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A STUDY OF SASKATCHEWAN TELECOMMUNICATIONS
by - o B Juiy, 1974

N Dallas W.-Smythe

Introduction

The:Saskatchewan_telecommunicationsvs&stem is.unique in Canada
in important respects. Organized as a croun corooration with monopoli"
powers over teiephony, it operates ”autonomousiy” except for:theiprocess."
of obtalnlng 1nvestment capltal whlch entalls negotratlon w1th prouln—
cial cablnet.. The present modest study was funded by ‘the Department of
Communlcatlons, Ottawa, to throw some llght on the evolutlon and develop~
ment of.the character of this un1que telecommunlcatlons regulatory
. system. It was to be h1stor1cal in approach (but not to produce a h1story
of SASKTEL). With‘small»funds ($5,000)¢and-no_provision of technical
assistance, it was limited to what could be:learned through‘the efforts-
of.seueral éraduate students and oneeprofessor. At the outset in the
summer of 1973 Mr Roy Bushfleld (DOC) came to Reglna,'lntroduced the
author to the senior officers of SASKTEL and inv1ted the1r cooperation
to make possible. a thorough, scholariy,study. They asSented,_but in
the event,_the management.of SASKTEL'took.a-passive, defensive'attitude_
. which effectively limited the s tudy to what.could'be learned~from outside
SASKTEL. Provincial archives, libraries, newspaper.files,‘etc::were'the
main source of'materials.'
After a brief statenent of theoretical principles this report
deals with its task b& raising and considering fOur.topicsz
| 1. How.were.telegraoh and teiephone used prior to the'creation

of Saskatchewan in 19057

xh
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2. .Why did the new Provincial government -take over: telephone
when it d_id in -1908?
3. How and’ why was Saskatchewan s telephone act1V1ty organlzed
dlfferently than those of Alberta and Man1toba7
- 4, Toward the ' self—regulatlng "one stockholder", "autonomous

" telephone "industry

Some Theoretical Essentials

Government rests on the consent of the governed. Telecommuni-
cations-operation, management and regulation is a subset of this general-
process. The.famillar mode for conducting decision-making in the
production and delivery of telecommunications service in the United
‘ Stetes and eastern Canada is the private monopoly corporation subject.
to some form of government regulation. Government regulation in this
sense does not exist in the three prairie provinces where public corpo-
CL rations'conduct telephony in 31gnif1cantly“d1verse ways.. The basis of
government regulatlon of the private mon0poly telephone corporatlon is
the real conflict of 1nterest whlch ex1sts between the prlvate proflt—
seeking corporatlon and the publlc interest in- equitable, reasonable
rates for service from'a dynamically innovative plant and organization.
But_does a conflict of interest exist between a public telecommunications
production organization and the public interest? If there is such a
conflict of interest, why does it arise? How may it be managed?

Clearly such conflict of interest cannot rest on.an interest in
©  corporate pfofits. Rather it can rest on the self-survival tendencies

of any bureaucracy when it is isolated from the insistent probing of
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the’instiﬁﬁtional‘envirénhent in.wﬁich>it exiéts.andvﬁﬁigh iE‘Qas_
created to serve. | | |

- The disciplinaryﬁtéolsArequired=tb=cqpe With "regulétionf Qf,;
the pu5li¢ corporation Qpérating telephony are ogviouslyASOmewhaF>
different than'thoselappropriaté to the.ritual.éf rate aﬁd servige
regulation in a setting:whére the regulatori:authorigf of tﬁe'éfété._-
‘is applied ﬁo.thé éhaftgfed éOrporate agent of thé Stéte.l In |
inStances like the present césé, we find thatAit islnecésséry ﬁq_look
coolly ét the political process in thé‘Province,'and_at the‘polificé
of éomplex‘drganizafioﬁs\(i}e;_bureaucracieé, whether’puﬁliély;or
privately 6wned).' And eSpécially is itjnécéssar& to éﬁél&ze_the.
policies employed régarding iﬁformation.abodt,teleﬁhoﬁy, and_ﬁhe_‘
organizations involved in fingﬁcing and dpératiné telephony;:»E$Sen-l.
tially we are dealing here;with‘pfobiems which caﬁ beét Béjappréciaﬁéd
gﬁd.splved in terms of the.prdpdsition; " Information is'gﬁe ba$i§ of‘
political.ﬁowgf énd.itS\éoﬁtrél;conférs such‘power. But épart‘ftom,
concepts such as cfoés—subsidization, ﬁafgiﬁal'and fully—aiiocatéd
cosﬁs, overhead and diréct costs,.etc.,_fhé_economic-concgpts_So
 famiiiar in the regulapion‘quprivate inaﬁstry.havé ﬂétlbeéh>ﬁseful in
the present preiiﬁinary‘Study of thé problém of.pdlicy and;organization

for publicly owned:telecommunications.

L See Smythe, Dallas W., The Relevance of United States Legislative-—

Regulatory Experience to the Canadian Telecommunications Situation.
Ottawa: " Queen's Printer, 1971.
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How Were Telegraph'and-Telephone Used Prior to 1905?_‘ . : B f. e ,‘

Any review Of the period from'Confederation tb‘the §fea£i§ﬁ'of:'
" the Proviﬁce of Saskatchéwaﬁ clearly revééls‘the’dependeﬁde'of.pdliticai
powef.oﬁ communications; Inithé l870's‘anq 1880's théﬂhegembny‘sz |
Anglo-Saxon Cahadians oﬁ thé prairieé Binéed‘oh li@iting'ﬁnétéd_Stateé°
military forces to the'officialfBordef, enférqing their con#rdl of.the'
terfitory‘as:against native'ﬁeéples andeetié, and‘préparing.tﬁe'trans~
portainn and.communicationAsystem to.aécommodéte a vast fib&d of |
Eufopean migrants who would:ocCupy the land;A‘The.Royal.Nofth_Weét
Moﬁnted Po;ice, the Canadian Pacific Railroad, agd'the al1ied Dominioﬁ 
.telégraph system were the means to thoée ends;. fhe létter1had reachéd:.f
’. through Sasic‘at.chewar.l to Edmonton by 1876. its- éﬁrategic poleiltiicai value
| was evident in_relation to thé suppression.df the‘Riel>Rebéilion:§f o
. : . , o -
. Metis and Indiéns‘in Saskatchewan in 1885. - The telegréph.enabled-prompt‘
reporting>of news about it to the~Eas£,>whiié ﬁéwé_fromfﬁhé'Eas;"
enéouragéd thé settlers'and mounted ?Qlice tbAétand faét,'knbwing that 
army help was on thé'way. As J. S. MacDonaid»ééys:
"But it was the‘Rebellion which pered-the incalcﬁlable"
value of the telegraph line and abundantly justified
its construction....Without the wire, the conditions
of affairs throughout the whole northern country would
‘have been absolutely unknown outside, for the police

were too few and too much occupied to establish a
patrol to the newly built railway to the south."?

MacDonald,. J. S., The Dominion Telegraph. Excerpt_in Provincial
Archives. ' : : o
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By the early 1880 S, ‘the art of telephony was belng experl—
mentally introduced by at least one large farmer in Saskatchewan.3~
But the first common carrier use of'telephone in Saskatcheman wasf
of fered in 1884 in Regina when the Bell-Telephone_Company ofdcanaday.
began serving-nine customers. - A'Bell exchange in Moose Jaw-beéan ln
September, 1893 with 23 customers.4. Shortly after it'became a ~
province, in l905, there were some. 3,250. telephones in Saskatchewan
whlch then had ‘a p0pulatlon of about 300 000, or l per 100 1nhab1tants;
as compared with more than f1ve~1n the United States.s. About half of
them were operatediby the Bel 1, and of these about half were in Reglna.;

The Bell long distance lines ran l66 mlles from the eastern border to

Regina and thence to Lumsden. It was not until 1906 that Bell offered

long d1stance service from Reglna to Wlnnlpeg Bell operated 13
exchanges in the Province in 1908, of a total of 22. .An independent?

commercial telephone company, the Saskatchewan Telephone Company operated

* about 254 .miles of pole llnes with 1ong dlstance service radlatlng from

‘Moose Jaw: East to Reglna, west to Mortlach, north to Tuxford and

High Pound Lake; southeast follow1ng the rallroad to North Portal.

A Major W. R. Bell (no relation to.Alexander G. Bell or George Bell
of Saskatchewan Government Telephones), with a nime square-mile farm
near what is now Indian Head, used a telephone circuit on a single wire
on a barbed wire fence. "His system cvonnected his house with his fore-
men's houses-and a hotel on his property. Report to the British Parlia-
ment by the Royal Agricultural Society, 1885. The SGT, monthly news-
letter of SaskTel, Jdnuary—February, l964, p. 4. .

Patten, Wllllam, Pioneering the Telephone in~Canada;~1926, p. 7.

Dagger, F., Report, to the Premier,}March 25, lQOS,dp. 1.
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. N ‘Other srﬁal-ier. independéﬁt corﬁpanies ' oéer’éted ‘one ‘éxchangAe 'ea‘c.t.i_ 1n
Saskatoon (225 subscribers), Yorkton (220_suﬁscfibérs), Wapella (40
subscribefs),‘aﬁd the Albérté Government telephones had gnﬁered~Lloyd4
minster with 30 sgbscribérs. Dagger es;imateé_BlOAofher, rﬁrgl V
felephones in the Provincé;' | |
In Saskatche&an_qs generally tﬁrouéhout.Caﬁadé'ét that time,

' éxcépf where Bell was gngaged'in rate cutting to oust indepéndent~‘
Acompanies;ABeli rates:wéfe subétantialiy_highé; tﬁan those of inﬂepen—",
dent compaﬁies.i Iﬁ Rggina, in 1905, residential téiephbneé ;ost'$20 |
a yeaf, bdsinéss tei;phones‘$35, and desk téleﬁhonés; $38.  Fof“the.
‘Yorktoﬁ company which had been giving ﬁhiéhly satiéfacpq%y“*servi§e>

- for seven yéats; fesidentiallfatés were $12;>busihé35 $25, énd‘ébout
one third of their éuétomers-ﬁere on_rural.lines;G: A-teviewfofAthe
. - AMul‘o.ck Royal Ccv)mmiss‘ion hear.’inAgs rAeveals_'that similar di'f.fer‘e‘ﬁ‘tj.ais
| “between Bell and indebendent coméaﬁy rates e#istedznationwidé.
| .The policy ‘of the Bell company_ﬁas cleérly adﬁérsg.td extension
of éervice to rural and férm,ﬁqpulaﬁions.. fhé Muiock'ﬁéariﬁgsAafé
repiete with'testimony.of.Bélllrefusal of‘iﬁterconnect withViﬁdepeﬁdent.

telephone companies except'rérely.énd"then on conditions which'limited

market expansion of the connecting company, and which required purchase'_~ 

of equipment from the Bell manufacturing affiliate, Northern Electric. .

Further there was testimony of Bell use of 1itigation,\bribéry of .

public officials, manipﬁlation‘of publié opinion thfough influence on

6 Mulock Committee, Vol. I, p. 172, 96-7.
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.the>press;-etc. to ‘harrass 1ndependents. Beglnnlng in 189l, contracts..
. between the Bell and all rallway companies prov1ded mutual exchange of
service,‘access to(rallway rights‘of way and brldges, and the obllgatlon
on the railroads to refuse to allow telephone instruments of independent
teleohone companies on their premises. Desplte the clear prohibition
on exclu31ve ‘contracts between railways and telephone companles in
the federal Rallway Act of 1903 such cOntracts WErevStlll effect1ve~
in 1905., The . presldent of Bell Telephone Company of Canada, Mr. C. T.
Size, stated their pollcy toward serv1ng broad masses of the- people
with\brutal candor to the_Mulock Commission:

"If it is a question of erecting an exchange in one
large place and of giving a service needed by 1,000
people, we certainly, and quite properly, in doing
that give preference to the needs of a large number
rather than to a lot of farmers' lines. There is a
‘much better return from the expenditure of money .on
-that work than there will be from the expendlture of
the same money on smaller llnes.

"Onsthe same prlnclple, if a line is required from
Toronto to Montreal to give a service to the business-
men, to the mercantile community of Montreal and Toronto,
~and on the other hand the same amount of money is required
for farmers' lines that will give little or no return,

on any proper business principle anyone would say:

Build the long line, and give the service to the greatest
‘number.of people to whom 1t is of the greatest value

The mercantlle community and upper class’ res1dences hardly

dominated the Saskatchewan scene. In the area.that was to become

-

7 All of the contracts were spread on the minutes of the Mulock
Commission. . The contract with the Canadian Pacific is at Vol. L, p.47

Mulock Commission, Vol. L, p. 622
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.:Saskatchewan,‘the population in 1901 consisted of 73,729 in the rural
-areas,. and 17,550 in urban areas.

The testlmony‘of F. Dagger, telephone expert employed by the
‘Mulock Commission, was obviously applicable to Saskatchewan in 1905
when he said, referring to all Canada:.

""It will thus be seen that the small towns, villages,

and rural districts have hitherto been .almost entirely

left out of consideration by those upon whom the duty

of supplying telephonic facilities has been delegated

and this is further emphasized by the fact that .in

. some districts the people themselves have made feeble

‘efforts to prov1de their own service.'
Overall, he found_"telephonic facilities" unsatlsfactory "from the
standpoint of the public good" in four respects:

‘"1, .High rates in large cities.

2. Disproportionately high rates in. citles of from
25,000 ~ 60,000 1nhab1tants.

3. nngh long dlstance rates.,
4, Lack of rural communication. 1

One may fairly conclude that the answer to the question, how
were telegraph and telephone used prior to 1905 1n Saskatchewan, is.
that the telegraph had been used adr01tly as an 1ndlspensable a1d to
staklng,out hegemony on the prairies for the’whlte Canadlan, but that

[

telephones had been used by monopoly capitalists. for their own ends

Census of Canada, l9ll Vol. l ‘Areas and Populatlon, Ottawa, l912
PpP. 527 30.

lQ Mulock Commission hearings, Vol. 1, p. 8.

11

‘Ibid., pp. 7-8
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= ‘ © which quite failed to meet the needs ‘of . the burgeoning prairie popu~-
lation of farmers. Their'response to this failure provideé the

_ substance of the answer to the next question.
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II

Why Did the Provincial Government Take Over Telephones in 19087

It was a necessary . part of the éuperstructure_of the new
Province. By 1905 when the Dominion Act created Saékatéhewan[and

Alberta out of the former Northwest Territorieé;;thé-hegemodyTéf the

Anglo-Saxons on the prairies was no longer threatened by'Americans or .
native peoplé.' The population in what became Saskatchewan was rising

rapidly. Between 1901 and 1906 it almost trebled, from 91,000 to

257,000;;2 Its further growth was limited by lack of deveiopment'of

essehtialffeatures of the superstructure:. Transport, credit, and

communications. The perennial grievances which thé agrarian society

of the area expressed against the eastern centers’ which controlled the-

rail&ays, the banking system, and the communications systemjare-hard.

evidence of the need for these superstructural developments.‘ Ample
A

- attention has been pald by hlstorlans to the rallway and banklng

problems;_llttle to the 51gn1f1cance of’communlcatlons,> Alfourth‘:
deficiehéy in the superstructqre wasAthe absence of-prd#iucial’govérn—
ment apparatus. And because the Britishfmodel'of'government &eéended
on thé~existence of poiitical parties; Saskatchewaﬁ lacked the ﬁarty
organization hecessary to conduct government. Party_organizéfion- 

required some means of'linking the widely dispersed'populaﬁiqn of the

‘province with the government in power or with a party seeking_td take

v

Census of Population and Agrlculture of the Northwest Prov1nces‘
Ottawa, 1907, p. xvili. - :
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" over government power. Such a linkage meant. in practlcal-terms .
prov1d1ng political econOmlc rewards for the local centers of party
'organlzatlon, and at the~same time a substantiVe‘political programmeff
plus budget.to finance:it stemming from theiprovincial Capitalr This'
deficiencf'in>Saskatchewan (and Alberta) nas‘eVident from the:fact.}x
that in the preceding'Territorial legislature, members-were mostlyh;
independents,.uncomnitted'to poiitica1>partiesf." | | o

In 1905, coinc‘ident with the imminent creation of the Province,
the Liberal-and Conservative;parties organined.~ The former party was._-A~
pOpullSt in character, organ1z1ng farmers of. all minority ethnic groups
~of European or1g1n, and led by uWnErs - of land (urban and rural) whose
, personal fortunes depended on the growth of the Province. . The latter' -
“party was based on urban businessmenpand brangemen and_was"identified
with the Canadian Pacific Railway interestsr"The first provincial
_election in 1905 was distingulshed by a high degree of acrimony and
corrupt practices, and was won by the leerals under the leadership of
Walter Scott.' In the four years of that Liberal_government,‘asla.
Liberal_party pamphletdsaid in l9b8,7the.";r.had:been‘laying the
foundations of our provincial institutions,"l3: fhey determined that
Regina shouid be the Capital, and pergected plans for anfimposing.
Provincialugovernment buiiding there.v Theynestahlished a proVincial_M

University and located it in Saskatoon. - "Governmental machinery has

13 The Scott Government's Record, Provincial Archives.‘




been organized and perfected. -Business methods'haveAbeen~adopted in -

handling'millions of dollars of.publio money;'

. 12._

short period will any Government in the province of Saskatohewaﬁfbe

called upoh to-undertake S0 much useful and important work."

‘In Justlfylng his party s programme during 1ts flrst term, Premler

'Scott.mentloned these accompllshments., Further, he sald they had

enacted leglslatlon to aid farmers 1n marketlng thelr wheat through

" a scheme for government-guaranteed,railway bonds to finance rall

extensions.

" "I submit with absolute confidence that if we had.had.‘

no Redistribution Act, and no new railway policy either,
the Government had abundant justification for appealing
to the people in July -[1908] -- upon its other proposals:
~- upon the line we had mapped out on the liquor questlon,

-upon our several educational measures including the

scheme of buying and distributing school books to the "'
children free of cost, upon the proposed law creating
Rural Municipalities, upon the laws we have. passed to

tax railways, banks, loan companies and the other
corporations; and especially upon our telephone programme
....The telephone policy alone would have borne examination
by the people in a general election. We proposed to ‘link

together all of the main towns in the Province by trunk
telephone lines to be constructed and conducted by a

. Department of the Government. . And in addition, we propose

to assist. the settlers to create their own telephone !
systems and link them up with our trunk lines.- In a -
very short time under our policy there will be no
community in Saskatchewan which really desires--to have
the telephone and whose people possess any enterprise.

at all that need be without the advantage of it....By
offering to supply the poles free to every rural company
that shows the enterprise necessary to go in for a local ”
telephone plant we put within the ability of every locallty
in Saskatchewan the possession of its telephone-system.
The policy is-the result of many days, yes even weeks:
of the most patient and anxious study by Francis Dagger, .
outr expert, and the members of the Government. I am free

" to tell you that we literally sweated:over the rural end-

of the problem many anxious hours. The scheme is our

"very own. We copied from nowhere because we could find

14

Ibid., . p. 1.

Never 'again in such a
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no scheme in existence anywhere suited to Saskatchewan's
-.conditions. It is our very own, and I am proud of it
«+«..The telephone programme must involve large initial
expenditures.  We must coastruct several hundreds of
‘miles of trunk lines.  We must purchase the Bell system . -
~ and the Saskatchewan Company's system which centres: at
-Moose Jaw. And the rural development must mean.a large
.outlay by the Government because we will buy and pay
freight charges upon every pole set up in the Province.~

>Indaddition to being a necessary part.of the'superstructure of:
the new Province, Government initiative in telephone operations was the ‘
only means by which the.people of Saskatchewan could realize the advan—'
tages of a unique technique for overcomingztheir geographic”isolation
from each other. It could provide the farmer with instantvcommunication
.with hls market centre, and for social life it was equally valuable.':
As W. A, Mackintosh says, the.telephone was second only to public rural f'
~schools as an object of" investment of resources. 16 It offered a partial:,
'substitute for transportation and as a prominent Liberal put 1t,.

"RailroadS'had preceded or kept up with development, but the telephone
o RN o . ) .

nl7 By

' - business had not kept pace with the development.of the.country.
1905 the technique of telephony was already well established in the
urban areas of Canada and had made cons1derable progress in the older

settled rural areas of the eastern provinces; The Bell Telephone

: Company had pioneered in common carrlar operation in the largest Sask-
'katchewan c1ties, but 1ts-policy was resolutely opposed to the prov1sion

-

of small town, rural and farm telephone serv1ce.

15 Scott,'Premier Walter, The Saskatchewan Provincial Election Campaign‘
of 1908. Speech at Rosthern, August 26, l908 Pamphlet in the Provineial
Archives. Emphasis added ' » ' AR

16 Mackintosh, W. A., Economic Problems of the Prairie Provincesg
Toronto, Macmillan, 1935, p. 154.

7 Morning Leader, April 7, 1908, p. 1. . o




ideological position it would be caught in, preférréd to‘avoid-commit— '

on the issue. In any event, the point of view of C. W. Peterson,.

._ ” -;.. . | L __.2 : _ . _ﬁ o i; ;F
There is evidence of the a:titude:of‘the‘SaskatcheWéh-perle" | | o

toward the issué. Ihg Saskatchewan.Grain,Groﬁers Assoéiétion favourgd

public ownership_and-oberation,bf telephoﬁes,_és_did theiUnioh-of“: 

Saskatchewan Municipalities, as:early as 1905. - In doing so théy.werg-

"in accord with -the Dominion GrangeVCOnvention which voted in favour of .
"Federal operation of trunk telephone lines in order to facilitate

-municipal control of telephones" eafly in 1905 and the Union of -

Canadian Municipalities which-pétitioned‘the Governor-General declaring

that "long-distance telephones should be owhed_aﬁdﬁéperated byfthe

Dominion Government in the same way that the postal service is carried

1118

on Both parties included a plank in their election platforms'in‘

1905 committing themselves to public ownéréhip of public utilities.

‘Curiously, except for separate brief statements.from the city offiéers'

of Regina,‘Maple Creek, Prince Albert, Ybrkton and Weyburn, tﬁe record

of the hearings of the]Sélect-Committee,on Teléphone.Systems‘(theJMulock

Committee) in Ottawa in March-May, 1905 is barren of représentations

from the Saskatchewan government, parties, and farm organizations. It

is possible that the Saskatchewan LiberalngVernment; unhappy at the’
ment on the telephoﬁ3~issue until it could get its‘own,ranks,unified

former Deputy Commissioner of Agriculture in the Goverhﬁent'of”the

North West Territories adequately represented the ppintAofAviéW‘of:-

‘Saskatchewan people:

18 The Canadian Annual Review of Public Affairs,;lQOS,‘p.-139. Quoted

by Britnell, G. E., Public Ownership of Telephones in the Prairie -

“Provinces. M.A. thesis, University of Toronto, 1934, p. 11.
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"I have long ‘maintained that the evolutlon of the ranch
and farm requires generous use of all modern inventions.
- The telephone I believe is the most useful of the many
modern devices for rendering farming easy and profitable.
In the past few years I have called many meetings of
farmers to discuss the subject of cooperative work in
this direction, but in every instance we have been
- blocked by the Bell people. That we are being damaged,
directly and serlously bv the attitude of the Bell )
.Company, I am certaln
A third and crucial element.in determining the Saskatchewanf
decision to take over telephones in 1908 was the‘policy offthe.Fe&eral - o
government}j Originally favoured with a Dominion charter, Bell Tele--
phone Company of Canada had come under serioushattack which culminated _
in the app01ntment of the Mulock Commlttee (the Select Commlttee on
Telephone Systems, 1905).A On this Commlttee had focussed the pressures-
f;ompacross Canada, from rural and urban sectors, for government owner- - -
shipAof telephones in some form.- The evi&ence-taken by this Committee.i>
chalred by Slr Wllllam Mulock then Postmaster General in many ways- 1 . . _-'f
demonstrated that the Bell Company charged too much and was 1nd1fferent
to the needs of the small town, rural and-farm population; that
independent companies charged much less than the Bell for comparable
service but were hemmed in, denied interconnection‘with the Bell system,
and denied access toArailwaY‘offices'as'a.result of Bell system policy. .
Mr. Francis Dagger, later’to serve as consultant to the Manitoba and
Saskatchewan governments, was the expert witness for the<Committeel""

He proposed federal government'ownershiptof the long lines and.govern—i

ment control or ownership and oPeration of local exchange facilities.

9 The Canadian Annual Review of Public- Affairs, 1904 . 63. Quotad

in Britnell, sup. cit., p. 11.
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.Failing.thatg he urged specialaiegieiation regardingfrural service.
He found that ruraldtelephone‘eervice f...has>in the‘nast‘been
.absolutely neglected and dlscouraged in Canada by the exlstlng
.companles for the reason that it does not prove such a lucratlve
bueiness‘as the exchanges in the‘towns‘and‘cities. 20 - He recommended
legislation to (1) impose‘bominion‘technical standardsffor aliirural
. systems, (2) require»interconnectionvto the'nearest\town and nernit
free;calling from farmsvtg?towns, (3) permit rnrai systeme to have free
but not exclusive rights of wayvon=all highways, (4) reqnire>snaring in
the'use of poiee if more‘than'one company.used a highwa?, and (5)'.
'-require‘raiIWays, telegraph andvtelephone companiee to.interconnect
:withArural systems.21 In his view commercial.companieelshonld not be
" encouraged to bnild.or operate rural teiephone'systeme:_ "I-am'decidedly
of the opinion that this work should be donesby.the_farmera themselvee;‘J

‘at cost price, on-the cooperative prin'ciple."22

Sir W;lllam Mulock's declared blas was 1n favour of government
ownershlp-of telephonea.b In May, 1905 whlle the hearlngs were stlll
going.on;uit was found necessary for hlm'to attend a_Pac1fic Cable
Conference in ﬁngland and he thereafter attendedtno Committee'hearings.

- The Committee: concluded its work with no policy conclueions.orv"

recommendations. The following October, he left the Government on

-

Procecdlngs of the Select Commlttee on Telephone Systems, 1905,
Vol. 1, p. 18.

2L 1p44., p. 20.

22 ibid., p. 20.
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groondéiof i1l health and was appoiﬁted Chief Justice:of the E#chéqﬁer
- Court of'Oneario. His euccessor as Postmaeter Generoi.was.Mr.vA,“BL
Aylesworth, who hed acted as couﬁsel.for ﬁﬁe_Bell Telephone Comoeny'at
the Coﬁmiftee hearings: The Qiew expressed b&_ﬁf. Rooert Bofden, g
Opposition Leeder»and by infloeﬁtial newspepers-oasAthae Mulock's'_
departure‘and_the'failure of the Committee to recommend_apy legislafion
was a.clear victory.for theABeli Telephone Company.23 The oleio | |
message of all this to the'goveroments of the praifieeprovinces was-
that they need not wait for the federal goﬁernﬁent ﬁo help them with -
their gelepﬁone problems. * Any teiephone fakeo&er would have to. be at:
the Provincial or Munieipal*levels. | | |

The-Saskatchewan.Covernmeﬁt did.not act on feleohoneo in its -

 first session, while Alberta and Manitoba moVed‘repidly in 1906 towérd"

government ownership of t:elephon‘es.'4 Mr. F. W. .C. Haultain, Opposition-

Leader of the Combined Conservative and Pro#iﬁcial Rightéﬁparties
advocated public ownership of telephones‘and the conveﬁtion ofihis~
.party,_March, 1907, demanded "Government coﬂstructioﬁ, ownership aﬁd'

control of a Provincial telephone sys'tem.'_'25

’In'January,}lQOYVthe :
. Saskatchewan  Grain Growers' Association‘made the same demand and urged
"early consideration" of the subject., In June the Associated Boards

of Trade'cohvention urged that Saskatohewén follow the ekample of.

Alberta regarding government control.and operation of telephones, and

23 Briﬁnell, sup. cit., pp.v20;21.
24 1pid., p. 27.

25 Ibid., p. 27

e .
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in August, EheAUnion-of\Saskatcﬁewan.Municioaiitiee.reconmended .
'.municipai onnership;of{iooai‘eXChanges with government ooeration-of
long iines.26 ~On_August»lO,;l907, Mr..Francie Dagger was anpointedv
by the Government to serve as expert adviser'whiie-somewhat:;ater,
Mr. S. P. Porﬁer was named Deouty.Commissionef of Raiiways and Ehe
telephone issue assigned.to him;v By Decembe; 9,.1907,.PremiermScott-
told the press ﬁhat-ﬁthey.had about decided to.begin a long-disﬁanoe 
service.v He thongnt that 300 miles would be erecﬁed at_once."%?

Mr,.Dagger's report was presentediwhen the:Saskafchewan
legislature met early in Apfil, 1908;j’ﬁis:504page report reoommendedff
fhat the Provincial Government own.and operate‘the long-dietanoe"
faoilities,>noting that'ehe.two largest privately'owned companieé'
.(Bell and the Saskatchewan Telephone Company) had 1nd1cated thelr
~willingness to sell to the province. In1t1ally, the long dlstance "
system should consise of.2;657‘miles, llnklng the maln,populatlon
- centers, at a cost of from SZSO to>$350'per'nile._ As inethe Mulock
hearings he recommenoed.that”munioipali;ies:be.Ieft free‘to deal with.‘
‘looal enchange services; . | |

"...in such a manner as local conditions necessitate.

I believe that wherever a local telephone service is
controlled by a municipality, whether by actual owner- -
ship or under a franchise agreement with a company,

the people obtain a service best suited to local 28
conditions both.in regard to efficiency and rates." "

26 Ibid., p. 27.
27 Ibid., p. 28.

28 Dagger Report, Maroh 25, 1908. Provincial Archives.



His argnments;against-provinoial“governnentfonnership‘and operation ofl
local exchanges weremore pointed ‘than in his_btta&a testlnony.f In
Saskatchewan he argued'that experience-elsewhere demonstratednthatf
where looal conditions.differfso much in the‘varions citles,:townS:and_
villages scattered throughout the pronince, state or oountry, centrall
management 1is too rigidvto meet'theldifferent needs of different
_locations.: He argned thaticross—snbsidiaation"betWeen locallties

would result from pressures for uniform rates;29 Finally, he,érgued
thatlprovlnoial_ownership:of looal-exchanges wonldfredulre "an amount
Aof‘money.much too large to:be'considered and-thatvlnvidious‘pressuresl"
~would force it to build local‘exchanges not only in ex1st1ng mun1c1—‘.
';palltles but also in those’ numerous towns and v1llages Whlch w1ll
spring up along the:llnes of new»railways non being rapidly_entended-f:.
throughTthe provinoe. He did, however, favour legislatlon providlng.
‘for prov1nc1al control (to set standards and superv1se constructlon)‘
i of munic1pal telephone exchanges. - |
_ Mr. Dagger S recommendatlons regardlng ‘rural telephone serv1ce-.

began with the proposal that ‘the Government construct complete rural

29 "Again, 1f the government owned the local exchanges there-would be "
a strong tendency on the-part of the people to expect a uniform rate -
for service in all towns and villages the populations of which most -
clearly corresponded. ' These towns would in many cases be several.
hundred miles apart and the variation in local conditions would be . =
such that what was a paying rate in one exchange might entail the . -
-operating at a loss in another.. This would make it necessary for -

the government to adopt a schedule of rates under which the subscribers
"in one exchange would be paying the profits [slc] on his own system _
and would also be contributing toward a deficit elsevhere. In other
words it might be possible for the people in one city to be contri-
buting $5 a year more than cost per telephone in order that the
citizens in another part of the province mlght have their. telephones

$5 a year less than cost." Dagger report, p. 8.
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telephone systems in each of three or four sparsely settled d1str1cts
at a cost per systen of not.more than $25 OOO as an "obJect lesson |
_The experience thus gained would prov1de the government a. safe and
reliable basis upon which to establish standard specifications and
conditions for the development of farm telepnone service at the.lowest
cost, either by the rural~municipalities,'local companies oriﬁntuald
associations. He then proposed'that_the rnral municipalicouncils be:
empowered to‘Build and operate telephoneisvstemslwithin their”mcnicipality,
iand to.grant rights for the‘same purpose to companies:incorporated nnderif.
the laws of the prov1nce.—— always under prov1ncial controls as to .
standards and operating practices. He also suggested‘that the'government‘
assist 'municipalities_and farmers' companies :operatingifor personal pgl
profit," upon request by (l) furnishing 1nformation -and expert adv1ce,:'
(2) furnishing at cost skilled labour ‘to superintend the construction of
lines and 1nstall equlpment; (3) furnishing equipment and supplies at
cost, (4) furnlshing at cost reliable men to make periodical 1nspectlons
of rural systems and execute repairs.

He proposed that therGovernment'assist "rural telephoneicndertakings"
in regard to the‘availability and cost of capital,ieither’by'issuing
provincial bonds.and out of their proceeds advancing necessarv capital to
the'municipalities, taking‘in return.municipal bonds'asvcollateral, or
by endorsing mnnicipal bonds anddguaranteeing their interest and'principal;
of which he preferred the'forner. Municipalites, he'suggested,~conld
 materially help develop'rqral‘SYStems‘by'lending‘a certain proportion of

‘the capital necessary for construction, repayable over five to ten years;
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" such loans, howevér; should be limitéd'to‘hén~profit Cooﬁerative:véntures

by farm teiepﬁone.devélopers, providedlfhe cédp members were péféoﬁally.
liable pro rata for their shares of the 1§an;; He conc1uded hié‘report
by advising the Government thét té make aAsucceés-of‘Governmeht épératibn.
it.would'be necessary.cg recruiﬁ 6fficials who.in éddition to béiﬁg:"
competent in felephone were “consiStént{‘if‘hot enthuéiastic,‘believérsv-
in the principle of public oﬁhership...}Great care isitheréforé_necessary>
at the inceptidn of aqytgévernment:ownérship:uﬁdeftaking to select the 
right classjdﬁ men."30 . | | | | |

'Tﬁe basic struétureﬁof.telecommhnicaﬁibné in~Séska€chewan was set
when the Legisiatpre apéroved on li:June, 1908 a package of three bilis.:
The first, the Railway~and.Telepﬁoﬁ¢ bepartméhtiAét (Stat.:B.EdWard VII,
l§08, Chap; 5), created. a départﬁent qf thgf namé Héaded By.a Commiésioner,
His office.was giVén authority té purchase, éonstfuct'orvséll én&-to?

operate telephone systems. Those which he operated were to be termed .-

"the public .telephone system" -~ a confusing usage of the;:erm. Debentures

(up to 40 years -at 4 per cent) were authorized to be issued by the

provincial treasurer for the purposes‘ofAthis Act and the Rural Telephone

Act. The Commissioner was empowered to enter into joint operation,

interconnection with any rural, private; foreign,.or municipal telephone
system. He was authorized to use public highways and streets for tele-
phone purposes, and. to take property by eminent domain.. His staff was .

empowered to inspedt the construction, operatibn.énd_managemenc of any

O 1bid.




W‘f 2y -
.municipéi orvfural_telephone-éysteh and(;o'inspectlﬁooks‘aAd recbfds.
ﬁe was authorized to detérminé standards for the construction, ééuipﬁent, '
and mainteﬁanéetof mﬁﬁicibal,”rufal'or private telephone sysﬁéﬁs oﬁefated‘ 
within'Saskatcﬁewan, and tb.preséribe rules -and regulationévfof‘thé'
. keeping of boéks and accounts of:alltreéeipts_andlexpenditures for muni—‘.
'.cipal'br rural telebhone syétems. Perspnsiéperating municipal, rufal or .
privéte teiephone éystems Qe;e réqﬁired, when demaﬁded by tﬁe Comﬁissioﬁer,'_ -
to transmitAali infdrmatioﬁ he might require concerning rétes;>rentais,
.»4_tariffs,‘tqlls, Sdﬁedulés and~chafges for supplying teléphone‘éqrvicg.
If in hié opinion such rates, télls or chargés ﬁé?e'unreasopable:o?
'.discriminatofy, the Cémmissiénef_should invéstigafé and fhefeafternqrAQr
any alteration of the rates which he may déem advisable. ’Annuélvof_more
ffequeht reports musﬁ be filed b& every ﬁerson operating a féléﬁhbﬁe_sysfém
fegardiﬁg the cost, rééeipts, opération and mahagéhent ofvsdch SySEéms;
.Subject'to financial'penalty. Section 22 of this Ac£ gavevth§:govérnment
I ‘ ‘ o
‘the right to appoint: a Commissioﬁ of not more than three members '"to take
over the.cépstructioﬂ, maihﬁenaﬁce; operation and‘managgmenf of pﬁblic
'-.telephoné systems"} Undgr‘this Act and suBsequent>amendmentsttoAit,‘the.
-Opera;ionAof Qhat.came to bé known as Séskatchewan Governﬁent.Telepﬁones. 
vas conducted uwntil 1947. | . . |
-The second.Acf in the package was the-Mﬁnicipal Telephone Act-
(Stat. 8, LEdward VII, 1908, Chap. 6). ‘This‘Act, modelled on one in
‘Manitoba, authorized city, town,.village or rural municipaiites-tafﬁon—
étruéf, operaﬁe,'maihtain, buy or sell a"teléphoné withiu'tﬁéfbdundaries;f

~of the municipality.. It provided for financing by the.municipality_
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through debentnres it mlght issue; for their approVal by_tﬁe electors

of the municipallty, and their terms. The municipality:was autnorized

to interconnect or Jolntly operate Wlth any prlvate, forelgn,_rural
telephone system, and to call on the CommlsSLoner to enforce such rlghts..
It might make and enforce rules and regulat10nscfor the operatlon of,lts
telephone system and in collecting charges‘for its service. It was..
reqniredfto maintain books and:accounts concerning_the telephone"opera—

tions separate from other municipal books and accounts."Five municipa—

- lities were to operate under this Act prlor to its effectlve repeal in

1911.. Of the f1ve, all but two had been absorbed by SGT in 1925 and all
but one in 1933.

»The third element in the‘legislative'packet adopted:in 1908 Qas_ther
Rnral Telephone Act (Stat. 8 Edward VII, 1908,'Cnap; l). It-established
a variant on the Rochdale cooperative prlnciple} - Any fiveior nore lﬁ |
residents in a rural.nistrict nlgnt-apply‘to the:Commissionerito organize
a rural telephone company'”for-their mutnal benefit". vShares.were priced::'.
at‘$25 and a shareholder might.own‘from one toléd;..The anount‘of capltal~.,

with which a company proposed to organlze mlght not exceed 3150 per pole j“

mile of llne. An amount at least equal to $20 per pole mlle had to be pa1d

for before construction mlght begln. The'duty of the Comm1881oner upon

‘recelpt of a. proper appllcation (accompanled by maps and speciflcatlons

-

of the proposed_system)‘was’to procure its organlzatlon, incorporation.\

and registrationfunderithe Companies Act, without payment of fees therefor.

' Every such_rural telephone system built and operated under thisAAct.Would

be exempt from "all assessments, rates and taxes which might'be imposed,
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‘j levied or collected by any authority under any'Act." Such rural tele- -

phone companies were equlpped with the usual powers to 1nterconnect
facilities w1th other Lelephone systems, to.take what rights of‘may were
required upon payment of reasonable compensation, and to acquire or»
dispose of any private or rural telephone system.- It_nas required to B
maintain books and records of_receipts and disbursements'in a'form pre-.
scribed by the'Commissioner.. At the end‘of:each calendar year;'if'”after
providing for'all outstanding'liabilities there remains~a:balance of cash;
on hand as the result of the year S operations, the company may declare

a div1dend of up to 8 per cent on the paid—up capital » and any remalning

»surplus should be plowed back into the system,~cWhile the Government s

manifest intent was to provide a variety of forms of’assistance to the .

companies, the only provision for outright subsidy in the Actv(other‘than
the relief from all taxes and_incorporation fees) waslthe.guarded.proyision
for telephone~pole subsidy: "For the purpose of encouraging and;aSSistinésf
the development andlextension of rural telephone systems throughout the

prov1nce, the commissioner shall have the power to furnish any company

from time to time with the telephone poles required for the construction

of itsvsystem; provided that the number.of poles to: be prov1ded to any

company and the,conditions under which such poles shall be supplied-shall

~be fixed by regulationq approved by the L1eutenant Governor in Council.

It is noted that the Act made no provision for loan capital assistance.
In thejlegislative debate on these actsithe Government‘announced

its intention to buiid 2,000 miles of long distance;lines in the next few

years (500 miles to be built.that year) and to assist rural telephone

companies at a cost 0of $60,000. The Opposition Leader moved an .
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expfession of regret that the Covernment had not applied goverhment5
ownership to the rural service where the need.was greatest.‘ His argument
Was>that the strong demand for telephones was.not.iﬁ‘the'urbah areas but_'

in the totally unserved rural areas and that the latter would find it

difficult to get service under the Government policy because.of_lack of

- resoutces. -The Government responded that local cooperatives could con-

struct and meintein télephone systems_fat cheaper than could the Govero—‘
hent,'by providing volonteer.laboor to do>the oork; fMoreover, they
quoted.the Genetal Manager of Bell of Caneda‘to:the effect thet'local and
rural~systeos could be more cheaply built and maintained by local people,:
because they would be satisfied with a much lower standard of service 1f
they were supolylng it themselves than if Bell or the Governmeht was.3l
The Government bills passed. |

The Government moved-quickly to mobilize‘its‘telephone orogtemme:;'
And a modest, conservative progtémme it wes. ‘In the‘platform it took_ihtov
the General efeotion in the»fali of 1908, the Gooernment somﬁarize& its
position. Long.lihes were.to be built by the éoyetnment,hliﬁking 1ocalf:
exchahges'which.might:be municipally or pfiVately:owned. ,Assistance.to |

roral_telephone companies organized by farmers would be pfovided.32~

- There was no pledge to buy out Bell or the other private municipal systems,
‘nor to use Government resources for building and operatiﬂgvother municipal

systems. It was in every sense a flexible,posture;:congruent with meeting

31 Journals, Saskatchewan, 1908, p. 59, as quoted by Britnell, sup. cit
p. 30; Newspaper ' Hansard” Provincial AtchlVES.A ‘

32

Mo’rning Leader, August 1, 1908, Suppl. p. 8.
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farmers' ekpressed desires and minimal violation of Liberal. free-enter-
prise ideologieal precepts.

The first budget for the telephone programme was $250,000, and in
June, 1903, Mr. J. A. Calder, Provincial Treasurer was named Commissioner.
" of the new Department.,. Large contracts for equipment, wire and poles
were let iﬁ Juiy, and after a pause for. a general election, construction
of Government lines began in September, 1908. The Government's telephone
policy was en important issue in that election. I previously quoted from-
Scott's campaign'praise of the telephone bills. The strong identification =
'of_tHe Liberal party with the rural. population is revealed in this passage
from the.same_speech:

"[I]t is din the rural districts, in the 'back settlements
as is so often sneeringly said, where the Liberal strength
lies....He may be a 'back settler', his hands may be
‘roughened by hard work, but the eye of the average home-
steader in this Province is not less clear or his vote less
1nte111gent ‘than those of the dweller in towns. He is the
man who is really making the country....It is for him mainly-
that we worked to get the Hudson's Bay Road:. It is for him
- that our branch lines policy is framed. It is for him that
we bent our minds to solve the telephone problem. -1t is for
~ his benefit that we are taxing the holdings of the speculator
- and the big company, by the Supplementary Revenue Act for
education to lighten the load of taxation.borne by him as
a public school rate payer....We shall give him free school
readers. We shall give him the advantages of the telephone
at lowest cost.'"33

The leerals won the 1908 electlon and by the end of that year some
25 rural companies had been organlzed, of whlch 10 were operating to serve

_some 250 telephonee. Several thousand\poles had been delivered free to

Scott, Premier Walter, Speech at Rosthern, sup. cit.




\quandary. - Should it buy the Bell properties which were offered to it?
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the rural companies. In the winter of 1908-09, the Goyernmeﬁt_was in a.

34..

Or should it let laissez—faife rule ih‘regard to urban exchange sérvice;‘x

relying dn the Mdnicipalitieé Act to satisfy éxisting~dfban déménds for -
better service:througﬁ public ownership?'.If itvopted to téké 6vefvthe
urban service,. the government woﬁld be involvea in prévinée—?ide’operaﬁiqns‘
wifﬂ all that this imﬁliéd fp: building a douBle~pﬁrp§ée'goﬁérnment bdreau~

cracy: (1)  Patronage (including party administrative control of a net=

work of power relationships),and (2) Visible beﬁefits to ﬁhe poﬁuiafibn
.throughipfovision'of government t§lephone servicé. .If it opted to decline
.such a tékeover, it might pay too high a price for its ideplbgical'purit&
_;at thé néxt general election. Teléphones were then a‘salientﬂpolitical
.issué and #hefConser&ative appeél for outright and ﬁotal\GbQérnmenﬁ'
:oﬁérati6n~ﬁight be decisive. .The formef Waé‘thefboldéf cdufsé andfitA

| prevailed;brilliantly.

By.ﬁay 1, i909;_£he coﬁtract to Buyiout Bell pr@ﬁe;tiés ﬁéé consum-—
méted ($368,924'Was péid for 13 exchénges, 20 toil officés and some.234
pole.miles of long distance 1iﬁe) and by 1 July, 1909, the Governmgnt.
system purqhaséd the Saskaﬁchewénifelebﬁbne Cbmpany plént ($i50,586»for

four eichanges, 32 toll offices and 258 pole miles ofilong distance line).

At its annual stockholders' meeting on 27 February, 1908, the Bell ~
Company announced its readiness to sell its properties in Saskatchewan.:
and Alberta. Spafford, D. S., Telephone Service in Saskatchewan: A
Study in Public Policy, unpublished M.A. thesis, University of Saskat-
chewan, Saskatoon, Sask., 1961, p. 17. : o ;
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The Covernment also‘bought’a small ekchange‘atIWapellarand_buiit exehanges
‘at Hanley and Melville. | |

" By the end of 1909, 640 miles of trunk lines had_been built,
linking_with'the_Manitoba Government system and conneCCing Regina, -
Saskatoon and Prince Albert. With the 492 miies acquired‘by purehase;
~the proyince had 1,132 pole miles of{trunk:line, 20_exchangesAand 3,412
.subscribers.35 Duriné the same year some Y23 rural telephone eompandes

were organized adding about l,OOOomiles of rural pole line and l,OOO rural

subscribers. A new uniform system of rates was then,introduced‘(involvingl

reductions in toll rates charged in the area previously served by:the
Saskatchewan Telephone Company but no'changes.dn'the area served by the )
Bell Telephone Company).

" In the years 1910—1912,5spurred by good~crops,ﬂthe'Government's

»telephone.programme‘expanded rapidly. Long distanee poletmileage.trebled.‘

Toll offices increased from 100 to 288.. The number of'exchanges inereased

from 20 to 93 and exchange subscrlbers more than quadrupled (from 3 410

to 14,826). The Government system had absorbed four exchanges bought from -

private concerns (Saskatoon with 900 subscribersuforA$7O!OOO,‘and‘the
Swift Current, Yorkton and Saltcoats systems mith about BOO.subscriberé_
for a total ot:$30,000). The number_of.rural'telephone compandes had
‘risen to 337 and of their-subscribers to 7,809 ot_Which 4;035 were’
connected to the Government system, ‘In addition there were‘five municipal

-systems and 15 independentrtelephone systems which had beén built by_

35 Railway, Telegraph and Telephone Department Report for the Year
Endlng February 28, 1910, pp. 12 17. : :




control of an independent Commission.

37

private enterprise since 1908.

During this period'the*Conservative opposition continued tO‘press.
.for full government ownership and operation of the whole system, which

was met, for instance, by the Government argument in the 1910-11 session.

that the rural telephone companies had made great progress in building

their own lines and "...it has been demonstrated that these companies can
construct, operate and maintain these'lines'at a less cost than can be:
done under any government system thereby insuring telephone service at a -

minimum rate...." ¢ In the provincial election campaign of'l912,:the-

Conservatives made a twin attack: The familiar>demand for Government

operation of the rural system, and. an attack on the form of administration.
Now the Conservatives advocated "placing the whole system under the

n37 ‘The political uses‘of the pro-

gramme and its budget were becoming salient. The telephone issue'was.'

again central in the campaign“which.the Liberals won.

WithAthisvmandate, the.Liberal‘Government in l9l3 made'one.struc—
tural and one substantive programme.change. ,The.administration ofitelé—
phones was splithoff from railways'and Mr..G. A. Bell,_the Provincial
Treasurer"became.the first Minister of Telephones.

The-substantivevchange was.to remedy thebweakness‘of the l908'

Rural Telephone Act in its failure to provide assistance through loan

capital. The Rural lelephone Act of 1913 (Stat. 1912-13, Chap. 33)

36 Journals .of the Legislative Assemby of Saskatchewan, 1910—11, p- 7l

quoted in Britnell, sup c1t p. 91.

The Canadian Annual~Review, 1912, p. 568.-_Quoted in Britnell,
sup. cit., p. 91.
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'embodied an original and ingenious solution to this probiem'which‘did

not involve the credit of the Province. Shortage of'capitél was a -

perennial agrarian complaint, and the Act of 1913 remedied it. ‘AQ'With

the 19Q8 Act;'the basic unit creaéed by thefl9l3 Act was‘a.vbiqhtafy
associétion_of five or ﬁore‘peréoﬁs to conduct‘a fural telép@oﬁe system
for their "mutual‘benéfit"{ Bééauée it wés‘intended'to rélieve the}
c00perativerf deéendiné on equity capiﬁél,‘theishares of;étock Qere
reduced to $5 and a limit.set of féur shares pér-subscriber. ,Theirv
obligation to cover constfuction cost with équity capitalkwéS~feducéd to
thé equiValent of_$10 per pole mile. The Act authorizéd tﬁé aﬁproved
petitioners (again_given joint stock-dompany-status'tﬁrough.régistraﬁioﬁ'
under the Companies Act on m0tioﬁ of tﬁe Commiséioné?)'to;ﬂorrow.on deben -
tures up to $350C per pole mile, such dgbentureé to rﬁn for_noéimoréithaﬁ'
15 yéars at'an interest rété up- to 8 per ceﬁﬁ,_the principai aha intéresﬁ
to be repayable in eduai anﬁuél installmenﬁs. Secﬁrity fbf tﬂé.debenturé
was to be a.lien for the payment of interest'aﬁd éfiﬁqipalfagéinét'feal
estate.(outside‘municipal boundariés) ovér which‘or abutting which_tﬁe
pole lineéiand extensions of the ruréi telephone system were to fuﬁ.
Two.kiﬁds of ﬁaX'were géﬁerated by this plan;v One Was a tak_bn
every quarter sectioﬁ-(lGOAacres) or fraétion thereof lyihg én‘éitﬁef side
of or within 100 yards of the prOposéd_telephone lines of extension‘tﬁereof,
the tax being ievied in_pfoportion to acreage bwnedr Thé second (kno&&_‘
as the "run-off") tax was_applied to the parcels of land (bréyiously
identified).the resident occupaﬁgs'of whic¢h were supplied-Witﬁ_ﬁelephénev

service: Such tax to cover the total cost of all house telephones, their
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installation and connection_with the main lines of the system.- The second

tax was to be levied equally on: all Sald parcels, irrespective of acreage.

The mun1c1palit1es were: then t1ed into the system by a complex set of

relationships. ‘They were to be given notice of proposed undertakings and

their tax implications. They were to collect and transmit the-proceeds.
of the taxes to the rural telephone company. This long and complex sfatute

‘provided many safeguards to ensure its purposes. A maJorlty of the resi—'

dent occupants liable to be taxed under the Act were . required to be, share—
holders in the rural_telethne company. Bonds were requ1red from guarantee '
companies to enforce ""due accountingl by the secretary of the company of
the proceeds for the debentures, and for all other monies that ‘come’ into
his hands. Prov1s1ons requlring annual reports and approval by the
Minister were strong. As w1th the l908 Act, the’ rural companies were
exempt from‘ali taﬁation, and the Mlnister was‘giyen_discretion‘to assist

the companies through providing them poles.on terms‘of'his own.. To-

felieve the municipalities of responsibilities. they were not able to.

sustain unaided,-in December; 19l3, the Government created thehSaskatchewan
Local Covernment Board to enamine and;pass On the merits(of anyfapplication
by a localvauthority for permission to raise money'by way.of debenture orj
other security. Control over rural telephone debentures was transferred"
from the Minister of.Telephones_to that Board.3$- o |

iWith the Act of 1913 thelSaskatchewan telecommunicationsipolicy'and<~

structure was fully delineated and not until 1947 was there a significant

change in it. The change was to split off the government‘telephone

33 Statutes of Saskatchewan, 4 George V,'l913,-Chap. 41.
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operatlng system, preViously run;from a government'ministry in'the.form

of a Crown Corporatlon (Stat. 1947, Chap, 10, 13) Then.known as

v,Saskatchewan Government Telephones, 1ts name was changed to Saskatchewan

Telecommunlcatlons in 1969 (Stat. 1969, Chap. 64)
This section of the report concludes that the Saskatchewan Govern—:

ment took over the telephones when it did‘because it was politlcally

necessary that it do so. Telephones provided an.appealing nopular programme'

badly needed by a predominantly.rural population which had no hope of E

telephone service from any alternative to Government control.: Ideologically

the Liberal government made the least possible compromise of its principles. -

'~ The populist sentiment which ruled both parties in the Province had no

inhibitions against using the State to meet practical problems of this
kind, pragmatically. - Moreover,sthe Bell.Telephone Company was not

opposed to selling out to the Pro&ince; its interest in serving a chiefly.

rural area was marginal at best. In answering the question, why did the

Government take over the telephones, I have dellberately Set forth at
some length the statutory mechanlsms whlch the Government employed in

doing so. While~perhaps not strictly necessary to understanding the why

of the takeover, this information also provides a basis for considering

the next question.

g




- 33 -

III

'How.and Why Was Saskatchewan's Telephone Administfatidn Different From -

Those in Manitoba and Alberta?

Two maiq differenceg separated the orgaﬁiéétipnal.patterﬁé‘adbpﬁed

bj Séskatcheﬁan and its neighbouriné pfovinces féf theﬁdevelépmgnt.of-‘
‘telecommmications. One is the large ;ole played«ﬁy ruraliteiephone
companies in Saskatchewan, as cont;asted with théir felatively smali role -
iﬁ Alber#a and Manitoba. The other is the tightffﬁsion-of_teiébhoﬁéA.
administration.with govérnmeht in'Saskétchewan,tés againstithéllobseri
relationship‘evident in the néighbouring provihces.f

. Just as the large significance of rﬁ¥ai‘telephoné‘Compapigs in
Séskatchewan is mutually determined with'thé‘felatively'ménélithig.télé—
phone adﬁinistrative structure,Aéé the.reasons forfthese.éharaéteristiés
‘are ciosely liﬁked. ;Fﬁndamental to the differences which hark thé..

N : : S
Saskatchewaq_telecommunicatidns structure is .the human geography of the
three prévinées;- The location’of people in ?élation to éities and férms.
TaBle.lAshowé the percenﬁage of"fufal to téﬁalUpépulatién; By Proﬁince,
‘1901,-19ll_and.l97l, as well as the pefcentage of'éaéh‘proviﬁée's

population represented by its largest city.



5 ‘ - : - , . Table 1
vRural Population and Population of Largest City.as Percentages of Total .~
' Population, by Provinces, 1901, 1911 and 1971

Rural Population as Percentége of Total
1901 - - 1911 - 1971

British Columbia . : 62 . ' 48 ) C 24
Alberta 49 .62 Lo 27
Saskatchewan - : - 81 . - 73 47
‘Mani.toba ' : 72, . - 56 31
Ontario . » C 57 47 -18
Quebec o - ' 60 - . 52 .19
New Brunswick o . 77 . 72 : 43
‘Prince Edward Island = 86 - 84 62
Nova Scotia : ' 72 62 © 43
Canada® - : 62 54 . 23

Population of Largest City as Percentage of Total .

1901 . 1911 1971

British Columbia - ' 15 : 26 49
Alberta . B 6 12 - 30
Saskatchewan: 2 6 15
Manitoba ~ 16 ‘ 30.° 55
Ontario ’ 10 15 - 34
Quebec ‘ 16 - 23, 46
New Brunswick : 12 12 17
Prince Edward Island - ~ 12 : 12 23
Nova Scotia * 9 9 28
Canada* : 12 S 17 . . 38

% Exclusive of Newfoundland for which 1901, 1911 data not available.

. ' Source of data: Census of Canada, 1911. Queen's Printer, Ottawa.
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Saskatcﬁewam has:becﬁ sdbstantially,a_mére'rural:province than‘any-bther\
.(excluding'the ﬁaritimés). Inilgll, about: the time Saskatchewan's.QoVern—}
-ment férmulated its téleCoﬁmgﬁidations policy, some three'out;of fout
people lived in rural areas, while,invManitoba only-abpﬁt:one out df»twO.
did éo, and in Alberta, three out of five. Siﬁilarly witﬁ.théAfélatiQQ
bulk of- populatlon llVLngvln.the provinc1al metropolls. The préportlon
of Manltoba s p0pu1at10n whlch lived in Wlnnlpeg was elght times. the pro-
portion of Saskatchmwan s whlch lived in Regina in. 1901 five times in
1911, and almost four times in 1971. Alberta s situation was almost as
gréat a contrast. The pfoportion~of'its populatibnAreéidént in its
iargest city was three,times és high as'SaékatgHewan;s iq 1901 and twice
as high in 1911 and 1971. ;SaskatchewanYS coﬁcentratipn éftbopulatibn'in-
its latgest city has been COnsistently.lower:than in ény othet’ptoVincé;
not extluding the Maritimes.'>Ihisjagrafian fact about Saskatdhewaﬁ is -
._fundamental to an understandiné of why>its telecoﬁmﬁhitétions policy

initially took the form it did, and why it continues today to be unique.. .

The Political Gebgraphy.of Crosé—spbsidization

Saskatchewan, primarily dépendenttécoﬁomicaily.on agriCulttrg;
was chronicaliy short of capital. By planning.é system which~was sub-
stantially to.be financed on a‘"do—it—yéurself"Amutual basis ty coober;
ating farmers the Government brought the capital'cost of-thé'Gove:nment
system within tolerable limits. - If thé annuél cost tf ﬁaintenance.énd‘

operation would be lower under-the~system adopted than if the whole

~ telephone plant in the province were. operated by the Government -— and .
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this too was clearly the fact -- it was because farmers would get the work

done cheaper and would be more accepting of inferior service standards,

" knowing that what they got .in the way of service was their own responsibility.. - .

That the wage labour force would be deprived-of work or work at lower wage

standards than if employed by the provincial:government telephone admini4
'stratlon mattered not at all to the farmers any more than they would feel

it unfalr that they should have the beneflts of telephone technology while

the native peoples did not. . The-genlus of the 1913 Rural Telephone Act. .
lay in two of its features: (1) laying the taxes to repay the debentures
on those who benefitted from the service; even if they were absentee owners,

and'(2)'obtaining the capital from mostly out—onprovince sources without_

- having the credit of the’ mun1c1pallt1es or the prov1nce pledged for redem—‘ .

ption and interest. Up to l946, more than $17 500 000 had been ra1sed on -

these debentures, of whlch some $16 million had been repald ' In‘contrast,‘

the total investment by companies under the 1908 ‘Act was only $778,OQO.39'

A )

The decentralization built into the Saskatchewan telecommunicationS'

structure was flexible for expansion or contraction. In the perlod 1910 -

to l930 (wben the number of telephones in the province reached its peak to

.date),_the number of -telephones subscr1b1ng to government-exchanges o

expanded 12 times, while the number of other telephones_in~the‘province

~expanded 34 times. Conversely, from 1930 to 1933 the decline in number

of gonernment exchange telephones was 23 per cent, while the decline in

the eXtensive‘fringe of other telephones was 40 per cent.40_

3 Warren, W. F., Report on Rural Telephone Serv1ce in Saskatchewan
June 12, 1946. Provincial Archlves. .

40

Data from Britnell, 5&2- cit., p. (x).

- Government Exchange Stations: 1910, 31412' 1930, 41,959; 1933, 32,286. -
Provincial total, all stations: 1910, 5,710; 1930, 116 385;. 1933, 77,130.
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And in an area accustoméd»to the vagaries of.dry farming, such flexibility

optimized resource utilization.
Under the more centralized systems in Manitoba and Alberta such’

flékibility was minimal. _In'l929,-at‘thé peakidf exténsivé'feiéphone

development just’priof to the dustbowl and depression peridd, G0vernment . f

exchange subscribers numbered 48 percent of all telephone subscribers in
Saskatchewan, while in Manitoba énd Alberta the:comparable proportions -
were 82 and 65 percent, respéctiveiy.

Cross-subsidization.is an inexorable fact of life in industries of

high overhead cost._-Wé noticed above ‘that Francis Dagger as early‘és 1908

~was arguing that a cqmpfehensive'govérnment—operated;telephone network of

exchanges would entail cross-subsidization between cities. An important

corollary of the principle of fiscal‘frugality which Saskatchewan employed.

in limiting its government-operated telephone. system to the cities and .

towns is that by doing‘this it made' any subsidies which‘might be advanced .

to help the .rural telephone systeﬁ more visible and less'automatically
forthcoming. A report on "Rural Telephone Service in Saskatchewéhﬁ; by
W. H, Warren, Deputy Minister of Telephones in 1946, saysf:

"Immediately prior to the.commencement of rural con-
struction in Manitoba, it had'been freely stated by’
those who advocated Government ownership of rural

. lines, that the rate structure which could be applied
would be ample to cover all operating, maintenance and
overhead costs which 'would apply in connection with-
this branch of the telephone service.' However, in
practice this did not materialize and deficits were

- experienced in supplying the farmers with telephone
service. This condition has continued up to the
present time.




"The. Manltoba Telephone System has been able to offset
the loss sustained in the operation of their rural

“lines by the revenue received from. the Winnipeg tele-

phone exchange service, (for every rural teleptione’
operated by the Manitoba Telephone System . throughout
the province, there are over four local exchange tele-

" phones in use in the city of Winnipeg). In addressing

the United Farmers of Manitoba at their convention held -
at Dauphin in 1932, the Commissioner of the Manitoba
Telephone SysLem stated in part as follows: .

"'"The Winnipeg branch of the &ystem had a
profit of approximately $416,000.00 but

we lost -in the country $410,000.00. We -

lost in the operatlon of every rural tele- '
phone $25.71.' o

"The rural telephone rate in effect during the year which
was referred to in the Commissioner's address was $30.00.

per annum, so that it would appear that the cost of pro- I |
viding rural service in Manitoba was $55.71 per subscriber.. - P .

" The rural telephone subscriber paid somewhaL more . than half

the cost of prov1d1ng the service.

"The Alberta Government adopted the policy of Government
ownership of rural lines and an extensive program of rural
line construction was proceeded with.

"It soon became apparent that the revenue derived from the
rental rate which it was considered advisable to charge the
subscribers fell considerably short of the revenue required
to provide the service without loss. Operational experience
disclosed the fact that a rental rate of between . $50.00 and
$60.00 per subscriber per annum would be requlred to operate
the rural llnes without loss.

loss sustained in operating rural lines was identical with
the eXxperience gained by the Manitoba Telephone System but

. there was this difference to be reckoned with -- Alberta. had
" a larger number of rural subscribers than Manitoba with a

correspondingly larger operating loss and what was more
important, they did not have a large metropolitan centre

"similar to Winnipeg from which an operating profit might

be obtained to offset the loss suatalned in operatlng rural

\
"ThevAlberta Telephone-System s experience in.respect to the - . :
lines.
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"This operating loss continhed‘from year to. year until o
a large deficit had accumulated and the experience gained
in operating rural lines caused the Government to dec1de
to discontlnue the ownershlp of rural llnes.
"Having made this~decision the Government decided that~ruralr'

- subscribers might form mutual companies and operate them in

a manney somewhat similar to the rural companies in Saskat-
‘chewan. The Government notified their rural subscribers.:

to this effect and the formation of rural telephone companles
was proceeded with. The transference of- ownershlp of rural
lines to the newly formed mutual companies was commenced_ln r
1933 and concluded in 1936. :Today the Alberta Government
Telephone System does not own rural telephone lines, but in-
place of its former ownershlp of these rural lines, there

are 783 rural mutual telephone companies prov1d1ng rural

.telephone service - for 18,926 subscribers.

'What can happen. invisibly within Mani toba Telephones by way of
cross-subsidization of farm by urban users cannot happen that way in
Saskatchewan. Mr. Warren's was only one of a number of studies—done by
SGT to analyae_the problems of Saskatchewan rural telephones and.consider'
means to alleviate them. "At the time of that partlcular sLudy, 1946
Warren sa1d that the long perlod of drought and depress1on Whlch reduced
farmers' cash reserves to the vanlshlng pOlnt had had much to do w1th the_ :
poor condition of the rural companles ~ lines, but indlfferent management
had also had much to do with it} The Department of Telephones was be1ng
~pressed to prov1de asslstance to put thelr llnes in order or to have SGT
take them over. Assumlng that an annual rate of only $30. 00 could be
charged rural subscribers, he estimated that the annual-operating loss due
to the takeover of all the rural telephones would be $l 560, 000. An

additional annual subsidy from the prov1ncial treasury to reconstruct the

rural lines of $780, 000 would be requlred for a ten- year period. The

41 Report, in Provincial Archives.
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.total annual cost of thertakeever Qould thus be $2;340;000_fdr ten years
and 51,560,000.thereafter, Interestingly, he.said:that the eurplus_ |
generated by SGT which could-be applied against'this 5ubsidytwoula amount
to about $250,000 per annum., Thefcdst of the takeover, in.his opinion, o

would be insupportahle. Instead he proposed a programme of technlcal
a551stance for the troubled rural telephone‘companles, lncludlng (1) re-
building rural line railway crossxngs, (2) moying rural c1rcults to long
distance pele leads where ﬁole leads parelleled them, (3) rehewal and re=
building of rural telephonelinstruments for automatie service. _The cost
of thlS assistance programme, if staged over a 20—year perlod Would declinef i_
from some $672,000 annually for the flrst flve years to some $349 OOO for th"
the last ten-years.' He proposed‘that the telephqne department-assistance'
(i.e., SGT 3ur§lus)>teke,éare of some $247,600‘annuallylin the first five
years, dropping off to $49,0Q0 in the last ten years, with the prerinclal
treasury hieking uﬁ.the.remainder; | |

The Warren report exemplifiee heﬁ the Saskatchewan systeﬁ handled ~
problems of shbSidy‘to unprbfitable portions of the teleeommunicetions
system. It also‘raises_questione as to hpw mpeh subsidy ie provided ln
Saskatchewan ln éueh ways;.lTo What extent epes the rate;payer who
patrenizes.SASKTEL 5upport the uﬁprofitable servlces? To whet extent does
the generel taxpayer? It also opens up the besic‘question of whether the‘r
‘telephone users of profitable services:in Saekatcheﬁan bear the hurden‘efl
technical innovatlon for the whole System, and whether the general taxpayer

bears any portlon of that cost7‘ We return to this questilon later.
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The FarmefQBureauérét Axis

The second category of explanation whyﬁtﬁe SaskétcheWan teiecommuni¥_;,
 catith'system issso tightly fused with tbe Governﬁént'is the‘fact'of the |
'early implicit mutual assistance pact beﬁweén.the (predominaﬁtly‘rural).
users of teléphone service aﬁd fhe Liberal pérty; BétwaenAthe deﬁwork of“
far—flungAfarmer'telephone associationsiand ﬁﬁe.patrénage‘cornucopia of_C
the operation of the public telephone system by a quernment department;
‘And in making this comééct remarkabl& gffective.aﬁd durable,fthe quern;
: meﬁt's contrél of_information abop# what it was doing with telephdnes_;gt
a pattern ofisecrecy wﬁich stilliinsulates a quite-differentfmutuél |
;assistance‘pact (between,whateyer party is in power on the one‘ﬁahd, and an
autonomous, industry-minded telephone bureauéraconn_thé othervhénd).
Uﬁfortunately the evidence at hénd-to suppbrt‘this propositién p:ior to
vl930 is entifely circumstantial.. It séeﬁs aé if fhe»natdtévofvthe coﬁ;'
‘tinuing mutual assistance axis has beeniéssumed by ail concefned rather

“ . . . C

' than consciously coﬁstructed. In appraising the'evidence,.it is necessary. ..
to eschew moralizing and remember that iﬁ_the individﬁalist{w‘efhic of théx
. times; sharp practiée and‘¢onflicts of intérest'wéfe condoned; eéﬁécially
.~ 1if they weté unnoticed:
1.. Thé Liberal Party, és the fi{st Governmenf party'inASéskatchewan,
Uhad to build its own political méchine.in the‘prévince de novo, and.tﬁe
pace of development was so hectic from 1905 to 1929 that strgng.measures
'go this end weré necessary. The machine.was,so weil built fﬁat:it lasted
- 24 years, more or leés intact.
| 2. Of thé-available sdurées.of patrénagé,_the most promiéing was

the telephone administration covering the province with strong public
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demand for the service. ‘The highway\syétém; absent thé maéérdevelofméht_
of the automobile for mést of this périod,-offered no éimila? rgs¢urces;
.And the politicai benefits-derivéd from confrél of:railways existed more
_ét_the:federal than the provincial level.

3. The Party's chief "money man" who would also be the focus bf
' the[patrohéée'system Qas‘typically also named as the Ministér of Telephoneé
in the crucial early years. 'Mf._J; A. Célder had:beenvMihisﬁér'of thé.'
Treasury wheﬁ in 1908 he to@k on the Ministry.of Railways, Telégréphs-and
Telephones,. to hold the post until 1913; He was-éucceeded by Mr. C; A. :
Bell‘aé the first Minister of Telgphones; Mr. Bell had been Pro&inciél |

Treasurer previously. In 1918, Mr. Bell moved laterally to.the chéirman-

ship of the Local Government Board and;was Sdcéeeded by Mr.fC. A. Dunning,v'

. .
N

 as Minister of Telephones; Mr. Dunning had been Proviﬁcial Treasurer since

Odtobéf, i9l6.

.'4. Co-incident with the decision to buy oQt Béil ——-éﬁoﬁt:Febrdéry
..i909 — tﬁé Go§ernmenE movéd to prevent municipaiities-frbmfﬁsing.the Act
passéd lesg than a yéar earlier, permitting thém~to acquire-é#d oéerate\~
telepﬁone systems. It thus pre-empted tﬁeveﬁtiré ﬁrban'markeﬁ for ité own -
‘system. Tﬁe éirst annual répdrt‘of the Miﬁistér fécbmmendedl"...that the
'Department build“all towus'instead of allowing them to be'bﬁilt by'privatel

42

companies or by the towns themselves.'"'~ The legislature limited the
appiication of the Municipal Telephones Act of 1908 to the five municiQ

palities which had managed to qualify under it by 1911 -- the last of them

42

“Annual Report, 1909, p; 9.
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was absorbed by SGT in 1955 43ﬂ The reasons glven for this w1dtn1ng of

the scope of the government system (and patronage) are 51ngularly uncon-

v1ncing.

5. The Government, using the plausible argumentithat.the.telephonef

was a commercial operation and that normal eivil.serpice and treasury
regulations mould_be burdensome, relieved it.of suoh.obligatioms_tptough'
a series of statetofy amendments, THe tequirement of prior‘audit qn-
expenditutes wes relaxed py'the creation of a revolving eovance~aceount‘
for purchase of supplies in léllv(Stat.‘of.Saekatohewan, l9ld—11,_¢ap.‘7);
In 1912 telephome revenues were made a sepatatelaccount eod operating

expenditures might be'charged ditectly to it (Statutes of~Saskatchewen,{

43 Statutes of Saskatchewan, 1910—11 Cap. 23.

44 "It might be well. to con51der ‘the adv1sabillty of dlscontlnu1ng thlS
method of establishing telephone service. The existence of municipal -
town systems renders difficult the economical and convenient division of ..
long-distance territory into districts. - Were those systems operated

"and maintained by the Government more compact territory could be

allotted to the care of a district inspector, which would mean less
expense and insure better service.  In the matter of supplying rural
service the method prov1ded for under the terms of The Rural Telephone Act
appears to have captured the field.. To continue the privilege of an
alternative method by granting to rural muncipalities authority to erect’
systems means the possibility of confllct.' There is this further
consideration that the rural systems seem better adapted to fit the -
working of the general provincial system." Annual Report, 1910, p. 14
And the ubiquitous Mr. G. A. Bell, in a speech to the Saskatchewan

Rural Telephone Companies' Association in 1920 said, '"He remembered

when the Legislature enacted its first telephone measure and provided -
for a municipal system of telephones to be erected and operated by the
muncipalities. After some time it was found that this scheme was not
likely to work out .successfully because the boundaries of the munici-
palities did not conform to the trading centres....Difficulties were
forshadowed and the project had to be abandoned. (P. 4, pamphlet in
Provincial Archives.)
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1912-13, Cap. l)' A commcrcial system of accohnts was authorized for the
Department in 1917 (Statutes. of Saskatchewan l9l7 Cap. 34). - And the
Government permitted the'Department to accumulate certain internallfnnds.
(Statutes of'Saskatchewan, l910—ll, Cap. 7;‘andfl918—l9, Cap. lO};_-As o
.hr. Calder explained the 1911 amendments their_purpose was to place the

Department on a "purely business basis" and to ensure_that.there‘would be

"no politics in the thing whatever."Qs‘ In 1919 the Minister was authorized

to hire and fire employees outside the civil service regulations_(Statntes
. of Saskatchewan l918—l9, Cap. 10). The teléphone“administration was;on
its way_to both "autonomy" and patronager . o

6. The telephone programme was large,”expensive; and‘rapidlyp
accomplished. In the 11 years from the startiof the Government programme
in 1908 to l9l9 the Government spent some $7, SOO OOO on capital account
of which $350,000 was forlfree poles for the rural companies. In’the six
years, 1913- l9l9, some $8,267, 000 was raised from debentures, and spent._,'
No reliable;estimate of the amount spent by consumers of'telephone service
for the period is available. On the phySical level of the Government |
system, 4,249 miles of long distance pole line and 220 exchanges were
built, 18 exchanges were purchased, and the number of exchange subscribers
increased nearly 8 times to'24 000. Some 1,065 rural telephone companies
had built plant with 39,459 pole line miles providing service to 41, 477
rural customers. It was a spectacular achievement in development and

perhaps an equally~successful source of patronage.

45 The Morning.Leader March 9, 1912, p. 5.
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7. Some more direct evidence. :In'l9l6, "wholesale charges of
corruption and bribery'preferredrby the Conservative Opposition"46
brought.three Royal Commissions to investigate them and resulted in the
expulsion from the Legislature and criminal convictions of several
Government supporters. The Conservative, J. E. Bradshaw, in moving for
a Royal Commission of .investigation, said regarding the Department of
Telephones:

"That certain officials of the department have connived .

with other persons to defraud the public by means of

excessive prices on contracts for purchase of supplies

for w1r1ng and installation and have been guilty of

conniving at a part1c1pat10n in graft;

"That the Honourable George Bell (Minister of Telephones)

‘is directly or 1nd1rectly interested in a company or

companies having large deallngs W1th the Department of L

Telephones;

"That the.said company or eompanies’have taken advantage

of such connection with the Honourable George Bell to put

pressure on rural telephone companies to buy supplies, -

secure guarantee of bonds, and have 1nstallatlon work‘\

done by such favoured companies. '

On February 7 1916 in the question period in- the Legisiature the'charge'.
was made that Mr. S. P. Porter, who had been a Liberal organizer and held
the post of Deputy Minister of Telephones from 1908 to 1912, had bought

a certain plot of land in Sw1ft Current for $22,000 and that shortly

thereafter the Government bought the land from Porter to build anAeXChange

on it for $30,000. The Government named Sir Frederick Haultain,.Chief

‘Justice of Saskatchewan and two other justices to investigate these and

46

Britnell, sup. cit., p. 100.

Journals of the Leglslatlve Assembly of Saskatchewan, 1916, pPp. 157 8'
Quoted in Brltnell, sup. c1t., p. 100a.
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“ - charges of mismanagement of an asylum and jail. The justices were not
relieved of their court duties and before the Royal Commission made any
- report it was dismissed, 21 months later. Investigative reports in.the-
Provincial Archives, while fragmentary, seem to support the charges of
corruption.
In 1929 the long Liberal - Government rule ended and a Conservative
Government employed the‘firm(ofAO._J. Godfrey & Co., Certified Public
chounténts,.to study the affairs of the Telephone Department. Regarding
rural telephone companies, the Godfrey report concluded that their
accounting was géneraliy poor; that somé compénies'made no repbrts tokthe'-
Department; that some 4,000 quarter-sections had been exémpted from
taxation to service the debentures, while another 2,000 quarter-sections .
were taxed without beirg gazetted; that 374 secretary-treasurers were not
. bonded; that many instances were found of mismaﬁagement and iof, ‘funds not _
accounted for.*8 An example.of the exchange of favours by the Department’
and rural telephone companies is suggested by the comment of the Godfrey R
report on the North Forres Company:
"Special reference is necessary in the matter of the
North Forres Company, which we understand:is- the largest
in the .Province. No statements for 1926 or 1927 could
not be found....Many letters expressing dissatisfaction
were found, one from the Secretary of the Rural Municipality - -
of Keebleville, written February 2nd, 1926 at the instance : i
of a large number of subscribers, asked that the Company
be allowed to become insolvent, or that the Department
take over the Company. This letter also states that many
of the names on the original petition were forged, and:
that the same was true at a later date, when extensions-
were planned. This company has been in default consis-

tently, and as some taxable lands have been. abandoned,
the burden on the other lands has become heavier.

. 48 Spafford, D. S., sup. cit., p. 48.



- 47 -

"'On-April 15th, 1929, a large portion of the trunk lines’
- of this company were damaged by storm. Officials appealed
to the Department for financial help in rebuilding those’
lines. On June 12th, on recommendation of the Minister
dated June lst, -authority was given the .Department to .
" rebuild at an estimated cost of $15,000. ‘A contract was
let for $19,450. We have been unable to find precedent.
for this action, and have submitted the matter for opinion .
to the Attorney General, as we consider it of extreme . i o
- importance." : : : :

The Provincial Archlves also contain affldavits alleglng pay~offs from -
contractors to 1nspectors to pass shoddy constructlon and from pole suppllers
to Department offlcers and inspectors to pass sub standard poles in the
period 1908—1910, and-w1re—tapp1ng;and burplngtof flles at the tlme of the
1929 generalﬁelection. |

8. Control of information about telephone administration was in the

“hands of the Government Department and- the policy was to obscure what was
_ happening. The annual reports of the Department were superficial and

 .sloppy (pole mileage planned was treated as built, etc.); The accounts g

were in seriouls v1olatlon of then—current accounting prlnclples. The
Godfrey report (1929, suQ. c1t.)~sa1d:

"There are no satlsfactory records in the Department prlor :
to 1913..." (p. 17) :

"In the past it has been'impossible‘to ascertain whether
profit was made or not from the public accounts.'". (p. 5)

"Commercial practice provides for the charging of depre-
ciation as an operating expense. No rates of depreciation
have ever been established, the custom being to treat the
year's surplus as depreciation.'’ (p. 10)

"No‘depreciatioo.reserve'has ever been taken", [despite a
Treasury Board ruling that such be done, April 25 1923]
" (p. 10) .

43 Interim Report, 0. J. Godfrey & Co., November 6, 1929. Provincial
Archives.
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According to the Codfrey:feport there were no aécountants{in the»DepérE—
ment prior{to l9l3. In that year'a'competeht~aécoﬁntant wés emﬁloyed.f
but his advice substantially ignored down to l929;> In-l934,.Pr6fés§or
Britnell found it ‘impossible to get information ffom theADe?artmenE’
béyond the confusing public reports:

"It appears impossible to get any really adequate
picture of the Saskatchewan Government Telephone

System as an operating utility since the telephone
accounts in addition to being more hopelessly confused
~and inadequate than those of Manitoba or Alberta have
ever been have continued down to the present day [1934]
to illustrate what Professor Mavor would have described
as 'a total lack of the elementary principles of
commercial accounting'. In addition —-- though perhaps
“in view of the state of the accounts, quite naturally
——- any request for enlightenment on the financial .
working of the system meets with an 1nvar1able and
dogged refusal.'"20

At some time in the past 40 years the Department seems to have
installed an adequate accounting system. Our experience in the present
study suggests that the policy of secrecy, established in the first two
- . - ) . N - :

decades of Government operation of telephones in SaSkatchewaﬁ,'continues

to be practiced as far as concerns queries from "outside". It .is assumed

in this report that the early "corruption" and arbitrary handling of
accounting information long since ceased and that SGT and later'SASKTEL

have .been no more or less subject to such practices than large privately

- owned enterprises. -

How is one to interpret the obscurantist infdrmation.policy of ..
the Liberal administration of the Department in the formative period,

1908-1929?  Was it a case of populists incompetent in business affairs -

20 Britnell, sup. cit., p. 90.
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"playing at keeping storé"?. i déqbt it. THe Scott aﬁd laterjﬂibefal_
Governmenté were led>by ast@té businessﬁen quite familiar with the ﬁéeé
of accountancy. If innocenf incompetence be‘ruled 6uf it séeﬁé fhat
the infofmation policyvf0110wed was deliberatg and knowingly bbécurantist.
If this comes close to expléining the‘deficienciéé in agcoﬁnting‘aqd>".
public reporting, it‘éiso'iﬁdiéates a skilfuil use - (or ‘misuse) of iﬁfor—
mation to screen from pryiﬁg~eyesAthe actual operétion of.a mutﬁal aid-
compact between farmers organized in ﬁhe Liberal Party onifhe oﬁe.hand
and departmental employeés.' The latter elemeqt; in this Qiew; éouéht
security and advancement. .Inrthe‘first 20 yeérs their security may have
taken the form of personal profit-by sharp_orAillegal practices.
Igcreasingly, as thé currént etﬁic of politicai ﬁorality Eightened; thei;
. security wouldﬁhave takén'fhe fofm of job-security énd saﬁisfécﬁor&vferms
of employment. In both thé'early and later:period, stéff ségurityvséeméd 
. to require‘freedom from prying eyes.. "Autbﬁoﬁy" is the current térm for
such freedom. Which brings us tdAthe next aﬁd‘last section of this feport;

concerning the autonomous character of SGT and  SASKTEL.
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V.

Toward the "Self-regulating", "One Stockholder", "AutonomouS".Telephohe-
: ' "Industry" :

iﬁe fiscal policy for telephoneszwas‘set‘in-vague terms‘by‘theAl‘

Scott government in 1908-13. The whole teiephone éd1iéy héd.qu para-—
meters: It should pe;mit rapid, flexiblé growth of "the éystem,Aand i;.
should be financially self—sustaining. \Self‘;eliénée wa$ £he bésis of
bofh the fural and urban segﬁents.of the:pfogrammé.. The cleérésth
expreésion'came from a Gbyernment Spokesman in legiélatiye Aébate wheﬁ

he SaidAthaﬁ_the Government.system‘fShould-bé self*suppdrtipg;" The
Government 'didn't believe in the Goverﬁment‘giving every man everything -
“he chosevto ask for‘whether in the city or the céuntry." Raéher it |

ol

"believed in helping people to help themselves.' . In a‘speéch fo the

. Rural‘Telephoﬁe Association in 1920,.thé4then4Minister of Teléphonés said

that the Government was "obliged...to make the Department's system pay its

, N ,
way'. His next sentence revealed the agrarian bias.

"The Government had no intention of taking a dollar out

of the taxpayers to provide others with telephones .

becaugg they would be charging the people least able to
uS2 : ]

pay. _ .

This service at cost policy'prev@iled from 1908 to 1930.53 Iu the

51 Langley, George, The Morning Leader, February 14, 1911, p. 5, quoted
in Spafford, sup. cit., p. 34. -

92 pddress by the Hon. W. E. Knowles at the Annual Convention of the
Saskatchewan Rural Telephone Companies' Association, Regina, July 7, 1920,
p. 3. Pamphlet in Provincial Archives. . o : :

23 4 minor qualification is the fact that the budget of the Rural Tele-
phone Branch of the Department of Telephones was railsed by the civil vote
(rather than being supported by telephone revenues) from 1908 to 1927.
'The burden thus imposed on the taxpayers was comparatively modest.

]
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next 13 yeals, 1t was mOdlflGd only by superimp051ng on current costs the

discharge of the accumulated deflcit which had been disclosed by the Godfrey ‘

investigation under the Conservatlve Anderson Government in 1930

Under the C.C.F; Government of T. C.ADouglas beginning in-l944,‘the\

public telephone system provided profits to the Government, later taking
the form of "dividends". The accounting procedures evolved sLole. For

ideological reasons the distinction between premeditated "profits" and

unanticipated surpluses was maintained, and the latter tended to find.

their way into a '"special depreciation fund" and a reserve for 'postwar

contingenCies (1944 to- 1947). Beginning in 1947,‘S.GVT., then organized.

as a crown corporation, transferred most of its net revenue to a reserve o

for capital expenditures. 1In 1948, the Oppos1t10n asked whether the

- service-at-cost -principle was being abandoned. Mr. Douglas replied that

the Government - -had

"...worked out a plan for industrial development over a
period of years, and...for the next number of years, the
amount of money that will be ploughed back into_expanding
the Telephone and Power system of this province will. be.

far in excess of any revenue which we expect to get from
ic."54 '

In 1957, the crown corporation began declaring annual ''dividends"

to the Province. Such dividends go into the general tax revenue flow and-

are not earmarked for telephone purposes.: From 1957 to 1964 these "divi—_

dends' -equalled the net income, amounting in 1964 to $4.7 million. :

.Beginning in 1965 the "dividend" amounted to about half of the net income,

the other half going to "Retained Earnings . When "dividends -began, so

34 SaskatcheWan Legislature, Debates and Proceedings, Vol. l,‘1948,
No. 24, p. 14. Quoted in Spafford, sup. cit., p. 97. \
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'also did_che corporatiouAbegin ngking.éizéable "gfants ;d:municipéiitiés
in lieu of taxes on its p_robérty"f _Théée grants,icalcﬁiéted_at the géing'
mill faceé in the mﬁniéip51igies,\améunté&’in 1973 to $689,000.
o .The service—aﬁ—anfofit policy~adoptéd affér WOrla War‘II'ygflects‘
the way in which the telephone administrétion and ghe C.C.F. Govérnment-
of T. C. Douglas and Noodrow;Lléyd (1944—1964) respénded tb.tbe éost—wqr
: possibilitiés of_growth‘iﬁ SaskaééheWaﬁ. In the.évent,.théjgrbwth.in-
' size; power and "autonomy" of thé telephone administratipn'since;i944 Hés

been very rapid. The originél cost less deprecilation of its telecommuni-

cations plant rose from about $7.3 million in 1945 to $192.4 million at
* the end of‘1973'f— an average-inérease over 39 years of $4.7 million per
annum. The capital for this plant expansion came from two sources:

Retained earnings and debt._.The exp1icit policy of the C.C.F.;deernment

from 1944 to 1964 was:to regard the teleﬁhone_enterprise and SASK POWER.
as "simplyruniversal,cooperativeé".éperated."cqopefatively on tﬁe basié
df service at éost” with the ﬁnderstanding that “anyysurpiuses Willnbé
used to extend the facilifiés to én éver.gréater:number of péopie."5
In planniﬁg its fiscal affairs as in planniﬁg its service,,rate and other
' policies,'SGTfSASKTEL has come td_be.guided by the pfactice‘of.the
Canadién telephone industry, 1éd‘by Bel%.Ielephone of‘Canadaf As early as
1960 And poésibly much earliéf,lghe oﬁjective of SGT was to'eérﬁ‘é rate
of return "at least as high és'tﬁe current effective annuél~fate(of interest

on borroved money."5®  Planned profits had succeeded fortuitous or

55 Saskatchewan Legislature, Debates and Proceediﬁgs, Vol. 7, 1954, No. 5,
p- 11. . . . } . ’ .

‘ 56 Spafford, sup. cit., p. 11l4.
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residual profits.

What.has been the»relationship of the PrOVincial Government to‘the«
public telephonedsystem in financial terms?. The Saskatchewan,Government
telephone'system is'unique among'the prairie‘provinces in that while'the.~

f'people_of Saskatchewan~"own“ it, their Government.made no inveStment of |

_equity capltal in it. What the people own- by way of a telephone system
they: did not pay for through taxes. In'Alberta and Manitoba the Govern—
ments advanced 'permanent 1nvestment of the Prov1nce, not subJect to
repayment....."57 The fiscal relatlonship of thetsaskatchewan Government
to its publlc telephone system from its 1ncept1on to. the. present has

" been that of a banker, making cash advances repayable from‘telephonel'
earnings, underwrltlng bond issues for large amounts.of-long—term loan .

'capital; and‘receiving profitsvfrom the telephone system; AThedpost—'
World War II expansion_programme,-however,'could.not be totally finaneed

~ out of retained earnings and Government borrowiné;'although those'remain :
" the princ1pal fiscal tools. Thevfailure‘of the.GovernmenteFinance
Offlce --an attempt by ‘the C.C.F. Government in 1947 to. curb the ten—

. dencies of the crown corporations to operate autonomously through puttlng'
‘them under what’was in effect a holdlng eompany "device —— resulted from-
the pressures of thetioan»capitallmarket.. And when.SGT and'SASKPOWER

- were given back their autonomous status in l953‘and 1950 respectively,
they were éiven separate borrow1ng powers: to issue bonds on the security

-of their corporate assets. The puhlic telephone system made use of this.

privilege when it borrowed on a.$lS m1lllon line of‘credit in l967.

37 Godfrey report, sup. cit., p. 5,.quoted in Spafford,.sup; cit., p. 94.
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A showing of profitability was reQuired by‘the cepital market as

a precondition for makingvthe_large loans which'the expansion of the

.telephone plant began to requlre 1n the 1950's and '1960's. TWo general

rate increases were a consequence. SGT said in 1ts annual report for

1960 that. a recent -increase in rates
"...will ensure the Corporation's ab111ty to maintain a
satisfactory level of earnings in the face of rising costs.:
It will also help ensure the ability of the Province to
continue to borrow the sizeable funds required by the
Corporatlon to finance needed expansion and 1mprovement
. of service.” :

And a former Budget Director and Deputy Treaénrer intimates that it was

primarily the attitude of the banking commnnity which forced the. Government
to scuttle the Government Finance Office:

"These institutions, by tradition conservative, were -
accustomed, in matters of provincial finance, to dealing -

with traditional treasury agencies within the normal frame- -
work of departmentalized government.  Recovering slowly from
their original suspicions of this 'socialist' regime, these
institutions were not easily reconciled to:the new instrument

of financial control, the Government Finance Office....The
Government was undoubtedly left with the awkward alternatives
of conforming to the standard pattern of provincial organi- .
zation and easing the way for large scale borrowings,. or _
conforming to its own best judgment in administrative 59
matters thus making its flnanclal problems the more dlfflcult.‘.

The episode of the Government Finance Office apparently involved a -

‘serious internal conflict on ideological grounds within. the C.C.E;’Govern—

ment which turned on the issue of fiscal policy for the crown corporatioms, '

and consideration of it takes us directly into the question of the "autonomy

58 saskatchewan Government Telephones, Report for the year ended December
31, 1960, : :

59 McLeod, T. H., Public'Enterpriee in Saskatchewan: The Depeiopmedt of .
Public Policy and Administrative Controls, Harvard Univer51ty, 1959
p. 136. Quoted in Spafford, sup. cit., p. 80.
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of the public telephone system. Under the Liberal regime which founded =
it, thektendency toward identification of the telephone operation with
private business was inevitable, given its own private-enterprise bias
and its reluctance to embrace publicdownership of the'proyincial'tele—
phone system. As Mr. Calder said in 1911, the public telephone system_
was on'"a purely-business basis'. And when the party machine uses of
the telephone depaxtmcnt surfaced unpleasantly in the scandals of 1916
and later in l929, the reforms were in the direction’of operatlng in a

private-business-like manner.

Within the loose guidelines set by the Scott Government._ Rapid
growth and financial solvency, the administration of the Saskatchewan
public telephone system seized the poss1bilit1es of 1ndustrial-autonomy;57
These tendencies were  enhanced aS'theﬂdepartment gradually freed itself
from partisan political identification beginning in the'l930's and in- -
evitably asserted the- mystique of its technical profeSSional expertise.
As Spafford says.

"The principal characteristics of the government_system

are not the product of conscious government policy but

rather derive from the industry at large. Its rate

structure was originally adapted from the Bell company.

In technology and business practice the system is guided

by the.industry. The system's natural predisposition to

" take its cues from the industry has militated against
close cabinet’ control " 60 :

When the TransCanada Telephone System was established in the l930'

the public telephone system of Saskatchewan as’ a member of TCIS became

60 Spafford, sup. cit., p. 123.
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linked.through its.pragpices and orgquizatiOn-with the other ﬁonstituent
org'anizati'ons,: most influential of which has been the Bell Erélephong
Compaﬁy of Canada. In éddiﬁibn, the Saskatchewan syétem has been éubjett

to the influence of the Bell System in both Cénéda and the United Stétes

- through taking advantage of the Bell "service contract' under which tech-

nical, commercial, government relations, and public relations advice is

dispensed from Bell headquarters. Conspicuous is the effect on the

'Saskatchewan'system of such industry practice in relation to. the division

of toll revenues'received through TCIS. .initially, the basis-of such
toll division was system mileage traversaiby the message, supplemented by

an allowance for initiating the toll connection. Progressively this

basis was superseded by diyision on the basis of operating and'capitél

costs of providing the toll service. In respect to operating costé, the -
Saskatchewan system's‘shére of toll revenues .suffered as a result of the
fact that it was not subject to taxes. The payments.to municipalities

in lieu of taxes, begun in 1957, were a direct response to this p:essuie{

‘Similarly, the practice of paying "dividends' to the Province was caused

by the need to emulate the Bell System whiéh chérgeduits dividends as part -

of capital cost for purposes of toll revenue divisidn. In an interview

in 1959, the Minister of Telephbnes ekplained'it:

"As a member of the TransCanada Telephone System we
recover all our costs incurred in helping to provide
Trans—Canada long distance service. After all members
of the Trans-Canada system have recovered their costs,
the surplus or deficit is distributed to each of the
members of Trans-Canada on the basis of their invest-
ment in the Trans-Canada system. : -
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"At the time of -the agreement to this method of settle-
ment, Saskatchewan Government Telephones” adopted the- -

" policy of paying an annual dividend (i.e. the annual -
surplus) to owners of the corporation, the Province of

. Saskatchewan. This increases our reported expenses and

. makes our- costs more comparable to the private member
companies, consequently our- share of Trans-Canada
revenues has been increased by more than $100,000
annually which in turn assists the revenuefiof‘the':
province, for which we make no apologies.'

The tight relationship between SASKTEL and TCTS, dominated.by”Bell.
of Canada has less obvious but equally real’consequences, moSt interesting;‘

of which is_the Averch-Johnson effect. Bell of Canada is regulated as to

rates by federal authorlty on the ba51s of system-w1de averaglng of revenues

and costs for all classes of service with a system—w1de allowance for cost
of capital. It is‘accepted by economists.that as stated by Averch—Johnson;‘
under. such conditions as the regulated company has a;positiﬁe'lncentive |
to innest in-plant‘and_eqnlpment which otherwise Wonld be.uneconomic invest-
ments.®2  But because SochluneconOmic investments:are sure toveatnﬁthe

allowved rate of return, they are made and result either in redundancy:

of assets, or in predatory expansionist strategiesiin peripheral markets,. -

~or both. 'Obviously, Bell of Canada benefits from the increased'share~in

division of toll revenues which accrue from Averch-Johnson type investment.

The effect of thls on the Saskatchewan public telephone system is to (1)

.

deprlve it of toll revenueS~it would be_entltled to if the Bell Company

were adequately regulated; absent Averch-Johnson practice by the Bell .

61 saskatoon Star-Phoenix, Oct. 7, 1960, pp. 2-3. Quoted by Spafford,
sup. cit., p. 103. ‘ : :
62 Averch, Harvey, and Johnson, Leland L., "Behaviour and the Firm Under

Regulatory Constraint", American Economic Review, Vol. 52, December, 1962,
pp. 1052-69.
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. : compaﬁy, (2)A"force'it to i.nlit;ate >t‘he Bell éompan.y."invesﬁmerm't practlceln A
self«defense,}or KB) a qombination‘of'(i) and (2)} Any one of these
.thrée gqtcoﬁes woﬁld seem uhdesirable for a ppﬁlic telephdﬁé éystem;-vj
Is SASKTELfregulatéd? Lf so, by whoﬁ?' Thrqugh0ut'its histéryﬁ~
the senior executive of the publié teiephoné system in Saskgﬁchewan_has_'
been tﬁe Minister of felephones; In its crown corporation garb, SASK~ .
TEL's Chairmén is the ﬁinister, aﬁ& its Generai Maéégér_déuﬁles'as
Députy Miniéter of Teléphones. 'There is no body of expertise‘aﬁailable_"

to the Minister or to Cabinet, or to the Legislature excépﬁ:that provided

by SASKIEL. Under such_circumstances, if would be sufprisiﬁg if a
-Minister orVCabiﬁet could have avaiiéble for considerationiwhen méjor
policy issues are at étake ahy_interpretaﬁion;of,what’is poééiblé ori
désirable in the state of the somewhat esoteric aff’of télepﬁopy‘as aﬁ
. )alternati‘ve to that provided by ~Ehe off.ji.cers of SASKTEL. Ipdééd, 1ackiﬁg:
any on-going procedure. for freguiating"_fates and service 6f€the sdrt x;.
commonly employed regarding privately owﬁed»ﬁublié.utilitieé, members“bf'
the Government.and of the Legislature can'havé ﬁo}éffective.désirg to
_ Trégulate" SASKTEL iﬁ that sense.. It is.probable,rh0wever; tﬂat in
justifying some of its majbf proposals for service and ratés, SASKTEL
refers to experience in pthef_jurisdictions - inciuding_thoée where
privately owned companies-aré undef "regulation".j”
.It appears.that:conServative idéblogical.tendenéies iﬂ.the GoVérn—
ment and in ﬁhefpublic télephone system have frustrated attempts tq-makg
the telephoﬁe adminisﬁfatioﬂ less "autonbmous".: As early as 1930 a former

Minister of Telephones remarked that
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"Departmental officials are inclined to be rather restive.
under legislative and Treasury Board.restrictions and '
regulations and p0951bly 1ncllned in some:- cases to

neglect them.' »

The C.C.F. administration made it clear from the start that it intended '
to enforce. government policy on what had been semi-autonomous agencies
of government. As Blakeney said

""The government did not stumble inLo government enterprlse, o
all the while protesting its distaste for the whole
procedure, as happened in most other Canadian jurisdictions.
The establishment of Crown corporations was a major plank

in the C.C.F. party's political program....The electorate
clearly held the Cabinet responsible for virtually all

acts of Crown corporations. The degree of independence -
given to the corporations was that which -was considered =

by the Cabinet as likely to give the responsible minister
the best opportunity to adm1n152§r the operation efflclently
under his personal direction.’

When the legislation to establish Saskatchewan Government'Ielephones'as a

Crown corporation, and to place it under the holding company, the Govern--

ment Finance Office, was debated in 1947, according to McLeod,

"What does not appear to have been mentioned in debate but
what must have been quite firmly established in the
government's thinking, was the desirability in view of

its policies and concepts of centralized planning and
coordination, of bringing these two highly 'separatist'
organizations [the telephone and power systems] back

into the fold of general governmental administration.' 65

Between 1947 and 1953, when SGT was restored its "autonomy" there took

place a struggle within the C.C.F. and between the SGT and SASK POWER .

-and the government between "conservatives'" and "progressives'. The

-

63 Saskatchewan Legislature, Se551ona1 Papers, 1930, p. 535. Quoted in
Spafford sup. cit., p. 77.

64 Blakeney, A. E., "Saskatchéewan's Crown Corporations: A Case Study;"
Proceedings of the InsLiLute of Public Admlnistratlon of Canada, 1953,

pp. 419-20.

65 McLeod, sup. cit., p. 132.
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former fa&ouréd corporate autonomy, reliance onifhe cabital'mafkét for
loan capital, and éeparate boffowing by the corpbrations; 'The'iatter
favoured ceﬁtralized control of the crown corporatioﬁs, reliancévén
equity capital financihQ,»aﬁdvfinancing through the Governmeﬁt_Fingnce
Office.éé In tﬁe event, tﬁe former won, aS‘notéd above. B

 If SASKTEL is néifhéf "rEguiated" qua common carrier, nor an
infegrated instrument of gdvernment policy,-what control or reguiatipn
is exefcised by the Béard of:Direétors, Miniqﬁer, cabinet b? lggislaturé?-
As far.as the eight membersvof ﬁhe Board of Directors other than theu
. Minister are concernéd,.thére'is no.évidence.that they ha?e ﬁade inde- :
- pendent "waves" of critical questions on poiiéy.matters. Ministéfial
influenéé, it seems, has been limited to "problems having an oBviouéi'
p;litical content", "have not been numeroﬁs and hévéiélmosﬁ always taken
the form of delaying a ﬁarticulaf action until a more propitiops tiﬁg; from

the point of viev of the party in power', and when it has been exercised it

lras been upon cabinet directioﬁ.§7' Questions by members of the legislature .

were numerous and pointed during the Scott Government when the public tele-
phone system was being established and again when that system was placed
.under the Government Finance Office as a crown corporation. Mixed with

questions concerning a range of crown carporations since 1945, the Select

66 ‘Cadbury, G. W., "Public Enterprises in the Province of Saskatchewan'",
Hanson, A. H. (Ed.), Public Enterprise: A Study of its Organization and
Management in Various Countries, Brussels, International Institute of
Administrative Sciences, 1955, pp. 113-114, quoted in Spafford, sup. cit.,
p. 99. . ‘ S : : ‘ s

67 Blakeney, A. E., "Saskatchewan .Crown Corporations', in Friedmann»(Ed.),
The Public Corporation: A Comparative Symposium, Toronto, Carswell, 1954,
pp. 101, 106. Quoted in Spafford, sup. cit., pp. 85-6.
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"Committee on Crown Corporations (of the Legislature), has teénded to be-

dominated by issues of a controversial character concerning new.crown

corporations. Examination concerning telephones, power and transportation.

'...representlng the largest rclatlve publlc 1nvestment,

usually follows a routine course 1nvolv1ng no great

expenditure of the available time.

The. extent of publlc partlclpatlon in publrc telephone decision=-
making at the policy level in Saskatchewan appears to be llmlted to.~":
general, minimal and nominal matters. The role of the Government appears
to be passive‘—— not vetoing.as mnch as cushioning_proposed actions‘by
juggling the timing of them. ' There is no pubiic ombudsman; nor any dinde-
' pendent capability attached to the Minister or to Cabinet to proVide an‘p

alternative source of information concerning the potentialities.of tele—
cOmmunications. The public telephone sYstem-monopolizesIthe flow of- |
information and.knowledge concerning telecommunications to'its nominal
masters -- the Government. In this sense SASKTEL is autonomous and self-
regulating. a

" ﬁut "antonomy" means.nore than treedon fron government‘and public
view. It would be possible to imagine a public corporation’which:was
.autonomous not only in regard to government, but also in regard to the
norms and values of ordinaryAprivate enterprises.i Clearly, SASKTEL is
not autonomous in this sense.-AStructurally,.it conforms to the pattern
of management—controlled private monopoelies and oligopolies.in North
America; a quasi—military'line and staff‘organization vests down-ward

flowing authority-in the senior officers. In regard to its norms and

68 " Stephen, George, '"Crown Corporation Procedure: The Saskatchewan
Legislature's Practice," Journal of the Society of Clerks-at-the-Table
in Empire Parliaments, London, Vol. XIX 1950, p. 190. Quoted in
Spafford sup. cit., p. 90.
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values, the system follows the example and advice it3seeks.and receives_

- from privately‘owned telephone systems.. PrOflt is the motlve, not. - only_

69 The posslbllity that

of the whole enterprise, but of its employees.
as a publlc telecommunlcatlons system, SAShTEL mlght generate unlque

telecommunlcatlons serv1ces 1ndependent of the publlc sw1tched network

service and independent of conventlonal leased. 1ine fac111ties, approprlate

to the needs of the whole populatlon of Saskatchewan (native peoples'

included), and develop‘them in the face of intra-industry criticism from -

the larger entities engaged in Canadian telecommunications appears so far

from the minds of its controlling management as to be fanciful. The

intent of the c1031ng advice Wthh Mr. F. Dagger, the telephone expert .

employed by the Scott Government, gave, seems to have been unheeded

"I believe it is very necessary for the success of the"'
‘government operation of utilities that the official
responsible for the carrying out of the work should, in
addition to being a capable telephone man, be also a
consistent, if not enthusiastic, believer in the .
principle of public ownership, otherwise he cannot be -
expected to accomplish the results anticipated by the
people. There is no question ‘that public ownership has
many opponents, the chief of which are incorporated
companies operating public utilities for personal profit
and it very naturally follows that these companles
train their officials accordlngly

SASKIEL's autonomy then can hardly be termed ”self—regulatlng for 1t

e

is effectively regulated by the privately owned telephone and’flnan01al\

§9 Spafford concluded that "even within the Corporation the show1ng of

a profit is not uncommonly regarded as evidence of efficient operation

or -at the least a token recognition of one s 1abors; Sup. cit., p. 101.

My own conclusions concur.
70

Dagger, F., Report, March 25, 1908, pp. 17-18. -Provincial Archives.



institutions in its national and continental environment. It is even

- vicariously "regulated" by the Board of Transport Commissioners in Ottawa

and the Federal Communications Commission in Washington.td the extent that-

it imitates Bell Telephone practices.

Finally, a little analysis of the semse in which SASKTEL is a public

telephone system in strictly economic téfms seems Warfaﬁted. Iﬁ‘phe‘case
of the ordinary private eﬁterprise, the owﬁgrs commiﬁ ;héi;‘equity'capital
and the customers contributebenterprisg eérninés sufficieﬁt‘tb attract the
owners to continue the énterﬁrise. In the‘case of the public teiebhgne
system, fhe."owuers" (the tax-paying populégioﬁ bf1thé~pf6vinCe) did¢not_

commit equitf capital to the enterprise (although in Manitoba and Alberta

_they did). Instead the capital required for.plant,.inﬁoVationAand

ektension of service had to be generated and accumulated as surplus (over

.operating expenses including the cost of‘ioén cébital advénced:by the“;
Province). This surplus was coﬁtributéd-ﬁy‘ﬁhe Saskatchewan ﬁsérs'of tﬁe 
.qiasses of‘telephone services wﬂich havéimore éhaﬁ coveféd ﬁheif fdily
_éllocated cosﬁs. (r usé the term fdlly ailécated_cbsts ﬁhgofe#ic;iiy

for it does not appear that a fully allocated cQst'study.has_éver been

done in Saskatchewan history. The public telephone system has imitated

the Bell'Telephone practice -of gystem—wide averaging of'cbsts‘and

~revenues.) What the Godfrey report in 1929 predicted came to pass:

"The present system would, if carried to ‘completion, result
in Telephone users buying their own system and handing the
same over to all the citizens of the Province as a free
gife.'71 . - ~ \

71 Godfrey Report, sup. cit., p. .l4.

s
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Of course the users of rural telephone service in Saskatchéwan have .been

subsidized in many ways from the. surplus accumulaﬁed‘from thé_urban"

 market. It follows thén that the urban -telephone users have paid not -

only for the plant and operating expenses necessary to serve themselveé,

but also to subsidize the rural portion of the system. Aﬁd‘following

‘the inception of the practice_of'paying."dividends" to the Province, the

‘urban users of telephone have:borne this. additional contribution to the

pool of tax revenues raised b& the Ptovincé.

If, as seems true, the éérvice and rate standar&s.foriféiephoné
in Saskatchewan compare favoarably_with-tﬁat whicﬁ.might be provided By‘
ﬁrivately owned entetprises, then in effect the Saékétcﬁewan scheﬁé has .
(l).provided telephone service at iess cost than Wouidlpfivate:cbmpanies

by the margin of dividends not paid to'private.owners plus the"valde'of~

- the existing piant owned by the general-public,.not pfivate dwnérs;

(2) generated surpluses from the urban market with which to estéblish

and maintain a spreading rural telephone service, (3) made a free gift to

the taxpayers of the whole plant and organization at the expense of the
" urban teiephone users, and (4) become a significant:source of "dividend"

_revenue to the Province. The original agrarian bias which informed the

Scott government policy has been continued- to the present and funda-
mentally distinguishes the Saskatchewan telecommunications system from
those of its neighbouring Provinces. That in the fullness of time, the

organization which came to control the telecommunications system in

Saskatchewan is substantially and effectively irresponéible to the

telephOne users and the populatioﬁ of the Pfovince butiinstead is
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assimilated to the pattefn of management-directed monopoly_capitalism is
also a familiar result of agrarian "socialism" in the North American

context.
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