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(November 26, 1928)
- Address

By Mr. E. W. BEATTY,
President Canadian Pacific Railway.

PresipENT DALY —Gentlemen, We are” honoured " in
having here today the presiding head of a great tralgspclnlrtg‘;
tion system, the genius, courage and imagination o \g 0-1-
founders have contributed in such a vital way to the _ec\{e
opment of Canada—a system which _demandg in its lea er(i
ship today equally outstanding gualities of faith, vision an
busis administration. ‘
busj%l‘;? people of this country have every reason to be-
fieve that Mr. Beatty is faithfully and ’efﬁc;ently calr_ry;lng
otit the important trust ir’npqsed upon him and that he _ra?
found the performance of his duties to this great iorpomzilc
tion not incompatgbl'e with the high conception ot pu
inter of public service, S o
mt?%z:'ig%e'iinorOnto we may welcome Mr, Beatty not
only as a great national figure but somewhat moref ;1?;
timately as one who is returning home to the st:enes1 o e
early activities, to the City of his Alma Mater, and to 'lh
friends who have watched the course of his progress wit
affectionate admiration and respect.

Gentlemen, 1 now have much pleasure in asking Mr.

tty to address us. _
Bean;{. OBEATTY « Gentlemen, T must confess that added

tural satisfaction one feels at receiving a second
gﬁvg:ftigi to be the guest of this Club—a privilege ra_rgly
accorded me, and quite properly s0— L felt some trepida-
tion in appearing in my almost native city as the Comlpanyfr
I represent seems to have given evidence even recently o
being out of step with the super-democracy of our tlr\r;&:s
as interpreted by one of your outstanding newspapers. We
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have thoughtlessly named our new Hotel the Royal York.
There are still some members of our Board who enjoy the
doubtful distinction of bearing titles, and for many years
we have named our ships “Empresses™ and “Princesses”
and repeated the error last year by christening others
“Duchesses.” Our mistakes are conspicuous, but - fortun-
ately they have been exceeded by our competitors, who have
not only followed the precedent we have established, but
have degraded the rank by naming their vessels after the
wives of famous British Admirals, some of whom, though
women of great virtue, were not even ladies of title in
their own right. 1 feel very sensible of these errors in
judgment because T must accept personal responsibility for
the selection of many of the names. In my ignorance I
bad thought that names such- as the “Empress of Canada,”
“Empress of Britain” and “Empress of Scotland” were
very proper to be borne by the finest Canadian vessels ply-
ing between Canadian and other ports of the Empire. They
struck me as dignified, impressive and appropriate. Then
we have our “Princesses,” some of them in consonance
with the spirit of the times, very fast “Princesses.”” Our
“Duchesses” are dignified liners, and- you know what Mr.
Kipling says about the liner: “She’s a lady.”

In my doubt as to the propriety of my being here, I
appealed to your President, and he attempted to calm my
fears by intimating that T would never be taken for any-
thing' hut an ordinary fellow, and that my long residence
here would be remembered. I told him they remembered
that against me in Montreal, too. . .

The matter of my personal attendance being satisfac-
torily settled, I set about for a subject and I applied to your
President for assistance. He told me that T could address
myself to any topic providing it had no political flavour
and that I would be safe so long as I confined my remarks
to a subject upon which two different views could not pos-
sibly be held. I asked him if I might speak on. the Cana-
dian Pacific and he promptly told me no. I did not mind
Mr. Daly saying “no” because T do mot suppose there is
any one in this country who has had “no” said to him more
often than I have—by both sexes—but your President’s
“no” sounded like “certainly not,” and I thought that per-
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‘mv enthusiasm for a just cause had -outrun my Wwis-
gzﬁi-?% that 1 had in some way committed a serious faus
pas:  Then I asked him if 1 might speak of the Canadian
National Railways, and he replied that no g_entlgma_n e;lreg
spoke about the Canadian National Railways. T then ha

a brilliarit idea as to the subject of address and I suggested

fhat I might speak on Transportation Misconceptions, " As .

the word Transportation would include the Canadian
Pacific and Misconceptions would embrace_the other _rall_-
ways, 1 would be able to-'spea_k upon a subject -0‘_;' which 1
am supposed to know something and I would still remain
a gentleman or as much of a gentleman as 1 could be bel_n%‘
born-in Thorold, educated in Toronto, and a resident o
Montreal. ITere .again the super-caution of your presiding
officer showed itself, and he vetoed that Rroposal as open-
ing the -door to' my saying unpleasant things abotit sotre
of our transportation activities, and he said the ‘members
of the Canadian Club were vety jealous of the amity which
ailed in all their functions. o
pn?‘;Seing thus repulsed on two occasions, T decided tg
speak to you briefly on the subject of transportation an
development, and, having explained with more or less satis-
faction the real and imaginary reasons why I am youf
guest, and the equally imaginary reasons for the chioice
of my subject, T am goirig to devote the next few mm.utgs‘
to explain some of our transportation problenis and their
status, if I may use that much-abused word, in the problems
and future of this:countiy. o _
It is a trite saying that no nation is prosperous whose
lines ‘of conimunication are not efficient and successful.. It
is: equally frue that in all countries agencies of transporta-
tion are virtually adjuncts of business. In Canada you may
propetly add'that they are and have been for many Ye?::s
thie greatest colonization and development media in this
country. It is easy for me to spe_:ak to you,_qf wh_atfche
country owes fo its railways, and what measure of appre-
ciation they deserve. . Quite naturally you _wguld' _rrlegard
me as a prejudiced witness, and you would be ;;ght iri your
conclusion. - You might equally haturally discount in part
at least what I. might say because of my railway associa-
tion, it if I am préjudiced in favour of the railways it is
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because I have some knowledge of their history and their
achievements and the important contribution they are
niaking and must continue to make to this country’s future
development. It may be that in the course of these re-
marks I will refér to their position not as an advocate who
by special pleading endeavours to convince you of the
peculiar importance of transportation, but  because your
prosperity is ours ‘and ours reflects to a mote accurate
extent than any other what mieasure of success attends

- the efforts .of agriculturists, miners, lumbermen and manu-

facturers throughout the whole of Canada.

We are all primarily conscious of the fact that this
country, measured by any of the yard-sticks by which the
prosperity of a nation can be gauged, is a very prosperous
countty; public men, no matter what their political faith,
concede the fact, and various reasons, depending somewhat
on the political attitude of the speaker, are given for this
prosperity, and for its soundness or unsoundness, its per-
manency or otherwise, There is perhaps no one reason to
which we can attributé all the improvement in Canadian
conditions, -but there is one which stands out above and
beyond all others and that is the impetus given by suc-
cessive crops, large in volume or in morey value, We hope
the day will some time come when our prosperity will he
said to be equally balariced as between agriculture and the
development of natural resources and industry, bit for the
moment we must, I think, admit that we are pre-eminently
still an agricultural country, and that when Providence
ordains that our crops shall be larger, we are-almost inevit-
ably prosperous. The reflection of success in this country’s
basic industry naturally shows itself in our gemeral com-
mercial activities,, ‘While it is a matter of deep gratifica-
tion to all Canadians that we are moving forward, it would,
T think, be a mistake for us to assume that we have our-
selves made ‘that prosperity possible. We may agree that
by thrift, courage, personal effort and the utilization of
such commercidl instruments as are at our disposal we
have made & contribution—perhaps a -substantial contribu-
tion— to the general progress of Canadd, but we must
at the same time concede that the major cause lies in the
quality and quantity of the production of our field crops,
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and these are dependent upon conditions which we do not
control: Whether we have one view or another in matters
of fiscal and trade policies, whether we believe that this
prosperity - of ours is permanent or otherwise, soundly
based or otherwise, we must admit its existence, and in
ordering our affairs we undoubtedly should take full ad-
vantage of that fact. _ o

Tt is generally true that in exploitation and development
of our natural resources great progress has taken place in
the last few years. There have been some set-backs, notably
recently in the newsprint situation, and we can ogly-hope
that it will be of a temporary character, because it would
be little short of a tragedy if what has become a great basic
Canadian industry should suffer by reason of overreach-
ing, destructive competition, over-production or ack of
co-operation, and we can only assume, as I think we should
assume, that the astute gentlemen of great commercial
acumen who preside over the destinies qf that great indus-
try will, with the assistance of Premier Fergi}son a_nd
Premier Tascherean, find a way 'to correct a situation which
must, if permitted to continue, result in serious damage to
Canadian interests. _ —

But when I mention the improvement which has taken
place—an improvement which is not absolutely un'iform, of
course, but which extends to many of our most important
enterprises, including the railways—I wish to call your
attention for a moment to the peculiar position of your
railways in the matter of public recognition. Canada has
had to face many phases of railway development and for a
time the outlook was net good, but the burdens were heavy
and the need of efficient transportation very great. For-
tunately for all of us the general improvement in Canadxap
conditions reacted on the agencies of transportation as 1t
did on other enterprises and industries, and by doing more
business we were able to overtake at least in part the seri-
6us inroads into our revenues occasioned by steadily in-
creasing and uncontrollable costs of operation. The
psychology of our people towards the matter of railway
revenues is not always easy to understand. They have in-
sisted, and quite properly so, uporn a very high s’t'fmdard of
railway service and they have secured it. The railway ser-
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vice in Canada equals, if it does not exceed, in safety, effi-
ciency and comfort, that of the wealthiest nation in the
world to the south of us. If we can make this statement
of comparative effectiveness honestly, as 1 think we can,
then we should be able to say that our operations are car-
ried ot under at least as favourable conditions as the rail-
ways of the United States. Unfortunately, we cannot say
that we receive the same rewards, that we do the same
business or that we can do it at the same cost. The aver-
age rate per ton mile in Canada is about 5149, lower than
in the United States. The average of our grain rates is
409, lower than those in the United States. The United
States has 115,000,000 to 120,000,000 people; Canada has
between nine and ten millions, consequently the population
per mile of railway is four hundred and seventy-eight in
the United States and two hundred and forty-one in Can-
ada, The density and the diversity of traffic in -the
United States is. much greater than in Canada, and again
as a hatural result of this condition the average net earn-
ings on railways in the United States in 1927 was almost
three times per mile those of Canadian railways. The ano-
malous condition in which we find ourselves is that not-
withstanding the considerations I have tentioned to you
and notwithstanding that in spite of distances, sparse popu-
lation, difficult operating and climatic conditions, higher
costs and smaller traffic, Canadian railway rates are, gen-
erally speaking, the lowest in the world—the effort to
gradually whittle the revenues of the companies through
rate agitations still continues. )

As I have said, this is a psychology that is difficult at
times to appreciate. National considerations and consider-
ations of transportation efficiency and industrial prosperity
seem to require that your railways should be prosperous.
They are improving their position largely because Canada
is more prosperous and their own efficiency is greater, but
they have not yet reached the point at which, their revenues
can be said to be excessive or even adequate. The figures
of the National Railways you are familiar with and the
earnings of the Canadian Pacific during 1927 were only
sufficient to give a return of 4.049, on the cash invested
in its railway properties. If these properties were valued
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in accordance with the method adopted in the Unlteii
States the earnings would not be more than 39, of such
valuation. In the result, therefore,. wk}ex_l- necessary - e}é—
penses, interest and other charges and dividends are pa1.f,
the amount left for the improvement and bette]rmerff_t—ﬂt')le
the property is very small indeed, even in the case ol N
Canadian Pacific, the most prosperous of Canadian tr_aq .
ortationt companies. . . ;
portIai Canada? however, there is'a phase of transpprta’i:ion
activity which does not exist in the same exfent in Ol t:;
and more densely populated countries. T hat is th_(_a pa.t—
the Companies must play in new developmeqt—the inevi
able constrction of branch lines and extensions into I:IGVEE
territory, in some cases many- years before traffic suﬂlimeﬁ_
to support them can be developed. That is a nat%rat.c;gat
sequence of our newness, of our size and of th_e‘_‘ acd. b
colonization and settlement and mineral z}pd; othe-r. evel-
opments are apt to take place in outlying districts. We are
not, therefore; in the position of many other rallwalyshu}[
older countries of simply carrying traffic from estq;b ished
industries to comsuming centres. _—We have been and—-_wﬂl
be for many years yet pioneering in our railway operations.
This means, in the case of private cmn_pames,ﬂadequate
credit and resources, These are copmderatlon_s which some-
times, I thirik, escape the observation (_),f eveil ouf busu}gss
men. The companies are so large, their activities so wide-
spread and variegated that the fact that they are com&
mercial entities which must-be soundly and wisely finance .
and earn sufficient revenues to protect their operations, their
property and their credit, is sometimes f_or'gotte_r_l. 4!51:1% (;)f
the railway mileage of this country is still in private hands.
These companies have no open sesame to the public treasury
and they must earn returns on every dollar they borrow
Jest their credit be prejudiced, if not destroyed. Because
of their size, the companies are often thought to be ab_lelz
to raise unlimited amounts of nioney and easily bear al
the risks incident to the assumptionh of these enormous
irations. That, however, is not the case. SR
Obh'gI‘aﬁtlaO;iessure which is brought from different localltles
* for large expenditures is very great, apd Whlle'th’eref never
has been a time in railway operation in Canada that their
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administrators did not have to. show courage, the courage
which involves the expenditure of huge sums of money
should be a courage based upon reason, and the principal
source of our confidence must be the conviction that our
services in transportation will be adequately paid for. Two
consequetices always follow the improved financial position
of your transportation companies; one, that costs inevitably
go up, and two, that appeals for decreased rates and there~
fore lessened revenues inevitably follow. 1If, in the in-
terests of their own safety, in fact of the nation’s safety,
the companies at times have to take definite positions for
their own protection, they.ate not to be blamed, and any
business man confronted with the same pressure and the
same considerations would, I think, adopt an absolutely
identical attitude. - A good example of what I mean
occurred not long ago in this city. Here we are construct-
ing a hotel which in size, magnificence and in cost excels
anything heretofore built in the British Empire. Toronto
is not the largest city in the British Empire and yet theie
ig-no place within the bounds of the Empire and few in
the: great American republic which will be able to boast of
such a commodious and luxurious hostelry as. we hope. the
Royal York Hotel will be. The Royal York is not yet
completed and the revenue results from this enormous ex-
penditure will not be apparent for some time to come, per-
haps for two or three years, and yet in this situation the
sitggestion has already been made that these facilities should
be duplicated by our competitors, presumably by the con-
struction of another hotel somewhat of the same size and
type. We have taken a step which is a forward one, both
for-the owners and the City of Toronto, a step, I may add,
taken because of our ‘confidence .in the future of this city,

its attractiveness and its commercial pre-eininence, and we

will invest approxirnately $16,000,000 in. the construction
of one building. - If immediately, indeed almost before it
is made, by duplication and by the expenditure of public
inoneys that investment is to be prejudiced or at least
adversely affected, such action would, T think, be most un-
fair and most uitwise. It would be an example of ‘what we
are all anxious to avoid, waste and premature expenditure,
if we are to gain the greatest good from the improved coi-
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it he country and not anticipate }‘esults b_efm:e ’d_ley
(al:orli;;jﬁ;bly assuri:rd. It would constitute a duphi:fli:.lorlll
which might well be described as destructive compe 1t.10Ié
As I have intimated, this is not anrunugual situation. B
has occurred in many places in Canada in the last decade
and before. It is due to unthinking optimism, extrcmg
civic pride or some other reason not related to soun
ecor’li?ll’::(;;ychology of the people in the matter of e}.(pendl-
tures is not difficult to understand, Extravagance '1; eda§y
to justify; it is never called extravagance but des]grz ce1 in
much more appealing and attractive language. Anii en(:i:1
and economy, even though accompanied by forwar 31}
constructive policies, are not popular, and are not so ref.}_l 1}(;
and so plausibly explained. Large corporations, even 1d0§e_
confronted with a highly competitive coqd1§1on, wou e
wise to respect the integrity of each other’s investment a.nd
restrict duplication and therefore waste to a mlmrnum,f an
the same observation would apply with even. greater torce
in the case of a government in competition with a private
enterprise. While the avoidance of duplication 1s not posls-
sible in all cases, it should be confined w1_th1n reaS(.)nab_g
bounds and to those cases where commercial necessity or
public convenience demands it or where real and new bene-
- will flow from it. _ e
s gzlllé more observation and T am through. I know that
many of you gentlemen are con_cerned with industry or
with finance and you know the importance we all attach
to the support of Canadian enterprises by Canadians. You
-also are aware of the rather speculative tendency that has
crept into our financial operations in the last few years.
You are aware that many of the most conservative - and
‘most stable institutions have bowed to this popular demand
and have gone to great lengths in order to make their
-securities attractive in the public markets. With any move-
mént or policy designed to broaden the investment of Can-
adians in Canadian institutions I am- in entire accord.
There should, I think, be a maxi.mum of investment in
Canadian corporations, especially in banks, public utility
companies and transportation -companies of, sor_fa.‘r— as pos-
sible, a permanent- character. The Company 1 represent
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is, I think, the only billion dollar private corporation in
Canada and one of only a few in the world. Over 979,
of the total amount of the investments of the Company in
all its varied enterprises is in the Dominion of Canada, It
has been noted over a period of years for the conservative
and impeccable character of its financial structure and oper-
ations, It is an extraordinary company in a great many
ways.  Conceived as a national undertaking, it was ad-
ministered as such from its inception, though it was always
permitted to_enjoy the blessings of private ownership. By
reason of it being a pioneer railway in a new country it
necessarily embarked in subsidiary enterprises which would
not be desirable or perhaps permissible if conceived under
present-day conditions. Its variegated activities, of course,
have not been detrimental to the interests of this nation
because I think we can say without attempting to unduly-
extol its administrators, its affairs have, generally speak-
ing, been wisely and efficiently conducted. Now, you will
appreciate that this Company was first a railway company
only and railway transportation is still its major activity,
but the Canadian Pacific Railway Company of today 1s
much greater than a railway company in the ordinary in-
terpretation of that term. It comprises within one cor-
porate existence many activities, several of which, taken
by themselves, would be considered very substantial Cara-

-dian enterprises. It, for example, is a steamship company,

and the largest Canadian steamship company. It is the
only Canadian company maintaining a first class Passenger
service to and from Canadian ports and its addition to its
fleet in the last five years has involved an expenditure of
the enormous sum of $45,000,000, Tt is & lake, river and
coast steamnship company. It is a telegraph company. It
is an express company. It is a hotel company.  Its hotel
investment alone constitutes it one of the largest of its
kind in the world, - It is a land company. Tt is a settle-
ment and colonization company. It is a lumber ‘company.
It is a mining company, the second largest mining company
in. Canada. It is a townsite and housing company. Itisa

coal company. Tt is an irrigation’ company and it owns
and operates experimental farms. Some idea of the wide
area over which the Company’s operations must of neces-
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sity be conducted is gained from the statement that in
making out our monthly balance it is necessary for us.to.
turn fifty-nine different eurrencies into dollar carrency in
order to give an accurate result in Canadian money. In
golfing parlance, we are therefore “two up” on-the cele-
brated Mr. Heipntz. Not all of these subsidiary or ancillary

enterprises are operated for direct monetary gaif, but many-

of. them are successful and the Company’s investment in

them has turned out to be profitable. - This fact periodically
gives rise to the suggestion that they should he divorced

from the parent company and that they should .be utilized
for the more immediate and direct benefit of the Com-
pany’s shareholders. The suggestion has never been heeded
by its Directors because it runs counter to their conception
of the best method by which the integrity of this great
property may be preserved and its financial stability
assured. I should hope that the Company will, as ifs
charter provides, be maintained and worked in perpetuity
as the Canadian Pacific Railway Company. I should hope,
too, that as in the past it will in the future secure support,
permanence and stability from-the fact that the results of
all 'its opérations find their way into one treasury for the
protection and benefit of property and its shareholders, not
its shareholders of any particular day or week but its
shareholders from time to time throughout its existence. I
would not cdre to see any action taken which would weaken
the Company now or in the future. . Not all years are pros-
perous years, and hopeful and confident as we are of the

continuing ' prosperity of this couniry, we cannot avoid

the conclusion that there is no assurance of this, that re-
current commercial and buisiness depressions may come in
the future as in the past. We may have war or economical
disturbances which may be worldwide and serious, and 1
would think it .the part of wisdom that this Company,
making fair and adequate provision by way of "distribu-
tion to its shareholders, should always keep in mind that
the greatest benefit to them is through the continuous
maintenance of its full strength—financially and as a trans-
portatioh system. I can imagine no other way in which
the Company can be depended upon to from year to year
and every year perform.its important publi¢ services for
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the benefit of the country and of its owners than its main-
tenance as a unit as at present.

Will you permit me in conclusion to stress the national
character of the activities of your railway companies. [
do not care particularly whether they are privately-owned
or publicly-owned, both  are performing services of the
highest importance to this Dominiori.. The Company 1
represent has had very exacting obligations imposed upon
it by its charter. It has endeavoured to discharge them
and to meet to the best of its ability the almost greater
obligations of the even more exacting public. It has not
hesitated and will not hesitate to spend its funds. freely for
the advancement of this country and therefore of its own
interests. It will do so for two -reasons: first, because the
country is entitled to expect from the Company the maxi-
mum coniribution to Canada’s development, and, secondly,
because the present Directors have the same implicit con-
fidence as their predecessors possessed in the future of
this country ond propose to express that confidence with
business .prudence to the full -extent of its financial
resources, ' S




