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(May 1, 1935) |
Canada’s Railways
By How. R. J. MAﬁ,mN, M.D.

PresweNtT JAMES :—Gentlemen, I had prepared what
I regarded as an extremely nice introduction for the guest
of honor today. On the other hand, T have promised hitr
definitely a full forty minutes. I, therefore call upon Dr.
Manion to speak on, “Canada’s Railways.”

Dr. Mawion:— Mr. President, gentlemen, I should
like at once to thank the Canadian Club of Toronto for
this encore appearance, so to speak, because [ am coming
back to this very fine institution to address you on the
same subject, but T shall deal with a very different aspect
today and T shall waste no time in preliminaries except
perhaps to say I always come to Toronto vErit.h a great deal
of pleasure as my second home, Fort William being my
first.

The question T am going to deal with is the railway
problem, as it is no doubt Canada’s greatest problem, con-
sidering even such a serious problem as unfamployment.
The aspect with which I shall deal is the question of amal-
gamation, or unification or joint management and opera-
tion. Call it what you will, it is the same thing. In the
first place, I, on behalf of the government. on a number of
occasions — I think four times in the last four months —
have stated that we were opposed to amalgamation and 1
have consequently been accused from friendly and some
unfriendly sources of merely taking that attitude because
of political exigencies. May I point out at once that the
question is so vital to the Domimion of Canada that 1
could not take that attitude for political purposes. In a
national question of this kind we should ignore politics
and take what is the best view for our country as a whole.
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May I make another point? T am not replying here to-
day to .. W. Beatty. He has been making a number of
speeches,- I do not think it would be dignified for us to
travel to and fro across the country in a sort of oratorical
Derby. He is a dear friend of mine, for whose opinions
generally T have the utmost respect, but from whose opin-
ions on this particular question I differ very distinctly
No man knows more about railways. Mr. Beatty is a rail-
way man. Mr. Beatty on that subject would have ten
times the authority I have. But this is not a railway ques-
tion. This is a national question of public policy -which, I
submit, I am just as capable of judging as Mr. Beatty, or
anybody else. I say that withott disrespect. Let me out-
line a few principles for purposes of background. In the
first place, this is not a question of public ownership or
private ownership. We have public ownership in Hydro
and the Canadian National -Railways, We will never
again, I believe, any of us, go in for unlimited public own-
ership, but neither do any of us believe in uncontrolled
private ownership. Our railway problem is mainly the
result of blunders in the past—three blunders particularly.
First, in the early years of this century, we built two
transcontinental railways in addition to the C.P.R., which
was a transcontinental railway, in that way doing an in-
justice to the C.P.R. That was the first blunder. Second-
ly, in 1910 and 1920, we made anether blunder when we
took over the Grand Trunk and Canadian Northern, to-
gether with their bonded indebtelness amounting to some-
thing like $400,000,000, instead of allowing these two rail-
ways to go into liguidation. To have done so would have
been no great crime, because practically every railway in
the United States has been there. Qur third great blunder
was between 1922 and 1930 when we permitted a great
showman—1I say this with no disrespect to a man who had
many very excellent qualities but he knew nothing of the
value of money, which he squandered to the extent of hun-
dreds of millions on capital expenditures, and he cost this
cotmtry $15,000,000 to $250,000,000 per annum on- waste
of operation of the Canadian National Railways. These
were the three great blunders that gave us the railway
prohlem, ' '
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We have made other blunders. We are a young people.
So do older people blundet. The Welland Ship Canal cost
$130,000,000 and it only permits upper lake boats to come
into another lake. The war was Europe’s blunder. It was
the most tragic blunder made by the older civilization. I
mention it to show that other countries make blunders,
even more tragic. I say with all due respect even business
men make blunders. The pulp and paper fiasco is one of
the best examples of & really tragic blunder on their part.
The people who started building the other transcontinental
— Charles Hayes of the Grand Trunk and Mackenzie
and Mamn of the Canadian Northern—were railway men.
Most of us in this room have some bonds which we hold
at very low valuation. :

But do you want to make any more blunders? If we
don’t then do we not want to know the facts about the
railway question? T think so. Therefore, I will give you
a few facts, so you will have the background. In the first
place, what do we mean by a solution of the railway prob-
lem? We mean some procedure by which, instead of you
and me as taxpayers paying $50,000,000 or $60,000,000
interest to bondholders, the Canadian National Railways
will earn it and pay it themselves.

That has nothing to do with the government interest.
In The Globe this morning I noticed a letter from Ottawa
telling of a deficit of $85,000,000. That includes govern-
ment interest. 1 ignore that as it is not a cash expendi-
ture. The cash need is $57,000,000 which is payable to
the bondholders in the United States, Britain and to a
few in Canada. That is a distinct cash payment which
we have to make. Might T add this: the solution of the
railway problem would be the only justification for the
amalgamation of the two roads — unification, joint man-
agement, what you will. Amalgamation would be - justified
only on the ground that you would solve that problem.
We do not want amalgamation just to please some person.
We want it-if it is the solution of the problem. If it is—
if I were sure or had any conception that it was the solu-
tion 1 would unhestitantingly support it.

I do not support it because I do not think it is the
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solution and T shall endeavor to give my reasons. 1 do
not speak without some knowledge and experience. I have
been a member of -the House for 18 years and Minister
of Railways for five years. Therefore, uniess I am a com-
plete dunce, T should have some knowledge of the ques-
tion. I am in good company because a Royal Cormmission,
appointed on the suggestion of Sir Tenry Thornton and
endorsed by Mr. Beatty, went into the whole question.
That Commission was headed by Mr. Justice Duff, the
head of Canada’s Supreme Court, and included Lord Ash-
field of Britain, Mr. Loree, president of the Delaware and
Hudson Railway, and Sir Joseph Flavelle, big business
nan of Toronto, and three other Canadians of wide exper-
ience—a very fine Royal Commission which went into the
question and reported unanimously against amalgamation.
Soneone, a person from the United States who visited us
for a week and solved the railway problem, has suggested
that we appoint another Royal Commmission. The Drayton-
Acworth Commission reported against it also in 1917.
What are the arguments for-amalgamation? The chief
argument is that it would save $75,000,000. You read- it
every now and then. One Montreal paper said I was a
fathead because I did not want to save $75,000,000 for
the people of Canada. Everyone knows we need it. Where
did that $75,000,000 story originate? It arose in 1932,
three years and three months ago, before the Royal Com-
mission I mentioned. It was proposed by the C.P.R.
officers who favored amalgamation and who said that if
you would amalgamate the two roads—and get this clear
——then on the basis of 1930 revenues, in five year’s time
they thought they could save $75,000,000 per. annum to
the people of this country—on the basis of 1930 revenues
remember. The 1930 gross revenues of the C.P,, and
C.N., were $440,000,000. Last year they were $293,000,-
000. Therefore, what applied in 1930 would not apply
today.. You cannot get more profit out of such greatly
reduced earnings. That is absolutely clear. Let me tell
you another thing. There have been vast economies in
both railways since then. Since February, 1932, vast econ-
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omies have been put into effect on both the C.N. and C.P.
In other words, a huge part of the economies included in
the 75 million estimate have already been made.

The C.N. in 1930 took in $250,000,000 gross: revenue,
but the net income was only $15,000,000. With the same
gross today the railway would be able to pay at least $35,-
000,000, towards fixed charges—I think closer to $45,000,~
(000 —in other words close enough to $57,000,000 to enable
us to absorb the balance and charge it up to experience and
the development of the country. After all, the C.N. has
doné something fo develop the country so that if we got to
that point we would be close enough to accept the balance.
Where did we make special economies? We saved $2,-
000,000 on officers per annum. There was one particular
gentleman from the United States who received $62,000
for doing nothing, He went back to the United States
and a number of friends with him. We saved in official
salaries $2,000,000; and we saved on entertainment ac-
count $1,000,000; and $500,000 on radio- expenditures.
They were not good for anything any way except making
a noise. These are some of the savings—of the type just
mentioned, and including train mileage—making a saving
to the CN. of anyway from fifteen, twenty to twenty-
five million dollars per anmumn. The C.P. did not save so
much. It was perhaps. better handled. T do not think
they are a bit better handled today than the Can. Nat,
biit were at that time. You cannot make those economies
again—the tens of millions that, were saved. .

The C.P. committee who proposed .amalgamation said
to the Royal Commission that under unification there
would be a saving of 13,000,000 train miles. Since then
the C.N. itself has taken off more than 13,000,000 train
miles and the C.P, almest 10,000,000 miles and that can-
not be saved again. The two roads under co-operation
and due also. to decline in traffic have since 1930 effected
a reduction of 24,000,000 train miles at a saving of a
dollar per train mile. I do not want to labor the point,
but it is obvious that no such figure as $75,000,000 could:
be saved any time, any place, by amalgamation or unifica-
tion of these two roads. The next time you read this ask

N
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. yourself where you could get it? Or ask Mr, Beatty. He

is too fine a fellow to make any such suggestion at the
present time,

Somebody says to me, “there are other economies; you
have not made the abandonments proposed.” That is true.
There were abandonments proposed. I took the liberty to
bring a map to show the proposed abandonments. Would
you hold this (map) up, Mr. President. ‘T do not know
if you can see it. The deep red lines show the possible
abandonments of C.N. mileage and the deep blue the pos-
sible abandonments of C.P. lines. The proposed abandon-
ments together total a-little over 5,000 miles, about 3,200
of which would be C.N. Many of the C.N. abandonments
proposed are away up in Northern Ontario where they
are getting gold and pulpwood and where a great many
other resources are being developed at the present -time.
Well, you would abandon, at the same time, a lot of ter-
minals. That is where much of the estimated savings
comes in—you ahandon railway shops and towns. Do you
know, there is one town on that road which has over 2,-
000 inhabitants and would have no railway for 200 miles.
Not a pretty picture. What would you do with the peo-
ple? Tt is a lumbering town. T am not going to name it.
What would you do with the 200,000 people who are on
the total of these lines proposed to be abandoned? Would
you abandon them to the wolves? In that part of the
north there are no automohile roads. Have we become
such a hopeless lot of purblind pessimists that we are go-
ing to isolate 200,000 peoplé? How are we going to' com-
pensate these people? How much is it going to cost?
Will it cost as much as the savings? [t will probably cost
a good deal more. Is it just another scrap of paperr We
encouraged these people to go in. Are we going to tell
these people, “You cannot have railway transportation?’
What is it going to cost? Nobody has ever mentioned
what it is going to cost. Nobody mentioned the number
of people involved. :

Suppose you tear up all of the C.N., you would not
save a cent of interest, You can close the C.N. down.
What do you do? Throw 75,000 men out of work. The
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only savings you can possibly make by amalgamation are
savings on labor. Tt cannot be anything else. You do not
save any interest, which even on abandoned mileage would
still have to be met. The C.N. is paying operating ex-
penses and employing 75,000 men. The deficit is on the
interest owing to the bondholders which interest we as a
people have guaranteed. Until you repudiate your debts
you are going to go on paying. 1 think you will agree.

I am not going to quote Mr. Beatty more than I can
help, but both he and Mr. Fuler have stated that unifica-
tion can be done in such a way that it won’t affect labort.
You cannot have it both ways. 1 do not mean that 100%'
of the saving would be labor. I do mean 75% to 85%
would be labor, -

Then amalgamation would bring about the greatest
monopoly we evet had in Canada. I do not know any
corporation that has more than 75,000 employees. That is
what the C.N. alone has. I think it is the biggest corpor-
ation in Canada. The second biggest is the C.P. Unite
them into one and you have a huge monopoly. Someone
says you can have a railway commission to check the rates.
That has nothing to do with service. With the exception
of the motor bus, which cannot handle very heavy bulk
traffic for long distances, you cannot get along without the
railway. Someone says you need not be afraid of a mo-
nopoly. 1 noticed when the Bank of Montreal and an-
other bank merged it was regarded as a bad thing. If it
is a bad thing to have one bank in control of all the
money, is it a good thing to have one railway in control
—a monopoly for railways and competition for banks?
We all contribute to the railways if not to the banks. We
only pay to the banks when we borrow and a lot of us
canmot borrow., The bad thing to my mind is the huge
corporation proposed. It would be the largest corpora-
tion Canada ever had, with 150,000 employees (150,000
voters) and as many more among families and relations.
Thus you would have the greatest political machine, includ-
ing the voters on the same side due to favors, purchases,
and so forth. Imagine a concentrated voting power of
500,000. Political pressure would be put on governments.
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I do not care what side they are on, they could be subject
to pressure. Fair, honest, healthy competition is what is
wanted, Amalgamation is a national menace to our coun-
try.

Now, I made a statement a few moments ago. T want
to be clear on this point. If the C.N. got back to 1930
gross earnings of $250,000,000 it would probably make
$40,000,000 toward interest. Surely the C.N. will get
back to 1930 gross. Why not? Between 1921 and 1930
we had seven years when it ran over $250,000,000 and
one year $312,000,000 in-1928. Have we hecome such a
hopeless, gutless group of Canadians that we don’t think
we will ever recover? What is the matter with our peo-
ple? With our sparse population, rich resources and im-
mense area, surely we are coming back. I think we are.
I am not such a despairist as some of the papers pretend
to believe.

If in due course there is not a revival in business, not
only will your railways fail but this country cannot sur-
vive. Do you think this country can go on if you do not
have a revival? I am telling you it cannot. Why worry
so much about the railways? It is not a policy of despair.
It is a policy of common sense — such common sense as
my brain possesses.

If we have no revival, of course, the C.P. is not going
to come back to its previous flourishing condition. Would
it be a good time to take over the C.P. and hold the bag
for them? Would that be a good thing to do at the bot-
tom of a depression? Not to my way of thinking. We
blundered twice.  The second mistake was not allowing
the Grand Trunk and Canadian Northern to go into
liquidation. Are we going to do the same thing with the
C.P. if it gets.into financial difficulties? C.N. bonds are
held in the United States. We have backed them and will
have to meet them unless we repudiate our debts.

I think the revival is on. 1 think in two or three years
we will look upon today as a bad dream. But if we have
ho revival T do not see why we have to take on any more
railways. If you are going to have a revival, the problem
solves itself. If there is no revival there is no solution,
It is no time to decide to move.
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The afternoon is advancing and the time is short but
T still have five minutes before 2 o’clock. 1 have marked
out a couple of points. Suppose you decide to amalgam-
ate, is it going to be under private or public ownership?
Suppose times got good and the C.P. is under government
control. Suppose your directors are just rubber stamps.
Suppose another showman got in. Suppose a weak gov-
ernment (Liberal or Conservative) were in power. Sup-
pose they were allowed to do as in 1929 and ma@ce it
double the $500,000,000 committals on hotels, terminals,
branch lines, and so on, of 1929, or next time? :Then
what about private individuals and private corporations?
Were they so much superior to governments? I say with
all due respect I have found in 18 or 20 years that politic-
ians are just as fine a crowd as you business men—mot a
bit better or worse. They are out to serve their country.
They are patriotic—most of them—and will not sell them-
selves. Most of them try to care for the. interests pf t_heu'
country. So I submit that amalgamation is not justified
because private control is proposed. Because, gentlemen,
there are no more super-men. That is one of the myths
of the past and exploded with other things in 1929, and
this corporation would be too big for any one man. There
are no super-men in either government or private business.

1 have touched a few aspects—as many as time per-
mits.  The whole proposition is too nebulous and too hazy
for you to decide upon. Surely we are not a lot of chil-
dren and we are not going to allow ourselves to be flim-
flammed into another railway blunder. I do not mean
that anyone is trying to flimflam us intentionally, but that
would be the result. ] )

I am goiug to put a series of questions which I want
somebody to answer. ‘Tell me what the answers are.
Everyone of these twelve questions should be answered
before you business men decide that amalgamation 1s a
good thing. These are the questions: : ]

(1) Are the amalgarnated railways to be under priv-
ate ot government control? Nobody has answeréd that
yet.
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(2) How much saving can be made by amalgamation:
under present traffic conditions? Anybody, who says it
would be §75,000,000, has had a pipe dream,

(3) Tf, by amalgamation, savings are made, in what
proportions are these savings to be divided between the
Canadian National and Canadian Pacific?

(4) How much capital expenditure will be necessary
to effect the physical union of the two railways, such as
the wuniting” of terminals, and how will the money be
raised?’ Are we going to guarantee some more millions?

(5) If the Canadian National is to be absorbed by the
Canadian Pacific, how much of the present deficit of $50,-
000,000 is the Canadian Pacific ready to absorb? Cer-
tainly not the whole of it—ptrobably not half of it—but
surely we should have some estimate. Will the Canadian
Pacific guarantee to absorb any stated portion of the de-
ficit? - If the Canadian Pacific states it will, and then fails,
what could we do about it?

(6) Ii, on the other hand, the Canadian Pacific is
brought under government ownership, are the bondhold-
ers of the Canadian Pacific to be guaranteed their inter-
est, and would the holders of common stock expect to
be guaranteed dividends? Or are all the security holders
willing to throw in their lot and take chances on the result?

(7) In case of amalgamation will the Canadian Pacific
put in all its assefs (such as steamships, express, hotels
and land) or only part of them?

(8) What is to be done ahout the settlers and indus-
tries, and towns and terminals, on lines to be abandoned?
Are they to be compensated? If so, how much will it
cost? Are they to be moved? If so, where?

(9) Where railway terminals or shops or towns are
closed up through union, are those affected, who located
there in good faith, to be compensated? Or do they be-
come wards of the State -— on relief in other words, like
many of our industrial workers today?

(10) As the estimated savings tecessarily must be
made out of railway operating and maintenance expenses,
and as from 60% to 65%, of such expenses are made up
of labor, what provision is proposed to provide for these
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displaced wage-carners until they can be absorbed into
other industries ?

(11) Should not these questions be answered, or are
we to decide on amalgamation, or unification, first and get
the answers, good or bad, alterwards? Or are we to be
stampeded into doing something——anything—going some-
where—anywhere? Has not that been our trouble in the
past?

(12) Finally, is this the time——at.the bottom (or near
it) of the financial crisis—Ifor a final decision on this very
important question?

T for one do not intend to go into the question of
amalgamaﬁon with blinkers on. I thank you very sin-
cerely for giving me your kind attention. T have appreci-
ated being here and I hope 1 have given you something to
think about.

PrESIDENT JaMES:—I am sure we appreciate the visit
we have had from Dr. Manion today and his frank state-
ment of facts.




