparison with the new stainless steel
cars, some of which were also operated in the “Dominion” as well as were the
consist of the “Canadian”. Therefore, if this tourist traffic were to be continued,
existing obsolete equipment would require extensive repairs and modernization.

At the end of 1965 a review of the passenger car equipment situation was
made and it was established that of the 137 cars, and 13 standby cars, required
to operate a 17-car “Dominion” in the summer months, for the purpose of
handling tourist traffic, 73 of these cars would require shop repairs involving a
cost of $1.3 million; the actual figure is $1,373,000. After one summer season, a
further 53 cars would require shop repairs costing an additional $1 million.
These repair figures, of course, do not include normal running repairs and
maintenance during operation.

This cost cannot be economically justified in the light of revenues provided
by this tour traffic and the short two-month season. Furthermore, this older
equipment worn with the extensive repairs referred to above could only remain
in operation for a few years.

In order to perpetuate the tour traffic, it would, in effect be necessary to
purchase new equipment which could not be justified on a full year basis of
operation, and it cannot be justified for a re-instituted “Dominion” or a second
section of the “Canadian” for only two months of the year. If you did do this
you would be guilty in Canadian Pacific of a serious misallocation of resources.

Tourists in Western Canada during the coming Summer will be handled by
a number of alternate means:

(a) A number of tourists are being handled and a number have been
booked on “the Canadian” for the coming Summer.
er.

(b) Greyhound Bus Lines have secured additional buses and are plan-
ning to increase the frequency of service for that purpose.

(¢) Air Canada this summer has announced a 28 per cent increase in
transcontinental service with 20 per cent more economy accommoda-
tion, and in future years increases have been indicated for both Air
Canada and Canadian Pacific Airlines.

(d) Canadian National has announced 20 per cent more sleeping accom-
modation this summer on its Supercontinental and Panorama trains.

(e) A continuation of the trend on the part of the American tourist t0
use his automobile for his vacation. I thought it useful to give you
these figures. This is demonstrated by the fact that whereas in 1959,
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79 per cent of the patrons at our Chateau Lake Louise Hotel in the
mountains arrived by rail and only 21 per cent by road, ten years
later, in 1965, only 42 per cent of the patrons arrived by rail and 58
per cent arrived by road. Arrivals at Banff Springs Hotel during
these two years follow a similar pattern.

And this trend is accelerating, gentlemen.

Operation of the “Dominion in the summer months would require use of
approximately 25 diesel units which are now being used in the movement of
freight traffic. As indicated in the Company’s brief at Page 54, Volume I, of the
transcript, there remains in the Canadian Pacific inventory only 28 diesel
locomotives geared for passenger train service which are currently being fully
utilized. This represents a reduction of 26 diesel locomotives, which were
converted from passenger to freight service in order to enable the company to
handle the extremely heavy volume of freight traffic. Furthermore, whereas at
the beginning of March, 1966, as indicated in the Company’ brief at Page 54,
Volume I, of the transcript, 50 diesel units were being leased; this number, as of
the end of May, was reduced to 32 units, 18 having had to be returned to their
owners in the United States.

I would like to say, gentlemen, that we are very, very foytunate with the
co-operation we are receiving from the United States railways in letting us hold
the 32 units. Without them we would not have been able to do the job we have
done.

Including leased and branch line units, the company now has 781 road
freight diesel units in service compared with 746 in the summer of 1965. This
represents an increase of 4.7 per cent in the number of diesel units available for
freight service, and because of the very extensive rebuilding and upgrading
Program that we have been doing in our locomotive inventory on certain units,
the increase in horsepower is 7 per cent in total; 4.7 increase in units, horse
Power increase 7 per cent.

As a result of the heavy grain movement, and the substantial increase in
other freight traffic, Canadian Pacific in the first five months of 1966 handled a
total of 32.7 billion gross ton miles of freight compared with 27.9 billion in the
corresponding months of 1965, an increase of 17.2 per cent. The number of gross
ton miles of freight handled in the first five months of 1966 averaged 6.5 billion
8ross ton miles per month.

On the basis of the grain targets set last week by the wheat board and in
the light of other freight traffic demands, it is expected that an average of 6.6
billion gross ton miles of freight will be handled in the last seven months of
1966 , an even greater volume than in the first five months.

In regard to the important job of grain movement, indications are that the
volume of traffic to be handled from the beginning of June, 1966, to the end of
the crop year, July 31, 1966, will be over 20 per cent higher than in the same
months of 1965.

In the light of the general economic conditions and an anticipated increase
in freight traffic, the company, in September, 1965, placed an order for 32 new
diesel units. The first two of these units are expected to be delivered next July,
to be followed by eight in August, and the balance to be spread over the four
Temaining months of the year.
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We have no assurance, gentlemen, that the United States lines will not call
back their units tomorrow. They are on a day by day basis. We have 32; they
are smaller units than this but we will not have our 32 new units until the end
of December. We will only get two in July.

The volume of freight traffic which the Company will be required to move
this summer, is such that the diesel inventory will be taxed to capacity and,
accordingly, any diversion of diesel units to passenger service must be made at
the expense of the movement of freight traffic, including grain.

Skilled personnel, such as cooks and passenger equipment maintenance
specialists, who formerly worked on The “Dominion” have been transferred to
alternative employment or they have jobs somewhere else. In view of the tight
labour supply situation in Canada, and with Canadian Pacific operating at a
very high level of traffic, the necessary personnel to man and maintain
additional passenger train services beyond those planned would be difficult, if
not impossible, to secure in time for the summer season of 1966. In any event,
other services performed by the Company would be detrimentally affected.

The addition of one more transcontinental passenger train at this time will
further increase the difficulties involved in handling the present high level of
freight traffic on the company’s lines particularly between Calgary and Van-
couver. In this area, the company has this year accelerated a capital expenditure
program designed to increase the capacity of the plant between these two points,
and the problems involved in meeting another passenger train on subdivisions
not yet equiped with CTC—that is centralized traffic control—will have a
detrimental effect on our efforts to move the nation’s commerce.

You have to remember, gentlemen, that we have a single track railway,
with not all our sidings extended between Calgary and Vancouver; we are
spending many millions of dollars extending these sidings; and the Company
has decided to expedite its CTC program by one year. We did not anticipate
finishing our CTC program until 1969-70 on this segment of track, but we are
now expecting to finish it in 1968. There is advanced signing on CTC equipment
just when there is about a year to 18 months.

More specifically, there is established between Calgary and Vancouver a
cycle of grain movement. Once again I could talk to you, Mr. Chairman and
gentlemen, about the difficulties of meeting a passenger train where you have
not got CTC on the single track railway, and how much time you lose by going
into clear and various things like that, but Mr. Fawcett has done that in a
practical way, and I know it only from observing the figures. I am sure he can
tell you about it.

More important, we have used computers and other things to establish a
grain cycle between Vancouver and Calgary and we are very proud, gentlemen,
of the job that we have done on this cycle. Even another train in here would
upset this cycle; it would slow down our movement over this segment of our
railway. We also would be adversely affected in moving the very heavy trains
into and through the Winnipeg terminal. We are moving a tremendous amount
of freight through Winnipeg; the biggest volume, of course, is eastbound grain.

Canadian Pacific has not disposed of the cars which were used on “The
Dominion” last summer, as it was directed by the Board in its judgment to hold
this equipment until the Board gave its judgment relative to “The Dominion”
in respect of the summer of 1967. Accordingly, the equipment has been in dead

=
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storage for many months. Some of the cars have not moved for nearly a year.
The usual shopping program for passenger car equipment during the past
Winter was not undertaken. Therefore, time would be required before the cars
could be placed in main line passenger service.

I would like to point out to you, gentlemen, that when you leave traffic in
here we have taken out the batteries, we have stripped the cars down, we have
not had heat on them, and before we put cars back into passenger train service
they must be very carefully examined as to running gears, draft gears,
electrical situations—and matters of that kind; they have to be greased and
lubricated; and we are dealing here with 150 cars. This all takes a great deal of
time; you cannot do this without lead time.

Most patrons plan their movement in the summer some months in advance.
It takes considerable time to prepare and institute advertising programs. You
have on your Committee people, like Mr. Sherman, who have had practical
experience in that regard. You have to contact travel agents and other sale
agents to build up patronage for any service. As can be seen, if the Board of
Transport Commissioners were, on direction, to reverse their decision regarding
the operation of the “Dominion” adequate lead time must be provided, and this
is not now possible for the 1966 summer season.

The last point I wish to make, gentlemen, has to do with the use of
transportation resources. I start here by referring back to page 44, Volume I, of
the transcript of your proceedings where we gave a definition of “effective
demand”. We said then:

Effective demand is the demand for a service at prices which meet
the cost of providing that service. Services or goods that cannot be sold
or what it costs to produce them do not possess an effective demand,
and their production is an economic waste.

I have read very carefully the transcript of the proceedings up to the end
of Moose Jaw; I have read what everybody has said about this; I have done as
much reading as I can along with my other duties, and economic tests, and I
find no reason to depart in any way whatsoever from what we said to you,
When we were here for Canadian Pacific before, about the true and proper
Meaning of the words “effective demand” in your terms of reference, Mr.
Chairman.

However, let us look at what somebody else has said here. The only person
T could find who really went at it and became definitive instead of dealing in
8eneralities was the Farmers’ Union’s economists, and what did they say? I
Quote them:

Effective demand is a schedule of yarious quantities of a good or
service that will be bought at different prices.

They did not try to say how that was going to be applied to rail passenger
Service, so it is obvious that that definition of “effective demand” is unsuitable
In the context of an inquiry under the terms of reference that you have; it is
Just impossible.

For any supply to exist in a market, the price must pe such as to equate the
demand with the cost of rendering the service. If the price is less than that, the
Service will not be produced. While the National Farmers’ Union allege that the
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supplier is in a near monopolistic position, this is clearly not the case, and this
has been demonstrated in the evidence submitted to your Committee. Compe-
tition in the passenger market is pervasive, and stems from airlines, buses,
automobiles and other rail passenger service. In the context of a competitive
situation, such as the one which exists in the passenger field, the definition of
“effective demand” proposed by the Company is the only logical one.

The pervasiveness of competition is also germane to the matter of efficien-
cy. Optimum allocation of resources in the economy requires matching of mar-
ginal costs with marginal revenues of various goods and services. The payment
by people purchasing goods or using services of an amount at least equivalent
to the cost, brings forth the production of these goods and services. This is basic
economic theory, gentlemen. That is why when somebody—I think it was MTr.
Bell—suggested that “effective demand” was a “Pickersgillian” phrase, I think
he said, I suggested that it may be more like Adam Smith, who is old enough to
be Mr. Pickersgill’s great grandfather; this goes away back.

The continued references throughout the National Farmers’ Union brief to
Canadian Pacific holding a near monopolistic position have, possibly uninten-
tionally, produced confusion and obfuscation.

At Page 502, Volume 8 of transcript, the National Farmers’: Union brief
reads as follows:

It is worth while to note that there are experts in the field of
transportation economics, who do not agree that under all circumstances
the cost of providing a service is, or for that matter should be, the sole
determinant of its price.

Gentlemen, I felt very strongly when I read this part, because I happen to
personally know Professor Locklin. Professor Locklin was introduced to me by
Mr. Frawley, who is sitting over there. He went down with all the money
Alberta has and brought back this high-priced expert from the United States;
and he brought him back again and again. He is a brilliant economist. When 1
read what he was supposed to have said—as quoted by the Farmers’ Union—
I just could not believe it. I went and got Mr. Locklin’s book, and he did not
say it. He did not say it, gentlemen. I quoted what the Farmers’ Union said
Locklin said, and I have quoted right below it what he did say out of the book:
I will not do more than to draw to your attention the very marked differences
in the quotation from his book at page 155 and the quotation that was alleged
to be taken out of his book by the Farmers’ Union.

I now go on with more quotations. The quotations from Professor D. P
Locklin’s book, used by the National Farmers’ Union which appear at pages 502
and 506, are shown in full below and the portions omitted from the National
Farmers’ Union brief are underlined. Once again, gentlemen, I am not going
to read all that, but I just ask you to mark what they did to the quotation.

There are many quotations on this point from Professor Locklin’s book
which appear to have been overlooked by the National Farmers’ Union and
which express views entirely contrary to the concept developed in their prief.
Some of these are:

If a particular unit of traffic will not move unless charged a loW
rate, it is profitable for the railroad to quote a low rate provided the

-



_—

June 7, 1966 TRANSPORT AND COMMUNICATIONS 1295

variable or “out-of-pocket” expenses are covered. If the railroad can get
something over the variable expense this item of traffic is profitable.

You will have noticed in reading economic texts that economists equate out-of-
Pocket expense economically with what we call variable costs.

The conclusions to be drawn from these studies are that more
attention should be paid to the long-run behaviour of costs in making
rates.

That is what Professor Locklin said.

What were the Farmers’ Union economists trying to do? It goes back to
FOW they got into this problem. They got into the problem of trying to define
‘effective demand”, as I set it out, and I said it was impractical. They tried to

efine “effective demand” on the demand factor basis only, and that is where
they got into trouble. Then when they got into a book they found that they had
to misunderstand the language which was English. They may have been short of
Paper—1I do not know—but they got the thing mixed up. It did support their own
definition of “effective demand” after they got it mixed up.

They tried to make Professor Locklin deal almost exclusively with demand

factors without referring to cost. Gentlemen, this is clearly not what Professor

cklin did; and I say to you that no reputable, knowledgeable transportation
€conomist would ever do it—none.

I go to a matter where the Farmers’ Union at page 525 of Volume 8 made a
fecommendation that:

The Canadian Pacific Railway Company should be nationalized
immediately, and its railroad and communication systems integrated with
those of the Canadian National Railways.

. The MacPherson Royal Commission had similar proposals made to it by
Similar people, and I draw your attention to Volume 2, page 235 of the Royal
Ommission’s report,where it states:

The nature of the transportation industry, in the light of the role we
believe it must play in Canadian economic development, affirms our
conviction that there are benefits to be derived for the nation by the
extension of competitive forces in transportation. Furthermore, we are
convinced that the benefits of competition to the nation are substantially
secure under the incentive of profit maximization and that this incentive
can be made to work satisfactorily under a system of mixed private and
public ownership, so long as publicly-owned transportation companies
are instructed, permitted, and regulated to work under the criteria of
normal practices.

Si Mr. OrRLIKOW: Mr. Chairman, just a point to clear the record. Before Mr.
SInclair started this latest quotation he quoted page 235 instead of 275, as it is
the brief here.

i Mr. SincLAIR: Just for the sake of the record, it should be page 275. I am
Orry. Thank you. I did not mean to change that at all.
Publicly-owned transportation companies say it will work in a mixed

Nomy as long as they are instructedd, permitted and regulated to work
€r the criteria of normal practices.
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I go on to page 283 of Volume 2 of the MacPherson report:

In our view complete nationalization of any mode of transport in
Canada is not the best way to attain efficiency of services and optimum
allocation of resources in transportation without the complete abandon-
ment, so far as it is concerned, of the principles of profit maximization
and dependence upon the market choices of shippers.

I turn to President Johnson, on March 2, 1966, he sent a message t0
Congress on transportation, accompanied by proposed legislation designed to
implement the broad and essential policy expressed in that message. President
Johnson’s message emphasized the fact that:

The United States is the only major nation in the world that relies
primarily upon privately owned and operated transportation.

This National Policy, the President pointed out, has served the United
States well and must be continued and strengthened.

In this regard, the Minister of Transport, in his speech given at Winnipeg on
April 27, 1966, in setting out the basic objectives of what he considered the
national transportation policy, the minister stated:

Co-ordination does not require monopolies of all transport services,
either public or private.

To ensure the best transport services at the lowest cost with
reasonable choice, reliance should be placed on competition where it
exists in sufficient volume and strength between different carriers and
different types of transport.

Canadian Pacific, gentlemen, disagrees fundamentally with the concept
proposed by the National Farmers’ Union. In the view of Canadian Pacific the
interests of the Canadian people are best protected, and with the least burden,
by a system which provides for competition by private enterprise in the
national transportation field.

® (12,40 p.m.)

Canadian Pacific does not believe that socialism in transportation, or, for
example, in farming, in banking or many other fields, is in the best interests of
Canada. In fact, it agrees with the statement made recently by Lord Beeching
former chairman of the British Railways Board—and he had the unfortunaté
experience of losing over $300 million last year—and this is what he said in
a recent interview which was reported in the Montreal Gazette:

I don’t think nationalization solves problems. It merely alters the
frame-work in which they must be solved.
He added:
There is a general climate of opinion in Britain against nationaliza~
tion. People have seen that it doesn’t work.
This was the highest paid civil servant in Great Britain.

At page 501 of Volume 8 of the transcript, the National Farmers’ Unio®
brief quotes an excerpt from pages 11 and 12 of Volume 2 of the MacPherso?
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Royal Commission’s report. Gentlemen, I have quoted in extenso here because
ere once again, whether deliberately or because of lack of understanding, any
Teading in context of the quotation changes it materially from what was put
be_fore you; because what the Farmers’ Union say they endorse, by looking at
PhlS, if you leave it in its full context, it is just the antithesis of what they say it
1s. That is all I am going to say on that, gentlemen.
I turn to page 50 of our note, and I read:

Public policy in Canada should seek to create an efficient transport
system. This we define as the objective of the national transportation
policy. Opinions generally expressed before us concur in this definition.
This objective we regard as of more importance than the preservation of
any single mode of transport, or of any particular company offering the
services of transport. Should it be apparent that a firm providing services
of transport is unable to live under a policy which seeks to attain
maximum efficiency, we state that the consequences of technology or
economics must not be set aside to preserve any historical or precon-
ceived ideas about the proper composition of the transportation industry.

L did not say that, gentlemen. It was the MacPherson Royal Commission that
said that,

With that in mind, let us go on and see who else thinks the same way. That

efinition of MacPherson is remarkably similar to the views that have been

€xpressed by Mr. Daniel P. Loomis, president of the Association of American

ailroads, in his testimony on House Resolutions 13200—a bill to create a

epartment of Transportation in the United States which was presented at the

earing before the subcommittee on executive and legislative reorganization of
€ house committee on government operations on May 17, 1966.

Mr. Loomis quoted a message on transportation which President Johnson
Sent to the Congress on March 2, 1966, which summarized the objectives to be
achieved by the proposed legislation and the vital role to be played by the
ederal government in the following language:

We must secure for all our travellers and shippers the full advan-
tages of modern science and technology.

We must acquire the reliable information we need for intelligent
decisions.

We must clear away the institutional and political barriers which
impede adaptation and change.

We must promote the efforts of private .industry to give the
American consumer more and better service for his transportation dollar.

That was President Johnson’s summary. Then Mr. Loomis went on to say:

No nation, even one so well endowed as our own with human and
material resources, can realize its full potential unless it makes the most
effective use of those resources. In other words, a nation must employ its
resources so as to maximize benefits with a minimum of economic costs,
whether or not the costs are incurred privately or publicly, and this
requires careful and balanced consideration of the alternative means
which are, or could be, made available, and in what proportions.

24409—4
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And further, quoting again:

It is not enough simply to go on adding to the sum total of
transportation capacities on the mistaken assumption that the more that
is supplied of whatever kind the stronger will be the resulting national
transportation system. There is no economic strength in mere multiplicity
of transportation facilities.

In the speech which the Minister of Transport made in Winnipeg
Wednesday, April 27, he outlined the basic objectives of a national transporta-
tion policy of Canada, and he cited, as a contribution made in this regard by the
MacPherson Royal Commission, their definition of national transportation,
which I have just given to you.

I say it is significant that the objectives of a national transportation policy;
as outlined by the Minister of Transport in Winnipeg just a little over a month
ago, and as I am going to quote them, are generally in accord with those set ouf
by President Johnson in his message on transportation. I will quote from the
Minister of Transportation’s text, as it was given to the press:

Apart from the contributions of the MacPherson Commission, the
following basic objectives should be included in a new national policy:

Because transport enters so largely into all costs in Canada, all
avoidable waste in providing transport should be prevented.

Waste and inefficiency can be avoided only by the appropriaté
co-ordination of all forms of transport under federal jurisdiction.

Co-ordination does not require monopolies of all transport services
either public or private.

Co-ordination and the avoidance of waste to require the application,
wherever feasible, of commercial principles to the provision of transport
services, even where they are provided out of public rather than private
_capital resources.

The type of transport services best suited to each particular require~
ment should be used to meet that requirement.

To do so, Canada must take advantage of advances in technology iP
transport and the most modern equipment.

Excessive costs must be avoided by eliminating unneeded service$
and obsolete methods and equipment.

To ensure the best transport services at the lowest cost with
reasonable choice, reliance should be placed on competition where it exists
in sufficient volume and strength between different carriers and different
types of transport.

Competition at non-compensatory rates should not be allowed 10
destroy continuing competition.

Gentlemen, perhaps a non-compensatory rate is one that does not meet it$
variable cost, plus something. We took that position when we were here il
March. .

I go on to quote the Minister of Transport:

Where effective monopoly exists, there must be means of public
regulation to ensure availability of necessary services at reasonable rates.

_—n
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To protect the taxpayer and control costs, users of transport should
pay the costs, wherever this is economically and socially feasible.

Where subsidies are needed to provide essential facilities or services,
the subsidies should be limited in time to a developmental period, or to
clearly defined special situations or services which can be segregated and
measured financially.

Except where subsidies are required in the public interest, transport
facilities and services should be provided at the cost of the public
treasury only in cases where the use is so general or the cost of collecting
user charges is so great that support from the treasury is really the most
economical method of paying for the facility or service.

Canadian Pacific reiterates the views which it expressed in its presentation
at page 67, volume 1, of transcript:

Perpetuation of passenger services which are no longer patronized or
the diversion of traffic from other viable media by the introduction of
abnormally low fares to increase patronage can only result in further
increases of the rail passenger deficit inevitably borne by the general
public. This is most certainly a misallocation of transportation resources
for which there is no justification, and it results in a disservice to the
interests of the Canadian people.

Perpetuation of such services is contrary to proper use of transportation
resources, as so clearly enunciated by the MagPherson Royal Commission,
President Johnson of the United States and the Minister of Transport.

Thank you, Mr. Chairman and gentlemen.

The CHAIRMAN: Mr. Sinclair and gentlemen, before we adjourn I think that
Perhaps it might be wise to have the brief printed as an appendix, because there
are quotations that have been skipped over, and there has been some skipping
done in order to hasten the presentation of the brief.

It is moved by Mr. Andras, seconded by Mr. Southam that the brief be
Printed as an appendix to the proceedings.
Carried.

Perhaps it might be wise, before questioning begins, that we should
adjourn. We have ten minutes. Mr. Bell?

Mr. BELL (Saint John-Albert): Mr. Chairman, there is one thing which
Comes to my mind in this comprehensive brief: Could we find out, in order to
Satisfy the long-range plans of this committee, when the CNR will come before
Us? Tt strikes me that one of the main problems, if we are going to deal in a
detailed way with the contention of the CPR, is to fit the CNR into this picture.

The CHAIRMAN: We do have the CNR and Air Canada to come yet. Our
Problem at the moment is that after we adjourn this week we intend to bring
forward the estimates of the Department of Transport next week, and, in fact,
We will try to obtain permission to sit for as long as we can to get the estimates
through,

We do have a number of witnesses. Mr. Burwash of the Board of Transport
Commissioners is prepared to come in with some witness as to cost. The CNR
1S prepared to come in whenever we wish to call them.

24409—4%%
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It depends on the committee whether they wish to hear the CNR during the
hearings on the CPR, or whether questioning can be done of the CNR while the
estimates are before this committee.

Mr. BELL (Saint John-Albert): My point, Mr. Chairman, is that perhaps we
can question Mr. Sinclair about some particular phase of this which we may
have in mind, such as the “Dominion”; but to deal fully and finally with this
very comprehensive brief I, for one, feel that in the meantime the CNR have to
be brought into this picture; because I could not begin to intelligently under-
stand the final part of the brief on transportation generally without getting the
thoughts of the president of our other major railway which is heavily involved
now in the passenger service.

The CvoAIRMAN: I must say, on your opening statement, that we are
concerned in this matter so far as the long range report and recommendations
of this committee are concerned.

As you are no doubt aware, this committee intends to make an interim
report, probably some time this week, if it is possible. I would agree with you
that perhaps it would be best for the subcommittee to meet this week and
discuss when the CNR should appear.

However, I do want to bring to the attention of the committee that the
estimates have to be heard next week, and perhaps we should meet with the
subcommittee later today and discuss the CNR’s hearings. There is a represen-
tative of the CNR at the committee meeting today, and we can discuss with hin,
also, the presentation of the CNR’s case dealing with the passenger service.

Mr. FAWCETT: Mr. Chairman, would it be possible to have some responsi-
ble officer from the passenger department of the CNR come in, even if it is only
for a short period. Would that be of any benefit?

The CHAIRMAN: I am just saying that we should perhaps have a discussion
in subcommittee about dealing with the CNR strictly on passenger service.

Are there any further questions before we adjourn?

Mr. OLsoN: I wonder if you could speak with the Minister with a view t0

finding out if he would be prepared to appear before the Committee either at
the afternoon or even at an evening session.

The CHAIRMAN: He indicated to me this morning that he was prepared t0
appear before this Committee some time today, or this evening.

Mr. SHERMAN: What about tomorrow?

The CHAIRMAN: Tomorrow too many members will be missing. Caucus is iB
the morning and there is the Expo ’67 trip tomorrow.

Mr. SHERMAN: I know it is a problem, but I would suggest that it may beé
impossible to finish with Mr. Sinclair by the end of the afternoon.

The CHAIRMAN: We will see how the afternoon carries on, Mr. Sherman.

Mr. Rock: Mr. Chairman, the CNR usually comes here for a special
purpose, and that is with reference to their financial report. According to our
terms of reference we deal with only CPR and yet we are trying to fit the tw@
together somehow.

-
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The CHAIRMAN: I think the subcommittee should discuss this.

Mr. Rock: On this question of passenger service, would you warn the CNR
that this is the purpose for which they will be coming, or will they be coming
With their financial report and we will fit in the questions during their—

The CHAIRMAN: If the CNR comes here while we are on the CPR hearings
they will be coming strictly on the basis of passenger service alone. That is why
I suggested that the subcommittee should discuss this.

Mr. Rock: But I think they should be warned before they appear.

The CHAIRMAN: We have a representative of the CNR here and I am sure
he will relay that to the CNR officials.

_ Mr. AuLmanp: Mr. Chairman, in several items there have been a real
Jjoining of issues between the CPR and some of the other briefs. In other words,
t?day Mr. Sinclair has said “This is not true”, or “this is a wrong interpreta-
tion”. It is of course, up to us to decide who is right and who is wrong on these
differences of opinion, but it would seem to me that we would have to have some
expert assistance from an economist or an accountant. With all due respect to
the experts that we have here I would say that many of us probably were not in
a position today to pin Mr. Sinelair down, just as we were not in a position to
Pin down some of the other witnesses who appeared, by saying “This is an

faCCOunting problem. How do you explain this with respect to that?” and so
orth.

The CHAIRMAN: As indicated to you we will be having some cost analysts of
the Board of Transport Commissioners here, and it is also the intention of the
Committee to retain its own independent cost analysts.

Mr. ALLMAND: Do we intend to retain our own experts?

Mr. Rock: We have not made a decision, Mr. Chairman. We have spoken
about it, but no decision was made.

_ The CHAIRMAN: We have not retained anyone. This will have to be
discussed at a subcommittee meeting. There was no vote on it, Mr. Rock.

Mr. SHERMAN: Mr. Chairman, I think you may have missed the significance
of my question.

The CHAIRMAN: No, I did not miss the significance of your question, Mr.
Sherman.

Mr. SHERMAN: Is there any pressure to finish with Mr. Sinclair in order to
fit the Minister of Transport in today?

The CHAIRMAN: None whatsoever.

Mr. SHERMAN: All right; thank you.

Mr. Rock: When do we meet again, Mr. Chairman?

The CHAIRMAN: We meet immediately after the question period.

Mr. Rock: Are we asking for permission to sit while the House is sitting?

The CHAIRMAN: We already have permission as of last Friday.
We will now adjourn until 3.15 or 3.30.
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AFTERNOON SITTING

The CHAIRMAN: Order, please. Thank you.

Mr. FAWCETT: Mr. Sinclair, on page 16 you say: “Where the rail passenger
service has become superfluous and wasteful, in the interests of maximum
productivity, as well as in compliance with the contract made by the Company
with the people of Canada, it should be eliminated.” Could you expand a little
on what you consider superfluous and wasteful?

Mr. SincLAIR: Well, with regard to the first word, I would think it is where
the capacity being offered is greater than the demand for it; wasteful is in the
economic sense, and that is where the cost of providing it is greater than the
revenues being received.

As I said before, Mr. Fawcett, you can stimulate demand on the demand
factor basis without relationship to cost and that is why I have made it
conjunctive rather than disjunctive. In other words, just because people can be
stimulated to move by rail by give-away fares or fares that are very very low,
that does not meet the problem; the problem has to be met in economic terms.
Otherwise, as I say, you do not get maximum productivity, and on that basis as
well as by contract, the train should be eliminated, contracted or adjusted.

Mr. FAWCETT: In other words, your previous interpretation of effective
demand would still apply; if there was not the effective demand this service
would be considered superfluous and wasteful. Is that right?

Mr. SINCLAIR: Yes; basically yes. I think, as I said earlier, the only brief I
saw that tried to put a definition on it was the Farmers’ Union and it dealt only
with demand factors. That, of course, is not proper a factor when considering
effective demand, otherwise they would not have put the modifying word
“effective” before the word “demand”. Straight demand factors in economics are
unknown in the context in which we are using them. Then I went on to explain
just a little bit about marginal costs and productivity.

Mr. FAwWCETT: Well, in line with that though, the mere fact that people
perhaps were using that service would not necessarily mean, as you stated
before, that there was an effective demand, that it still could be considered as 2
waste of our resources?

Mr. SINCLAIR: Mr. Fawcett, you will recall that we made a study in the fall
of 1965. We gave in our brief the very few people that were riding it. We also
gave you the figures of how many people were using the sleeping cars back in
1960, and this demonstrated beyond any question, as I see it, that there was no
effective demand for the service.

More people did use it, of course, when the rates were dropped down to
around two cents per mile, and you just cannot operate on that basis, Mr-
Fawecett. It is impossible.

Mr. FAwceETT: Well I can agree with you that between 1959 and 1960,
because I know this from experience, and perhaps even later than that,
passengers were leaving the railways; but do you not think there is a possibility
that this trend has been changed, that people are anxious to get off the
highways now because of the highway hazards and would go back to the
railway?

0
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Mr. Sincrair: Well, there is a hazard in everything we do, Mr. Fawcett,
&ven walking over here to discuss things like this with you, and yet we do it
because we like to discuss problems. For instance, we drive our cars; we know

ere is a hazard. There is a hazard getting up in the morning; there are
azards in all aspects of life. I drive in a city that has as bad traffic conditions I
think, as anywhere in Canada, and I drive on Quebec highways and I do not
find them that congested. You have to remember that Montreal is an island and
€ven in the very heavy outgo on Friday and Saturday and in on Sunday night
You have to make the bridges and I do not find them that congested. As a
Matter of fact they are not as congested now as they were a couple of years ago
around Montreal because there have been substantial amounts of expenditures
Made on highways and improvements on bridges, and others are under way.
hen I go over to Toronto and I look at the Gardiner Expressway; I look at 401;

look at the expansion to 11 lanes in some of these highways, and I see a
8reater capability of highways all the time. Sure, it reaches a certain peak. But
€very figure I have seen, Mr. Fawcett, does not show that that trend is so. At a
Certain fare level you can do it, there is no question about that, but that is
Dutting it down too low, based on our experience. And you have to remember
his, Mr. Fawcett, we must recognize that we are going to get a higher cost
€vel, not a lower one. I mean we are in negotiations at the present time, and I
d_O not want to talk about it for that reason, but it would be unrealistic in the

ght of movement in the last two years not to recognize that there is going to
€ some movement, if I could put it that way, some movement; and by that I
Mean some upward adjustment, not some downward movement.

Mr. FAWCETT: When you were discussing regression analysis this morning
You mentioned that there were some costs that were attributed to the “Do-
Minion” that were actual costs and other that had to be arrived at through
Tegression analysis. Did I understand you correctly?

Mr. SINCLAIR: Well, Mr. Fawcett, you do it in three steps really; those in
the primary accounts that are directly identifiable and assignable, like wages for
Tain crews on a train, and those are kept right in the primary record and we
take them. Then you have some special time and motion studies about putting a
ain away at a certain time; you have those kinds of studies so you know that.
hen you have the third group, which are joint costs, and in that area we use
Tegression analysis with the various independent variables to make the cost
Separation between the various services.

As I pointed out this morning this is a statistical tool. Regression analysis is
Dot a cost accounting system but merely a statistical tool that is used in the
dGEVelopment and breaking down of joint costs, which is a small proportion,
actually, of all cost assignments.

) Mr. FawceTT: Well, repairs to cars, repairs to roads and so on would lend
Uself to very accurate accounting because you would have the costs of those
actual repairs, whereas perhaps maintenance of way, engine house expenses,
Yeardswitching, and that sort of thing would have to be arrived at through
Tegressional analysis.

Mr. Sincrair: With regard to cars, of course, we do not maintain a cost
Sheet on each and every car and every time it comes into the shop put it onto
at car; we know what a class of car costs and we know how many of those
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cars we have and then you apply the unit cost of that class of car to your total
inventory of that class. Maintenance of way, yes; maintenance of way is
regressional analysis.

Mr. FAwceTT: I was wondering about something else too. What does full
occupation of coach seats mean, in your opinion? Does this mean a paying
passenger in each coach seat; does it mean coach seats taken up by children for
which there is no revenue, of a combination of these?

Mr. SincrLAIR: Well, of course, when you talk 100 per cent load factor you
mean that every seat is taken on which there is revenue coming from it and you
put it into an equation just like you do on an airline; a certain factor to take
care of pass fares.and babes in arms, and of course you do not count them, and
if the seat is sold the mother or father holds the small child on their knee—on an
air line they put it in a crib. You put this in; but if you are asking me whether
you have to get full fare for each seat before you get 100 per cent, no. It means
that there is revenue on each seat.

Mr. FAwceTT: That was my question, because I know that this is a problem
too.

Mr. SincLAIR: Well I am quite sure that you find certain people bring in
small children and they appropriate, if I may use the word, spaces beyond what
they may have paid for and the train may look fuller than it actually has been
paid for.

However, as the conductor comes along and if he sold the seat he has the
job of brmgmc' the matter under control, Mr. Fawcett; I am sure you have that
problem yourself.

The CHAIRMAN: Mr. Fawcett, your time is up.

Mr. FawcerT: I will pass for now then, with the understanding that I can
come back again.

Mr. HorNER (Acadia): Mr. Sinclair, on page 33 you deal with the question
of downgrading services which happen first. We have had a lot of evidence to0
indicate—and perhaps you are well aware of this—the service fell off and,
therefore, the passengers felt they were no longer wanted and quit travelling
You try to make a case here or, in your words, you make a case that the servlce
actually was upgraded. How old are the cars you are now using or were last
using on the “Dominion”?

Mr. SincLaIR: Well, when we upgraded it in 1955 and ran until 1960 the
cars were brand new. The Park domes, the Manors, the Chateaus, the diners and
the deluxe coaches were all brand new. They were all purchased in 1954 and
delivered in 1954-55. That was the kind of cars that I delineated on page 33.

Mr. HorNER (Acadia): Was the consist of the “Dominion” brand new if
1954-55?

Mr. SINCLAIR: The complete consist. We had at least one; we had of course
only one Park dome on the rear; we had one Skyline; we had one diner that
was a new diner; the other diner would be a Tuscan Red diner; we would have
at least one Manor and we generally ran two; and we generally ran twO
Chateaus. There would be an addition to that, as I have said, the best of the
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Tuscan Reds in addition to fill out the consist. As a minimum on that there
would be seven, and generally more than that; but there was a minimum of
seven and that was the way it operated, that was part of the consist and so on
until 1960, when we cut it back.

Mr. HORNER (Acadia): Well I find it difficult—

Mr. SiNcLAIR: May be yYou can help me. I find it very difficult to really
remember what it was like riding in a Northstar before they put the overpasses
on those Merlin engines; I know that they were noisy and an uncomfortable
ride, but I find it difficult to remember it. Somebody might say that they were
deliberately making the ride on that Northstar a rough ride for me, but I do not
believe it. They were an awful good airplane; the first ride I had on them I
thought it was terrific.

Mr. HOoRNER (Acadia): The last ride I had on it I thought it was dashed
Door, to say the least.

Mr. SiNcLAIR: Well, after all, as I say, Mr. Horner, it is a long time, you
know, between 1955 and 1966; it is eleven years.

Mr. HorNER (Acadia): I accept that it is a long time, but I am not
convinced although, as you say, you make your case that some of these cars
were new. I am not convinced at all that the CPR really tried to maintain the
service and my fear now is, and you can correct me if I am wrong, that you are
doing the very same thing with the “Canadian”.

Mr. SiNCLAIR: Well I can assure you, and I do not know what I can do with
your fear, Mr. Horner, that we are not going to downgrade, if you want to use
that word, the “Canadian’; we are not going to downgrade it because we are
broud of the train. I said here before that I for one certainly have not given up
on making the “Canadian” a reliable operation, and I am very sincere in that.

I think we are getting a little bit of backlash, a little bit of backslip right
how because people are thinking and they are reading articles that we are not
in the passenger business and I think that maybe it is hurting us a little bit
right at the moment on the “Canadian”, but we are running a good train.

Mr. HORNER (Acadia): Is the “Canadian” meeting your definition of effec-
tive demand?

Mr. SincLAIR: As I said to you before at the present time it is showing a
loss. We are still involved in our price adjustments in it. We are not getting a
load factor on it that I think is justifiable; the figures we have given to you
show for the month of May the load factor is away below where it should be:
This train should operate on a minimum load factor of 75 to 80, and it is
Operating at 50 to 65.

- Mr. HorNER (Acadia): Have you done anything to modernize the reserva-
tion system on either train, the “Dominion” or the “Canadian”, in recent years?

Mr. SiNcLAIR: Well no, Mr. Horner, we have not. We thought we had, as I
explained before, with this tie-in that we had and our assignment of space to
Various areas and check-backs to our telecommunications and release of space,
and with our lazy susan type we thought we had a good system in light of the
Volume.
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You can set it up on a computer, we have some of our hotel reservations on
a computer system, but you have to have heavy volume; it is expensive and we
have not got it even for our whole air line because we have not got the volume
of traffic for it. Air Canada have it, and I read somewhere where the Canadian
National were going to introduce it next year in regard to coach; I understand
they are going to put it on top of their Air Canada level to use that, and they
said they were going to try to extend it to sleeping cars. It becomes more costly
as you get the variations in the types of equipment.

Mr. HorNER (Acadia): If you feel your system is satisfactory and is not
discouraging passenger travel, how do you explain then the number of times the
Committee has had evidence submitted to it that people have got on the train,
were not sold a space or given sleeping accommodation because they were told
there was none available and then they got on the train and found plenty there.

Mr. SiNcLAIR: Well number one, Mr. Horner, from a person who travels
quite a bit, some of that is undoubtedly no show. Secondly, some of it is due to
segment traffic; in other words they see empty berths or empty seats leaving
Calgary and they are going to be picked up at Medicine Hat or Swift Current;
that is the segment traffic. Thirdly, there are last minute cancellations and we
have not time to release the space. Travel plans change, sickness comes along,
one of a thousand and one other reasons.

However, we were disturbed at the amount of this evidence because we
just cannot understand it and as a result of that we set up a special committee,
a group of our experts in telecommunications, our research people and, as I said
in here, they are presently conducting a study. We are doing various kinds of
checks, Mr. Horner, both unknown and known checks, efficiency tests, if you
want to put it that way.

Mr. HorNER (Acadia): You suggest in your brief that people can travel by
other means, and even go so far as to suggest the Canadian National Railways
and that the Canadian National is upping its sleeping accommodations by 20 per
cent, or some figure like that. Why is it that the Canadian National finds this
profitable and the Canadian Pacific does not? Now are we as, in a sense,
directors of the Canadian National sitting here and allowing them to invest in 2
false venture, in your opinion?

Mr. SincrLAIR: I can only speak from what I know, Mr. Horner. They have
said and indicated that they are increasing their capacity on these two trains by
20 per cent, and all I am doing is listing where tourists are going to travel. They
have increased the consist of their train; we have a heavier consist on th.e
“Canadian” than we had last year, they have filled out their consist on their
trains likely to full tonnage and to make the time; that accounts for some of it.

I think the Canadian National, Mr. Horner, is in an experimental stage. I
wish them well. I think they are wrong; based on all the information I have and
based on all the judgment that we can give it, we know they are wrong.
However, if it proves otherwise the only thing for us to do is to admit that we
have made a mistake and reverse ourselves, but we see no indication of that,
none whatever.

Mr. HorRNER (Acadia): You think they are wrong; you know they are
wrong; the “Canadian” is losing money.

€D
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Mr. SINCLAIR: We know they are wrong on the basis of the information that
We have.

_ Mr. HorNER (Acadia): On the information that you have. Your “Canadian”
1s losing money.

Mr. SINCLAIR: Yes.

Mr. HorNER (Acadia): You suggest that the “Dominion” should be can-
celled because there is no longer effective demand for it; you know from your
best information that the CNR’s experiment is going to be proven wrong. How
€an you convince me or this Committee that the “Canadian” is not on its last
legs too then?

Mr. SINCLAIR: Because it is one thing to operate two trains; it is another
thing to operate one. The Canadian National, you see, have both their supercon-
tinental and their panorama on a full basis. We have not had that except in the
Summertime since 1960. As a matter of fact, as I recollect it, their load factors
Were substantially below ours—I am talking on the transcontinental route—and I
Just think it is wrong to have a passenger deficit; I think it is wrong for Canada
to support a passenger deficit. It does not matter, Mr. Horner, whether private
enterprise is losing it or public funds are being used of millions and millions of
dollars a year. Ours is over $20 million and, as I say, I do not know what theirs
is but it was, on the basis of what the Royal Commission did in 1958, over $50
Million. I would think it has likely gone down some because, as I say, they have
8ot rid of trains and they do have a higher load factor.

What you have to watch is this. Car miles are one thing; they cost
Something, but train miles are extremely expensive. One of my associates has
Teferred me to the Canadian National annual report for 1965, page 10, and I am
Quoting, on passenger service:

The Company, therefore, will concentrate on providing such passen-
ger services as may be required in the heavy density population areas.
Steps will be taken to seek withdrawal from, or obtain public monetary
support for, those unprofitable services which do not fit into that pattern,
the objective being to eliminate the deficit in passenger operations.

When you read it like that it is not too different.

Mr. HORNER (Acadia): The Canadian Pacific received part of a subsidy here
a few years ago and maybe still is in lieu of passenger travel; am I right or
Wrong?

Mr. SincrLAIR: I would say you are wrong.

Mr. HornER (Acadia): Did you not receive something after the MacPherson
*eport came out?

Mr. SincLAIR: Oh, I understand what you are saying to me. In lieu of the
Tecommendation certain grants were made; however, Mr. Horner, our rates
Were frozen and our ability to adjust our plants was frozen under arrangements
Made, and the amount was nowhere near the recommendations of the Royal

Ommission.

Mr. HorRNER (Acadia): One more question, Mr. Chairman, and that is with
Tegard to passenger train feasibility. We see the Canadian National going into a
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whole new concept of passenger traffic between Montreal and Toronto; in your
best judgment is it feasible to put on a passenger train which there will
be effective demand for and it will operate efficiently, under your definitions of
efficiency.

Mr. SINCLAIR: Between Toronto and Montreal?
Mr. HorNER (Acadia): Anywhere where there is passenger traffic.

Mr. SincLAIR: Yes, I think there are places where it might be done. At the
present time commuters is one, in the Montreal area on our line. I think at the
present time there is only one road in the Toronto-Montreal area that bears
more than meeting their variable costs there; that would be my guess, because I
do not know—certainly in regard to day travel between Toronto and Montreal
that would be my guess, based on my judgement of traffic patterns with one
road in there, and with the type of equipment they now have and the cost of it.

® (3.50 p.m.)

As to the high speed trains I think there is some misunderstanding, Mr.
Horner. The Canadian National statement said that they would operate this train
in 1967 up to 100 miles an hour. We operate 90 miles an hour between here and
Montreal every day. Up to 100 miles an hour is one thing; 160 miles an hour is
another thing, and a 160 mile an hour operation means you have to have &
secure right-of-way and you have to have signal circuits that are much longer
than they have, and you have to have different kinds of line and surface than
you do for up to 100. That is when you get into real money.

All I ask you to envisage is a train going 160 miles an hour and hitting &
low bed at a level crossing; you are in the bullrushes.

Mr. OLSON: Mr. Chairman and Mr. Sinclair, I have 48 questions here but
because of the time factor I am only going to ask you four.

Mr. Sincrair: I would like to say, Mr. Olson, as I said to your Chairman,
and as Mr. Crump said, we are at the call of this Committee and while I cannot
be here tomorrow I can come back this Friday. I would be very glad to try to
answer any questions that you have, whether it be 48 or 148.

Mr. OLsoN: This Committee is also very cognizant of the time factor in sO
far as summer service is concerned, and I am sure you are too; in fact you have
drawn this to our attention.

The 48 questions involve certain inconsistencies in the argument that you
advance and I am going to take four of them. For example, you said, on pages 47
and 48, quoting chapter and verse from the MacPherson Royal Commissions
from the policy statement made by the Minister of Transport and the policy
statement made by the President of the United States—I will not quote them
back to you—to the effect that here are benefits to be derived for the nation by
the extension of competitive forces in transportation.

It seems to me Mr. Sinclair, that you have used all of these arguments to
buttress or support your argument before this Committee; yet it seems to me
that the whole purpose of your application to the Board of Transport Com-~
missioners and the terms of reference of this Committee, is for you to withdraw
from providing this competitive factor. This seems to me an inconsistency an
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yet you seem to want to be on both sides of the fence at the same time, whatever
happens to suit your argument. You lost me, and I listened very attentively to
you.

Mr. SINCLAIR: I accept this responsibility fully Mr. Olson, and it is all my
fault if I lost you, because I am not trying to be on both sides of the fence at the
same time. And, with respect, I am not being inconsistent. Competition is in
here intermodal, and you do not have numerous trains to provide competition.
You have intermodal competition and it is pervasive, and anybody who lives
and understands the transportation business in Canada will understand that
completely. There may be only restricted competition in the air transcontinen-
tally, but well we will not get into that, Mr. Chairman. That is another matter.

Mr. OLsoN: On pages 28 and 29 you suggest that the “Canadian” will
provide all of the space that is necessary to meet the demand for the summer
season in 1966. Are you saying that you are not now turning away people who
have requested space on this train for the summer season of 1966?

Mr. SincLAIR: I have given you statistics for the month of May.

Mr. OLsoN: I know the statistics, because I know that what the statistics
contain are the people who actually get on. What I am asking you is whether or
not you are able to accept all of the requests for transportation during the
tourist season.

Mr. SINCLAIR: Well, we are making a study at the direction of the Board.
We will give them the figures; we did make a study for the heavy Easter period.
When I was here the last time, Mr. Olson, as I recollect it, somebody along that
table there was pointing out that we were not going to be able to handle the
traffic at Easter; they were saying ‘“here comes Easter and you are not going to
be able to look after it on the “Canadian”. We kept a very careful record and as
I said this morning, we could not meet the travel requirements of only
One-twentieth of one per cent on the days that they wanted and only one per
cent where we could not meet their full desires on space.

Mr. OLsoN: Mr. Chairman, because of the pressure of time I only get ten
minutes. I wonder, Mr. Sinclair, if you could answer the question that I asked. I
asked you if you are not—and I underline “not”’—turning away any people who
request space for the summer season?

Mr. SINCLAIR: As far as I know, we may be filled on a couple of days
around July 1. I think every transportation agency hits that; but when I made
the last inquiry, which was the end of last week, we had outstanding space
Spread pretty well all across the summer Season. Now I think we are very high
right around the July 1 week end; I think that is so—I am trying to get out west
on Air Canada and I have been told that I am on a waiting list.

Mr. OLsoN: Mr. Chairman, Mr. Sinclair does npt answer the question. I do
not care how much space you have, I am asking if the people who are
requesting space are being turned down?

Mr. SINCLAIR: My answer is we have space for every day right now. We
have not got all kinds of space for all days.

Mr. OLsoN: Have any of your agents at the five reservation points across
the country turned away people who have asked for space for the summer. It is
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not a question of whether you have the space or not. I have been on the train
many a time and there was lots of space immediately after I was turned down.

Mr. SINCLAIR: Mr. Olson, the report and the information I have is that
specific space, “give me two back to back compartments out of Medicine Hat to
a certain place,” yes, they have been turned down. But at the same time we
have roomettes; we have lowers; we may have a drawing room Medicine Hat t0
Toronto. My information, and I have just got it, as of the last time we made
inquiries from our reservation bureaus across the country, which was towards
the end of last week, Friday or Saturday, is that there was space available
every day as of then, even including the heavy weekend.

Mr. OLsoN: Referring to another subject, Mr. Sinclair, you complain about
the inconsistencies and the misunderstanding of a lot of people who made
representations, including the Farmers’ Union, Mr. Mauro, Mr. Brazier and sO
on. Now you continue to use this figure of $26 million as the variable cost for
1964, and yet there is an item in there of about $2 million and some odd for cost
of money that has been rejected by the Board of Transport Commissioners, 10
my knowledge, every time it has been advanced by the Company, and you still
continue to use it and rely on this figure.

Mr. SincLAIR: With respect, Mr. Olson, with great respect, they have not
rejected it. What they said was that we are going to a “bare bones” basis. I will
tell you why they have not rejected it; it is because they have no statutory
authority to confiscate property, and you have to have that specifically in law.

Mr. OLson: They have said, and so did the MacPherson Royal Commissio;l,
that you cannot claim a cost that was not in fact expended, and when you did
not borrow the money there is no cost of money involved.

Mr. SincLaIR: Well with great respect, Mr. Olson, there is nothing in the
MacPherson Royal Commission that says that; there is nothing in the Boa
that says that, and I have been in these cases and you are completely wrong.

Mr. OLsoN: Well, when I have time I will look up the evidence, Mr-
Sinclair.

Mr. SINCLAIR: I gave you the quotation. They said “bare bones” and they
put it in quotation marks, and it is quite understandable why they did.

Mr. OLsoN: We will look up both figures, Mr. Sinclair. I do not think I will
have any difficulty finding it.

Mr. SINCLAIR: In any event, we took the Board’s basis, as you call it, the
Royal Commission basis in that $26 million.

Mr. OLsON: On page 40 you say that it will require 137 cars to run the
“Dominion” for the summer season of 1966.

Mr. SiNcrLAIR: It would take 150; 137 actual 13 standbys.

Mr. Ouson: All right, 150. I was wondering why you charge up deprecid”
tion, repairs, and so on, on 353 cars for the “Dominion” in 1964, if it only
requires 150, including the standbys to operate this train.

Mr. Sincrair: Can I do it again, Mr. Olson? I do not know why this is 0
difficult, but it is my fault. As I told you, in 1964—and this is why people f
into error—as an integral part of the “Dominion” were trains 4 and 5 from®
Winnipeg to Vancouver.

L
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Mr. OLsoN: Does it take 200 cars to run those two trains?

Mr. SINCLAIR: Wait a minute. This is factor number one. In addition, in
1964 the whole of the head-end was in there. In addition, in 1964, we were
running sections on tours, and these are the figures from our records.

Mr. OLsoN: You told us before that it takes on the average year around
Probably 16 cars for each train, that it requires seven sets of trains; 7 times 16
is whatever it happens to be, 130 some odd, and yet you charge out 353 cars,
this is where the costs are involved in this $26 million, and yet you consistently
try to use this $26 million as the variable costs attributable to the “Dominion”
alone. This is incomprehensible.

Mr. SINCLAIR: Well, I am sorry it is incomprehensible, Mr. Olson; it really is
very simple. If you will look at the consist of our train seats you will see that
the train is up to 24, 25; 17 is the minimum consist without head-ends. And I

told you again and again that the 1964 situation is not what we are dealing with
now,

Mr. OLsSON: Maybe that could apply to the demand for space.

Mr. SincLAIR: Unfortunately the demand has gone down substantially since
1964. Unfortunately you are right.

: Mr. OLson: I have just one other point here, Mr. Chairman. I see my time
Is running out. You complain that it would be difficult for you to get the cars
ready to go and that you do not have the locomotives to pull this train; yet in
the judgment at page 17, or the supplementary, it says “I would require the
Company to keep the passenger equipment of the “Dominion” available against
the possibility that they may be needed.” It does not say cars; it says the
equipment. Now you tell us that you have not got it and they have been sitting
Where you cannot get them ready for operation and so on. Is this in defiance of
the Board’s order?

Mr. SIiNCLAIR: Of course not, Mr. Olson. It is not in defiance and, as I said,

‘l”e have carried out these matters entirely. It says “that may be needed in
967.”

Mr. OLsoN: Well if they are needed in 1967 they must be available in 1966.

Mr. SINCLAIR: Oh, of course not, Mr. Olson. We put them into dead storage;
We strip them. We have not done any work on them. We did not do a shop
Program last winter because we had the Board’s orders. As I said in our
Submission, we did not dispose of the equipment; we have turned away some
offers for the equipment because we are under direction to hold it. We did not
€ven have heat on it last winter. There are broken windows in it, unfortunately;
ere are no batteries in it; it was without heat all winter; some of the cars
ave not moved for nearly a year; there has been no checking of draft gear;
there has been no checking of running gear, and to suggest that we are in
efiance of the Board’s order, Mr. Olson, I am sorry, I could not agree with you
and I am sure the Board would not agree with you either. We are certainly not
In defiance of the order. We have kept the equipment but we have kept it
faving in mind that the Board, knowing the situation, if they wished us to put
1t on in 1967 would give us lead time to bring the equipment, to check it over to
re~equip it and to bring it into shape. That takes quite a lot of time, Mr. Olson.
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Mr. OLsON: On page 42, Mr. Sinclair, you say that no new diesel units had
been delivered to you during recent months, but that you expect to receive
some in July.

Mr. SincLAIR: That is correct.
Mr. OLsoN: With 32, I believe, on order as of September 1 or 7, 1965?
Mr. SiNcLAIR: That is correct.

Mr. OLsonN: Now I read in the paper only a few days ago that two of these
super diesels, something like 3,000 horsepower or so, had been delivered to your
Calgary field run in there, is that not so?

Mr. SiNncrLAIR: No, it did not say that. It said that we had two m.L.w. 3,000
horsepower units that we were testing.

Mr. OLsoN: They are not yours?

Mr. SiNcLAIR: No, they have just come out of the shops down in the United
States. As a matter of fact they belong to the Union Pacific Railroad and, Mr.
Olson, the test has shown on those units ‘that they cannot be used on our
railroad on account of flangeware on the truck, and it is ten months away from
even having the first truck that will meet the requirement available for our
railroad.

Mr. OLsoN: How long is it since you have had a new diesel delivered to the
CPR?

Mr. SINCLAIR: Oh, let me see; we got 12 in 1964. We upgraded 60 in 1965,
we had 1,500 horsepower and since we have moved to 2,500 horsepower.

Mr. Ouson: Well I am asking you about new units that have been added to
your fleet.

Mr. SincrLAIR: Well, I would say they are new units; when you upgrade
them what you do—all you come back with are bits and pieces; you have a new
locomotive.

Mr. OLsoN: You did not get any in 1965?

Mr. SiNncLAIR: Yes, we got 60.

Mr. Ouson: Sixty units in 19657

Mr. SiNcLAIR: Yes, 60 upgraded units, to my recollection.
Mr. OLsoN: Are these additions to your fleet?

Mr. SincLAIR: No, they were ones that we had turned in. Just a second
while I look at my records. There were 62 I am told.

: Mr. OrLsoN: Is it not a pretty unusual thing for a company that requires
over 1,000 units in its fleet not to arrange things so that they have delivery of
even one unit between September, 1965 and July, 1966?

Mr. SINCLAIR: Not at all. Actually, Mr. Olson, we turned in these units short
of what we call their cycle; they were road units. We work them on a 20 yearl
cycle; we turned them in on 15 and 17 year cycles. They were 1,500 horsepow-
er; we turned them in on 2,500 horsepower, used some of the parts and rebuilt
the locomotive, 62 of them. This is why, as I pointed out to you, we had an
increase in units, I think, of 4.7 per cent but an increase in horsepower of 7 per
cent.

ey
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! The ones that we purchased, the lead time, as you can see we put the order
In in September of last year and we are getting only two in July. We have the full
Impact of G.M.D’s plant at London to deliver those 32; that is all they are
buﬂding, starting next month right to the end of the year.

Mr. OLsoN: I have many more questions, Mr. Sinclair, but my time is up.

Mr. SincraIrR: Well I would be glad to come back. I would like to discuss
them with you. Mr. Olson.

Mr. ANDRAS: Carrying on with this question of the “Dominion” and the
Board of Transport instructions or order regarding retention of equipment for
Xpo year, 1967, I had the pleasure last week of attending Expo with the
Finance Committee of the House of Commons and we heard some very
Interesting figures projecting the possibility of the number of visitors in
Canada. Their survey indicated: 4,251,000 Canadians have positively indicated
they would travel to Expo in 1967, some 3 million probable, some 5 million
Dossible, a total of 13 million in their projection, which is almost 65 per cent of
the Canadian population right now.

_ Mr. SincLaR: I am sorry, you lost me. You mean 4 million and the 3
Million are plus and then the 5 million on top of that?

Mr. ANDRAS: The plus is on top of the other, categorized from definite to
DPossible.

Mr. SincraIr: I follow you, yes. That is from April to October, is it?

Mr. ANDRAS: It would be from April until October which, even if it were a
fun yvear would represent a very great increase, I suggest, of travel next year.
€ all hope for this in terms of Expo ’67.

Mr. SINCLAIR: Are these all people outside of the greater Montreal area?

Mr. ANDRAS: This is the whole of Canada and it did get qualified by the
Suggestion that this might be turn-over rather than individual people.

Mr. SincrLAIR: And include Montreal?

Mr. AnDRAS: And include Montreal, but even if we water it down to that
degree it is potentially a very large increase in travel.

. Mr. Sincrair: Well, for instance, I expect to go ten times myself as a
Minimum.

Mr. Anpras: They did not figure more than about three times—
Mr. SiNcLAIR: If everybody in Montreal did that, that looks after it all.

b Mr. AnprAs: Mr. Sinclair, without fencing about it, I think we are going to
ave a large and sizeable increase in Canadian travel in 1967 to Expo, otherwise
XPo is not going to be a success.

Mr. SincLAIR: I agree with that; I agree that we are going to have a lot of
People into Montreal and I certainly agree that if they did not come it would

Z’:t be a success. I know it is going to be successful, so I agree with you 100 per
nt,

. Mr. Anpras: Fine. In addition to that they estimate that 5 million Americans

Will visit Expo and some 300,000 Europeans, so it adds up to a colossal package,

d we wish them every success in attracting this crowd. It is going to
24409—5
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represent a great burden on transportation of all types. Now I am a little
concerned, as I think Mr. Olson was at the general implication in your pages 4

and 42 with regard to the “Dominion” equipment. Are you taking the Board of
Transport reference to retention of “Dominion” equipment, as it came out a few
months ago, as a tentative thing?

Mr. SincLAIR: Oh, yes.

Mr. Anpras: And what would you require from the Board of Transport 0
remove it from the area of being tentative to becoming an instruction?

Mr. SINCLAIR: Well they are seized with the matter. They say they remail
seized of this and I think, if I may speculate, what the Board is doing is looking
at the detail of our carryings in 1966. They have looked at Easter; we ar€
keeping day by day records for them from June through September, and in ﬂ}e
light of that information and in the light of the projections they get they will
decide whether they wish to direct us to run the “Dominion” in 1967, being
Expo year.

Mr. ANDRAS: And what time would you need to be ready for that?

Mr. SINCLAIR: Oh, I would think that to do the shoppings that we would be
doing and everything we would like a judgment from them in this regard in the
fall, the late fall; that would give us lots of time.

Mr. AnDRAS: If this came forth in, say, September of 1966 to have the
“Dominion” equipped and ready—

Mr. SINCLAIR: We would not need to know that early, no. I would say laté
December of January and we would have it available for the summer of 1967
‘We do not slot, Mr. Andras; we do not firm our work slots until February 'Or
March. I am informed January or February, but around that time. That is doing
quite a bit of work.

Mr. ANDRAS: Moving to the “Canadian” then, on page 31 you refer to Mr.
Crump’s comment made at the first hearing at which the CPR manageme?
attended. I think in all fairness there was some reason for the Committee to b€
a little concerned about your projection at the time the “Canadian’” might ru®
because Mr. Crump did make this point your predecessor, when we got down to
years, was very careful not to extend past, say, 1968. Has there been any chang®
of mind about projecting the “Canadian”?

Mr. SINcLAIR: All I can say, Mr. Andras, is that I heard what Mr. CrumP
said; I know what I said, and I heard what he said. What I have done here is
put what Mr. Crump said and repeat what I said.

Mr. Anpras: We still have the phrase “many years to come” rather than
say 1970 or 1972, or anything definite like that.

Mr. SincLAIR: That is the way I feel. I feel very strongly that we can make®
the “Canadian” a viable passenger train. I have not given up on that; we aré
going to give it a real go. This will require a fair adjustment and various oth
things, but I have not given up on it.

Mr. AnpRAs: This is a very sincere question, Mr. Sinclair, and this is not 10
imply that the others were not, and we of the Committee are going to have
reach some decision with regard to our own recommendations anyway.



June 7, 1966 TRANSPORT AND COMMUNICATIONS 1315

Mr. SiNcLAIR: I understand that.

Mr. ANDRAS: We have been through all the briefs referring to the CPR’s
obligations under the agreement; we have heard all the evidence pro and con
about the deficits, the cost of operating passenger trains and so on. To me it is
arriving at the one question whether the continuation of passenger train service
is in the public interest; whether it is an outmoded form of travel or whether it
would be premature to do away with passenger train service. In the end this is
going to be the fundamental question we must answer and the degree of
Passenger train service that fits into that. Do you follow me?

Mr. SiNcLAIR: I am following you. I mean I am hearing what you are
Saying.

Mr. ANDRAS: Well you agree that this will be ultimately the pertinent
Question that must be answered. This is not an attempt to trap you. Let me go
on to say whether it had to be subsidized or whether it had to be a deficit
charge by the CPR, the first question we must answer is whether it is in the
Public interest to maintain passenger train service.

Mr. SINCLAIR: I agree that that is the question that is before you, yes.

Mr. ANDRAS: Right. I am not asking you for the answer at this stage,
although I hope to get some impressions.

Now you make a great point of the question of effective demand defined in
terms of meeting the costs—a profit or loss approach to it. What is the Canadian
Pacific Railway passenger train operation; what is its position in terms of cost
relating to, say, air travel, related to, say, highway travel, in terms of some of
the capital investments that you are required to make in rail passenger service
as opposed to say, that you are required to make in air line service. I am
thinking of airports, designs, research development, aircraft and so on.

Mr. SINCLAIR: Well, first you say that this is a profit and loss approach by
the CPR with regard to effective demand. I would like to have you recognize
this not as that. It is what is the proper utilization of scarce resources approach.
t is an economic approach. It is unfortunate, you know, Mr. Andras, that some
People think that there is something wrong about profit and loss appraisals.

Mr. ANDRAS: Mr. Sinclair, there is a time problem }.1ere. I am not attempt-
ing to trap you into facetious argument or to be facetious myself. I am quite

Sincere about this. '
But rail service as opposed to highway travel, as opposed to air travel—

Mr, SINCLAIR: Yes, I understand this. What are the various public commit-
ments in regard to the movement of a person or goods per unit, one versus the
Other. Is that what you are saying?

Mr. ANDRAS: Yes. Does not the railway have to add into their costs, the
amortization and everything else, of certain tremendous capital investments as
Telated, say, to air lines. I am not talking about just moving equipment; I am
talking about the basis of operation, your road beds, stations, all these sorts of
hings, compared to the public airports and so on. And, on the other hand,

ighway travel. What I am really getting at is if highway users had to pay the

amortization costs of all the things that go into it then maybe we would be

talking about the effective demand on highways too. ‘ ‘ .
24409—5%
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Mr. SiNcLAIR: That could well be. That is why I would like to point out to
you that on the toll road that I have to run over in Quebec I paid three cents a
mile. The autoroute authority that owns it are trying to recover the capital costs
over a very long period on the basis of three cents a mile for ordinary passenger
cars; it is higher for other cars higher for trucks and higher for buses. There is
no question about it in my mind, Mr. Andras, that there is subsidization by both
the federal and provincial government to highway travel.

Mr. Anpras: How about air travel?

Mr. SINCLAIR: To air travel? Mr. McGregor, to quote somebody that is not
associated with us, takes the position that the landing fees that he pays on the
weight of the aircraft looks after the amortization of the airport. That is his
position. Certainly he is not paying for his air aids; neither are we—and neither
are Pan American or anybody else that is flying and using them. This is
subsidization of air travel, in my opinion.

Mr. AnDRAS: Yes. And highway travel.

Mr. SINCLAIR: And air travel, and certainly in the navigational aids, and I,
Ian Sinclair, think that there is in airports. I quoted you a difference of opinion;
McGregor says that there is not but I, Ian Sinclair, think that there is. Nobody, I
think, would disagree that there is subsidization through the navigational aids.

e (420 p.m.)

Mr. ANDRAS: I think my time is getting a little tight here. I just want to
ask you one question. We had heard in this Transport Committee, particularly
on our travels through western Canada, between 50 and 60 briefs, all of which
were critical, and in conversation I think all of us have heard hundreds more of
such comments. What weight do you give to this rather sizeable volume of
critical public opinion, to say, the discontinuance of the ‘“Dominion” and the
fear of the loss of the “Canadian” and the diminution of passenger train
service?

Mr. SincLAIR: Mr. Andras, I hope you will not misunderstand me When'I
answer you this way: Starting in 1946 I have been back and forth across th_lS
country right up until 1960 almost every year preparing for proceedings 11
regard to air lines, in regard to freight rates, in regard to Royal Commissions,
and I have found consistently, brief after brief that has been in a critical vein,
so I am not surprised that you got a lot of critical briefs. That does not
necessarily mean that all of the suggestions put forward or, indeed, any of
them, are necessarily the proper ones. I am not surprised, Mr. Andras, and let
me give you an example in the business that I think you are associated with. It
would not take very much ability on my part to go across this country and have
any given motor car attacked universally on safety features at the present time,
whether it was justified or not. It would be very easy.

Mr. ANDRAS: Do you mean that in your opinion these briefs are not
justified?

Mr. SINCLAIR: I try to analyze as best I can, from experience, and assisted bY
people who have spent their lives in the transportation business. We have trie
to assess them and look at them in a strictly professional way; and where W€
cannot understand it, like on this reservation business, we have moved in with

_T?\
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Specialists to see just what is going on. This is bothering us; we just do not
understand what is going on. This is why we are doing what I am calling
efficiency testing. We are doing it on both sides here. I do not know what is
going on, because if they are right, if we have load factors like we are selling,
and these people are right and they are specific that they are being turned
down, then there is something very far wrong, but we will find out, Mr. Andras.

Mr. SHERMAN: Thank you, Mr. Chairman. Mr. Sinclair, some 20 years ago
in Fulton, Missouri, Winston Churchill said that an iron curtain had descended
upon Europe, although I must say that on the bais of this 52-page brief this
morning I am tempted to suggest that a paper curtain has descended upon this
question and this Committee and the issues that we are deliberating with
respect to the past four and a half months. A paper curtain seems to have
descended upon the question and it is extremely difficult to determine who is on
the Lord’s side and which is right and which is wrong. I think it would take us
twelve months, sir, to do justice to this particular brief, to examine all the
Points that are raised in it, and I side with Mr. Olson in his suggestion that he
has 48 questions that he would like to ask. I too would like to ask something in
the nature of that number, but I will try to keep my questions short. I know the
Chairman will keep me within the limited period.

First, on page 13 of your new brief, sir, where you are refuting the
contention in the Manitoba brief that possibly 100 employees would have to be
laid off by the C.P.R. if the figures, as Mr. Mauro read them, were correct. You
say on page 13 that as a result of the changes undertaken as soon as the
locomotives were released more freight trains were operated, thus employing
more crews and new positions became available in other areas enabling the
Company to offer alternative employment to most of the employees whose work
in passenger service was no longer required. Well, I may be wrong, Mr. Sinclair
but I am under the distinct impression that at a number of points in the west
We were advised by people appearing before the Committee that this did not in
fact happen, and does not in fact happen in railroading, that it is not that
Simple, that you do not just shift from passenger to freight.

Mr. SINCLAIR: I remember a man that appeared before you and when he
Wwas asked, I believe it was by Mr. Fawcett, a question—it was either at
Revelstoke or Vancouver—he said, oh, yes we have been hiring all the time; but
after all they are freight instead of passenger. That is what I mean; they have
lost their passenger job. But as you know, they do not sign on for a passenger
job; they sign on and they are moved. For instance, Mr. Chairman, in the
month of May Canadian Pacific handled over 7 billion gross ton miles; that is
the all time record for the system. In the month of March it was 6.8 billion; in
the month of October 6.5 billion or something over 6 million—we have not got
the figure. This shows you what is happening here. There is no question about it
that in March, for example, 1965, we operated 21,101 freight trains. In March,
1966, we operated 22,841 freight trains, and we have mileage limitation lifted on
trainmen and in certain areas of the country we are getting the co-operation of
our employees; some of them are foregoing their full holidays to assist in the
Movement of traffic. There is no question about it, Mr. Sherman, we are hiring
and we are training them and, as a matter of fact we are even giving some
Consideration to having C.A.E. make a simulator for us to train enginemen.
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Mr. SHERMAN: Well, sir, may I move on to page 15 of the brief, where you
point out that in your view and the view of the CPR that so far as the parties t0
the contract of 1880 were concerned it could not fail to be obvious to them that
in a contract effective for all time, the prudent course was to leave open and
flexible the services that the company were to perform, and so on. I wonder, siT,
how you relate that to Section 315 of the Railway Act. What do you read in
Section 315 of the Railway Act?

Mr. SincrLair: Well, you see, when the contract was made it had appended
to it and as a part of the contract what became the incorporation, and it is all
part of the contract. And that was done by letters patent and was issued as
letters patent and Canadian Pacific is incorporated by letters patent; it is not
incorporated by statute and it is not incorporated by virtue of any general law.
It is incorporated by letters patent issued under the Great Seal. There are not
many companies like that; I know of one other. It is incorporated under the
Great Seal of Canada as a part of its contract with what later became letters
patent. That is a schedule to the contract and an integral part of the contract.

A provision in there: incorporate by reference to the Railway Act that was
in existence at that time, and that Railway Act then becomes part of the
incorporation of the company; and that is a changing document and it is the
Railway Act, unless it is specifically overridden by specific provisions in the
contract or in the act of incorporation, that governs the company and it does not
affect this Section 315. So if Section 315 changes from time to time it is a part of
the incorporation of Canadian Pacific.

I hope I have made myself clear. It is an unusual type of incorporation, but
if you look at the Statute of 1881 you will find it consists of three documents:
(a) the Act; (b) the contract which the government and the syndicate signed;
(¢) the schedule that is appended to that contract and incorporated in that
contract, and (d) in that schedule incorporation by reference to the Railway Afft
as it then existed and as it changes from time to time, subject only to where it
is inconsistent with specific provisions the specific provisions override. Section
315, therefore, or its predecessor, has been a part of the incorporation company
and adequate and suitable service in light of all proper interests is what
Parliament said was our obligation.

Mr. SHERMAN: Well, with respect to subsection (1) of Section 315, where
the Act states, “that the company shall, according to its powers, furnish at the
place of starting and at the junction of the railway with other railways, and at
all stopping places, establish for such purpose adequate and suitable accommo~
dation for the receiving and loading of all traffic offered for carriage upon the
railway”, would that section be necessary if those who drafted the act did not
appreciate the fact that some aspects of railway operation might be money
losing aspects? Nobody has to be encouraged to make money; legislation does
not have to be drafted to encourage you to make money, but it does have to be
drafted perhaps to encourage us to do some of the things that we should do 10
carry out an efficient business, even though we may lose a little on it.

Mr, SincLAIR: Well, Mr. Sherman, as I said to you before, this has to be
read; it is adequate and suitable. Adequate and suitable, and then if you go over
to subsection (3) it is in the light of all proper interests and it has beer
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?nterpreted, time without number, either this section or its predecessor. For
Instance, if I come down with a package of budgies I mean here is some traffic,
bPlease carry them on the railway, that is not what it means, that is not adequate
and suitable in the light of all proper interests. This is regulation based
On—whether you agree with it or not—an economic concept of transportation. It
may have its difficulties but that, basically, is what it is.

Mr. SHERMAN: Oh, I agree with it, on balance, but I just wonder whether
there was not the nagging suspicion in the minds of those who drafted the
¥Egislation that this encouragement might be necessary, because there might be
Instances in areas in which profits were not always available.

Mr. SINCLAIR: Oh, there is no question about it. In the early days, in the
days of Fisk and people like that, which are the predecessors of this type of
generalized railway legislation, there was evidence of arbitrariness. However,
that would be the tenor of the times when general railway acts were passed and

ards of regulation were set up. As I said earlier, I do not think anyone can
Point to any time that Canadian Pacific had failed to carry out the directions of
the Board or that we acted in an arbitrary manner; and if we did Parliament
Would act, and that is why we have it here; they were cautious in it.

Mr. SHERMAN: Now referring to pages 17 and 18 of the brief, particularly at
the bottom of page 17 and at the top of page 18, those statements I will not
Quote because everybody has a brief in front of them, but the final sentence in
the section that I am referring to says, with respect to the land grants made to

PR: obviously it: the railway could not have fulfilled this purpose—that is, in
elping to settle the west—if the land in its possession had been unfit for
Settlement.

Well, I might just interject there; that that can read like a justification
and a rationalization for the CPR’s position. It is open to interpretation really
Wheher the CPR had in mind its own interests or the interests of the west
When it exercised its decision on these land grants that were offered. Certainly
1t could have turned those land grants down, but I would suggest that it is
doubtful that it would have turned them down just because they did not lend
hemselves to development of the west. I would suggest that if they turned any
Own it would have been because they appeared unprofitable to the CPR.

. Mr. SiNcLAIR: Mr. Sherman, if you read back in history, or if you read back
In any of these books that have gone into it, Building the Canadian West by

edges is one, and there are a number that have made studies in great depths in

is, you will immediately see that that fairly fit for settlement clause was neces-
Sary because what happened here was a partnership of opening up the west for
Settlement, and if you have not got something that can be used for land, that
€an be farmed, you cannot put people on it. As a matter of fact, as a matter of
h1St0ry, Mr. Sherman—and I think you might be a little interested in this—the
15}81: large movement of this land arose when we said “O.K. give them to us, we
Picked them in the Palliser triangle; we will take them in Alberta where they
Were not fit for settlement because of the drought conditions and that is how we
891; into the irrigation business around Calgary—and this is all written out in
Istory, I think it was a very skilfully worked out document of a partnership
Or opening up the west, and it sure did open it up, Mr. Sherman.
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Mr. SHERMAN: Well, sir, I know in that respect, yes. I have had the high
sign but I would like to ask one more question arising out of your emphatic
statement and pledge on page 27 in your brief, in which you say it should be
strongly emphasized that Canadian Pacific has no intention of permitting 2
deterioration of the “Canadian”. The policy of maintaining this train to a high
standard will be continued.

Well in our western travels, sir, I think I would not be exaggerating when I
say that we had testimony, at least we heard allegations from many parties t0
the effect that deterioration and downgrading of the “Canadian” has already set
in; that it is frequently late, which is a practice that discourages patronage; that
it is extremely difficult if not well nigh impossible, to obtain reservations when
you want them, which certainly discourages patronage. There was no reflection
on the type of service or the conduct of the personnel aboard the train, and
would like to emphasize that point. But in terms of the service offered and the
time that the train comes through various western communities, the length and
the brevity of the stopovers, and the fact that it is 20 below and at two o’clock
in the morning there is nobody at the station to help a lady on with her bags
and that sort of thing. I call that discouragement and downgrading of the
service.

Mr. SincLaIrR: Well, Mr. Sherman, let us take the question of on time arrival
There is no question about it; I read that we were putting the “Canadian” in the
hold to let freight rtains go by, and this they said was downgrading, instead of
letting the “Canadian” hold the high rails. We have done this, because that is the
fastest way to move it over the tracks where we have some problems. There 15
no question about that. We are not downgrading that; that is just operating iP
the light of the physical facilities we have according to good, proper transporta-
tion practices. As to the lateness of it, we have had just a very tough time OVef
the last six months. We are constantly trying to improve our ‘“on time’
performance, and so is everybody on this. But let me give you an example; all
last week we were detouring 15 and 20 trains a day between Franz and Conisto?
on the Canadian National Railways because of a very unfortunate affair they
had up in the territory where Mr. Fawcett comes from.

We were staffing our own trains on account of that. We were handling not
only all their passenger trains between Franz and Coniston but we were als0
handling their simple and other freight. And there are times when we go over
their lines. They had a very unfortunate thing; a bridge went out on them in 2
fire. Now just as they got their breath from that they had another unfortunaté
thing when they had some cars go into a snow shed out in the mountains
Unfortunately, when you were out there it seemed to be our turn. I do no
know, maybe we do not live right. You see, the funny part is, if you had gon€
west with us we would have had you there just as we were clicking wonderful
ly. However, we ran into a very, very substantial washout and it took us days
to get it in; then when we did get it in it was soft track and we had 2
derailment on it—then we had to apply slow orders to it, and then, after W€
get that done—we started to have some mechanical problems. Well, in the 31_r
lines, you go out and you lose a blade on a fan and it goes through the motor; it
does not happen very often; but you have to come back on three motors an
you sit down. You have to change a motor; you are stuck for three to four
hours; you have missed all your connections and, if they do not happen to havé
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something that will fix what has gone wrong, you may have lost a day. This is
happening. Buses have their troubles too. I worry about the on-track perfor-
mance of the “Canadian”, certainly I do; so does Mr. Gossage and so does Mr.
Warren. We are giving it the best we can, Mr. Chairman; we do not want to run
that train late. We are very selfish about running it on time because when we
set it up in the time card and run it on time that assists us in all our needs. That
is good transportation and that is the cheapest way to run it.

Mr. Rock: Mr. Sinclair, first of all, even if the Chairman objects, I would
like to congratulate you on your promotion.

Mr. SiNcLAIR: Thank you very much. That is permissible because you are a
Montrealer like myself, only I am a transplanted Westerner.

v Mr. Rock: Now in your brief, on page 15 and on you have made some
important quotes here and I will just read parts of the quotes. For instances, with
respect to the contract of 1880, in the last paragraph you say “In other words
Canada—

Mr. SiNncLAIR: I am sorry, Mr. Rock, you have lost me.

Mr. Rock: Oh, yes. On page 15, with respect to the contract of 1880, the last
Paragraph reads: “In other words, Canada was being assured of a transportation
service by rail that would be adaptable to change as the needs of the country
altered. The obligation upon the company to change with the times, to adopt
new methods and to eliminate what had ceased to be efficient is basic”. You
continue after and you get into some important quotations on page 50 of Mr.
Daniel P. Loomis, president of the Association of American Railroads, and on the
bottom the quotation: “We must secure for all our travellers and shippers the
full advantages of modern science and technology”. And you continue on in that
Tespect as if you believe in this very much.

Mr. SincLAIR: I do.

Mr. Rock: Also, on page 51, there are many other quotes here from the
MacPherson Royal Commission with respect to a speech which the Minister of
Transport made in Winnipeg, such as “To do so Canada must take advantage of
advances in technology, in transport and the most modern equipment”. And it
continues. Do you sincerely believe that your company has followed this?

Mr. SincLAIR: I think so, and in many areas led us.

~ Mr. Rock: Yes. You have in the past changed to diesels when the time was
right to do so. You have also one of the finest trains in the world, which is the
“Canadian”, the most modern of the time. I sincerely believe that you have
done that up to that time. What I would like to know, Mr. Sinclair, is what have
You done since you have purchased these diesels and since you have inaugurat-
ed the service of the “Canadian”. From that time on what have you done with
the other science and technical information that has been available with regard
to the speed of trains? I will be more specific. I want to refer to the new
technical changes that the United Aircraft are proposing and the changes that
the CNR are about to make on the Montreal-Toronto route because you have
Mmade a certain statement, Mr. Sinclair, that they do about 100 miles an hour
When your train from Ottawa to Montreal does 90 miles an hour. Yet, according
to the newspaper clipping that I have received the average speed will be 120
and up to 160. ;
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e (4.45 pm.)

Mr. SINcLAIR: They were very careful, Mr. Rock. They said “at the
beginning up to 100 miles an hour”.

Mr. Rock: Well some reporters say it that way and other reporters put it to
120, average up to 160.

Mr. SiNcrLAIR: Should we agree with the Gazette as an authority? I have the
Gazette of May 18. I think they were very very careful to say, when they started
they were going to go up to 100 miles an hour. This makes sense. After all, they
are getting a new piece of equipment and they are not going to run it wide
open. They are saying this because they have to see how this is going to operate.
This is an unusual type of operation. There is no question but that this new
United Aircraft train will operate on existing track up to 100 miles an hour
without problems. We can run at 100 miles an hour; we only go to 90 but we
can go 100 miles an hour on our track with the kind of diesels we have. Up to
160 becomes quite different, quite different. As Mr. Crump has told you and as I
said when I was here before, both of us were over on the Chicago line and we
were on the test trains there; we know about this United Aircraft operation. It
is an interesting technological advance. It is being studied in depth under
government money in the United States. The Canadian National have stepped
ahead of even what they are doing there and said, “O.K. we are going to rent
the equipment with the purchase of lease option arrangement or a purchase
option arrangement”. And they said, “As time goes on we will be able to
increase the speed.” This, I am sure, they will be able to do.

However, to go 160 miles an hour they must have a secure right-of-way-
This means, number one, no level crossings; you do not have a secure
right-of-way if you have any level crossings. This means you have highway
separations every time you want to cross the track. That is very expensive. In
your constituency, as you know, there are a few separations that cost quite a bit
of money.

The next thing that you have to do is to extend out, even though it is a fast
stopping train, your signal service. That is another thing you have to do. And
your line and surface certainly has to be first class.

Mr. Rock: Yes, Mr. Sinclair, I have always understood that.

Mr. SiNcLAIR: As Mr. Gossage points out to me, you have to consider curva-
ture. For instance, we could not operate over our track between Montreal and
Toronto as fast as the Canadian National could. They have the preferred loca-
tion; they were there first and they got the preferred location. They do not have
the same curvature and they have not the same grades. Even with the curva-
ture they have, and it is very small, I think you will find them making someé
adjustments to their curvature.

Mr. Rock: Yes, Mr. Sinclair. Do you feel that they will have to go through
the same type of change with regard to trackage as they did in Japan, or can
they use the same track age with just a little change and possibly a change of
signals and, of course, in the right-of-way?

Mr. SincrAIr: That is not a little change, Mr. Rock; that is a big change-

Mr. Rock: But I understood a few years back, when I was asking similar
questions—not with regard to United Aircraft speedier trains—I believe that the
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President of the CNR had mentioned it would run to a billion dollars to
change—the whole trackage completely from Toronto to Montreal. But it seems
that with the method used by United Aircraft you do not have to do that.

Mr. SiNcrAiR: I think they have made what looks like on a spec. a
Significant advance. Mr. Rock, I am not an engineer but from what I saw of the
Takata line I just marvelled at the engineering advances that had been made
by the Japanese. I know what it cost them; I know that if they are going to run
at 160 miles an hour they are going to spend many many millions of dollars
between Montreal and Toronto or I am not getting on the train—and I am not a
frightened boy.

; Mr. Rock: Yes, I know, Mr. Sinclair, but I do not want to give you the
Impression that I believe that that train will do an average of 160.

Mr. SincrLAIR: Let us say, 130.

Mr. Rock: It may do 100, 120 at times in certain places and on a good
straight road with no interruptions and no crossings—in other words, the grade
Separations would be made. It may reach 150 or 160 but I do not think any train
Will always hold that speed right through. You have to slow down a little on the
Curvatures, and so on.

Mr. SiNcLAIR: As I say, Mr. Rock, from what I have read, and I have read
the technical stuff, I have talked to some of the engineers, I think they have
Something that looks interesting.

Mr. Rock: What I want to know, sir, are you very interested in this for the
future of your company. This is what I want to know.

Mr. SINCLAIR: I am very happy, Mr. Rock, that the United States govern-
Mment, even with the massive New York Central and Pennsylvania, would not
take it off. The United States government is paying for it there. We are going to
Watch it with a great deal of care, and I may say that I am also happy that
Canadian National management feel that they have an opportunity, an eco-
Nomic opportunity, to implement that. I am going to watch that very carefully,
and if it all works out— we will certainly watch it and our engineers will watch
it—then we will be quite happy to stand in line and put one on between

ontreal and Quebec and Montreal and Ottawa because we think that maybe
ere are two areas where, if the costs are on the specs, and we do not think
they are going to be, you know.

Mr. Rock: In other words, then, do you intend to stay in the passenger
Service line if, technically speaking, it is feasible and it is able to compete with
alr travel and things like that, sir?

Mr. SiNcLAIR: Certainly. There is nothing I like better than competing
against somebody else; I just love it.

Mr. Rock: That is a good broad statement. It is a very important thing.

Mr. SincraIr: Well, I do; I just love it.

Mr. Rock: At the bottom of page 30 and on you mention this faresaver plan,

and that before 1963 in many cases the fares were lower than with the raise

at was just made lately compared to that time, because in 1963 you slashed
€ prices down.
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Mr. SiNcLAIR: Cut in half in some cases, 35, 40, 37—

Mr. Rock: Yes, you slashed them between 35 and 50 per cent. Now I have a
letter h_ere of which Mr. Crump and Mr. Warren received a copy, and what I
would like to know is —what was the freight before the faresaver plan?

Mr. SincrLatr: Well, I do not have that right at hand. Are you referring to
the letter from Mr. White?

Mr. Rock: Yes, from Mr. Desmond P. White.

Mr. SincrLAIrR: Well I do not have the fares prior to faresaver; I will say
this, I have had it checked out. After we got a copy of this letter we had this
matter checked out. The fares that we show on that letter which were quoted in
February were tentative subject to later confirmation. The report I have is that
this man who gave us his name is not listed in the telephone directory and weé
were unable to call him back. The rates he puts in this letter are correct except
for the bedroom, one adult and one child; he gave only the rate for an adult
without a child, but the rates for May 31, 1966, are in every respect correct. The
increase of $166 if you put it on a comparable basis and put in the child, would
make about $30 difference; let us say a difference of $135 or $136. He is right
about this. However, he is wrong about the idea that if he had picked up the
tickets he would not have had to pay the extra fare. We have had, for instance,
increases in bus fares; I used to ride those buses and the motorman or the
driver used to say, ‘“Put another nickel in”, you know? We had that in Montreal
just a little while ago. The same thing happened here; you take a tentative basis,
even if you pick it up, if the rates go up you have to pay the additional cost, an
he seems to be quite surprised at the percentage increases. However, he has got
to realize that within the limits that we have, we have maximum rates fixed
and can adjust these prices up to the maximum.

With regard to 1966 compared to the prior to 1963 basis, and he is moving
from Montreal to Calgary, my guess would be that the present rates for the
transportation factor are about equal, but in so far as the first factor—he has
drawing rooms and compartments—that they have increased materially and, it
addition, in 1966 the meal cost would be included and prior to 1963 it would
not.

Mr. Rock: There are many many factors.

Mr. SincLAIR: Well, you see, I do not know who Mr. Desmond P. White i$
but he has a drawing room—of course, you heard what I had to say—but the
transportation factor in the rate I would think in 1966, without checkmg, is
about the same but the berth costs have moved up very substantially.

Mr. Rock: Mr. Chairman, I have finished questioning, but I have asked
questions about this letter. Could I have it tabled also?

Mr. SiNcLAIR: This is a letter, Mr. Chairman, that was addressed to MI-
Rock and copies sent to our chairman.

The CHAIRMAN: All right, we will table that, Mr. Rock. We will put it in a5
an appendix to the minutes of our proceedings and evidence today.

Mr. PAscoE: Mr. Chairman, I have two or three questions that follow fron
earlier questions. On page 33, Mr. Sinclair referred to the consist of the
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“Dominion” in 1955; he referred to it as new stainless steel equipment, and he
enumerates them, the Park dome car, the Chateau cars and the Skyline dome
cars. Are those in cold storage too?

Mr. SINcLAIR: No; what we did with those after we took them off there in
1960, was to assign some of them to trains 41 and 42 between Montreal and Saint
John; we assigned some of them to trains 233 and 235 between Montreal and
Ottawa, and we assigned some of them to the service between Montreal and
Quebec. They have all been moved out.

Mr. PAscok: They are all in use now?
Mr. SincLAIR: Oh, yes, Mr. Pascoe.
Mr. PAscoE: What cars are in storage, just the old cars?

Mr. SincLAIR: Well these were the Tuscan Reds that we were using in the
Summer time for the last few years. Yes, they were the Tuscan Reds. You call
them very very old. As I said before, you know, I think one of the nicest rides
that I ever had was in a 6B. Lots of people get a little bit upset against the jet.
It is a pretty good riding car. They are not modern.

Mr. PAscoE: In compliance with the Board order _to hol_d the “Dominion”
equipment in case it was needed next year, would this equipment be part of
that that you should be holding?

Mr. SiNcLAIR: This here?
Mr. Pascog: Yes, the new—

. Mr. SiNncLAIR: Oh, no; they had gone out of the consist of the “Dominion”
SIX years before. The kind that we were holding were the Tuscan Reds that we
ad been using in 1965, and there were no stainless steels in that.

Mr. PascoE: Reference was made to the purchase of 32 new diesels. Would
those diesels be interchangeable both for passenger and for freight?

Mr. SiNcLAIR: Now, they can pull a freight train but they develop 3,000
h0rsepower per unit, and our passenger units are geared to do 90 miles an hour.
hey are very much lower than that; I think it is 65 and it may be that they are
a few miles over that. They have a six-wheel truck under them; they are a very
heayy freight locomotive. They cost about $350,000 each.

Mr. PAscoE: They are completely meant for use for freight?

Mr. SiNcLAIR: They are specifically designated in so far as we are con-
Cerned; as we get them we will move them into freight service operating
between Calgary right through to Vancouver. That does not say they could not
Pull a passenger train; they could not pull it well and it would be a waste of
Very heavy power.

Mr. PAScOE: Mention was made of land grants. Now when you said an odd

Number of sections were granted did you get the oil and mineral rights of those
8rants?

Mr. SINCLAIRY We did, just the same as the homesteader did.
Mr. PAscoE: When you sold them did you sell the o0il and mineral rights?

Mr. SiNcLAIR: In some of them we did and in some of them we did not, just
as the homesteader did.
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Mr. Pascok: Have you any idea what you have left that you would have oil
rights on? What would be the proportion?

Mr. SincrAIr: I would say substantially less than half. You see, part of our
oil rights now are ones that we have bought from the government, when they
are put up for bids you; we get leases or reservations. Some of them we have
bought back from people that we had sold them to. At first we started to
reserve coal and valuable stone; then we reserved coal, petroleum and valuable
stone; then we reserved all mines and minerals, and on all mines and miner
reservations considerably less than half.

In regard to that I would think that our practice and our percentages, MI-
Pascoe, are not too different to the homestead lands; they were put together,
those homestead lands, and bought up by people like Mr. Harvey in Alberta and
various people in Saskatchewan; they bought them up from the farmers.

Mr. Pascoe: You still have considerable amount of land, oil and mineral
rights in Alberta and Saskatchewan.

Mr. SiNcrLAIR: Oh, yes, within the last little while we bought some more
from the government of Saskatchewan, just the same as any oil or gas
company.

Mr. PascoE: With regard to the “Dominion”, on page 34 you refer to the
necessity for removing the head-end traffic. Could you explain the necessity?

Mr. SiNcLAIR: Well, you see, Mr. Pascoe, as technology comes forward yo¥
cannot hold a business against your competitor if you keep operating the way
you always were. We have gone into putting these on fast freights; they move
specifically from terminals. Mr. Gossage right here beside me, before he took 0B
his present duties, was the fellow that was directly responsible for our
merchandise services and our head-end traffic and I will ask you, Mr. Gossagé
if I may, to answer Mr. Pascoe in that regard.

Mr. S. M. GossaGE (Canadian Pacific Railway): Well, Mr. Pascoe, I would
say that we were able to consolidate the express into carload lots for specifi¢
destinations more effectively by operating them on fast freights that were 1;ime'd
specifically to meet the needs of that service. The difficulty of having thiS
handled on a passenger train was that you were handling very often under not
very suitable conditions on station platforms a lot of freight at considerablé
expense and with considerable delay both to the train and to the express
merchandise. By handling it with fast freights, with cars taken to the working
terminal, such as we had at Regina—we had a very good one at Regina—the caf
was so placed that you could work right across the platform and into the
delivery wagon much more expeditiously and effectively than if it has to b€
taken off at the station and then either brought out in facilities at the stations
which were old and generally inadequate or taken over to the new termin
and resorted there. Those were the reasons that led to the concentration of th€
baggage traffic on to fast freight trains; also that enabled us by a combination ©
the baggage traffic and of the high class freight business to establish freight
schedules that were highly competitive and it improved the service both to our
freight shippers as well as to our package shippers.

Mr. PascoEk: Does this means that revenue was taken from the “Dominion"
and transferred to fast freight?

Mr. GossAGe: That is correct, yes.
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Mr. PAscoE: If there was some way to put that revenue back on the
“Dominion” it would add to the revenue greatly.

Mr. GossAGE: Yes, but you would also have to put the expenses back. One
of the things is that in the loading techniques you use in loading for fast
freights, when you load them into a freight type car, you can load those cars
much more heavily than you can the previous passenger type cars which, due to
the requirements of passenger service, cannot be loaded as heavily. It is
expensive operating those cars, and particularly the expense in repairing them
is very much higher. So that while you could put the revenue back on to the
“Dominion” you would have a lot of expense back.

Mr. PASCOE: Well was that move taken on your own initiative or were
there complaints about the service?

Mr. GosSAGE: Oh, no, it was taken on our own initiative to try to make our
services more competitive.

Mr. PAscoE: Just one more question, and this is just to answer some
questions I have in regard to pass privileges; you pretty well explained pass
privileges. Some of the older railway men tell me, and I did not really believe
it, that the C.P.R. in their income tax return charges so much for the privilege
of pass service.

Mr. SINCLAIR: Well, Mr. Pascoe, I spent one whole day arguing once in a
conciliation case that some credit should be given to it. Mr. Frank Hall was my
opponent and he argued the other way and he was successful. I certainly see
nothing at all in any income tax, and I have looked at Canadian Pacific income
tax returns for quite a few years, Mr. Pascoe.

We got into an awful hassle about commuter cases. People were saying,
“Why are you giving your employees a streetcar ticket to work and making
other commuters carry them”? We said we are not giving them; we are
charging 50 per cent. They said, “O.K., why are you making other people, other
commuters, carry that 50 per cent that you are giving to your employees?” The
Board of Transport Commissioners, therefore, in the commuter case said, “we
will make an adjustment in the figures by putting in an additional value for
that 50 per cent you give away and we are going to increase your revenue by
that 50 per cent, even though you do not get it”. Now that is the only incident
of any kind of document and I sure do not think that is helping us. You just
think about that.

Mr. ALLMAND: Mr. Sinclair, this morning you said that passenger service in
Britain, Germany and France was suffering from very large losses.

Mr. SINCLAIR: I said railways. I was talking about the deficits on the state
Owned railways in these countries.

Mr. ALLMAND: You were referring both to freight and passenger service?

Mr. SincLAIR: Yes, and passenger too. For instance I was over in Switzer-
land once, Mr. Allmand, and T was talking to the head of the Swiss railways. I
always thought they had three classes on these railways and they only had two
classes, They did not increase their fares but they took out the second class and
but all the people in the third class coaches, and they were jammed in there. I
asked him if they were making any money and he said no, because the rates
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were too low; so I calculated what the rates were for a standee on the Swiss
railway and took the Swiss francs back into Canadian dollars and I found that
for standing room only it was four cents a passenger mile, and still he lost some
money.

Mr. ALLmAND: It would seem that according to your criteria many of these
trains would be discontinued; this seems to indicate that there must be other
criteria which are being used in Britain, Germany and France which are
different than yours but which justify the running of trains and these criteria,
it would seem, are based on public need and national interest.

Mr. SINCLAIR: Mr. Allmand, if you have ever watched the British press, and
if you have ever seen the number of trains they had up for discontinuance in
Britain you would be quite shocked. The papers were full of it; they had “Save
the Trains” and they had boys out taking the last number; they even had them
climbing over right-of-way fences. Hundreds and hundreds of trains have come
off.

Mr. ALLMAND: Yes, but hundreds and hundreds are being continued, and in
France too.

Mr. SINCLAIR: Oh, well, let us face the little bit of difference in situations.

Mr. ALLMAND: The point I was getting at, Mr. Sinclair, was that they have
used criteria in continuing to run trains which are different than the criteria
which you have put forward for discontinuing the “Dominion”.

Mr. SincraIr: No, I do not think so.
Mr. ALLMAND: It appears to me that they have.

Mr. SincraiR: I would suggest no, that their adjustments are going on.
They may not be as far advanced as we are. How should I put this without
being misunderstood; they have had tremendous political pressures in maintain-
ing certain services that were uneconomically necessary.

Mr. ALLMAND: I would suggest to you that when they judge the economic
value of trains—and I lived in Europe for a year or so; I took the train quite
often—they consider economic gains that go beyond what can be seen on the
balance sheet of running certain trains; in other words, running a train or not
running a train can have economic effects away beyond the profit or the
revenue that you will bring on a particular train. I feel, from what I can
understand, that although they are running them at losses such as you have said
they are considering other things in continuing the trains, even though they are
taking some off.

e (5.15 p.m.)

Mr. Sincrair: Well, they are taking a great deal off but in addition, you see;
they have quite a different problem. Let us take Germany; if you want to g0
from Basle to Frankfurt, for instance, or if you want to go from Dusseldorf to
Frankfurt, they have a situation there that is quite different to anything we
have in this country. You say “other economic advantages”; if they can
demonstrate them to offset the situation—and I have not seen this done and
have read quite a bit about it—then they meet this problem of what I ¢
misallocation of resoucres. As I say, our approach here is not what some peoplé
like to say a balance sheet approach; it is an economic approach based on the
proper use of scarce resources. It is a straight economic approach. I have talked
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to some people from the British railways and, as a matter of fact, we are giving
them certain assistance, if I may put it that way, in some of the techniques we
have developed. We learn from them; we are in touch with the people in
France; we know the people in Germany; we know the people in Holland. We
are in touch with all of them, and I have never seen any calculation such as you
are talking about. Armand, who is head of the French Atomic Commission, and
Who is the head of the French state railways, used to wring his hands about this
Situation between Marseilles and Paris. He was running trains there that were,
he said, ridiculous; but he could not get them off.

Mr. ALLMAND: Well, that is my point. Do you know why he could not get
them off, because probably the government felt there was a public need beyond
What he considered.

Mr. SincrLAIR: No, that is not right. If you look at it you will find out,
because there was a labour situation involved in there and the policitcal
Situation was such that they did not want to face up to it.

Mr. ALLMAND: Are you saying the criteria used by the national railroads in
these European countries for continuing or not continuing a service are exactly
th same as the CPR’s?

Mr. SINCLAIR: I am saying that the people that I have spoken to in some of
these railways are attempting to apply the same criteria. As you will see, here is
hational railroad which, in their report, are being careful with their use of
1"=1nguage, but are applying the same criteria, and I am holding up the Canadian

ational report.

I think if you take a look at the last report of the British Railway
Ommission, the Transport Commission, you will find that they are talking
about the problems they have and the situations in which they are involved.

Mr. ArrmanDd: I would not want you to duote a few sentences out of a long
Teport.

Mr. SiNcLAIR: Well, all I can say is that the very fact that we happen to
have jt here, you know, indicates that we do try to keep up with other areas.

Mr. ALLMAND: Well I am not an expert by any means, but from what I
have read in preparing for these meetings it seems to me that some of these
National railways do not always use the same criteria, the definition of effective

€mand that you use, and they often will try to run trains if it is in the public
Need and national interest, and subsidize them.

Mr. SincLAIR: Well, I am not saying, Mr. Allmand, that they do not do that;
Of course they do, and this is what the criteria of the MacPherson Commission
Said and this is the criteria, as I read it, of the Minister of Transport. If it can be
€monstrated that it is in the national interest to operate something at a loss
en the difference should become a charge against the public treasury, and I
Am not disagreeing with that. All I am saying is to be careful of what you look
at in the national irtterest because there is a tendency not to change. There is a
Tesistance against change. I think I said something about this when I was here
efore. There is a resistance against change.

An Hon. MEMBER: I expect the witness knows about that.
24409—6
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The CHAIRMAN: Well, we do not want to get into that; I think we will get
off that subject.

Mr. SiNcLAIR: What I am trying to say to you is that I think that all people
with this problem will recognize that the national interest, if it transcends an
economic situation, then becomes a matter that is a charge against the public
treasury. But you should not make charges against the public treasury just
because it is a public treasury.

Mr. ALLMAND: No, I agree.
Mr. SincrAIR: This is where you have to be careful.

Mr. ALLMAND: You came out very strongly at the end of your brief saying
that the CPR was so much against nationalization. I must say that you criticized
the National Farmers’ Union for quoting people out of context, yet you quoted @
few statements from former chairmen of the British Railways Board, that I
thought were quite a bit out of context, saying that people had seen that
nationalization does not work in England, yet they have BOAC and some very
worth while national air lines and railways, I would say.

Mr. SINcLAIR: I was in a hearing, Mr. Allmand, about BOAC just two and 2
half years ago, when they had a massive change in management and they were
tremendously concerned about the losses of BOAC, and you say that BOAC has
been a very successful—

Mr. ALLMAND: Nationally, in the national interest.

Mr. SiNcLAIR: Well, now, Mr. Allmand, in what national interest? I know,
for instance, that in regard to operations out of London to the west coast of
South America, it is now being operated by private enterprise. I also know that
in other places viable air line operations are operating in Britain. They have 2
mixed economy.

Mr. ALLMAND: I agree they have.

Mr. SincrLAIR: They have a mixed economy. However, it was not I who said
it; it was Lord Beeching who said it, and you said I took him out of context—

Mr. ALLMAND: You have quoted only two sentences that he said.

Mr. SincLAIR: Well, that is all he was talking about on this point. It was aB
answer to a specific question. He was a man who was put in there to put the
British railways on their feet, and you know his background.

Mr. ALLMAND: But I can quote you many other people who are saying the
opposite thing right now too. I think it was misleading.

Mr. SiNcLAIR: You do? Well, I am sorry, I did not mean it to be misleading:
I thank you very much.

If that is misleading, may I give you this from the annual report and
accounts for the British Railway Board of 1964—this is the presentation 10
parliament pursuant to Section 24(3) and 27(8) of the Transport Act of 1962. It
is an official document: During 1964 further progress was made toward the
implementation of the reshaping report and 17 proposals for the withdrawal ©
passenger train services were added to appendix (2) of the report under the
advance notice procedure required by Section 54 of the Transport Act of 1962
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Ninety-five proposals to withdraw service were published during the year
under Section 56(7) of the Act, and in the same period the Minister’s decision
Was given on 138 cases. In 123 of these latter cases the Board’s proposals were
approved by the Minister and in 15 cases the proposals were refused or consent
8iven in part only. At the end of the year the Minister’s decision was awaited on
55 further cases on which reports have been submitted by the area transport
users committee, and 66 cases were still at the stage of awaiting committee
hearings and Commissioner’s report. That was the situation. I am sorry, but it
Wwas not me that asked Lord Beeching the question, Mr. Allmand; it was a
reporter, and he, in his very adroit way, answered them and I thought he did it
Very succinctly, and I happen to know that that is his view.

Mr. BELL (Saint John-Albert): Mr. Sinclair, in an effort to pinpoint our
responsibilities in this Committee at the moment, I am going to ask you a
Question that is on many minds. I realize this may be easier for me to do it

ecause I am from the east. Reference has been made, direct and indirect, to the
fact that it is now too late to put the “Dominion” on this summer. In House of
Commons phraseology, if this is so when did it become too late, in your opinion?

Mr. SINCLAIR: Well, the least time should be some months; a minimum, I
Would say, even if you were not going to run what I might call a passenger
acceptable service, but you were going to run a safe service and you were going

get your advance information out to the travel agents and all this kind of
Stuff, and to do some slot planning for staff, it should be a minimum of two
Months, an absolute minimum.

Mr. BELL (Saint John-Albert): Two months from the beginning of the
Period.

Mr. SINcLAIR: Yes.
Mr. BELL (Saint John-Albert): Well, what would the period be now?

Mr. SiNcLAIR: If you are going to upgrade your stuff to make it passenger
acceptable—I have just given you a safe operation and giving you a chance to
advise everybody and build something into it—1I would say you should have four
Or five months, at least.

Mr. BeLL (Saint John-Albert): You are talking about March and April
13h¢3n, for example.

Mr. SiNcLAIR: Yes, if you are going to really dp it, because you see we did
Not do a shopping program and if we had been going to do it we should have
done shopping program in that winter.

_ For instance, let us say we had a national emergency and there were no
Alrplanes and no roads or anything else, and we had to go and put the trains on
he road after they had been in there—and we did not care anything about crew;
you see, after all, one of the things you have to do in instituting the service,
€cause all our stuff is bunched, is to start getting equipment at Vancouver and
Innipeg, and we haye to start working from both ends or else we are going to
finish up with all the trains in one place. So you have to consider your spread.
OW your spread is four or five days, to start with. But let us say we have a
National emergency and you did not care what the equipment was like and all
You had to do was go at it and put 150 cars in; you have to check out your
24409—6'%
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running gear and your draft gear; you have to put your batteries in, and you
pull people out from wherever you can and you just threw it on, and you did
not care about anything else. You did not care about who was on it; you were
just going to go. You could do that in two weeks, but that is not a passengel
service; that is just taking cars out and you do not care whether they are really
clean. You are safe and that is the only thing you are. You do not care anything
about the spread; you do not care about anything or how you disrupt other
services, you just pull. That, I would say, is a two to three week job.

Mr. BELL (Saint John-Alberf): In other words, by the time we had even
begun to go out west on our trip on May 6 it was too late to responsibly becomé
involved in a recommendation for summer service.

Mr. SINCLAIR: In my view, on account of the physical situation and in light
of the Board’s judgment and everything else, yes—and responsible in that sensé
is that you were not going to be left in the position where the cards were very
much weighted against you in looking at the results.

You see any institution of this service in the summer of 1966, Mr. Bell, is
bound to be very very bad. The figures are going to be very bad, by the very
nature of things. There is no advance selling; there is no advance knowledge:
You set up your consist; you are going to do the work on them under forc
draft; you are going to get complaints because you are doing it under force
draft; you are going to get extra costs by pulling people out of normal work; yout
are going to get into overtime costs; you are going to get into all these kinds ¢
things. You have dead miles against you; you have not been able to work it 11
reasonably. You are left in a position, if I may say so, of having the figures just
weighted tremendously because of physical factors.

Mr. BELL (Saint John-Albert): It may be better if we left this matter in the
hands of the cabinet. But to change the subject, Mr. Chairman, may I ask Mr.
Sinclair if he considers that any of the moneys such as rebates or horizontal raté
increases and the like have any attachment to passenger subsidy in any way? I?
other words, do you consider that you are receiving money now, directly OF
indirectly, that is for the subsidization of railway passenger service?

Mr. SiNcLAIR: I certainly do not, Mr. Bell, because I will tell you why. of
the two subventions we are receiving, one is what I call the rollback subsidy, a®
that is mostly between the two railways and then the other railways, and tha
resulted in a rollback of the freight rates that were authorized by the Boar
that were in effect in 1958, and they were rollbacks from 18 per cent back to
or 10 per cent, as I recollect it. Now that takes care of that; that was a rollback
and the rates are in there and there is a credit off them for this money t©
everybody that ships something.

The second subvention is the dollars that were given and described as 12
relation to the recommendations of the MacPherson Royal Commission; that
was effective in 1961, and it is very low in comparison to the costs that we have
had in one segment of our costs alone, and I am talking about freight costs.

We were unable, because our normal class and commodity freight rates
were frozen—not our competitive rates, not our agreed charges, but our norm
class and commodity rates, so that we were unable to adjust our prices to take
care of some of these costs, and when you take a look at our earnings the
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carriage of passengers, let us say, 25 million, 35 million, as against say 450
million, you can see the leverage of these cost situations in regard to these
moneys.

Now the third subvention was directly referable to the settlement that was
made with our unions in 1964, and we had the first payment on that—we
received it the other day, and that matter is still under discussion between the
railways and the responsible minister to the government.

So my answer to you is that because of the reasons I have outlined we are
not receiving a subvention in respect of passenger service.

Mr. BELL (Saint John-Albert): I have one question, Mr. Sinclair, on this
Misallocation of resources. When this Committee was out west most of us felt
that certain groups of people want railway passenger service for certain areas
out west during certain times of the year. Now you, amongst other things,
contend that this would be a misallocation of resources, strictly in the case of a
Private company, to provide this where there is not this effective demand and
the like. I am asking you a straightforward question as a taxpayer, like I am,
Where does this put the CNR in so far as their efforts now in supplying
Passenger service in this way; surely they are almost guilty of the worst
Misappropriation of resources in the history of human behaviour. In other
Words, if you are right they certainly must be wrong.

Mr. SINCLAIR: Well, I will say this, Mr. Bell. Let us say the loss has been
reduced from the $50 million that they proved, after even the adjustments that
“{ere made, and they were down to a bare bones basis in the Royal Commis-
Sion—that $50 million had nothing in it, like the cost of money or anything like

at; that is the bare bones basis. Let us say it is down now to $40 million. I do
hot know where it is, but let us say it is; I say that a $40 million deficit that is
going on year after year, and that is a short fall, is something that no country
tan afford to keep up. Now the Canadian National Railways said, “look, we
ave decided to enter upon the great experiment”. I am going to paraphrase:

e are hoping to build up a certain level of traffic that we hope can be of such
a level that it can be made viable. On the rates that are now being charged to
8et to that break even point, with a consist of sleeping cars that is in a normal
ranscontinental train, you have to have seats on the road. Now what does that
Mean? That must mean that they are going to build up to a certain level; they
are going to try to look at the demand factor to see how elastic it is; they are
80ing to start to do this, and then necessarily they have to start looking at the
Cost factor to see how far they can build them in balance. I do not know. I have
Not talked to the CNR; I am not privy to their inner thinking, but I can follow

?S kind of reasoning, if you have an awful lot of money. However, we tried

is kind of an approach; we came to a conclusion that you could not do it. In
OUr own way we are following some of this thinking and this is why I am saying
f‘h{it I think the “Canadian” can be made a viable passenger train service, but
1 is going to take adjustment; it is going to take different things.

When they get to Toronto and Montreal they have a different proposition;
they have a different proposition altogether and that is a different thing. But I
am talking transcontinental. They may have some magic that I do not know,
but we are sure watching it. And if they have that magic—you know there are
A awful lot of us who are in this business that are watching it awfully
carefully too—we like magic and we will pick it up, if we can.
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Mr. SALTSMAN: I presume the Canadian Pacific has been in the passenger
business since the agreement of 1880. I would like to know how many of those
years, in a general sort of way, that you have sustained losses on passenger
service.

Mr. SiNcrLAIR: I believe it was Mr. Lewis that asked me for certain data in
that connection when I was here before and I filed it with the records.
Generally speaking I would say that we were meeting more than our variable
costs until in the twenties and during the war, and immediately thereafter.

Mr. SavLtsMAN: Were you keeping a different system of assessing your
variable costs at that time? You were not keeping regression analysis?

Mr. SincLAIR: We were not keeping that, Mr. Saltsman, but what we were
doing was using what I would call a more arbitrary system and, as a resulf,
more costs were being applied than are being applied now because we did not
have the techniques that enabled us to do it. You could rework them; we have
not got the basic data, but if you could rework them knowing how they were
done you would reduce the expenses and increase the profits in passenger rather
than the alternative, in the war years.

Mr. SALTsMAN: I have been very interested in the questions that have bee}l
asked regarding criteria and the statements of yourself and the former presl-
dent regarding your continuance of the “Canadian”. It is a little indefinite, the
statement as it stands now; it is an indication of your intention for years and
years. But in the light of the criterion that you have established of resourceé
allocation, does this mean that if the time ever arrives that you feel that the
“Canadian” does not meet your criteria of proper resource allocation that you
would be prepared to drop it and get out of passenger service completely?

Mr. SincrAIR: Well I think that that would involve me in this decision. _I
then would have to take a look at the situation where it is going and where it 15
serving and say, “is this required; is this required for sociological reasons; is }t
required for those kinds of reasons.” I would then take the position that if it
was required in the national interest that it then should become a charge on the
national treasury, and that would be my approach. I would then have to accept
it in the light of that at the time, and under those circumstances and followil?g
the criteria that I agree with in the principles, as I have set them out here 12
the MacPherson Report, then what I would likely do, if you are asking me what
I would do—I cannot say what somebody else would do some years away dow?
the road—but what I would do is come to Ottawa and I would see the Minister of
Transport; I would lay what facts I had before him, and say this is the situation
as I see it, and I think the government should take some action. If he disagl‘eed
with me then there is only one thing I could do, and that would be to make an
application and bring the thing out in public through the regulatory authorities
where I would argue that there should be a meeting of the sociological needs
that I thought I had proved by virtue of a subvention.

Mr. SaLTsMAN: Well this is the first time I have heard you argue in regard
to sociological needs. During the course of this hearing you have always argued
on the problem of economics. I would like to ask you your opinion as 0
whether a bare bones, if you put it that way, passenger service is not aB
integral part of your original agreement of 1880. In other words, do you feel
that the agreement that you signed for the efficient—I have not got the words at
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hands—operation of a railway service would really mean that a complete
absence of passenger service and that a railway does not necessarily entail
Passenger service?

® (5.40 p.m.)

Mr. SINcLAIR: Of course so. I have instances of it, all kinds that I can give
You. For instance, let us say that the Canadian Pacific Railway consisted of a
line from Vancouver down through the Kootenays and over the Crowsnest and
over to Lethbridge. There has not been any railway passenger service in that
area for a good many years, and I think that that railway is being operated
well. The “requirement” would be translated into operating it efficiently
forever, and I think it is serving the needs there, because the travel habits of
beople change.

Let me give you another example, Mr. Saltsman. Let us say that the power
Pack of Gemini IX, which did not, apparently, work, but it was there, was going
to be made available to you, Mr. Saltsman and everybody like you, and myself,
for $3.00. So I could just turn it on and I could hop from Ottawa to Montreal
and land in my backyard. Now certainly I do not know who is going to ride a
train if everybody can buy a power pack for three bucks. I do not think that is
fanciful, or Buck Rogers too much because I am a pretty young fellow and I
have seen open air cockpit airplanes—the ones that I have seen the specs
on—with nine feet some inches intakes on four engines that will handle in
mock-up—they are not flying yet but will be in a couple of years—600, 700 and
up to 900 people, Mr. Saltsman, at less than a cent per passenger mile.

Mr. SantsMman: I would like to make a suggestion with regard to your
analogy, and I think this is something you have been ignoring to a considerable
extent; this is the question of customer preference. Now I think I can mention,
and I am sure you can visualize, all kinds of little old ladies who would like to
have a power pack strapped on to their backs and fly to the moon that way, and
I think this is fairly crucial to this question of alternative services. Now, in our
hearings throughout the West, and my own experience is largely the same, I
find there are many people who simply prefer the train for one reason or
another. They prefer them for reasons of fear of aircraft, for comfort, or for
other considerations. Therefore, it is in some ways a necessary passenger service
that I would think is not going to be eliminated even by the advent of power
Packs on people’s back so they can fly to the moon.

Mr. SINcLAIR: Let me give you an example, Mr. Saltsman. We run
steamship services. Because of labour difficulties we had to cancel it out. We
had some nine hundred passengers in England. We chartered Aer Lingus, a
Boeing with 190 seat capacity. Some of these people on there—I do not know if
You use the phrase “old ladies”—who apparently had fear of aircraft were
travelling by water. I happen to know a couple of them personally. We put
them on Aer Lingus. We said to them, “well, you have never flown before.” This
only happened in the last couple of weeks. We said, “well, you can go if you
Wish, we have chartered this aircraft, or you can wait until this labour difficulty
is over, but we do not Know just when that is going to be, and then you have to
get packed up and so on and so on.” We carried 193 people across the Atlantic
and over 150 of those people had never been in an aircraft before.We talked to
them afterwards, and I am sorry to say that most, if not all, we have lost for
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steamship travel. So that all we have to do is put on that power pack and get
them off the ground the first time, Mr. Saltsman.

Mr. SaLtsMmAN: Well, I do not want to be argumentative with you on it. I
have flown; I have used every mode of transportation, and I might say that
there are advantages to each one of them.

Just one further question. This problem of competition amongst competing
services, and this might be a hypothetical question, but I have always been
inclined to feel that by having a transportation system that includes rail, air,
busses and other forms of transportation, perhaps this has considerably dimin-
ished the competition between kinds of transportation, because to a company
like that it might not be of any great urgency which one ultimately survives,
and perhaps there should be companies with specific responsibilities either
in surface transportation or air transportation, and if this were so, that perhaps
the attitude of the railroads, not having any compensating air revenue, might be
a little more aggressive in terms of attracting passengers.

Mr. SincrAIR: I disagree with you Mr. Saltsman. I wish I could hire you—
we run all types of transportation—and you would come and work for us.
You would certainly find out that if you are in the rail side you are out there,
and you are in there, and you are going to work at it and you are going to be
100 per cent for it or else you will not stay with us. And this is the same
in the air side, or in the steamship side. And it can not be otherwise. We
are transportation specialists. We have specialized staff in each area, buf
we work on a segmentized basis and we certainly make people in that area
sell what that area is providing. There is no question about this, that I
think based on some twenty odd years of experience in a multi-transport
organization and having been engaged in more than one segment of that
transport—I mean rail and air, and so on—that I can tell you the advantages of
knowing the pluses and the minuses in the various areas is where you can zero
in to use the big plus that you have for sale, and this is a tremendou$
advantage. And I think, Mr. Saltsman, the fact that Canadian Pacific Airlines
runs as good an airline as it does is a reflection of the experience that we have
had in serving people on land and on sea.

The CHAIRMAN: Gentlemen, Mr. Sinclair and the officials of the CPR are t0
catch an 8.40 train. We have gone through quite a questioning period this
afternoon. There are really no further questions because we want to adjourn at
six. We will reassemble at eight, when the Minister of Transport will appear-
Mr. Sinclair has advised me that he is prepared to return on Friday because he
has other business in New York tomorrow. But unless there are other questions
for which you think he should return on Friday, we are prepared to allow the
CPR officials, Mr. Sinclair and Mr. Gossage to leave today at six o’clock.

Mr. SincraiR: We, in Canadian Pacific, stand ready to come back at any
time to be of any assistance we can. We have said that since we first came heré
and I want to reiterate it.

The CHAIRMAN: We appreciate that, Mr. Sinclair, because members of the
Committee have advised me that you may be coming back again very shortly-

Mr. SiNcLAIR: I hope you would give us a little more lead time next time.
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The CHAIRMAN: We will give you more notice because we have to adjourn
our hearings this week because we intend to sit, with the concurrence of the
committee, next week on Estimates, all day Tuesday, all day Thursday, and
Friday morning.

Mr. SiNcLAIR: It would assist me, Mr. Macaluso, and it would assist Mr.
Gossage, who is giving evidence tomorrow in another place—I am going to be in
New York, and we do make plans in advance—if we are coming back on Friday,
to know as soon as possible. You could let me know or let my office know. If
You could let me know now it would help me.

The CHAIRMAN: I can let you know right now, Mr. Sinclair, that you will
not be required to come back Friday. I think we will give you lots of notice. The
committee is hearing other witnesses next week and we will give you more
hotice than even a week.

Mr. SincLAIR: I appreciate that.

Mr. CHAIRMAN: Thank you very much, Mr. Sinclair. Before we adjourn I
Would like to have a motion from the floor of this committee to sit the days I
have suggested next week in order that we can try to obtain permission of the
House to sit in order to get through the Estimates, which are quite important.
We have let the Transport estimates go for quite some time, and we will be on
them for quite some time, I think. It will be all day Tuesday, all day Thursday
and Friday morning.

Mr. Rock: I so move.

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

The CHAIRMAN: I have to be in the House before six for a private member’s
bill. I have asked the clerk to call a sub-committee meeting of the steering
Committee for Thursday afternoon right after our questions of the day in my
9fﬁce; notices will be sent out to that effect in order that we can discuss
Important matters of interim reports and agendas.

Mr. Rock: Mr. Chairman, I would like to know again when the CNR is
€xpected here?

The CHAIRMAN: We will discuss this at the sub-committee meeting on
Thursday.

Mr. Rock: Will you also discuss the possibility of having officials from
United Aircraft.

The CHAIRMAN: United Aircraft, yes, Mr. Rock.

Mr. Rock: You see, the point is that in newspaper it showed the model of
th‘e new train and so on. Now I do not know if it is in the position of United
Alrcraft, or the position of the CNR, and I think we will be asking them more or

€8s the same questions. I think it would be advantageous to have them at the
Same time. s

The CHAIRMAN: You have brought this to my attention; I have made note
of the resolution during my absence, and I shall bring it up at the sub-
Committee meeting. The committee is adjourned.
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EVENING SITTING

The CHAIRMAN: We have a quorum. Come to order, please.

As was stated on many occasions in this Committee, the Hon. Mr. Pick-
ersgill, Minister of Transport, has said he would appear before the Committee
for questioning. We are pleased to have the Minister with us this evening.
Perhaps he will not make any long statements but subject himself to question-
ing by the Committee members, but I would like him to make a few introducto-
ry remarks.

Hon. J. W. PICKERSGILL (Minister of Transport): Well I am really rather at
a loss to know what I should say, because I have not been present up to now at
any meetings of the Committee. I have relied mostly on my Parliamentary
Secretary, who has been very good about it, to keep me advised of what has
been going on in the Committee. Perhaps, if you do not regard it as offensive or
patronizing on my part, I would like to say how much I appreciate the way in
which the Committee has been doing its work, as I have heard about it, not just
from Mr. Byrne, but also from others, and particularly how much good I think
you did to Parliament itself by your visit to Western Canada. It was, I think, an
experience for those people who appeared before the Committee, as many of
them did not expect to do so. What I hear is they were really almost convinced
that members of Parliament were human beings like the rest of the citizenry.
think that is quite a gain in these times.

Now, as to the Canadian Pacific passenger service, if I had known all the
answers I would not have suggested in the House the reference that was made
to the Committee. I am looking to the members of the Committee for guidance
and if I can help them at all in making up their minds about the terms of
reference I will be very happy to do it.

Mr. BELL (Saint John-Albert): We would like to thank the Minister for
taking time out from the busy schedule of the Department of Transport to come
here. One thinks of references recently in the paper that the Minister of
Transport must be a superman to be able to direct the different branches of the
Department. Whether it is in the superman capacity or otherwise we welcomeé
the Minister here tonight. We are also pleased that he made mention of our triP
out west. We think it was quite successful. We found certain needs, we think
still, for different phases of past year activity and that will come out.

e (8.15 p.m.)

The Minister mentioned that members were thought to be very huma?
when they were out west. All I can say is we were more than human
everywhere we were, morning, noon and night. Now, the only thing that comes
to my mind is in the nature of a question, I suppose. It comes out of questioni{lg
this afternoon of Mr. Sinclair. We wanted to be very serious in any interim
report that might come forward. He pointed out to us, in his opinion, which W€
do not necessarily have to accept, there were many physical difficulties of
bringing the “Dominion” on this summer. He said that we should almost have
been thinking of March and April if it had been the thoughts of any to bring the
“Dominion” back on this summer. We pointed out that the Committee had not
even moved out west until May, so there is a chronological sequence to this. The
question I would like the Minister to take a moment to explain to the
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Committee is just what the timetable is in so far as the cabinet hearings on the
appeal are concerned. When does the Minister anticipate that this might be
dealt with? Are all the briefs in, and so on? We should like this information so
that we can put our own recommendations into perspective. It is only a
recommendation; the government can do what they like with it. That is the
thought that I think we need cleared up.

Mr. P1ckERSGILL: I think I would like to take two or three minutes on that.
It was suggested to me, when I first considered asking the Committee to
examine this whole question of Canadian Pacific passenger service, that I was
butting the cabinet in a rather difficult position, because we have a statutory
obligation to deal with this appeal in some fashion or other. Fortunately, there
is no time limit on it, and there is no procedure laid down at all. There is no
reason legally, according to the statute, why we should not just have a meeting
of the cabinet tomorrow and say, “this is our disposition of the matter,” without
listening to anybody. But as a matter of fact, many appeals to the Governor in
Council, and many appeals from the Air Transport Board to the Minister of
Transport, are dealt with without any hearings at all; but it has generally been
the view of previous governments, and I do not think we have had one yet,
until this one, but it has generally been the view of previous governments, that
When a number of provincial governments appeal a decision of the Board of
Transport Commissioners, it is not enough just to receive their written briefs;
but having regard to their importance and the importance of the railways in
certain provinces, and that is particularly true of the Atlantic provinces and the
Prairie provinces, it is usual for the Governor in Council to set aside a day or
bart of a day on which they will listen to the verbal oral representations, or the
appellants, whoever they may be and, of course, also listen to the representa-
tions of the party from whom there has been an appeal.

Now, I had been rather careful when I made the suggestion about the terms
of reference of the Committee to make it broad enough that it would have been
technically possible, I should think, for us to have made our decision and had
our hearings at any time, notwithstanding the fact that the Committee was
hearing a broader subject. I never thought that would be a very desirable thing
to do, because I did not think it would be desirable to run the risk of having the
government and a parliamentary committee, if we can avoid it, take different
Views of the same subject. But the matter has been largely taken out of the
hands of the government, because the provincial governments, though they
Indicated quite early after the decision of the Board of Transport Commis-
Sioners that they were going to make this appeal, have only very recently, in
the case of two of them, and the most recent one, of course, is Manitoba, made
their written submission. Indeed, it was only last week that I received the
Submission—the 25th of May it was received in the Privy Council office, and I
think it was sent to me the next day—of the government of Manitoba, and as
they were one of the principal appellants it would not have made very much
Sense to have tried to hold the hearings any earlier.

I am not aware of any other appellant who has not made his submission,
and I have been quite seriously thinking, in view of the timetable of the
Committee, that perhaps I should recommend to my colleagues that we state
Dublicly that we do not intend to receive any more. I think it would be quite
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within our rights to do that, and certainly no could say that there has not been
time enough. But it is usual, of course, in that case, to give a reasonable time
for the railway to make its reply to these representations, and while I do not
think, in view of the work that the Canadian Pacific has done for this
Committee, it is going to take them very long to put their reply, still they are
entitled I think, in equity, to a reasonable time to do so. I could not very
seriously envisage any public hearing much before the last week in June,
having regard to the fact, that it is the 7th of June now it would seem to me to
be rather difficult. It may be, you know, that we may take several days or even
as much as a week or so after that before we could reasonably be expected to
reach a conclusion. It would therefore not seem to me to be reasonable to expect
a decision before early July.

Mr. BELL (Saint John-Albert): Mr. Minister, you might uphold fully the
Board of Transport Commissioners in their decision, or vary it?

Mr. PickerRSGILL: We have the technical right, of course, to vary it if we
wish; and I know you would not wish to question me on that point, because it
would be quite improper for me before we have heard the parties to give any
kind of indication of what conclusion we are likely to reach.

Mr. BELL (Saint John-Albert): Just to repeat, if this Committee saw fit to
make an interim report with respect to our opinion as to the need for passenger
service, in view of our trip out west, you would consider this in some informal
way along with these other matters?

Mr. PICKERSGILL: I can assure you, Mr. Chairman, and members of the
Committee, that any recommendation made by this Committee would be treated
by the government with the greatest possible respect. I think, of course, we
have to recognize that under the statute Parliament has laid on the Governor in
Council certain responsibilities, and it would not be proper for us to abdicate
those responsibilities to anyone else; but we all belong to the House of
Commons, and I do not think there is any doubt that any views expressed by
the Committee would—well they are bound to have a great influence upon us in
so far as they touch upon the relatively narrow question that is before us, which
is a much narrower question than the question that is before the Committee.

Mr. BELL (Saint John-Albert): Mr. Chairman, I do not have any more
questions. I could ask the Minister questions on general transportation matters,
but in view of the fact that the estimates are coming up and there will be
opening statements and the like, and I presume the thought is just to stick
tonight to the particular terms of reference.

Mr. OLsoN: I was rather surprised at what Mr. Sinclair told us earlier today
about the time required to get a second transcontinental train going. He began
by saying—I think I am right in this—that to take all the equipment out of the
dead storage that it is in, and so on, would require a matter of four or five
months if they were to have it in shape so that it would provide a first class
passenger service. Now, this of course, if we are going to be practical about it,
almost means it is impossible to get this service back on for the summer of 1966-
I was wondering if at any time the C.P.R. had made you aware of the time€
required to put this equipment in usable service.
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Mr. P1ckeRSGILL: No; I have never had any conversations about this matter
at all until this morning. Mr. Sinclair did me the courtesy of coming to see me
at nine o’clock, before he came to the Committee, to give me a copy of the
presentation to the Committee because I understand in the Committee he
quoted me in a couple of places and he wanted me to know he was doing that.

In the course of our conversation he did, in a very brief way, tell me what I
understood he was going to tell the Committee. But I must confess, never
having run a railway up to now, I was a little surprised myself that it would
require this amount of time. I, of course, was aware of the proviso in the
judgment of the Board of Transport Commissioners which I have read that this
equipment should be kept in being; but I must say, having had other things to
engage my mind and my attention, it had not occurred to me that it would
require anything like the time that Mr. Sinclair indicated to me. But as I say, it
is not the kind of thing that is within my personal knowledge at all.

Mr. OLsoN: The Board of Transport Commissioners judgment, the order of
January 7 and the supplementary statement, which was not an order, of
February 7 go together It seems to me that what the provinces and the cities and
the other people who appealed this judgment were doing, in fact, was only
appealing the second part of the statement which deals with the service for the
summer of 1966, because the board did, even in that supplementary judgment,
still reserve the right or the power, or whatever you want to call it, to make
still another supplementary judgment respecting 1967.

Now, if we are to take Mr. Sinclair at what he said in the first instance, to
give any effect whatever to this appeal, if it is to have any practical effect for
the summer of 1966, it should have been attended to almost immediately, and
vet the CPR gave no indication that this time factor in refurbishing the
equipment was present.

Mr. Sinclair said later on that it might be-possible for them to start pulling
the cars and running them over the rails, and they would be safe—this is not
saying that it would be a satisfactory service—within two weeks. It is sometimes
amazing what they can do if they are ordered to do it, is it not?

Mr. PICKERSGILL: Sometimes. I am very concerned about that question, Mr.
Olson, in another context altogether. I am very reticent to order reluctant
People to do things unless I am pretty sure my orders are going to be obeyed,
and you can see that I am really diverting attention from the question you put
to me. But I am quite sure that if the Governor in Council were to issue an
order that some kind of service should be instituted at the earliest possible date,
I would not have any real doubt that the management of the Canadian Pacific
Would do their utmost to comply with it. I would not doubt that at all.

Mr. OLSON: One other thing, Mr. Minister, that I would like to question you
about just for a minute is that in the Board of Transport Commissioner
hearings, and now again here, at these committee hearings, the CPR is always
Complaining about being under pressure for lack of equipment, it being diesel
locomotives mostly. They tell us there were none ordered for delivery between
September, 1965, and July, 1966, a period of ten months. I wonder what your
Opinion would be respecting this kind of statement from one of the major
Tailways in meeting Canada’s growing requirements for transportation, no
delivery of new locomotives for a ten month period.
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Mr. PICKERSGILL: Well I am very disturbed, of course, as I think I indicated
before. I understand—and this does not apply only to the Canadian Pacific—that
there is a certain feeling that I have been unduly critical of the railways, but I
have been rather disturbed by the fact that it appeared to me that the Canadian
railways were having a rather difficult time finding enough equipment—this
applies perhaps more to freight than to passenger service—to carry the volume
of goods being offered. I am afraid that one could go right across the board; that
there is hardly anybody in this country in any line of endeavour who did not
underestimate the requirements for the volume of economic activity that we
have had. I think I would perhaps have some questions that I would raise in my
mind about the amount of storage we have for wheat, particularly in Van-
couver, and the capacity of all of us to do adequately what we have to do, even
the number of translators we have to translate the proceedings of parliamentary
committees. We just do not seem to have guessed, in 1962 and 1963, that this
country could possibly grow as fast as it has. That, of course, is not confined to
this country; the American railways are frightfully short of equipment too; some
of them even shorter than our railways.

Mr. OLsoN: Do you have any plans of any kind for any action to see that
this shortage of equipment is not going to continue to be a chronic thing?

Mr. PICKERSGILL: I am giving very active consideration to that question,
Mr. Olson, at the present time.

Mr. DEACHMAN: The question I wanted to ask the Minister was what
suggestions have been made, or what discussions have taken place with regard
to the possibility of overcrowding during 1967 of every transportation facility
we have in this country? I ask this question because every time I go home t0
the coast I hear of some more young people all around me who are saving their
money to come east in 1967. If they all carry out that wish, and they are saving
for it and planning it, there is not a facility in this country that is not going to
be overtaxed, and I just wonder whether or not we are dusting off the
“Dominion” and every other facility we have in preparation for that event, and
what drive the Canadian government is putting on to see that this is done?

Mr. PickersGILL: Well, I must say that I am really quite staggered by the
—I have not pretended personally to make a detailed study of this matter, but
constantly specific things are brought to my attention, and they all suggest the
same difficulty, that no matter what form of transport you look at if the plan$
that people are now making are carried out there is going to be an obvious
shortage, from the spring until the late autumn of 1967, of capacity to carry
people to places where they want to go, and are willing to pay for going, i
Canada. Sometimes I even wondered whether we should not postpone the
centenary for a year to and make more adequate preparations for it, but I
suppose that would be difficult.

Mr. DEACHMAN: This may diverge from the topic a little bit, but I am
wondering about charter air lines, for example, whether arrangements aré
being made for that year or for the peak period anyway, for permitting charter
services in Canada which would not normally be permitted across territory
which is regularly flown over by Canadian air lines?
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Mr. PICKERSGILL: Well, I am quite sure that there would not be any
hesitation, once we are reasonably sure—as I am sure we will be—that the full
capacity of the existing Canadian carriers is being used to permit other safe
carriers, reputable and reliable carriers, to operate to meet this kind of problem.
After all, there have been times, you know, in fairly recent history when it has
ben reversed and we have been able to do some things of that sort in other
countries. I certainly do not think we would want to take a narrow view of this
at all.

_ But I am afraid, you know, if air travel goes on at the rate it is going, there
1s likely to be an over-all shortage of capacity and not just in Canada.

Mr. SHERMAN: Thank you, Mr. Chairman. Mr. Pickersgill, in our delibera-
tions considerable emphasis and considerable suspicion have surrounded the
CPR costing methods and costing techniques employed in arriving at some of
the statistics, some of the figures that the railway has presented to support its
Submission. Is there any chance in your view of submitting CPR costing
Methods to the examination of an independent, disinterested third party?

Mr. PICKERSGILL: You mean someone other than the Board of Transport
Commissioners?

Mr. SHERMAN: Yes, sir.

Mr. PICKERSGILL: Well, that is something that would be perhaps a little
difficult for the government to initiate unless we have evidence that the Board
of Transport Commissioners was not doing the task adequately, but I certainly
do think that with the kind of legislation that we are envisaging there will have
to be a very considerable expansion of this kind of activity, either by the Board
of Transport Commissioners of by someone else who will be objective and
Independent.

_ One of the great difficulties we face in Canada, and I said this just recently
In Winnipeg, was that unfortunately the supply of competent people to do this
Job in any field of transportation economics in Canada does not come up to the
demand; and when you try to find objective and competent people—you may
find lots of competent people but they are nearly all employed by somebody and
therefore their services are not available in a circumstance of this sort. If you
80 abroad, either to the United States or across the Atlantic, you have to spend
S0 many months educating the people, the experts, in the geographical and
Other conditions of Canada before they can give you an expert opinion that it is
2 very slow and very costly process. I think that we ought to be investing a lot
More money than we are doing in the education of experts, economists,
accountants and so on, in the transportation field and I think we ought to put
More public moneys than is being done into this.

Mr. SHERMAN: Recently the mayors, or representatives of the mayors’
°§ﬁces, of eight western cities were here in Ottawa visiting the cabinet,
dlSCussing the situation with the cabinet and also with this Committee. Did the
Mayors and these western municipal representatives have any meetings with
You separately, independent of the cabinet?

Mr. P1cKERSGILL: Yes, I received them all by myself. No, as a matter of fact
One or two of my colleagues were with me, I must correct that. They were
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received first by the Prime Minister and then by several ministers. Then they
came to the Committee, all on the same day, as I recall.

Mr. SHERMAN: Were you impressed at all with any of the arguments
presented?

Mr. P1ckRERSGILL: Well I was impressed with all their arguments. Perhaps I
was not as equally impressed with all of them, but I was impressed. After all,
when you get the mayors of eight cities in western Canada coming all the way
to Ottawa to see a mere politician he is bound to be impressed.

Mr. SHERMAN: Were they more impressed than you were?

Mr. PickERSGILL: Well, I have only tried, Mr. Sherman, to keep my own
conscience.

Mr. SHERMAN: I would suggest that they were possibly more impressed
than you were. In any event, do you think there is any merit or substance to

their suggestion that a day liner service might be instituted, for example, in
the west?

Mr. PickeRSGILL: Well, I must say that this is an idea that rather appeals to
me, but it is a very difficult thing to be practising medicine in a field in which
you are not trained, and I just do not feel that I am competent to form an
opinion without a lot of study. If I had to listen to the arguments on one side
and the other at great length, I think then I would be able to form as good an
opinion as any other reasonably intelligent person would, but I have a feeling
that possibly this is something that might be tried. You know, in the air field we
are talking a great deal about establishing certain experimental services on &

“use it or lose it” principle, and it does not seem to me that this need to be
confined to aircraft.

Mr. SHERMAN: Nor to dayliners, necessarily? It could be applied to the
“Dominion” or to any train.

Mr. PICKERSGILL: Quite. I do think that if the government were to require
the railways—if they do it on their own volition it is one thing—the railway to
provide certain services, then in equity it would be desirable to have @
thorough and independent accounting done of the service. I do not think that
one would be satisfied to go to the length of ordering Canadian Pacific to
provide a certain service and then just let them decide whether it was being
performed effectively or not. I think if you are going to do it at all you would
have to go the whole way; you would have to appoint someone independently t0

audit the thing to see that they were really making an honest effort to get
business.

Mr. SHERMAN: Did you feel, sir, that you were receiving from the mayors 2
consensus of the feeling in the west?

Mr. PickeRsGILL: Well, I had the impression, to be quite frank about it, and
you are really, I think, pushing me a little hard in asking me to say what other
people think, but I had the impression that the mayors of the western cities
were perhaps more concerned about having decent air service than they were
about rail service. You see, at the time they came to see me, if I remember
rightly, it was just about the time the Transair had applied to be relieved of its
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service and it was quite clear to me that they felt that the heavens were falling.
First of all, the “Dominion” had been taken off and now the air services were
going to be taken off; they just felt that they were being forgotten. Well, of
course, the government did not permit Transair to take its services off without
a public hearing, and the public hearing I think has now been arranged, and
meanwhile the treasury is paying a subsidy to Transair to keep these services
going. I had the impression that on balance perhaps they were more concerned
about the air service than they were about the rail service; but what they were
concerned about in a primary way was service, some kind of passenger service;
that they were not being overlooked and neglected. That is the impression I got;
that they were quite anxious to have us do our best to help provide the best and
most effective service.

Mr. SHERMAN: In your own mind, sir, how do you reconcile the CPR’s con-
tention that rail passenger services cannot be made to pay the CNR’s obvious
contention that they can be made to pay?

Mr. PIcKERSGILL: Well, I think I would rather let the Committee make a
judgment on that before I do. I do have an opinion; I do not want you to think
I do not have an opinion, but it is rather an educated opinion and I just think it
would be imprudent of me at this stage to express an opinion on that at all.

Mr. SHERMAN: I have one more question, Mr. Chairman. Mr. Pickersgill, I
mentioned to Mr. Sinclair this afternoon that a sort of paper curtain had
descended on us in this Committee in these deliberations, because in the teeth of
exhaustive briefs was this new brief submitted by the CPR today—a 52 page
brief along with all the others with which we have been confronted. It is almost
impossible to penetrate the mass of semantics and statistical information—

Mr. BELL (Saint John-Albert): And they quote everybody in the briefs if I
may interject.

Mr. SHERMAN: It is like the Bible, you can pluck a quotation out of it to
Serve any argument you care to advance.

Mr. PICKERSGILL: Shakespeare, I imagine, though.

Mr. SHERMAN: Well I am not sure but that there is even the occasional
reliance upon Shakespeare in here; but it will take us some considerable time,
Sir, to digest it and to understand it and make the comparisons that have to be
made with other arguments that have been advanced. In the meantime I think I
can say, speaking for myself at any rate, I have found that the consensus in the
Wwest was that the people of the west wanted the “Dominion” back in service,
at least during the tourist seasons of 1966 and 1967. Now we have heard that a
fair test of the “Dominion” and a fair re-introduction of the “Dominion” are not
Teally possible in 1966.

To make as fair a trial, as fair a test, and as fair a service as possible in
1967, would require considerable promotion, as everybody agrees, and I would
Just like to ask you whether you do not agree that if this is going to be
attempted and if it is going to be at all workable and possible next year the
decision to re-introduce it in centennial year should at least be not deferred any

1Onger than October or November.
24409—7
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Mr. PIcKERSGILL: I would think that that would be pretty late. I would
think that it should be possible. If the Canadian Pacific Railway does not itself
decide to do it—I do not know, I did not hear Mr. Sinclair, I do not know
whether anyone put that question to him, but if they did not decide and if it was
to be left to the regulatory authority or to the Governor in Council, I would
have thought that we should not leave it as late as October or November. The
sooner the better because, from everybody’s point of view, they could work out
better schedules, better planning, and better promotion as you say, so I would
gather that if all our expectations are realized for 1967, there should not have to
be a great deal of promotion, since the traffic should just be there.

Mr. SHERMAN: Just so long as people know that it is running.

Mr. PIcKERSGILL: Yes, you would obviously have to have some advertising
and some timetables.

Mr. SHERMAN: Thank you.

Mr. ALLMAND: Mr. Pickersgill, one of the major areas of disagreement that
we have encountered in our hearing is whether or not the CPR downgraded its
service first and the falling off of passengers came second, or whether it was vice
versa. Many of the briefs have alleged that the CPR downgraded it and then the
falling off came, but the CPR said the other thing. Now, there are other people
who think that even if the CPR did not downgrade, it did not go forward to
meet the competition. In other words, it just kept the same consist and the
same equipment and therefore comparatively speaking trains have become
downgraded in comparison with the improving air lines and so forth. If the
board was to rule that the “Dominion” was to be put back on, or if any other
trains were ordered to be put back on or to be continued, I would like to know
what sanction the government or the board has to see not only that the train is
put back on but that it maintains proper service; because otherwise if you just
order that a train be put back on you may get, as somebody has called it, 2
“Toonerville Trolley” or something, with two or three cars, and nobody would
want to take it anyway. Is there a sanction available to keep up this type of
service?

Mr. P1cRERSGILL: Well, I would certainly think this, as I said earlier: If the
Canadian Pacific Railway is not prepared to put the train on of its own volition,
and if it is done as a result of governmental action or action by the board, it
would certainly be competent, either to the government or to the board, to
make provision. I do not think that you could perhaps do it at the expense of
the railway, but I think if we decided to do it, it would perhaps be worth doing
it at public expense; to have a proper continuous audit of the operation, to see
how it was being done, by someone who was independent and competent,
because in the light of the suggestions that have been made—and I do not wish
to pass any judgment on them. I must say that my patronage of the “Dominion”
for the last few years has been very poor indeed, so I do not really know
whether it has been downgraded or not, to my personal knowledge, and I do not
know from any secondary knowledge either that I can rely on. I know a lot
of people have said it has and I know the railway has said it was not.
But I would think that if the government feels it is important enough to have it
ordered back on, then we should also take any steps that are open to us to see
that it is operated in a manner that gives the public an adequate chance to use it-
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Mr. ALLMAND: I have one other question. Some of the briefs have suggested
that the Railway Act should be amended so that if a railway, the CPR for
€xample, wishes, that they could be obliged to come to the board to have a
Service removed, not just to have the line removed. Has the government ever
given any consideration to that?

Mr. PIcKERSGILL: To changing the rules? In a way yes and in a way no. I
th-ink, perhaps if you look at what was in the bill that was before the last
Session of the last Parliament, in the section on passenger service it was
approached in a rather different way, but in a way that would have had much
the same effect. In other words, the government was proposing to pay a subsidy
to the railways, on a diminishing scale, for the maintenance of the passenger
service, so that there could be an orderly withdrawal of the service that was
Not, in fact, being patronized, and so that other services that did seem to be
required but that could not be made to pay, would be provided at the expense
of the exchequer. That is one way of doing it; another way I suppose is simply
to say to the railways, “This is an obligation you have for the advantage of
Tunning a railway and whether you make money or not you cannot end the
Service unless you get a court order from the Board of Transport Commis-
Sloners”.

Mr. ALLMAND: I think you misunderstood; I meant is there an amendment
Contemplated which would oblige the railway to come and apply first before
abandoning a service?

Mr. PICKERSGILL: Well they do before they can abandon the line, do they
not?

Mr. ALLMAND: Yes, but I mean the services on the line.

Mr. PICKERSGILL: For any service? Well, I do not know. It is certainly
Something that could be considered. In any event, you see, the reverse is
available. I mean if they do abandon the service an interested party can apply
for a hearing, and they have always got it, have they not?

Mr. OLsON: There are some difficulties at times.
Mr. PICKERSGILL: Yes.

Mr. CARTER: As we travelled out west, in my opinion anyway, there seemed
f‘O be a great fear among the people of the west that the elimination of the
Dominion” was only a prelude to the elimination at some time in the future of
the “Canadian”, and that the whole argument that applies to the “Dominion” is
Now applying to the “Canadian”. Some of them pointed out that the “Canadian”
Service has already started to be downgraded by various factors, one being the
Morale of the employees on the train. They are disheartened and they see no
future; they do not give the normal standard of service that they used to give
When they had pride in their train and so forth. Then they said there was
d_Oanrading in the maintenance of these engines; that there was greater loss of
time and breakdowns due to a lower quality of maintenance, and they listed
Various factors. As we listened to Me. Sinclair, he based his whole argument on
this that it is a misallocation of resources to keep the “Dominion’” running. If
this process continues whereby the “Canadian” service becomes no longer
Acceptable, then the same argument will apply; there will not be sufficient
24409—T1
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passengers to keep it running. I think the question that bothers all of us is how
can this sort of thing be prevented? Is it possible for a government to lay down
certain standards of service which a railway must maintain; certain minimum
standards which must be maintained and anything below this would not bé
considered acceptable? Has the government considered anything along those
lines?

Mr. PickerSGILL: I do not think there is any question that Parliament
would have the power to do that. I would not doubt that for a minute. Oné
would have to consider very carefully whether, if we were not prepared to pay
any deficit—with the Canadian National, of course, where we do pay the deficit,
as you know, Mr. Carter, we provide a service across Cabot Strait and the
government prescribes what the service will be and it has added steadily to th_e
number of vessels—a new one started in operation on Sunday—and the deficit 15
paid by the government. But whether, under our economic arrangements that
now exist, having regard to these things, we should require a so-called privaté
company to provide a service without regard to whether it is remunerative OF
not without any provision for picking up the tab is a big question that I woul
not like to express an offhand view on just at the moment.

I am familiar with the argument that is used, that the Canadian Pacific
Railway was very well treated many years ago and that therefore it incurred 2
perpetual obligation, regardless of whether it made profit or not, and of course
think every public utility does, because it is given a franchise, have certaid
obligations to the public that, let us say, a textile mill or a grocery store, do€s
not necessarily have. But just how far they go and where you draw the line is 2
question that I really do not think I can give a categorical answer to. No roy
commission has ever recommended this. The MacPherson’s Commission recom~
mended the exact opposite. It reached the view that passenger service, with 2
few exceptions, was not a paying proposition for the railways and that a Vefy
substantial annual payment on a decreasing basis should be made to the rail-
ways so that they could phase out the services that were not used, that were
not paying, and have only those that would pay. As I say, up to now that ha$
been as far as this—there have been many suggestions that the public shoul
go it?

Mr. CARTER: What bothers me, and I suppose other members of the
Committee, is that Mr. Sinclair keeps assuring us that the “Canadian” will keeP
on running and that there is no thought of eliminating it and as far as we know
it could go on forever. But yet you can see the same factors inexorabl-X
producing the same effects on the “Canadian” as they did on the “Dominiol
and, economically, it must produce the same results. And merely requiring bY
order the CPR to operate a train, or a passenger service, unless that service 15
acceptable, then there is no point—they are just keeping within the letter of the
law, but if it is not acceptable to the people then nobody will use it. I thi
what we are trying to grapple with to try to—find some device, some way ©
at least minimizing that effect and perhaps preventing it altogether.

Mr. PICKERSGILL: You may think that I am very rash to volunteer a vieW’
but I find it hard to contemplate the prospect of the Canadian Pacific Rall,’
way having no transcontinental train as far ahead as I think it ?
prudent for anybody to look in these matters where the technological change 1
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S0 great. I mean it may be because I am getting to be an old man, and because I
Was brought up on the prairies where the train was, in a way, a link with the
World, and I have travelled so often over that Canadian Pacific line it seems to
be a part of Canadian life. It really is quile hard for me to think there is going
to be a day come when there will not be a train that you can get on in the
Windsor station or in the Union station in Toronto and go to Vancouver on the

PR. You may think it is rather romantic nonsense, but if there are no
Passengers on it it does not make much sense. I do not think this is likely to

Ppen very soon, and I do not think it is likely to happen very soon even if the
train is not very profitable, because for the CPR one transcontinental passenger
train is a relatively small part of its total transportation business.

M. Pascoe: Well, Mr. Chairman, with the Minister here I think we should
Speak our minds quite clearly. We were sent out to the west to assess the
OPinions and reactions of the people out there. We heard a great many briefs—I

now there were 14 from my own city and we sat morning, afternoon and
&vening—and I think if we are honest we will admit that most of the briefs
Complained about—well they said that taking off the “Dominion” and just

aving the “Canadian” did not provide adequate rail passenger service in the
West,

Mr. PICKERSGILL: And it is particularly true in Saskatchewan, I think.
Mr. Pascok: Yes, I think so.
Mr. PICKERSGILL: Because of their timetable with other trains.

Mr. Pascoe: Mr. Pickersgill, you said that any recommendations from the

Committee would receive great attention from the government. I think, Mr.

hairman, it is incumbent upon us to prepare an interim report as soon as we
Possibly can, after tonight if possible.

There is just one point that I think we should emphasize. I am not
Completely impressed with Mr. Sinclair’s statement that it would take four or
Ve months to get the “Dominion” back in service. He stated this afternoon that
the CPR were watching very carefully the experiment of the CNR in regard to
Passenger service and indicated that if this proves successful—he did not say so
but he indicated this—they would jump back in there, too. I take it from that
that they would be back quite soon.

One other point these briefs emphasized, in my opinion anywav, was
he social and economic impact upon communities when they lose adequate rail
Service. I think they emphasized, and they convinced me, that financial returns
Should not be the sole criterion for passenger service. Proceedings No. 12, which
Was a hearing in Moose Jaw, came out just today and to emphasize what I
Yegard as the social and economic impact on a community losing passenger
Service, may I quote: With the removal of the “Dominion”, and particularly
When you take into consideration the hours at which the “Canadian’ passes
ough Moose Jaw, it is fair to say that Moose Jaw at the present time has a
Completely inadequate rail service. The “Canadian” goes through—and I have
aken it quite a few times—coming east at 2.56 in the morning. You do not know
Whether to go to bed or not, and it goes through about five o’clock, going west.

~ Following up the social and economic impact, this brief says: “with the
limination of air service into the city, and with a considerable reduction of
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train passenger services, it is increasingly difficult to encourage new industry
and business to locate in this city.” Then the brief goes on to talk about the
great developments in oil and potash and it says that Moose Jaw has no
benefited to any great extent by this and it says, “a significant factor in this
regard is the inadequate passenger service available to business people par-
ticularly.

That is the only point I really wanted to stress, Mr. Chairman and MI-
Pickersgill. T think we should consider these economic and social impacts
dislocation of jobs et cetera, and not just merely the financial returns. If I can
just repeat, I think it is the duty of this Committee to present an interim report
as soon as possible.

I want to repeat what I tried to emphasize. I think Mr. Sinclair indicated
this afternoon that if the CNR proved that getting out and advertising passen<
ger service, really going after the business, was successful, the CPR, if it want
to get back in—and he indicated that it would want to get back in if this was
successful—could do it quite rapidly. As I say I was not too much impressed bz
the fact that he said it would take four or five months to get the “Dominion
back in service.

Mr. Rock: Mr. Chairman and Mr. Pickersgill, does the C.N.R. require you*
approval whenever they intend to make large capital expenditures, or they
were going to fulfill a contract with an option to buy, such as they announce
lately about the deal they are going to have with United Aircraft. Do they neé
your approval?

Mr. PicRERSGILL: Well, the capital budget of the Canadian National Rail”
ways has to be approved both by me—or at least recommended—and *t e
Minister of Finance, and approved by the whole cabinet.

e (9.10 p.m.)
Mr. Rock: Yes, you means the budget itself?
Mr. PICKERSGILL: Yes.

Mr. Rock: Yes, but in between this kind of thing—

Mr. PICKERSGILL: Well, any item of that magnitude alters the budget. The
capital budget has to be approved. That does not mean we decide how mal
pencils they are going to buy, but any major capital expenditure, even 'chough
it may not require any actual cash advances from the government, and they ¢
not all. In the case of Air Canada a large part of their purchases were made %%
of their reserve, but they all require—both Air Canada and the Canadia?
National Railways—the approval of government.

Mr. Rock: Now I understand that an order in council will be Pass,ed
regarding the service. I also understand that the Board of Transport CommiS;
sioners have ruled that the C.P.R. should keep the equipment until centenni?
year. I believe the C.P.R. have assured us that if, during centennial year, ther®
is an excess of passengers they will extend the “Canadian”. In other woOr ,s’
they are looking forward to more passengers for the “Canadian” and *
necessary they will extend the “Canadian” and possibly have one train folloW
the other. Therefore, they are doing their best to look after the passengers wh
may wish to use that service during centennial year. Today we were told also
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that it would take two months or more to put this service on. Because of the
advertising and everything else that would be involved it is too late to try to
bring the “Dominion” back this summer. I cannot see how an interim report at
this time suggesting that the “Dominion” be placed back in service immediately,
and kept on until centennial year, would do any good except in one place,
hamely, Moose Jaw, because of the hours, in other words, this two o’clock in the
morning and five o’clock in the morning. The accusation of downgrading the
line is something to weigh, but I cannot see how the cabinet could arrive at any
decision and pass an order in council forcing them in any way to bring back the
“Dominion” now or in centennial year when they intend to provide, on the
schedule of the “Canadian”, for any increase in traffic.

Mr. PickERsGILL: Well, I do not know that I ought really to attempt to
€xpress any opinion on what the Committee ought to do. That is for the
members of the Committee to decide. I would assume that the Committee would
not wish to make recommendations that were not practical. We are all practical
People, and I would rather hope that you would be a little reticent at trying to
direct, or seeming to want to direct, the cabinet about the decision that it has
under the statute to make with respect to the appeal itself. But that certainly
Would not, in my view, inhibit you from making any more general recommen-
dations about the “Dominion” or about any other aspect of service, I must say I
have a tremendous amount of sympathy for these people in Saskatchewan,
because quite frankly I do not like getting up in the middle of the night to take
a train any better than anybody else does; and I can see that those people who
are lucky enough to live on parts of the Canadian Pacific line where the train
travels both ways in the daytime, even if it does not stop in very many places,
have what I would call a better service than they have across Saskatchewan,
bart of Alberta and part of Manitoba.

It may be that a better approach to this whole problem would be to try to
fill in those gaps. )

Mr. Rock: By rescheduling.

Mr. P1cKERSGILL: No, you could not do it by rescheduling; you simply have
to have some day service in the areas where the “Canadian” ran at night. I do
Not know how practical this would be, but I just say that it does seem to
Mme—well just look at it from the point of view that Mr. Pascoe suggested, of the
Social and economic consequences of it, taking those into account this would

ave a certain amount of appeal, at first blush, to me.

Mr. SALTSMAN: In the brief presented to us by the province of Alberta in
Darticular, considerable concern was expressed both in the brief and I think in
e questioning that ensued regarding the way the Board of Transport Com-
Missioners arrived at their decision. They pointed out that, whereas the railroad
€an come to the board with qualified experts and very capable people to defend
eir point of view and express their point of view, the brief expressed the
OPinion that the public interest perhaps was not as well represented, or the
Other point of view was not as well represented.

Mr. P1ckERSGILL: Did you say th\at was from the government of Alberta?
Mr. SALTsMAN: Pardon? 2

Mr. PickERSGILL: Did you say that was from the government of Alberta?
Mr. SALTsMAN: I believe it was from the government of Alberta.
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Mr. PICKERSGILL: If there is one body in the whole of Canada that has had
the advantage of an expert here in Ottawa over a long period of years I would
have said it was the government of Alberta. I would be surprised if they were
to express view, and it was probably just undue modesty on the part of their
representative, that the railways or anyone else could have any expert greater
than theirs.

Mr. SaLTsMAN: I think it makes the brief even more significant in view of
the fact that view was expressed by I think someone we all consider an expert
who has done a great deal of work in this field; but the field is so complicated
and the amount of work required for a presentation of this type is so elaborate
that the view was expressed that some consideration should be given to the
opposite point of view, having more representation in terms of economists and
accountants, and things of this type.

- Mr. PIcKERSGILL: What you are suggesting is that perhaps there should be
some kind of public—something like a counsel in a legal case. Some kind of
experts available to appellants.

Mr. SALTSMAN: You pointed out earlier in the questioning that impartial
experts or consulting experts were very difficult to obtain in these times, and
the question I would like to put to you is whether the government would
consider the establishment of a group of these experts to be available to the
government and to people who have to make representation before the Board of
Transport Commissioners so that they would feel that their point of view was
adequately expressed and the point of view of the railroad was adequately
investigated, and their figures were adequately investigated.

Mr. PrckersSGILL: Well, I do not like to be categorical about this, but I do
see some quite considerable difficulties in it. In the first place, who would you
say was to be given, so to speak, the right to have these people? Where would
you draw the line? There will not be, perhaps, continuous appeals. What would
they do for a living in between times? I would have thought, on balance, it
would be much better, if they are not adequate at the present time, and I am
not wishing to be critical of the Board of Transport Commissioners or their
employees, but if they are not adequate at the present time, I would have
thought that this could have been accomplished perhaps better by strengthening
their own body of experts; because after all, however impressive the CPR’S
experts may be, or the experts of any other carrier, it is the business of the
board, entrusted to it by Parliament, to make an independent judgment and t0
make it on its own basis and not to be unduly impressed by any of the peoplé
who appear before it.

In this particular field I would have thought it would have been better t0
strengthen the expert staff of the board, who would be continuously employed-_
do not say it is a bad idea in itself, but I am not sure it is very practical; that 15
the only thing.

Mr. SALTSMAN: While recognizing the difficulties that the Minister has$
pointed out, perhaps the other should be considered; that the technical staff O
the board be increased.

Mr. PICRERSGILL: Well, I think there is no question that we are going 0
make far greater demands on the Board of Transport Commissioners, unless this
idea that I am toying with is carried out, that we establish a Na'uolflé11
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Transportation Commission, in which case it would simply be that commission
instead of the Board of Transport Commissioners; but I do not think we have
nearly enough expertise for the tremendous problems we have to face. It is not
just the railways. I think in the field of air trafic the problems are even greater
and more complex, because the changes in technology are so much more rapid
in some ways. We do not envisage rebuilding the railways fundamentally, but I
said yesterday in Montreal that when we build the $17 million terminal we are
now starting in Vancouver we would have finished cycle of building big
airports, big air terminals in Canada. That was what was in my speech when
I started to make it, and I remembered what I had heard the day before
In Dorval and last week in Malton, that those two huge airports are
now too small. And when I think about dealing with these planes that are
going to be unloading 200 passegners and, not very far ahead, 450
passengers, and I envisage all the complex changes you have to make to do that
thing efficiently and to try to do it as economically as possible, I just say we
have not anything like the expertise we need in this field.

Mr. SALTSMAN: Mr. Chairman, I have just one further question. I would
like to refer to the line of questioning that was taken a little earlier regarding
the future policy of the discontinuance of transcontinental trains. Our experi-
ence during our trip out west was that many people were annoyed, because of
the way the Dominion was discontinued on the decision of the railroad itself.
Adequate representation could not be made at the time; they had to prepare
their briefs very quickly and for this reason they felt that they could have done
a better job had they had more time, or had the railroad had to go to the board
Prior to making an announcement of discontinuance. I think it would be very
useful if something could be worked out to assure the people in the west that at
least as far as the Canadian is concerned no discontinuance of that service will
take place the way the Dominion was discontinued. Could you comment on
that, sir? )

Mr. PICKERSGILL: Well, certainly if the Committee came to the conclusion
that that kind of recommendation was a suitable one to make I must say I
would be very much impressed by it.

Mr. FawceTT: I was presuming you would be acquainted with the authority
and the functions of the Board of Transport Commissioners under the statutes
as now set up. My first question is this: Would you say that the board had
properly exercised its authority with respect to the quality of passenger trains,
and has it been a policy leading body, or would you say it has been too passive
in this respect?

Mr. PicKERSGILL: Well, I recognize the question, Mr. Fawcett, but I do not
think I know the answer. I think it would be very difficult for me to say that I
did not think the Board of Transport Commissioners was doing properly the
duty entrusted to it by Parliament, because if I did I should try to get rid of
them. Whether they have interpreted the statute the way Parliament intended
them to, I think each member of Parliament has as much right to an opinion on
that matter as the other. Personally, I feel that the board has some very
Competent members and an exceedingly conscientious chairman who, I am sure,
is trying to carry out his duties as Parliament intended them to be carried out. I
would not, since they are a court of record, be more disposed to criticize them
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than I would feel very happy if the Chief Commissioner decided to criticize the
way I carried on as the Minister of Transport. I think that is for you people and
Parliament and for the electors to do. Parliament sets up the Board of
Transport Commissioners and it did not set me up as their critic. I do not think
I should assume that role.

Mr. FAwWCETT: Well, I was curious to know just what their authority was, if
it went that far or if it should go that far?

Mr. PickiERsGILL: Well, I think, you know, that laymen like you and me,
should be very hesitant about interpreting statutes. As a matter of fact, you are
a practical railroader. I know that; I have heard you make a few observations
in the House, and one can tell that right off. I think, perhaps, I would respect
your opinion about railways maybe more than you would mine.

Mr. FawcerT: I appreciate those remarks, Mr. Pickersgill, but another
question, too: The C.N.R. are instituting this new United Aircraft—

Mr. PICKERSGILL: Yes.

Mr. FAWCETT: —train. Now, this will have a very large element of govern-
ment subsidization.

Mr. PICKERSGILL: I hope not; I sincerely hope not. That is not the way it
was represented to me. The C.N.R. are of the opinion that this is going to be 2
money-making proposition. I hope they are right.

Mr. FaAwceTT: I would feel that it would be too, because it certainly—

Mr. PicKERSGILL: This is a very imaginative thing, and if it works out 1
think it will be a lot better way to travel between Toronto and Montreal than
driving in cars driven by a lot of my friends.

Mr. FAWCETT: Well, this subsidization seems to be fairly common. I think
we all noticed not too long ago where the government of Ontario and Metro
Toronto jumped into the commuter service with Canadian National. Now I am
thinking of the part of western Ontario that the C.P.R. serves in particulal
where there are quite a number of large cities. Do you not think there ar€
possibilities, or do you not think that something should be done perhaps in this
regard to give these people this service?

Mr. PickersGiLL: Well, I do not think it is exactly comparable, becausé
when all is said and done what the government of Ontario is doing in tha
commuter service, which I now understand is going to be extended in Hamilton-
It was originally to be from Burlington to Oshawa, as I remember it.
understand they did a very careful costing of the relative costs of underwritipg
that train and building the extra lanes of highway that they would otherwisé
have to build. It represented a net economy for the treasury of Ontario; so tha
in doing this, if they are right—and all these things are calculations before yo'
do them—if they are right they are saving the taxpayers in Ottawa, North Bay
and Sudbury money instead of the reverse. But to subsidize passenger traffic OB
a part of the main line of the CPR—it is true that there are a lot of very bif
places on the main line of the CPR, but there are an awful lot of places that aré
not on it, and what you are saying then is that the people of Edmonton, the
people of Saskatoon, the people on most of the main line of the CN in norther?
Ontario, and the people everywhere east of Montreal, and the people in the whole
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of southern Ontario, the taxpayers there, should be expected to pay taxes to
provide service to a relatively limited number of the Canadian people on one
particular railway line. Now, it is true it is a very long line, and it is quite a lot
of people, but you see the people you are taking it from and the people you are
giving it to are quite different in the one case from the other.

Mr. FAWCETT: I can see that, but I think we are all concerned with the fact
that there appears to be such a very poor service, particularly through the
southern part of the prairie provinces. I think it was mentioned before that the
times the trains operate through these various places are very inconvenient to
start with.

Mr. PICKERSGILL: Well, you see Mr. Bell and I might feel that it was really
rather more important to have the subsidy to provide rather better services to
the Atlantic provinces and that, of course, would be a parochial view that Mr.
Bell, and I would never take. Mr. Bell wants the “Canadian” to go to the
Atlantic provinces.

Mr. BELL (Saint-John-Albert): Mention was made out west at one stage of
the fact that a certain group demanded a particular type of special service, and
someone said “how about the rowboat service at Bonavista-Twillingate?”

Mr. PICKERSGILL: You have never been on the Bonavista branch have you?

Mr. FawceTT: I just have one more question to ask of the Minister. What
do you think the possibilities are for a sort of integrated over-all transportation
policy where there would be some kind of control so that all these different
types of transportation could be integrated and there would be more conveni-
ence for all concerned.

Mr. PIckERSGILL: Well, I think there is nothing rally, no aspect of the
Canadian economy, that is more important than this one. I have been trying to
say this in half a dozen places lately. There is no country in the world, at any
rate no large country, where transportation costs are a higher fraction of total
costs than they are in Canada. If we are going to compete with other countries
in the world, if we are going to maintain our high standards of living, I think
we just cannot afford to be wasteful about transportation, and that is why I
think you just cannot look at this question of passenger service on the prairies
without loking at air service at the same time. There is no doubt in my mind
that in many places, if you provide an air service and a rail passenger service
you will starve them both, but if you provide only one there may be enough
traffic to keep it going. It is surely better to have one good service than two
lousy services that are losing money, and that is a very simple kind of explana-
tion. To my mind the integration of transport is really more important than
the one Mr. Hellyer is doing.

Mr. FawceTT: I think this is another point that was made very clear to us.
Connections do not seem to jibe, there are all sorts of things that need to be
corrected in order to have a better transportation service.

Mr. PickersGILL: I kind of feel that about flying to Ottawa often, you know.

Mr. OLsoN: I have just one question, Mr. Chairman. I thin the Minister said
he would be a little bit unhappy if the Committee made recommendations that
Were difficult to achieve.
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Mr. PICKERSGILL: Oh, no.

Mr. OLsoN: Well, I took it that you would think that the Committee would
have the responsibility of including in the consideration of their recommenda-
tions a practical way of achieving them. Now, our terms of reference do not
include making an assessment of the CPR’s inventory of equipment, and I was
just wondering if you would have any resistance—that is not the right word
either because after all, as you have said, the Committee are master of what
they are going to recommend. Suppose we find that there is a need for another
train during the summer, do you not think that we should put that in our
findings, notwithstanding the practical problems of getting it established?

Mr. PICRERSGILL: Yes, well, by a recommendation that was not practical,
Mr. Olson, all I meant to say was that if Mr. Sinclair was right in his
“Dominion” really could not be put back into service in two weeks, I would
hate to see the Committee stick out its neck and say it should be put into
service in two weeks. That is all I meant by “practical”.

Mr. Oruson: But there is a difference between that it should be put on or
that we demand that it be put on, and stating that we find that there is a need
for it.

Mr. PickersGILL: Yes, I quite agree. I do not think I am all-wise in
these matters and, indeed, I am really looking for guidance in a lot of these
fields, because they are not easy, and I am sure the members of the Committee
have found that out. When you go into these things they are a lot more
complicated than they look when you are just a consumer of service. I do not
want to inhibit the Committee, or to do anything that appears to be trying to
inhibit the Committee’s judgment in any way. The only things is—that is not
quite true—I did express the hope that you would not actually try to tell the
cabinet exactly how it was to deal with the appeal. With that one exception—

Mr. SALTSMAN: I have a very short question for the Minister. It has been
brought to the Minister’s attention that almost everywhere we went out west
representations, were made to the Committee for a national co-ordinated
transportation policy and I was wondering whether the Minister wished to
comment on that, or if his department had plans for such a policy.

Mr. PICKERSGILL: Well, this is a very awkard question for me, because I
have not gone to the cabinet and asked them if they are in favour of this, and if
I say that I am in favour of it and then I get knocked down in the cabinet, all of
you are going to have a field day when I bring my legislation in. I think
perhaps you know where my heart is in this matter.

Mr. DEACHMAN: I have just one last question, Mr. Chairman. Mr. Pick-
ersgill, is it conceivable to you that this country will just not need a train like
the “Dominion” running in 1967, at the peak of the centennial celebrations? Is it
conceivable to you that we could say that we could really do without this thing
now and lead ourselves into a situation in which we find it rusting away on the
sidelines somewhere?

Mr. PrckeRsGILL: Well, I do not think I am going to answer that question int
that “have you stopped beating your wife” form? I will say that I think wWé
should either say the train should be brought into operation in 1967, unless the



June 7, 1966 TRANSPORT AND COMMUNICATIONS 1357

CPR beats us to it, or we should tell them to sell the junk and forget about it. I
cannot see any conceivable point in going on very much longer saying we must
keep this equipment in storage in case we might need it in 1967. I feel that in
the next two or three months somebody should decide quite definitely whether
that train is going to be put on or not and either put it on or tell them to forget
about it for good.

® (9.30 p.m.)

Mr. DEaACHMAN: Well, sir, the people of the west, or the people of British
Columbia, are going to be pretty mad at this parliament and pretty mad at the
CPR if we make a wrong decision about that train for 1967, because they want
to come east.

The CHAIRMAN: The people of where, did you say?

Mr. DEAcHMAN: The people of British Columbia. You were speaking of the
people of Vancouver and they are all going to fly.

The CHAIRMAN: Well, that ends the questioning, gentlemen. I would like to
thank the Minister for taking time out and coming here this evening. The
Minister will be back shortly with us again on the estimates. It was our intention
to start the estimates next Tuesday. However, I am informed that if we want to
start them on Thursday we may begin them on Thursday.

Mr. P1ckERSGILL: I would like to enter this caveat that I had planned to be
away on Thursday, and I have come to the conclusion that I cannot very well
carry out the engagement I had and I expect to be here. Part of the reason I am
staying here is that I do not want to miss the cabinet meeting, and it would not
be very convenient for me if you want me to start the estimates if I had to do it
in the morning; but if you can get permission to sit on Thursday afternoon to
start the estimates it would be quite convenient for me to come then and start
them I hope, having done that, perhaps if Mr. Byrne were here and the officials
were here, and you saved up the hard questions for me at the end, you would
not perhaps necessarily require me to be here the whole time.

The CHAIRMAN: I was thinking along that line. If that meets with the
approval of the Committee we can call a meeting and try to get permission from
the House to sit Thursday afternoon, just for the purpose of an opening
statement by the Minister.

: Mr. OLsoN: Perhaps we should meet on Thursday morning to finalize the
Interim report.

The CHAIRMAN: Well, there is a subcommittee meeting right after the
Question period on Thursday.

Mr. PickeERSGILL: Well I just thought that if there was the possibility, I
have been watching the progress in the House and I do think that it would be
Very desirable if it was possible to get some of the estimates out of some of
these committees and back into the House fairly soon, because we have a fairly
limited number'of departments available in the House.

. The CHAIRMAN: Suppose we start them on Friday morning; how would that
e?
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Mr. P1cKERSGILL: That would be fine with me.

The CHAIRMAN: On Friday morning we will meet to hear the opening
statement by the Minister on the estimates. Shall we meet at 9.30?

We will sit from 9.30 to 11.00, then. I do not think the opening statement
will take none than an hour and a half.

Mr. PIcKERSGILL: No.

Mr. BELL (Saint John-Albert): Are we proceeding on the assumption that it
is impossible on Thursday?

The CHAIRMAN: Well, tomorrow there are a great number going to Mont-
real for the Expo and I understand some will be staying over until Thursday
morning; this is my fear.

Mr. P1cKERSGILL: What about Thursday afternoon.

The CHAIRMAN: Thursday afternoon between four and six would be fine if
we can get the permission of the House to sit.

I will arrange that. It has been moved by Mr. Sherman, seconded by Mr.
Allmand that we ask the permission of the House to sit Thursday afternoon.

All in favour?
Motion agreed to.

Now before we leave I do want to bring to the attention of the members
that if we are going to suspend our hearings until such time as the estimates are
through, I have had correspondence and telephone discussions with Mr. Bur-
wash who is the director of the economic and accounting branch of the Board of
Transport Commissioners. Mr. Burwash sent a leter dated June 1, 1966:

Dear Mr. Macaluso:

In accordance with a previous exchange of correspondence with the
secretary of this board, I have been prepared to appear before your
Committee on the matter of cost analysis re the “Dominion”. This is to
advise you that I expect to be away at a board hearing during most of
the week of June 6.

I had planned to have with me before the Committee Mr. A. V.
Harris, partner in the firm of Riddell, Stead, Graham and Hutchison,
Montreal. Ridsted have for many years been retained under an order in
council as outside accounting consultants, and they played a major role
in developing the uniform classification of accounts prescribed by the
board for Canadian railways. A knowledge of this background would, 1
believe, be useful to the Committee.

Both Mr. Harris and I would appreciate as much notice as possible if
and when the Committee wishes us to appear.

I answered that letter on June 3, that we would give as much notice as W€
possibly can in this regard and would be contacting him some time next week to
advise him of a date after the Committee meets on Tuesday, June 7.
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Then I received a further letter dated June 2 from Mr. Burwash:
Dear Mr. Macaluso:

Further to my letter of yesterday, it has occurred to me that some of
the material which I have prepared in order to assist the Committee may
be useful to you at this time, as noted in the press, you are preparing an
interim report prior to completing your hearings.

The material which I am enclosing contains numbered sheets de-
signed for my own reference if I were questioned along the lines
indicated by the headings, i.e.: No. 2, testing the reasonableness of the
“Dominion” cost estimates. No. 2A, reducing the “Dominion” loss by
curtailing service. No. 3, disallowances made by the Board in the
“Dominion” case. No. 4, cost and revenues of the “Dominion” on a daily
basis for 10 operating units. No. 4(a), inter-city travel trends 1949-1964.
No. 9, railway cost accounting in Canada, a general non-technical expla-
nation. No. 9A, attachments re depreciation costs in abandonment ap-
plications, and Chief Commissioner’s letter to railway presidents re
Board organization for costing. No. 11, memorandum re Professor Berge’s
suggestion on avoidable costs.

The missing numbers represent other materials such as annual
reports, to which I might refer during a hearing. I have also enclosed
four unnumbered sheets: (1) Names of Board witnesses. (2) Definition of
“effective demand”. (3) Variable cost disallowances made by the
MacPherson Commission. (4) Memorandum regarding figures which
were wrongly presented in the Manitoba brief during the Committee’s
Winnipeg sitting. Yours very truly, Malcolm Burwash.

I think it would be of use to the Committee, that, instead of having these
all printed and distributed, I would like to get a motion to have these all
Printed as an appendix to our Minutes of Proceedings and Evidence, and then
We would have them and be prepared for Mr. Burwash when he comes before
this Committee, and also it would be wise if I advised Mr. Burwash we may be
Teady for him, say, within a week, probably after next week, and assuming
the estimates are finished next week we can call him the following week.

It is moved by Mr. Fawcett and seconded by Mr. Bell that the documents
Sent to us by Mr. Burwash be printed as an appendix to our minutes and
Proceedings.

Motion agreed to.

~ That is all the business I have at the present time; therefore we will
adjourn until Thursday afternoon, and we will see how things go in the House
S0 far as getting permission is concerned.
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Considerable misunderstanding of the costing techniques used by Canadian
Pacific has been apparent during the Committee’s hearings. This appears to
have arisen out of a misconception of railway costing and of the techniques used
for that purpose. A review of some points should clarify the matter and be of
assistance.

Adjustment of the variable cost of grain by the MacPherson Royal Commission

References were made to the fact that the MacPherson Royal Commission
reduced the short-fall of revenue on variable costs for export grain from $17
million to $2 million, and statements were made that this reduction was
attributable to the costing methods used by Canadian Pacific.

It should be known that the reduction in the variable cost of export grain
Mmade by the MacPherson Royal Commission was not due to the costing methods
Used by Canadian Pacific. The major reduction was due to the adoption of a
different concept by the Commission regarding solely related branch lines and to
the use of a different rate for cost of money.

Both Canadian Pacific and Canadian National had included in the variable
cost of moving export grain the cost of solely related branch lines. The
MacPherson Royal Commission disassociated these branch line costs from grain
entirely and therefore reduced the cost of moving grain by the amounts
applicable to the solely related branch lines, and dealt with branch lines in
another way. At Page 63, Volume I of its report the MacPherson Royal
Commission refers to this matter as follows:

In the first place, the railways included in variable cost maintenance
costs attributable to the maintenance of miles of track said to be ‘solely
related’ to grain. We were impressed, during our hearings, with evidence
which indicated that many of these lines are in fact carrying very light
traffic. We have said above that we consider the existence of light density
lines of importance in the group of problems facing Canadian shippers
and railways. Recommendations to meet this problem have been made. In
our present considerations we have, therefore, removed this expense
from the costs applicable to the carriage of export grain. (emphasis
added)

The recommendations referred to above in respect of light density lines are
dealt with on page 62, Volume I as follows:

We, therefore, recommend that, under the administration of the
Board of Transport Commissioners for Canada, an annual grant of $13
million be made available to provide compensation for losses actually
incurred in the operation of lines which the railways are prepared to
abandon, but which shall be continued for a period of time to be
determined by the Board. In Volume II of the Report we will make
recommendations on the procedures to be followed in the application of
this grant.

It is seen clearly from its report that the MacPherson Royal Commission
Tecommended the payment of a specific amount to compensate the railway for

losses actually incurred on uneconomic branch lines and that it wished to keep
24409—8
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the payments in this regard entirely separate from payments recommended in
respect of the movement of export grain.

Both railways included in the cost of grain traffic an item termed “cost of
money” which was developed on the basis of the cost of debt and equity capital
supported in evidence presented before the Commission. The Commission con-
cluded that the cost of money for grain should not be different from that which
the railways could earn on rail investment generally under the permissive level
of earnings allowed by the Board of Transport Commissioners, and accordingly
reduced the variable cost of grain by an amount equal to the difference between
cost of money based on the rate of 6.5 per cent as used by the railways and the
rate of 3.74 per cent as indicated by the permissive level of earnings allowed by
the Board.

The adjustments for branch lines and for cost of money above discussed
accounted for over $13 million of the reduction. The other reductions which
were relatively minor were due to such matters as the number of box car days,
average weight of train, and multiple car cuts in switching.

Railway costing was a matter of major interest to the MacPherson Royal
Commission and therefore it is appropriate to record here its comments on the
methods used by the railways. At Page 54, Volume I of its report the
Commission stated:

The railways presented studies intended to show the costs associated
with the movement of grain and grain products from Western Canada 10
export positions. The techniques developed are, in our opinion, significant
contributions to the science and art of solving the very complex an
vexatious problem of transportation costing. The techniques used tO
achieve the results ars not unique to railway costing, although the result$
are of necessity couched in terms of the railway accounts. We are aware
that the studies are not solely applicable to the movement of grail
but have utility also in costing other movements.

At pages 18 and 19, Volume II, it also said:

The development of costing techniques is particularly vital for
railways, and we have been impressed by the degree of sophistication
already displayed. The submissions made to this Commission on the cost$
associated with the movement of grain and grain products from Wester?
Canada to export positions is evidence that the science and art of cost
finding have made significant strides.

Multiple Regression Analysis
At Page 187, Volume 4, of transcript we said:

that none of the experts that came forward, no matter who they were
appearing for, disagreed with the application of regressive analysis in
appropriate joint cost problems

At Page 534, Volume 8 of transcript, Mr. Fawcett in questioning the
representatives of the National Farmers’ Union said:

But would you go this far, and I will ask one of the two geni:lemen
on the other side, would you go this far as to say that this regressio?
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analysis system is merely a cost accounting system to get away from the
old cumbersome way of cost accounting and that actually, it is
for the convenience of organizations that are involved in a very large
business. It is a cost accounting set up for convenience mainly, would
you agree with that?

Mr. KIEFERLE: Most certainly, I would.

It is clear that there is a lot of misunderstanding regarding the use of the
Mmultiple regresssion analysis technique in railway costing and, most particular-
Y, in the costing of passenger train service. The general misconception is that,
as suggested by Mr. Fawcett and others, the multiple regression analysis is a
Cost accounting system while in effect it is a tool which enables cost analysts to
Separate joint costs which before the development of this technique had to be
apportioned on some arbitrary formula. In discussions of the multiple regression
analysis, there seemed to be an inference that this technique was used to
dG:Velop practically all railway costs. While the multiple regression analysis is
an excellent technique, it is only used when it is required and needless to say
that it is not being used when the direct method can be applied to arrive at cost.

For example, an analysis of the variable cost of passenger train service for
the year 1965 as reported on page 52, Volume I of transcript indicates that 63.5
Per cent of these costs were developed by the direct method as they are directly
assigned to passenger train service. These include, among others, wages of train
and engine crews, train fuel, passenger car repairs and depreciation, the cost of
Operating sleeping cars and dining and buffet service, etc. The multiple
Tegression analysis was used to develop only 13.2 per cent of the variable costs
Of passenger train service. An analysis of the variable costs of “The Dominion”
for the year 1964 shows that approximately the same percentage of the total
Cost was developed by each costing method.

It is generally agreed by cost experts that the multiple regression analysis

IS an eminently suitable technique to develop the cost for various types of

transporta'cion service where the cost is incurred jointly and accordingly cannot
e assessed to any single type of transportation service. In this regard the
acPherson Royal Commission at page 55, Volume I of its report, said:

For that considerable body of expenses in the Accounts which are
known to be variable with work performed to a greater or lesser degree,
but are not directly assignable, the availability of computers and the
regression techniques give a sound statistical basis for apportionment
amongst various segments of traffic. :

It is undoubtedly because of a lack of familiarity with railway costing that
Suggestions are made that the multiple regression analysis does not produce
Teasonably accurate variable costs and, more particularly, that the variable
Costs of system passenger train service or of “The Dominion” are incorrect

€cause of the use of the multiple regression analysis technique.

Review of the cost of passenger train service by the MacPherson Royal Com-
Mission

A

At Winnipeg, Mr. O’Keefe asked Mr. Mauro if he felt that the Committee

Could accept the passenger train service cost figures since the MacPherson
24409—8%
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Royal Commission had already made a review of the cost of passenger train
service. Mr. Mauro answered that the Commission had performed no costing on
passenger services and that it had only received figures.

Mr. Mauro may have left the impression that the MacPherson Royal
Commission did not review the studies of the cost of passenger train service
submitted by the railways. The MacPherson Royal Commission had in fact
reviewed the cost of passenger train service developed by the railways and at
pages 58 and 59, Volume I of its report, made adjustments to the cost developed
by each railway, and also brought the cost of the two railways to a comparable
basis.

Critique of Professor Stanley Berge

At page 367, Volume 6 of transcript, Mr. Wright, Counsel for the Canadian
Railway Labour Executives Association, read into the record long excerpts from
an article written by Stanley Berge, Professor of Transportation, Northwestern
University School of Business, entitled “Some Suggestions for Modification of
the Interstate Commerce Commission’s Rules Governing the Separation 0
Railroad Freight and Passenger Service Costs.”

This article is one of the numerous articles written by Professor Berge in
the last twenty years in which he criticizes the rules of the Interstate Commerce
Commission for the separation of expenses between freight and passenger
service.

Under the Interstate Commerce Commission rules, the railways first assig?
to passenger service the expenses that are directly or naturally assignable t0
that service and apportion all the other expenses on the basis of statistical
factors or on the basis of the division of expenses which have already beel
directly assigned.

Mr. Wright’s inference in introducing Professor Berge’s article was that the
methods used by Canadian Pacific in developing the variable cost of passengel
train service are the same as those prescribed in the Interstate Commerce
Commission rules, and therefore, the criticism directed against the Interstate
Commerce Commission methods by Professor Berge equally applies to the costs
submitted by Canadian Pacific.

Mr. Wright is obviously misinformed because Canadian Pacific does not usé
the methods prescribed by the Interstate Commerce Commission and criticiz
by Professor Berge or similar methods in passenger train costing.

The theory of Professor Berge is that the principal business of railways 5
the carriage of freight traffic and that passenger service is a by-product. At the
conceptual level, the position of Canadian Pacific does not differ from that ©
Professor Berge. It has been our position for many years that the formuld
prescribed by the Interstate Commerce Commission was entirely inapproprit'flte
for the separation of railway expenses between freight and passenger servicé
and, consequently, produced unrealistic results of passenger service.

Professor Berge’s implementation of his concept, however, is entirt?lY
inadequate. In his articles, he advocated the costing of passenger train service
on an avoidable cost basis and measured avoidable cost as the cost reported bY
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railroads in the United States as solely or directly related to passenger train
Service. His computations ignore the fact that the separation between common
and solely related expenses in the United States proceeds under vague instruc-
tions of the Interstate Commerce Commission so that the reported solely related
€xpenses are only an arbitrary figure.

Contradictions are also found in the information furnished by Professor
Berge as to the determinants of cost. At page 18 of the article referred to above,
Which is printed as an Appendix to the proceedings in Volume 6, page 421, he
says:

All common or joint costs should be charged against the primary
product, which in the case of the U.S. Class I Railroads is undeniably
freight service.

His procedure, therefore, merely assumes away common or joint costs which
have always been and still are the central problem of railway costing. On the
Other hand, one of the changes which he suggests in the separation rules on
Page 423 reads as follows:

Separate common expenses, on the basis of special studies, which are
deemed to be avoidable if passenger and allied services were to be
discontinued.

. Canadian Pacific’s approach to the costing of passenger train service is to
identify the elements of cost which are the direct result of the operation of
Passenger train service. Some of these elements are readily available from the
accounts, which are kept in conformity with the Uniform Classification of
Accounts prescribed by the Board of Transport Commissioners. Examples of
these are the costs of operating sleeping and parlour cars and the cost of dining
and buffet service. For many primary expense accounts, internal records are
kept which segregate the costs which are directly assignable to passenger train
Service. This is done, for example, for wages of train and engine crews which
are recorded by individual passenger trains, and for “train other expenses”
?Vhich are segregated between the cost of cleaning, heating, lighting, lubricating,
lcing and watering, and air conditioning passenger cars, the cost of train
Supplies for passenger trains, and the costs directly related to freight cars and
freight trains. To develop certain elements of cost, special studies are made. An
&xample is yard switching where time studies are made to develop the cost for
Individual passenger trains and for total passenger train service. Where the
€Xpenses are common to both freight service and passenger service, Canadian
acific uses the multiple regression analysis which in the opinion of railroad
Cost analysts here and in the United States is the most advanced and effective
teohnique available to determine variable costs per unit of output.

To sum up, at the conceptual level, Canadian Pacific and Professor Berge

are not far apart. Canadian Pacific’s position is that passenger traffic is a
by-product of the railway plant and should bear no portion of constant cost.
ariable cost is the relevant basis for costing passenger train service. Canadian
acific has gone a long way in the maintenance of detailed records and in the
development of techniques for a determination of the variable cost of passenger
train service consistent with its concept. In contrast, Professor Berge is still
Mmaking vague suggestions of changes in the separation rules. He has not yet
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come up with specific methods which would permit the implementation of his
costing concept with regard to passenger train service.

The variable cost of “The Dominion”

Many people who appeared before your Committee have been critical of
the cost of “The Dominion” submitted by Canadian Pacific to the Board of
Transport Commissioners and have alleged that these costs were overstated.:
These allegations, however, were of a very general nature and none of theseé
was substantiated by facts.

Misinterpretation of cost figures

In the proceedings before the Board of Transport Commissioners in ‘“The
Dominion” case, Canadian Pacific filed Exhibit 4 which shows the revenues and
variable costs of “The Dominion” for the year 1964 as follows:

REVETRIER™: 216 A0S 0 88 G, TGN $11,154,234
Naiohle-Cost Conusissinn's L Rushed, oy 20,828,166

Excess of Variable Cost over Revenue $ 9,673,832

Canadian Pacific also filed Exhibit 5 which shows a projection of revenues
and variable cost of “The Dominion” as operated after September 7, 1965 for 2
full year. The revenues and variable costs of the projection for the full year
were as follows:

S P ot o R o = ' s $ 2,852,100
WVAFIADICHOOSE = rs e o s ar s e s e s e s 7,732,100

Excess of Variable Cost over Revenue §$ 4,880,000

Paragraph 37, page 17 of the Province of Manitoba brief to your Committe€
reads as follows:

The foregoing examples indicate the unacceptability of the cost eV}~
dence submitted. In addition the Board itself, with admitted limitatio?
for critical cost analysis, reduced the C.P.R.’s alleged costs from
million to $6 million and the deficit from $9.6 million to $3 million.

The Board should have rejected completely evidence which indicated
cost exaggerations of 3009 and ordered a proper and full costing of the
Dominion service. Surely the public interest required satisfaction ©
such an important factor before discontinuance was allowed.

The statement in the Province of Manitoba Brief regarding the reduction of
the cost from $20 million to $6 million is a typical illustration of a complete
misunderstanding of cost figures. The amount of $20 million referred to was the
variable cost of “The Dominion” for the year 1964 as reported in Exhibit 4 anr
included the cost of operating trains 4 and 5 between Winnipeg and Vanco‘l‘lVe
during the summer period and the cost of moving head-end traffic on Th ¢
Dominion” for the full year. On the other hand, it is clear from the judgment »
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the Board of Transport Commissioners in “The Dominion” case dated January 7,

1966 that the amount of $6 million represented the estimate made by the Board

staff of the saveable expense as a result of the discontinuance of “The
ominion”, with its reduced consist, as it was operated after September 7, 1965.

The judgment of the Board in this regard, at page 84, reads as follows:

The Board’s staff have made a general study and examination of the
operation of the present train and the expenses claimed by the Company.
They have done so in order to determine the amount of the saveable
expenses, on a ‘bare bones’ basis and excluding cost of money, were the
train discontinued. I am in agreement with their estimate that the
saveable expenses on that basis would be in the neighbour of $6,000,-
000 and the deficit about $3,000,000.

The variable costs submitted by Canadian Pacific for “The Dominion” with
the reduced consist in exhibit 5, including cost of money, was $7.7 million. It is
therefore obvious that Canadian Pacific had not overstated its costs by 300 per
cent as stated in the Province of Manitoba Brief. Furthermore, simple arithme-
tic would disclose the error made by the Province of Manitoba in its brief.
Exhibit 4 filed with the Board of Transport Commissioners in “The Dominion”
Case shows that the revenues of “The Dominion” for the year 1964 were $11.1
million. Therefore, if the variable costs of $20 million had been reduced to $6
million, there would have been a profit of over $5 million instead of a deficit of
$3 million as referred to in the Province of Manitoba Brief.

At page 14 the Brief of the Province of Manitoba reads as follows:

The CPR included as a variable cost an amount totalling $2.7 million
for cost of money. This was based on a factor of 11.4 per cent on the
net investment. The Board has on previous occasions established a cost of
money factor in determining its requirements formula in setting freight
rates. In the case of the CPR this item was fixed at 3.75 per cent, and we
note at page 84 of the judgment the alleged savings under this category
are disallowed.

The factor of 11.4 per cent used by Canadian Pacific for cost of money is
the gross rate of cost of money, including a provision for income tax, whereas
the factor of 3.75 per cent as established by the Board on the basis of the
Tequirements formula is known as the net rate of cost of money, ie. after

eduction of the applicable income tax. This is another case of need for closer
Teading or possibly better understanding of the Board’s judgment.

Road Maintenance

At page 339, Volume 6 of transcript, Mr. Wright contrasted the variable
Cost of road maintenance for “The Dominion” in 1964, amounting to $1,932,000,
With the estimated cost of road maintenance by reason of the movement of
8rain sold to Russia in 1965 which he incorrectly reported as $500,000.

The variable cost of road maintenance of $1.9 million was for the operation
of “The Dominion” during the year 1964 which included for the full year
hEad-end traffic and also for the summer period trains 4 and 5 operated
etween Winnipeg and Vancouver. Mr. Wright inferred that the cost of $1.9
Million was for “The Dominion” with its reduced consist.
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Furthermore, the estimated cost of road maintenance resulting from the
movement of Russian grain was given by Mr. Nepveu in evidence as $1.5
million, not as $500,000 as stated by Mr. Wright. The figure of $1.5 million is
found at page 6585 of transcript in “The Dominion” case.

The gross ton miles of “The Dominion” for the year 1964 were 2.3 billion
whereas the gross ton miles attributable to the movement of grain sold to
Russia in 1965 were estimated to be slightly in excess of 4 billion. It is not
surprising that the variable cost of road maintenance for the operation of ‘“The
Dominion” in 1964 was in excess of the estimated variable cost of road
maintenance for the movement of the Russian grain as it is a well-known fact,
generally recognized by railroad engineers, that the operation of passenger
trains causes relatively larger track maintenance expenses than freight trains.

Studies conducted by Canadian Pacific have indicated that the cost of track
maintenance for a passenger gross ton mile was equivalent to the cost for 2
freight gross ton miles. The greater impact of passenger trains on track expense
is due to the greater speed at which they are operated and also to the higher
standard of track structure required for passenger train operations, such as
better line and surface, super-elevation on curves, etc. Certain cost analysis in
the United States have suggested that the cost of track maintenance for a
passenger gross ton mile was equivalent to the cost for 6 freight gross ton miles
and others have suggested that when freight trains are operated on lines used
for passenger train operation, the higher cost of the wear and tear caused by
freight trains on a line built to passenger train service standard in comparison
with the cost over a line used only for freight trains should be charged to
passenger train service. Canadian Pacific does not agree to either suggestion; it
does not use a factor of 6 to 1 passenger service and it only charges 10
passenger service the variable cost of track maintenance arising from the
operation of passenger trains.

Transferred Cost
At pages 339 and 340, Volume 6 of transcript, Mr. Wright saia:

If they are going to use the diesels that were used on ‘The
Dominion” and put them on the Russian grain contract, how can they
talk about depreciation for those very same locomotives by reason of the
fact that they have taken them off “The Dominion”?

Paragraph 21 of the Brief of the Province of Manitoba at page 9 reads as
follows:

Unless the board’s staff had access to information that was not
tendered in evidence, the statements on this category of costs indicate
that either the C.P.R. will be laying off in excess of 100 men, which
information is important if the Board was to properly assess the impact
on the public generally, or that they cannot have savings of $10,000,000
in the category of labor alone.

Some people seem to have difficulty with regard to the transfer of cost from
one service to another. With regard to the depreciation on diesel locomotives,
there can be no argument that depreciation is a valid cost. So long as the diesel$
were used on “The Dominion”, depreciation on these units was a cost ©
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operating that train. With the discontinuance of “The Dominion” the units were
transferred and used in freight service and depreciation on these units became a
cost of moving freight traffic. Surely it cannot be suggested that depreciation on
units used in freight service continues to be a cost of operating “The Dominion”.
This can perhaps be better understood by looking at it another way as follows:
If the operation of “The Dominion” had to be continued and diesel units from
“The Dominion” had not been available to handle the additional freight which
had to be moved, it would have been necessary to secure additional diesel units.
The cost of depreciation to the Company would then have been the total of the
cost for the units on “The Dominion” and the cost for the additional units in
freight service.

The fallacy in the reasoning in the Province of Manitoba Brief that either
the Canadian Pacific Railway Company will be laying off in excess of 100 men
or that they cannot have savings of $10 million in the category of labour alone
should have been obvious to Mr. Mauro. First the $10 million, assuming that
this figure is accepted for this purpose, would represent the labour included in
the variable cost of operating “The Dominion” in the year 1964, including trains
4 and 5 during the summer period and the head-end traffic for the full year.
The figure of 100 men which was subseguently produced in evidence before the
Board of Transport Commissioners, was the estimate of lay-offs expected as a
result of the discontinuance of “The Dominion” as it was operated from
September 7, 1965, that is, with its reduced consist, no head-end traffic and
without trains 4 and 5. “The Dominion” operated during the year 1964 had
already been reduced through the discontinuance of trains 4 and 5 between
Winnipeg and Vancouver in the summer time, by the transfer of head-end
traffic from “The Dominion” to fast freight trains at the end of June 1965 and
by the elimination of sleeping and dining cars on September 7, 1965. The
transfer of head-end traffic had already resulted in a transfer of personnel to
freight and the reduction in the consist had resulted in few lay-offs as the great
majority of sleeping car and dining car employees during the summer period
were students engaged on a temporary basis only.

Furthermore, the discontinuance of “The Dominion” took place during a
period when there was a substantial increase in freight traffic. As a result, as
soon as the locomotives were released more freight trains were operated, thus
employing more crews and new positions became available in other areas,
enabling the company to offer alternative employment to most of the employees
whose work in passenger service was no longer required.

CONTRACTUAL OBLIGATIONS

At Page 56, Volume I of Transcript, the Company’s brief reads as follows:

What has not been generally understood and what must be empha-
sized in the strongest possible terms is that the passenger train service
programme followed by the Company has been in the best interests of
the people of Canada and in faithful accord with the Company’s obliga-
tion under its contract of 1880, which required the company to:

—thereafter and forever efficiently maintain, work and run the

Canadian Pacific Railway.



1370 TRANSPORT AND COMMUNICATIONS June 7, 1966

At Page 348, Volume 6 of Transcript, the Canadian Railway Labour
Executive Association makes reference to Canadian Pacific’s contractual obliga-
tions as follows:

I say that the Canadian Pacific, in effect, gave a promissory note to
Canada and, with the greatest respect, I put it to you that Parliament
must determine what the value of that note is.

The Contract of 1880 states by Clause 9 the purpose of the grants of money
and land—

for which subsidies the construction of the Canadian Pacific Railway shall
be completed and the same shall be equipped, maintained and operat-
ed,—the said subsidies respectively to be paid and granted as the work of
construction shall proceed, in manner and upon the conditions following—

The conditions then applied were that the payments of money and grants of
land were to be made at so much per mile of completed line in portions not less
than 20 miles in length.

The contract clearly shows that the grants were in aid of construction; as
each 20-mile section was completed land was made available for settlement
which would generate traffic and money was made available to assist construc-
tion of the next 20 miles. There is confirmation of this purpose in the provision
that for the Eastern Section from Callander to Selkirk, where costs of construc-
tion were higher and opportunities of settlement were lower, the money grant
per mile was to be higher and the land grant lower than in the central section,
where for most of the distance the reverse conditions existed.

It is obvious from the quantum and application of the grants that the
parties intended them as a means of getting the railway established as a going
concern. The money was spent in construction, and most of the land was sold t0
settlers for nominal amounts to open up the west.

At Page 323, Volume 6 of transcript the Canadian Railway Labour Ex-
ecutives Association states:

One can understand CPR’s pre-occupation with the necessity of
showing a profit, but one is entitled to ask whether this predilection with
profit has not come to represent CPR’s total concept of its responsibilities
under the 1880 contract.

Canadian Pacific is fully cognizant of its responsibility under the 1880 contract.
The obligation remaining upon the Company after the line was built and
equipped was simply to operate it in perpetuity in accordance with its Act of
Incorporation and the Railway Act.

In the interpretation of contracts the guiding principle is the normal
meaning of the language used by the parties in the document. An interpretatio?
that would lead to an unreasonable result is not to be inferred unless the
intention is clearly stated.

The contract of 1880 was to remain in effect forever, and the parties wer€
well aware from past experience even at that time that revolutionary changes
could occur over future years in transportation as well as all other phases ©
activity. In railways they had already seen a development from horse-drawn
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rail cars to wood-burning steam locomotives and then to larger coal burning
locomotives, each development bringing a tremendous increase in efficiency. It
could not fail to be obvious to them that in a contract effective for all time the
prudent course was to leave open and flexible the services that the company
was to perform provided it operated always up to the current standards of an
efficient railway.

In other words, Canada was being assured of a transportation service by
rail that would be adaptable to change as the needs of the country altered. The
obligation upon the company to change with the times, to adopt new methods
and to eliminate what had ceased to be efficient is basic. The continuous process
of modernizing includes not only the employment of new methods, services and
equipment, but also the pruning off of what has become inefficient and wasteful,
so that at all times the country will receive the service that it needs with the
8reatest expedition at the lowest possible cost. The continued operation of trains
that have so far outlived their need that patronage can only be induced by fares
at less than cost is the very opposite of the requirements of the contract. It is a
waste of manpower and motive power that could otherwise be employed
Productively to the advantage of the country.

Where the rail passenger service has become superfluous and wasteful, in
the interests of maximum productivity, as well as in compliance with the
contract made by this Company with the people of Canada, it should be
eliminated.

At Page 515, Volume 8 of the transcript, the brief of the National Farmers’
Union reads as follows:

It is clear, then, that the construction of a transcontinental railway
system, along with the tariff policy of 1879, was designed to develop a
national industrial economy. In terms of this policy, the CPR was
regarded as a means to and end, not an end in itself. Indeed, the CPR
owes its very existence, among other things, to the deliberate and total
disregard of the market mechanism; a mechanism, we hasten to add,
which would have directed the flow of traffic north and south rather then
east and west.

Yet the officers of the CPR would have us believe that the Company
is like any other corporate business institution in our economy and
should therefore be judged on criteria appropriate to business institu-
tions in a changing capitalist society.

At Page 514, Volume 8 of the transcript, the brief quotes part of the
Preamble to the Act of 1881:

More to the point is the preamble to the Act of 1881 which reads:

Whereas by the terms and conditions of the admission of British
Columbia into Union with the Dominion of Canada, the Government
of the Dominion has assumed the obligation of causing a railway to
be constructed, connecting the seaboard of British Columbia with the
railway system of Canada.

And, of course, the preamble goes on.

The quotation in the brief of the National Farmers’ Union omits the second
Paragraph of the preamble, the most significant passage, which indicates
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Parliament’s decision to turn away from the public ownership concept and to
insist instead upon establishment on a firm footing of a private enterprise
attractive to investors. The second paragraph of the preamble reads as follows:

And whereas the Parliament of Canada has repeatedly declared a
preference for the construction and operation of such Railway by means
of an incorporated Company aided by grants of money and land, rather
than by the Government,—

Thus the national policy as regards the railway was to create a business
enterprise upon a firm foundation. The agreement and the Act of 1881 were
both political and economic. They had a political purpose, based upon sound
economics; the creation of a firmly-established private enterprise that would
unite and develop the country without a continual drain on the public treasury,
which is the history of public ownership of railways both in Canada and
elsewhere.

The whole tenor of the agreement is in accord with this purpose. Plainly the
company was intended to supply a transportation service fitting the needs of the
nation at all times without economic waste and at the lowest possible costs.

At page 523, Volume 8 of the transcript, the brief of the National Farmers’
Union states:

(3) The CPR, by refusing to provide adequate and efficient passen-
ger train service, has violated the terms of the 1880 Contract with the
Dominion Government. The violation of the Contract is, we submit, a
serious offence. The injury to the public is compounded in view of the
tremendous investment the public has made in the construction and
development of the CPR system.

The Parliament of Canada under Section 315 of the Railway Act has
empowered the Board to determine what is adequate and suitable accommoda-
tion in respect of railway service, and neither the National Farmers’ Union nor
anyone else can point to a single instance in which the Company has refused or
failed to provide what the Board judged to be adequate service.

At page 518, Volume 8 of the transcript, the brief of the National Farmers’
Union refers to a provision written into Section 11 of the contract which stated
that:

—should any of such sections consist in a material degree of land not
fairly fit for settlement, the Company shall not be obliged to receive
them as part of such grant.

It must be remembered that the Government had a very definite and useful
purpose to serve by making these land grants to the Company, namely the
opening up and settling of the west, as stated in the preamble to the Act of
1881, ratifying the Contract with Canadian Pacific:“ . . . it is necessary for the
development of the North-West Territory . . . ”” By conveying these lands to the
Company the Government made the Company automatically a partner and ally
in this endeavour. The Government intended the Company to dispose of the
land to settlers, and the Company did so at a rapid rate. Obviously it could not
have fulfilled this purpose if the land in its possession had been unfit for
settlement.

&
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It should also be recalled tht in 1880 the easiest consideration that the
Government could possibly give was a grant of land. The land had no value to
l the Government and supplies of it were virtually limitless.

[ On either side of the railway the Company received the odd-numbered
} sections, the homesteaders the even-numbered ones. Some of the present

holders of the homestead land are probably among the members of the National
Farmers’ Union who are now claiming that a land grant carries with it a
perpetual obligation to the Government, going even beyond the terms of the
grant.

Canadian Pacific was very far from getting its land grants free; it paid for
them by the assumption of tremendous risks and obligations which it undertook
for the assistance of the Government and the building of Canada. It is strange
now to hear some of those whose land was also by Government grants,
contending that Canadian Pacific because of its land grants must maintain
indefinitely for their possible occasional convenience the trains and services
whose need and patronage have long since disappeared.

In discussing the obligations of Canadian Pacific Railway under the contract
of 1880, the brief of the Province of Manitoba states as follows:
At Page 19, para. 43:

The Canadian Pacific Railway Company was thus to be the chosen
instrument of national policy, fulfilling the purposes and obligations of
the Dominion.

At Page 20, para. 44:

The line, privately owned and operated, was to be a national line
built as part of a national policy to fulfill national purposes.

At Page 21, para. 47:

the corporation’s policy in discontinuing passenger services indicates that
the company has assumed that all corporate obligations under the
contract of 1880 have been fulfilled.

At Page 25, para. 50, quoting an extract from a submission of the
Province of Manitoba to the MacPherson Royal Commission, it states:

The province of Manitoba also submits that the Parliament of
Canada when it established the Canadian Pacific Railway Company
envisioned a corporate entity and mot a corporation with a dual purpose
and with the segregation of assets between the rail enterprise and the
various subsidiary enterprises.

parliament had mo intention that the company might exercise its
additional powers as ends in themselves or for purposes divorced from
the objective for which the company was originally formed.

(S

At Page 26, para. 52:

Pursuant to this rationale we are witnessing what is in effect an
internal “spin-off”’ of corporate assets from rail to non-rail enterprise.

L
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Canadian Pacific agrees that its line was built as part of a national policy to
fulfill national purposes and, accordingly, that it has a responsibility to provide
a transportation service in Canada to meet the effective demand of the public.
As stated at Page 60, Volume 1 of Transcript:

Over the years the Company has met and is continuing to meet its
obligations to the people of Canada. In this country as perhaps in few
other countries in the world the existence of a sound transportation
service is vital to the economy of the country and it is suggested that no
other country has had its demands for rail transportation supplied more
efficiently than has Canada by Canadian Pacific.

The Company is conscious of its responsibilities to the people of
Canada as a transportation company and also as a Canadian corporation.

Canadian Pacific cannot find, however, anywhere in the text of the mean-
ing of the 1880 contract, or in the national policy that it implements, any
requirement to perpetuate railway services that have lost their usefulness. Such
a requirement would be the very opposite of what Parliament intended when it
declared a preference for the construction and operation of the railway by
means of an incorporated company, rather than by Government.

Canadian Pacific acknowledges without hesitation that it has an obligation
to provide railway services that are required as the effective demand may exist
and change from time to time, but it most strongly believes that no resources in
Canada, whether they are of Canadian Pacific or of the taxpayers should be
expended upon operations which changing conditions have made redundant.
Such expenditures waste the nation’s wealth and its manpower.

The crux of the issue is whether the company is by contract required to
waste scarce resources. To suggest that the signors of the contract had such
intention is, on its face, absurd.

The brief of Manitoba and some other briefs presented to the Committee
had endeavoured to paint a picture of Canadian Pacific as a ruthless corporation
ignoring the obligations of its contract and arbitrarily cutting off service to the
public at its own discretion. The true facts are far removed from this; the
contract has always been most carefully observed, and the Railway Act leaves
no discretion with the railway to act in an arbitrary manner even if it desired
to do so. Parliament has cautiously preserved the rights of the public, and in
our submission the policy and actions of the company have been entirely in
accord with the purpose of Parliament and with the best interests of Canada-

NON-RAIL INCOME

At page 559, Volume 9 of transcript, the Brief of the Province of British
Columbia reads as follows:

We agree that other rail services, such as freight services ought nf)t
to bear the cost of maintaining a passenger service which is required 1
the public interest. We remain unconvinced that the cost of such service
should not be borne by the non-rail income. It is the view of the
Government of British Columbia, that if the service is required in the
public interest, it ought to be paid out of the non-rail income.

=




(S

June 7, 1966 TRANSPORT AND COMMUNICATIONS 1375

Others who have appeared before your Committee have suggested that the
passenger train service deficit be paid out of non-rail income. However, Counsel
for British Columbia later in his presentation realizing, as others have done, the
undesirable economic consequences backed away from the suggestion.

The inclusion of non-rail income to offset rail costs received the careful
attention of numerous Boards of Transport Commissioners and Royal Com-
missions appointed to study railway transportation in Canada.

Some examples:

In the Eastern Tolls Case (1916) 22 C.R.C. 4, the Chief Commissionner, Sir
Henry L. Drayton, K.C., of Ontario, said at page 26 in regard to the Canadian
Pacific Railway Company and its outside investments:

Some shippers have claimed that, with the Canadian Pacific still
making a proper and sufficient return, no increase in rates can be
justified.

As it occurs to me, the mere fact that the Canadian Pacific, as a
result in part, as it may be, of its steamship operations, pays a good
return to its shareholders, raises no argument one way or the other as to
the reasonableness of freight rates in a given territory in which that
company operates.

At page 19 of the Judgment of the Board of Transport Commissioners in
the 21% Case, Chief Commissioner J. A. Cross, of Regina, after referring to the
Other Income of Canadian Pacific, said:

If the income from profitable outside investments is to be used to
reduce what would otherwise be just and reasonable rates, then it may
well be argued that if net losses were made in any such undertakings the
users of the railway transportation services might be called upon to pay
higher rates to recoup such losses. This would be a highly undesirable
situation. X

It seems to me that neither the profits nor the losses on other outside
investments should be taken into account in fixing just and reasonable
transportation rates.

The propriety of segregating railway and non-railway assets, revenues and
income was one of the terms of reference on pages 5 and 6 of the Royal
Commission on Transportation appointed in December, 1948, of which Mr.
Justice Turgeon of Saskatchewan was the Chairman. It read as:follows:

(d) Review the present-day accounting methods and statistical procedure
of railways in Canada, and report upon the advisability of adopting,
(or otherwise), measures conducive to uniformity in such matters,
and upon other related problems such as depreciation accounting,
the segregation of assets, revenues and other incomes, etc., as between
railway and non-railway items.

The Commission recommended at page 218 of its report that the Railway
Act be amended so that the Board of Transport Commissioners shall:

(a) Be empowered and directed to prescribe as soon as practicable a
uniform classification and system of accounts and reports for rail
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items for the Canadian National and Canadian Pacific railways.
Such classification and system of accounts and reports to distinguish
clearly between rail and non-rail items.

The determination as to whether non-rail income should be taken into
account in establishing railway freight rates was also one of the directives to
the Royal Commission on Transportation chaired by Mr. M. A. MacPherson,
again of Regina.

In its discussion of other assets and income the Commission said at page 72,
Volume II, of its report:

Regardless of the profitability of other assets, what would be the
effect of using them and the income associated with them in determining
the level of rail freight rates? In practice, how much difference would
it make?

Dealing with the first question, that of principle, we are guided
by those objectives of efficient resource allocation which we have set out
for the National Transportation Policy. This means that all modes of
transport shall be given a fair chance to find their proper place within
an increasingly competitive system. The use of other assets in establish-
ing rail rates would distort the competitive environment and for this
reason alone would cause us to recommend that other assets not be
considered.

With regard to the fact that some of the non-rail assets are the results of
national grants, the Commission at page 74 had this to say:

It is that the non-rail assets are, at least in part, the results of
national grants made to the railway companies over the years to encour-
age the building of the railways. If this is so, it is claimed that it is only
right that the profits should be used to assist in the transport of goods
in the nation—or at least in that part of the nation where the grants were
made. We can find no evidence that either the donor or receiver con-
templated such action. Grants were made to get the railways built.

At page 75 the Commission stated its conclusions as follows:

Therefore, on principle, and on all the implications of the principle,
and for reasons associated with the objectives of National Transportation
Policy, we do not recommend that assets and earnings of railway com-
panies in businesses and investments other than railways be taken into
account in setting freight rates.

The level of freight rates, of course, was not a subject matter in the pro-
ceedings before your Committee. It was proposed, however, that the passengerl
train service deficits be paid out of non-rail income so that these deficits may
not be borne by the freight traffic. It is obvious that the results of this proposal
would be the same as the results of proposals made before the Board an
various Commissions that the non-rail income be taken into account in deter-
mining the level of freight rates. The conclusions reached by the Board an
the various Commissions regarding the impropriety of taking into accoul
non-rail assets and earnings, therefore, equally apply to the passenger train
service deficit.

|
¢
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Other Investments

When he appeared before your Committee at Winnipeg on May 13, Mr.
Mauro said that the Crow’s Nest Agreement gave Canadian Pacific 11 million
dollars in grants and Consolidated Mining and Smelting Company.

Mr. Mauro did not give the source of the figure of $11 million, but that
figure is wrong. Canadian Pacific received cash subsidies from the Government
of Canada amounting to $3,404,720 under the Crow’s Nest Agreement and it
received from the Province of British Columbia land grants, the net proceeds
of which on sale were $1,834,498, for the construction of the Crow’s Nest Pass
Branch.

Confusion also arises in the minds of many concerning the grants made to
Canadian Pacific under its contract with the Government of Canada dated
October 21, 1880, for the building of the main line and the Crow’s Nest Agree-
ment. There is no connection whatsoever between the land grants received by
Canadian Pacific in exchange for its obligation to build the main line and the
Crow’s Nest Agreement. The land grants for the main line antedate the Crow’s
Nest Agreement by some 17 years and none of the lands received under the
contract for the building of the main line were in southern British Columbia.

Mr. Mauro’s statement that the Crow’s Nest Agreement gave Canadian
Pacific Consolidated Mining and Smelting Company is wrong. The interest of
Canadian Pacific in Consolidated Mining and Smelting was in no way con-
nected with grants for the construction of the Crow’s Nest Line. Canadian
Pacific’s interest in Consolidated Mining and Smelting had its beginning as a
speculative investment acquired originally by purchase and added to by pur-
chase of stock from time to time incfuding purchases in 1966.

Officers of Canadian Pacific, acting on its behalf, by Agreement dated
February 11, 1898, purchased from: F. August Heinze of Butte, Montana, the
Properties of British Columbia Smelting and Refining Company at Trail Creek
for $200,000. Canadian Pacific then appointed a manager who carried on the
business under the name Canadian Smelting Works on its behalf. The only
additional capital put in by Canacdian Pacific up to 1905 was $5,000. Canadian
Pacific received no income from this investment up to 1905. In 1905 the man-
ager of Canadian Smelting Works, acting in connection with a syndicate, com-
Pleted negotiations for acquisition on behalf of Canadian Pacific of 46.8 per
cent of the shares of St. Eugene Consolidated Mining Company, Limited, 42.7
Per cent of the shares of Centre Star Mining Co. Ltd., 25.1 per cent of the
shares of War Eagle Development and Mining Company, Limited, and all the
;hares of Rossland Power Company. The price for these acquisitions was

825,000.

For the purpose of amalgamating these undertakings, a company called
Canadian Consolidated Mines, Limited, was incorporated by Federal Charter,
January 9, 1906. On February 14, 1906, the name was changed to The Consoli-
dated Mining and Smelting Company of Canada, Limited (hereafter called
Cominco). Shortly thereafter Canadian Smelting Works was sold to Cominco
for 7,500 shares of its capital stock. For the holdings acquired in other com-

Panies in 1905 previously referred to, Canadian Pacific received 18,014 shares
24409—9
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of Cominco. This resulted in Canadian Pacific holding initially 25,514 shares
or 54.3 per cent of the Capital Stock of Cominco.

Until 1916 the acquisition costing $825,000 was financed by a bank loan
secured by part of this stock, and dividends received on Cominco stock were
largely applied toward interest and principal of the bank loan. Certain shares
were sold from time to time and the proceeds applied toward the bank loan.
Likewise, additional shares were purchased and the bank loan increased by
the cost thereof. The bank loan was finally closed out in 1916 by cash paid by
Canadian Pacific. Thereafter Canadian Pacific bought and sold Cominco stock
from time to time. In 1916 Canadian Pacific exchanged its holdings of Com-
mon Stock of West Kootenay Power and Light Company, Limited, which had
been purchased in 1912, for shares of Cominco. In 1919 Canadian Pacific sub-
scribed to $2,698,400 of convertible bonds which were converted to stock in
1925. Canadian Pacific subscribed to additional stock offered to shareholders
in 1930, and received further shares as stock dividends in 1931 and 1933.

Against the fortunate outcome of the investment in Cominco, Canadian
Pacific made other speculative investments which were not successful. For
example, $492,500 was expended in 1928 to purchase 500,000 of 5% per cer{t
Debentures of Canada Power and Paper Corporation. Within a few years this
company was bankrupt and Canadian Pacific received only $75,000 in reorgan-
ization securities which when they were sold nineteen years later realized
$298,700. Some of the railway investments of Canadian Pacific have had an
unfortunate end also. An example is investments in Spokane International
Railway Company totalling more than $4,500,000 made from 1916 to 1933
which were completely wiped out by bankruptcy in 1933.

At Page 569, Volume 9, of transcript, Mr. C. W. Brazier, representing the
Province of British Columbia, made reference to the so-called Esquimalt and
Nanaimo land grant in the following exchange with Mr. Andras:—

Mr. Andras: To sum up, Mr. Brazier, the untold bounty which the
CPR received from this province, consisted of many things over and
above the federal grant which was given to entice the Canadian Pacific
Railway principals to put the railway through. The provincial grant$
over and above that are of very considerable value.

Mr. Brazier: The E. & N. being the principal one.

The so-called E. & N. land grant was conveyed to the E. & N. Railway Com-
pany as an aid in construction of the line from Esquimalt to Nanaimo (32-9
miles) under the E. & N. Statute of 1884. It was not until 1905 that Canadian
Pacific purchased from the Dunsmuir interests the capital stock of the E. & N-
Railway Company.

The stock purchase involved acquisition of the railway property and land
separately.
Canadian Pacific did not receive the E. & N. timber lands as a grant. If
bought the lands through purchasing the stock of a company which had held
the lands for many years and which was anxious to dispose of them. Any other

investor could have purchased E. & N. lands, and some did before the purchasé
by Canadian Pacific in 1905.

€
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THE CANADIAN

In speaking of The Canadian, at page 15, volume I of the transcript,
Mr. Crump said:

We reduced the transcontinental running time very markedly; some-
thing like 16 hours was taken off the time between Montreal and Van-
couver by the institution of this train. The equipment which is now
operating on The Canadian, I believe, from my personal knowledge, is
as good as any equipment operating anywhere in the world.

On page 8 of the brief of the City of Medicine Hat, the following statement
appears:

The Canadian, as we know it, is the only transcontinental passenger
train left on the CPR and, therefore, it is very important to Canada as a
whole that this prime railway service be promoted and upgraded.

It should be strongly emphasized that Canadian Pacific has no intention of
Permitting a deterioration of “The Canadian”. The policy of maintaining this
train to a high standard will be continued and care is being taken to ensure that
the employees on this train serving the travelling public do so with enthusiasm
and efficiency.

The on-time operation of passenger trains across Canada in the winter
months is at best difficult and, over the years, passenger train performance has
suffered on this account. The extreme severity of last winter for extended periods
Seriously affected the performance of “The Canadian”. Operating conditions
in the mountains are subject to disruptions by snowslides in winter, rock slides
at various times of the year and washouts because of heavy rains or sudden
changes in temperature. When washouts occur, they can disrupt operations for
days on end. The Committee had one example of the disruptions caused by wash-
outs on their Western trip. These are acts of God beyond the control of the
Company. :

All railway operations are subject to disruptions on account of fortuitious
Circumstances, such as failures of equipment and, unfortunately, on rare
Occasions, failures of men. These also disrupt service and the Committee, also
had evidence of some of these unfortunate results. All railway and transportation
agencies are subject to these unfortunate circumstances beyond their control
and struggle to minimize their impact and results.

As a matter of policy, the necessity for “The Canadian” being operated
on time is continually being stressed with the responsible officers.

The Committee may be aware that the Board of Transport Commissioners
requested the railways to maintain a record of available or unsold space on its
transcontinental trains for each trip in both directions during the Easter period
of April 1st to 15th, 1966, as well as a record of requests for sleeping car space
during that period, which the railway was unable to fill. The data for Canadian
Pacific was duly filed and no doubt is available for examination by the Com-
mittee. The reports of vacant sleeping car space of “The Canadian” showed
that a wide variety of space was available on “The Canadian” to patrons across
the country during this period. The data submitted showed that there were

only two instances when space was not available for the date requested but,
24409—9'%
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in 46 cases, the passengers did not wish to utilize the alternative space which
was available.

When one considers the heavy travel period of Easter and that the report
covered the entire passenger requirements between Montreal and Vancouver
certainly “The Canadian” more than fully filled the passenger requirements
for the Easter period.

Now let us look at May which has just passed. Westward ex Sudbury,
only 68.8 per cent of the berths on the train were occupied and only 39.8 per
cent of the coach seats. In the eastward direction ex Vancouver during the
same period, only 55.7 per cent of the berths and 26.9 per cent of the coach
seats were occupied.

At the direction of the Board, records of occupancy or unsold space in
sleeping cars and coaches, as well as unfilled requests for space are being
maintained for the four months, June through September 1966.

In order to ensure that the reservation system in effect on Canadian Pacific
is operated efficiently and to a standard adequate to meet the needs of the
travelling public, a study team composed of research, passenger and telecom-
munications officers is presently making a further review of the mechanics
of our reservation system in light of comments and complaints made to this
Committee.

At pages 604-606, Volume 9 of Transcript, retired locomotive engineel;
Mr. G. MacKenzie now at Vancouver, expressed his views in regard to pass
privileges of employees and pensioners on “The Canadian”. The discussion
with Mr. MacKenzie does not make it clear that employees and pensioners aré
entitled to make a reservation of any kind on “The Canadian” as far 11
advance of travel date as they wish upon payment of half fare. As there is 2
possibility that Mr. MacKenzie does not clearly understand this feature: a
Company officer has been in touch with him and explained the privilege to him-

With regard to suggestions made to the Committee by various employe®
representatives regarding free transportation, it should be pointed out that
over the years, Railway Union representatives in wage determination have
strongly opposed the crediting of any allowances for passes, and passes have
always been specified by the Company as a privilege and never considere
as a part of a railway employee’s remuneration. Canadian Pacific knows of n0
organization outside of transportation that grants its employees even a 9
per cent discount.

At page 522, Volume 8, of transcript, the National Farmers’ Union prief
reads as follows:—

It is a fact that the CPR did not properly merchandise its passengeé’

train service: it is a fact that the Company was reluctant to introducé
a faresaver plan, and when it did so, provided a plan which does not
compare favorably with that of the CNR; it is a fact that the Compan¥y
did not give its faresaver plan, for what it is worth, a fair and adequate
trial.

These suggestions are not facts. Canadian Pacific introduced its Fa\resa‘{er
Plan on October 27, 1963, on the same date that Canadian National adopted its
Red, White and Blue Plan for transcontinental service (previously the CN

€
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!1ad experimented with Red, White and Blue fares in the Maritimes commenc-
Ing in May, 1962). The Faresaver Plan compared very favorably with the
Red, White and Blue Plan. The two plans were not exactly the same; indeed
on some days Canadian Pacific fares were slightly lower than those of Canadian
National.

The Faresaver Plan was introduced with a major merchandising effort.
Appropriate newspaper advertisements were carried across Canada. Special
Pamphlets were printed and given wide distribution throughout transportation
agencies, i.e., travel agencies, tour promoters, etc.

After the first 10 months of the Faresaver Plan, which included periods of
heavy traffic volume, i.e., Christmas, Easter and the Summer months, it was
_found that while the plan attracted a greater number of passengers, the increase
In train miles required to handle the additional traffic contributed to an in-
Crease in cost in excess of the additional revenue provided.

In addition, wage rates and other costs continued their upward spiral. As
a result, the passenger train deficit for 1964 amounted to $26 million compared
With $24.7 million for the year 1963. The unsatisfactory results of the first 10
Mmonths led to the decision to increase fares on September 1, 1964, above the
level of fares adopted in October, 1963, but still considerably below the fares
Which were in effect prior to that date between many points.

With a view to attaining the most productive level of fares in various
areas, further adjustments were introduced effective August 1, 1965, and the
Tesults of these further experiments are presently being evaluated.

In a number of the submissions made to the Committee in Western Canada
reference was made to increases in Canadian Pacific passenger fares. The Com-
Pany has raised fares; it has had to raise fares in its effort to maintain and op-
€rate a viable passenger service, in the light of massive increases in material
Prices and labour costs. Undoubtedly some of these fare increases look to be
Substantial. This is because in 1963, in the unsuccessful Faresaver experiment,
Some fares were slashed anywhere from 35 percent to 50 percent.

Let us look at the fare between Revelstoke and Vancouver. In 1960 the
One-way coach fare was $14.45. After Faresaver in 1963, it was slashed to
$7.70, except on Fridays and Sundays. In 1965, it was raised to $13.75, except
On Fridays and Sundays. Here, therefore, the 1966 fare is lower than it was
In 1960 and yet people complained to your Committee.

Other examples could be given that do not show such a startling result.
N some cases fares are now higher than they were in 1960. For example, be-
tween Calgary and Edmonton. In 1960, the one-way fare was $7.40. After

aresaver in 1963 it went down to $4.50 and the present fare is $9.70. The
fare is still lower than the cost of driving a car between Edmonton and Calgary,
IS lower than the air-bus fare of Pacific Western Airlines and is higher than
the bus fare and higher than the circuitous Canadian National route fare. It
18 still a transportation bargain.

Fares including sleeping car accommodation have also gone up but the
Mmethod of establishing these fares has changed. Included in the sleeping car
fare today is the provision for meals. Sleeping car accommodation on trains
Prevents high density utilization of cars and therefore the impact of increased
Costs, such as wages, has a greater unit effect. Few people recognize that a
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compartment on drawing room on a train has the same relation to other ac-
commodation as a suite in a first class hotel, and it is only realistic to price
them accordingly. Suites and drawing rooms are for the fortunate few.

The lower berth fare between Calgary and Vancouver is $34.50 Included in
this is $20.00 for transportation which leaves $14.50 as the passenger’s payment
for the berth space and two meals. If an allowance is made for the value of the
meals, the cost to the passenger is still less than the price of a medium pric
hotel room.

With the Committee’s knowledge of D.B.S. statistics in respect of food
prices, I do not think we need comment on the increases in that field.

Canadian Pacific is not wedded to any fare level and, within the regulatory
authority which fixes maximum fares, it will continue to adjust fares in the
light of costs and other factors.

At page 53, Volume I, of transcript, the Company’s brief reads:—

It is apparent that we will continue to operate “The Canadian” for
years to come.

At page 559, Volume 9, of transcript, in the brief submitted by Mr. C. w.
Brazier on behalf of the Province of British Columbia, he states:—

We derive very little comfort from the (foregoing) statement.

The previous assurances given by officers of Canadian Pacific in regard to
the future of “The Canadian” should be re-emphasized. It has been drawn t0
the attention of all Operating and Traffic Officers of the Company that Mr.
Crump has advised this Committee that:—

I expect to see “The Canadian” running for many, many pages. (Pageé
39, Volume 1).

The Dominion

At page 4 of the Brief submitted by Alderman Mark Dantzer on behalf
of the City of Winnipeg, the following statement appears:
The withdrawal of the train (“The Dominion”) was preceded by
a long down-grading procedure.

Other parties in Western Canada have also suggested during these proceed‘
ings that the Company has down-graded “The Dominion” with a view to
discouraging patronage.

This is absolutely wrong; the passengers deserted “The Dominion” longé
before its consist was reduced or its service curtailed. In order to set the recor?
straight in this matter, we must begin in the mid-1950’s. In 1955, “The Canadian»
with its new stainless steel equipment, was placed in service and, at the samé
time, the consist of “The Dominion’”’ was greatly improved. In addition to 'fhe
best of the standard Tuscan Red cars, the following new stainless steel equiP~

ment, identical to that being used on ‘The Canadian’, was added to “Th€
Dominion” consist:

Park Dome car at the tail end of the train equipped with lounge and bar
facilities

Chateau cars equipped with a variety of sleeping accommodation
Manor cars equipped with a variety of sleeping accommodation
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Deluxe diners

Skyline Dome cars equipped with bar and lounge facilities for coach
and tourist passengers

Deluxe coaches

The introduction of this new equipment was accompanied by a major merchan-
dising effort on a continuing basis.

These concerted efforts contained the previous decline in patronage on
“The Dominion” for the next two years, but in 1958 there began a resumption
of the decline. In 1959 and 1960 the patronage was even lower than in 1958.
However, it was not until the Fall of 1960, two years and nine months after
this decline commenced, that the sleeping and dining car service was modified.
In other words, in addition to ‘The Canadian’ during 1958, 1959 and most of
1960, “The Dominion” was being operated for the full year with a full comple-
ment of sleeping and dining car equipment.

The level of traffic being handled during the Winter of 1959-1960 was
such that there was on board the train on the average only three to five
passengers for each ‘on train’ employee. Patronage at that time consisted of
approximately 509 daycoach passengers, and, of course, daycoach service was
retained after 1960. In several months during that Winter (1959-1960) on
some days total sleeping car passengers on the train leaving Winnipeg for the
West numbered three and four (one per sleeping car).

It will be seen from the foregoing that, although full sleeping and dining
car service was provided and the service was extensively merchandised, the
travelling public did not need, and, therefore, did not want “The Dominion”.
In view of these extremely light carryings and the availability of space on
‘The Canadian’, the Company was obliged to curtail the sleeping and dining
car accommodation provided on “The Dominion” in the Winter months com-
mencing in September, 1960. At the time this curtailment took place, there
was little or no objection to the service modification, because, in fact, the train
was not being used as a transcontinental train.

It is obvious from the foregoing that the allegation that.Canadian Pacific
downgraded “The Dominion”, which had the effect of driving people away,
cannot be supported and is entirely without foundation.

For the five and one-half years since 1960, “The Dominion” was operated
with a full sleeping car consist in the summer time with overnight sleeping
service between Montreal and Toronto-Sudbury and between Fort William
and Winnipeg in the Winter time. However, technological developments in the
handling of head-end mail and express traffic necessitated that this traffic
be removed from “The Dominion” in June, 1965. The extremely light carryings
of this train due to the availability of other modes of travel coupled with the
necessity for removing the head-end traffic resulted in the decision that its
continuation was unnecessary and unjustifiable.

At page 50, Volume I, the company’s brief makes the following reference
to the effect on communities of discor\tinuance of rail passenger services:

< Because of protests made at times that serious economic and social
disabilities would inevitably follow for the communities concerned if
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passenger train services were decreased or discontinued, the Company
has carefully watched the results in large numbers of such communities,
and in no instance has it come to its attention that the economic or
social development of a community had been impaired by the reductions
made in rail passeng<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>