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INTRODUCTION

This paper addresses the question of the signifi-
gance of the Crow's Nest Pass Freight Rates for agricultural
production and processing in Western Canadé,

The Crow's Nest Pass Frelght Rates came into
existence in 1898 and 1899 and since 1925 have been held
at the 1899 levels by federal statute. So long as Western
Canada was still developing it is generally thought that
these rates were probably not significantly different‘from
the rates that the railways would have charged had they not
been constrained by law to the Créw's,Nest Pass Rates. This
is thought by some to have been the caée through the late
1940's. However, more recently costs of railway operations
have increased to a‘point where it seems likely thatntheré
is a considerable difference between the costs incurred by
railways in moving grain in Western Canadé and the revenues
which they receive from moving this grain at.the Crow}s Nest
Pass Freight Rates. This report addresses.the question of
by how much and in what directions the Crow Rates now in-
fluence agricultural production and processing in Western
Canada.

The report consists of four major sections. In

the first, the historical background on the Crow's Nest Pass
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Frelght Rates is presented. The section coyers the initial
establishment of Crow's Nest Pass Freight Rates fox grain

and fiour and the subsequent modifications and additions to
these rates from 1897 to 1976. The second bart of the report
bresenté a summary of the Crow's Nest Pasé Frelght Rates as

they exist in 1976. Examples of the various rates are

. given, commodities and routes are identified and the Crow -

Rate schedule is analyzed in a form which results in the-
schedule being presented in the form of two equations.

In part three, an alternative to Crow Rates,
namely a market rate for export grain transportation is
examined. Firs£ the concept is elaborated, then estimates
of.likely market rate levels for Crow Rate commodities are-
made and presented.

In the fourth section, estimates of the benefits
of costs of the Crow Rates to Western Canada are presented.
The benefit of the Crow Rates are measured in.termé of the
changes in production which would occur if market rates
replaced Crow Rates for export grain. The effects.on grain
production and revenues and livestock production and revenues
are éxamined; As well, a number of secondary effects are
examined. Finally, consideration is given to regional effects

of the Crow Rate, both in terms of the location of production
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and processing in the West as opposed to the eastern part
of the country, and in terms of provincial and local effects
within the prairie region.

Conclusions are drawn and a summary is ?resented

at the end of the report.
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BACKGROUND

The Crow's Nest Pass Agreement

In 1897, the Government of Canada entered into
an agreement with the Canadian facific Railway Company under
which the Company would build a railway from Lethbridge,
Alberta, through the Crow's Nest Pass in the Rocky Mountains,

across southeastern British Columbia to Nelson, British

Columbia, and the Government would provide a subsidy of

' $11,000 per mile towards the construction of this railway.l

On account of the route taken‘by-the railway, the agreement
came to be known as the Crow's Neét Pass Agreement. It was
signed in'September, 1897. Earlier that year, legislation
had been passed enabling the Government to enter into such
an‘agreement.2

in addition to spelling out the terms ﬁpon which
the railway would be constructéd and the amount of the subsidy
to be paid, the agreement contained several other clauses.
Thesé_related to:

(a) the location of the line relative to the

Town of McLeod, Alberta;

1 For a copy of the Agreement, see Appendix A.
2 Statutes of Canada. 60-61 Victoria. Chapter 5. "An Act

to Authorize a Subsidy for a Railway Through the Crow's
Nest Pass." June 29, 1897.
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(b)

(c)

(d)

(e)

(£)

a requirement that the rates and tolls
from all points on the new railwaylto
all points elsewhere on any company's
railways become subject to Government

approval;

a reduction in ﬁhe general rates and tolls
of the railway for a list of items generally
known as "settlers' effects", from points
east of Thunder Bay (tﬁeh Fort William) to

points west of Thunder Bay;

a reduction in the rates and tolls applicable
to grain and flour moving from points west

of Thunder Bay to or beyond Thundexr Bay;

the assumption by the Government of Canada

of control over the running rights on the new

railway and all other railways south of the

Company's main line in British Columbia;

the subjection of the new railway, plus all
other railways in British Columbia south of
the CPR mainline, plus that portion of the-

CPR railway between Dunmore (near Medicine Hat)
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(g}

(h)

(1)

and T.ethbridge, to the provisions of the
Canada Railway Act and any other Acts of

the Parliament of Canada relating to raillways;

limitations on the conditions of any sale

by the Company, of lands granted to it by
the Province of British Columbia as a con-
sideration for building the Crow's Nest Pass

railway;

the conveying of 50,000 acres of coal-bearing
lands obtained by the CPR in the land grant

from the Province of British Columbia for
building the Crow's Nest Pass railway, to the
Government of Canada which might then, inter'alia,
nine the coal and sell it to the public at prices
not exceeding $2.00 per shdrt ton free on board

at the mines; and,

a provision to exclude foreigners from working
on oxr owning, leasing or otherwise controlling
the new rallway.

Thus, the Crow's Nest Pass Agreement was intended

to achieve certain other goals for both the railways and

the Government at that time, in addition to the construction
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of a railway. Awmongst these goals was the reduction of
tariffs on grain and flour moving out of the west to
Thunder Bay and points east of Thunder Bay.

The reduction in rates for grain and flour was
implemented over a two-year period between 1897 and 1899.
An initial reduction of 13¢ per 100 lbs. was made in 1898.
The reduction applied to rates for grain,'flour, oatmeal, -
mill stuffs, flaxseed, oilcake,“potaﬁoes-and hay.

| A second reduction, also of 13¢ per 100 lbs.,
was made in ‘August,. 1899. ﬁerVer, this reduction applied
only to grain and flour, oatmeal and mill feeds. Flaxseed,
oilcake, potatoes and hay were no longer'in the scheduie
affected by the 1899 changes. Thus, while rates on grain,
flour, 6atmeal and mili stuffs Qere.reduced 3¢ per 100 1lbs.,
rates on flaxseed were only reduced 13i¢ per 100 1lbs. The
difference continues to aate. _

The fates established by the end of 1899 became
known as the "Crow's Nest Pass Freight Rates". A sample.

of these rates appears in Table 1.
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Table 1:

Crow's Nest Pass Freight Rates to Thunder Bay
From Three Prairie Shipping Points, 1899%92a

Shipping Point . : Rate

(cents/100 1bs.)

Winnipeg 14
Portage La Prairie ' 15
Brandon 16

The rates in Table 1 applied from 1899 to 1903.

In addition to reducing the rates for grain and
flow, the Crow's Nest Pass Agreement brbught about a reduction
in the freight rates for settlers' effects, commencing in
1898. The amount of the reduction depended on the commodity
being tranSpofted and reductions ranged from 10 percent to
33 1/3 percent.

The Manitoba Agreement-

In 1903, the Crow's Nest Pass Freight Rates
succumbed to competitive pressure originating in an agreément
between the Government of Manitoba and the Canadian Northern

Railway made in 1901. Under this agreement, known as the

2 por grain and flour; CPR only, at that time.
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Manitoba Agreement, rates for grain and flour from Winnipeg

to Thunder Bay on the Canadian Northern tracks were reduced. =
After some delay and in order to retain its share of the

grain traffic on its parallel route, the CPR reduced its

tariffs for ﬁhe Winnipeg to Thunder Bay sector by three

cents per 100 1lbs. in 1903. Rates from Saskatchewan and

two cents. Rates for "settlers' effects" were also reduced.
The resulting rates applied from 1903 to 1918.

. By 1918, the inflationary pressures generated by
the First World War were bearing heavily on the railways
as well as other segments of the Canadian econémy. Accordiﬁgly,
in'that year action was taken, first by the Board of Railway
Commissioners who raised the freight rates for grain and
flour to Crow levels. Later, the Government éctiné under the
authority of tﬁe War Measures Act of Canada, acted td free
the railWay freight rates from both the Manitoba Agreement
and the Ciow's Nest Pass Agreement. Consequently, freight
rates rose fairly rapidly thereafter and, by 1920; had
attained levels of approximately six cents abové'those
prevailing in 1918.

Statutofy Rates

By 1922, the effects of World War I on prices had
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passed and a return to the Crow's Nest Pass Rates for
grain and flour was proposed. This was achieved by an
amendment to the Railway Act.l

Two points are notable in regard to the return to
the CNP rates in 1922. First, the CNP rates had, until
this time, been "agreed-upon rates" by virtue of the Crow's
Nest Pass Agreement.. By transferring these rates in the
Railway Act in 1922, the Crow's Nest Pass Rates ceased to
be agreed rates and became statutory rates. Secondarily,
theAaction taken in 1922 affected dnly the rates for grain
and flour immediately. The rates applicable to "settlérs‘
effects" were not restored to the Crow's Nest Pasé Agreement
levels until 1924. |

Upon the return of the rates for grain, flour and
"settlers' effects" to the 1899 levels in 1924, a difference
of opinion developed over the application of the Crow Rates.
On the one hand, the CPR took the position that the "Crow
Rates" should apply only to those points on the railway |
existing in 1897, 289 points. On the other hand,»the
provinces of Manitoba, Saskatchewan and Alberta argued that

this position constituted unjust discrimination pursuant to

1 Statutes of Canada. 12-13 George V. Ch. 41. "An Act to

Amend the Railway Act 1919", June 28, 1922.
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the Railway Act and took the position that all points on
the railway in 1924 should be éligible for Crow rates,
1,630'points. The matter was taken to the Supreme Court.
of Canada for resolution. fhe Court decided in favour éf
the CPR. 1

This.decisiOn by the Court gave rise to a situation
where customers at the new points on the railway {points
es£ablished since 1897) were to paylhigher rates than . those
customers doing business at the old (1897) points
raillway, even though many points were equidistant from
Thunder Bay. A solution to this éroblem was found by
relieving the rallways of the obligation to carry "settlers'
effects” at the "Crow's Nest® Rateé and requiring them in-
stead to carry grain and flour to Thunder Baf at the Crow's
Nest Pass Rates from all points in the west, ilrrespective
of whether the point was established béfore or afiter 1897.
This end was achieved bf an amendment to the Railway Act
and was completed on June 27, 1925. Thus, by the end of .

1925, the Crow's Nest Pass Freight Rates had been extended

. e
to cover the transportation of all grain® and flour between

1 Canada Law Repoxrts, pp. 155-177. Supreme Court of Canada,

1925. Governments of Alberta, Saskatchewan and Manitoba
versus Canadian Pacific Railway Company. February 3-86,
26, 1925,

"Grain" also included flaxseed.
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all points west of Thunder Bay and Thunder Bay on all
railways. Further, the rates had become statutory, being
as they were, and are, written into the Railway Act. This
situation has continued to date. |

Extension of the Statutory Rates

Until 1927 the Crow's Nest Pass Rates only applied
to movement of grain and flour between points west of -
Thunder Bay and Thunder Bay. In 1927, consequent upon the
opening of the Panama'Canal and the estéblishment thereby
of a cheap, all year water route from Western Canada to
Europe and in response to lobbying by grain producers, a
decision was éaken by the Board of Railway Commissioners to
establish a sef of.rates equivalent to the CNP rates for the
transportation of grain and flour from praifie points to
Vancouver and Prince Rupert for-export. The rates so
established, while not strictly speaking Crow Rates, were
nevertheless equivalent to Crow Rates on a mileage basis
so that, defacto, they too came to be known as Crow Ratesf

In 1931, following the development of a railway
from the prairies to the Port of Churchill on Hudson's Bay,
a deciéion was made to establish "Crow" Rates for the
transportation of grain and flour to Churchill for export.

Thus, by the end of 1931, the term "Crow Rate" had come to
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mean the rate applicable to all grain and flour moving
from any point in the prairies to Thunder Bay; or to
Vancouver, Prince Rupert and Churchill for export.
Ollseeds

During the 1950's growth in the markets for
flaxseed in the Orient led to an application by the Vancouver
Merchants Association for Crow Rates on flaxseed moving to
export through Vancouver.l Not unnaturally, the rallways
were reluctant to accept this proposal. The Vancouver
Mexrchants Associétion argued that flaxseed is a grain and,
as sﬁch, should move at the (westbound) CNP rates established
in 1927. The railway denied the argument. Consequently, a
hearing on whether or not flaxseed was (or is) a grain took
place'before the Board of Railway'CommisSioners in 1956.
The Board, after lengthy hearings, judged that flaxseed is

a grain and ordered that the railways adjust their tariffs

-

1 Flaxseed was already inéluded'in the Crow Rates to

Thunder Bay by virtue of it having been in the schedule
to which the reductions were first applied in 1898.
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. for flaxseed moving to Pacific ports accordingly;l i.e. to

rates of 13¢ per 100 1lbs. over the equivalent_grain rate.2
During the late 1950's, rapeseed production
expanded as ﬁarkets developed for vegetable oils. Soon,
an expanding volume of sales through west coast ports led
to complaints of discrimination against rapeseed in the
rate structure for oilseeds (flaxseed moving at CNP rates
and rapeseed at higher rates). Accordingly, application
was made by rapeseed prdducers to include rapeseed under
the Crow Rates. The railways opposed the extension to
rapeseed. This time Parliament, rather than the Board of
Transportation Commissioners; maae the decision. Imple-.
mentation was by way of an amendment to the Railway Act in

which rapeseed was defined as a grain for the purposes of

1

Orders and Rulings. Vol. XLVI. No. II, September 1, 1956.
Order No. 89279: "Requiring the CNR and CPR to forthwith

adjust their rates on flaxseed in accordance with dlrectlon

contained in judgement dated July 23, 1956."

It is interesting to note that, though the Board of
Transportation Commissioners judged flaxseed to be a
grain, they did not then apply (Crow) grain rates to
it. Rather, they allowed the railways to develop, for
"the westbound traffic (and retain in the traffic to
Thunder Bay), a 1i¢ per 100 1bs. differential over the
equivalent grain rates. No explanation has either been
offered or, apparently, sought.

Canada. Board of Transportation Commissioners. Judgements,
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the Crow's Nest Pass Rate section of the Railway Act.
Parliament thereby required that raéeseed move at the
fiaxseed rates to west coast ports for export. The
amendment came into effect in Aﬁgust, 1961.

Consolidation and Protection of the Crow Rates

In 1967, the various decisions of the Board of

Railway Commissioners relating to the conveying of export

" grain to Vancouver, Prince Rupert and Churchill at Crow

Rates, were consolidated and written into the Railway Act

by an amendment contained in the National Transportation
Act of that year.2 This amendment had the effect of making
the westbound and Churchill rates Statutbry as well as those
to Thunder Bay. Consequently, all Crow Rates aré now
statutory rates.

Further, Parliament acted, through the same

_amendment, to protect the Crow Rates from change. This

was done by excluding the section of the Railway Act.

L An Act to Amend the Rallway Act. Statutes of Canada.

9-10 Elizabeth II. Ch. 54. July 13, 196l.

2 The National Transportation Act: Statutes of Canada

14-15-16. Elizabeth II. 1966/67. Ch. 69: Part V.S. 50.
"February 9, 1967.
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containing the Crow‘Rate requirements from amendment by
any other Act of Parliament excépt a direct amendment.

In othér woxds, it appears to have.been the intention of
the Government at that time to disassociate the Crow Rates
from all previous acts and agreements of Parliament and

any future acts or agreements which might be proposed.

Summary: History of Crow's Nest Pass Freight Rates

1897: Crow's Nest Pass Act passed. Crow's Nest Pass
Agreement concluded.

1898: Freight rates for grain, flour and flaxseed
reduced by 1i¢ per 100 1lbs.

Rates for "settlers' effects" reduced (various
percentages 10-33 1/3 percent).

1899: Rates for grain and flour (but not flaxseed)
reduced a further 1li¢ per 100 1lbs. Rates
become known as the "Crow's Nest Pass (CNP)
Freight Rates". :

1901: - Manitoba Agreement: CNR rates to Thunder Bay
reduced. ‘
1903: CPR freight rates reduced to CN levels. Rates

now below CNP levels.

1918: © Manitoba Agreement and CNP Agreement rates both
suspended. Rates for grain and flour start to
rise above the CNP levels.

1919: Railway Act rewritten and old Act repealed.
A Term of special Acts relating to railways (of
which the CNP Act was one) limited to three years

from 1919.
1922: Railway Act amended to override the 1919 provisions
relating to special Acts. Extension of the

exemption of special Acts continued for two more
years but Crow Rates for grain and flour restored
and made statutory. .
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1924;

1925:

1927:

1931:

1956:

1961:

1967:

CNP rates restored on settlers' effects.
Supreme Court case over the number of shipping
points.

Railway Act amended to extend CHNP rates on grain
and flour to all shipping points on all railways
in the West. Special rates on settlers' effects
discontinued. ~

CNP rates established for grain and flour moving
to Pacific Coast ports for export. Incremental
allowances for branch lines discontinued.

CNP rates established for grain and flour moving
to Churchill for export.

Flaxseed to Vancouver and Prince Rupert for
export, added to list of goods to be carried
at the Crow Rates.

Rapeseed defined as a grain and thereby ellglble
for CNP (flaxseed) rates. .

Westbound and Churchill rates made statutory by
passage of the National Transportation Act.
Requirement of a direct amendment to the
Railway Act added to protect CNP rates.

The pattern of change in prairie grain freight

rates from 1897 to 1976 is reflected in Table 2 below.
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Table 2:

Historical Pattern of Grain Freight Rates In The
Prairies 1897-1976 (as reflected in the rates for
Regina, Saskatchewan to Thunder Bay, Ontario)

Period Rate Basis

(cents per 100 lbs.)

1897 . __'>.‘ 23 © Value of Service
1898 T 213 " Crow (Agreed Rate)
1899-1902 ‘ 20 Crow (Agreed Rate)
1903-1917 18 Competitive
1918-1921 . 24 . Compensatory ,
1922-1976 20 ' Crow (Statutory Rate)
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THE CROW'S NEST PASS RATES IN 1976

There is, in fact, no one Crow Rate. There is a

Crow Rate for each of over 1,600 shipping points to each

of four destinations. There are, thus, over 6,000 Crow.
Ratesg. These rates fill six fairly substantial volumes of
railway tariffs and are not reproduced in this report. A
gample of these rates is presented in Table 3.

Conmodities and Routes

The Crow's Nest Pass Freight Rafes now apply to
grain and flour, flaxseed and flaxseed products, rapeséed
and rapeseed products and a number of grain and ollseed
related products.l

Crow Rates apply on four major railway routes.
These are (from prairie shipping points) to Thunder‘ééy,
Vancouver, Prince Rupert and Churchill. This pattern is
illustrated in Figure 1. Crow Rates to Vancouverxr, Prince
Rupert and Churchill apply only to grains going fo export.

The Crow Rate Schedule

The Crow Rate schedule was originally, as still is,
related to distance. Figure 2 shows the relationship. The

schedule is approximately linear, and has two segments:

For greater detail on the commodities covered readers are
referred to the railway tariff schedules. A sample of the
commodity listing for one such tariff is presented in
Appendix B. : *
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Table 3=
Crow's Nest Pass Freight Rates, 1976
Rate to
Commodity and Thunderl Vancouver2 Priﬁce2 Churchill®
Shipping Point Bay © . Rupert

(Cents/100 1bs.)

. GRAIN AND GRAIN PRODUCTS

N . . ' :
-. -‘ -‘ -' - -,

——

4

2 - - ¥

e

British Columbia

- Dawson Creek 38, (257 300 26°) | 36
- Fort St. John , 43 25

Alberta _

- Calgary .26 20 20 26
- Edmonton 26 20 20 25
- Grande Prairie* 353 28 - 28

- Lethbridge* - 25 22 22

- Three Hills: 27 21 21 26
- Vulcan 26 21 21
Saskatchewan '

-~ Saskatoon¥* : - 22 24 24 . .21
.= Regina X 20 ' 26 26 " 22
- Carrot River _ 23 27 27 20
- North Battleford* 23 24 24

- Rosetown 23 25 .. 25 22
—- Shaunavon 23 24 24

- Swift Current¥* - 22 24 .24

- Veregin - 19 29 29 © 19
Manitoba

- Winnipeg 14 34 34 23
~ Altona* : 15 24 24

- Dauphin* .18 29 29 21
- Killarney 16 33 33

— Portage La Prairie 15 33 33 22

FLAXSEED AND RAPESEED

All rates 13¢ per 100 lbs. higher than grain products rates
for the same distance4, e.g. Calgary to Thunder Bay: 27i¢ per
100 lbs. ’

For footnotes see following page
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IFF'ootnotes —STable_3;

CNR Tariff Schedule W-183F; CPR Tariff Schedule W-425A

CNR Tariff Schedule W-135I; CPR Tariff Schedule Wr43OA and
BCR Tariff Schedule 475 ) : ) ’

CNR Tariff Schedule W-485D

Except Fort St. John (for which the differential is c
2¢ per 100 1bs.) .

BCR rate

NAR/CPR route via Alberta

Special (Commodity) Rate for NAR, Grande Prairie, ARA,
CNR route to Vancouver via Alberta

Combination rate: BCR to Dawson Creek, 5¢; plus NAR/CNR
rate to Thunder Bay, 38¢ . ‘

Shipping points selected for this table on following basis:

- Major cities because they are known; some
other points because of the high volumes of
grain handled (as represented by the number
of primary elevators of capacity greatexr than
100,000 bushels) as reported in "Grain Elevators
in Canada, Crop Year 1975/76". Canadian Grain
Commission, Winnipeg, 1975. Published by
Information Canada and sold through Canadian
Government bookstores.

— Starred (*) points because, in the opinion of
a committee of DREE Analysis and Development
officers, these points lie in the trade-off zone
where a change in the net returns of grain and
oilseeds relative to livestock production is
likely to cause a significant change in primary
production patterns.




 “Crow Rate" Routes, Distances and Rates From
Three Saskatchewan Shipping Points, 1976

(Mileage/Crow.Rate in cents per 100 1lbs.).

M P B \

ey, \

Churchill

{ “Alberta , Saskatchewan

1
!

|
A-Prince Albert

B~Saskatoon

Ontario

C-Regina-

(a4

Thunder Bay

This figure is based on a concept presented by D. Grant Devine and Surenda N. Kulshreshtha in "A Histofical,
Review of the Crow's Nest Debate". Saskatoon, Saskatchewan. University of Saskatchewan. Transportation

Centre. March, 1976.
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one for distances up to 1,284 miles and one for distances

of more than 1,284 miles. For the shorter distances, an

'equation of the schedule has been deduced by fitting a

linear function to the midpoints of the schedule illustrated
in Figure 2%, For distances over 1,284 miles, the equation
of the schedule was directly available from historical
records.l The following equations accordingly describe

the current Crow Rate schedule.

For distances up to and including 1,284 miles -

Y = 8.71 4+ 0.01435 X

1 (la)
for distances greater than 1,284 miles -
Y = 28 + 0.0218 X2 {1b)
where:
Y = Crow Rate in cents per 100 1lbs.
X, = Distance in miles (4 1,284)
X, = Distance in miles over 1,284

These equations are used 1n the analyéis-which follows.

? pata for the Crow Rate Schedule is presented in Appendix C.

For source, see Appendix ¢, Footnote 1.
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MARKET RATES

In this chapter, the conce?t of a market rate
as a replacement for the Crow's Nest Pasé Freight Rates is
developed. Theoretical considerations are éresented first.
These are followed by a discussion of rate making in
practice. Freight ratés comparable to Crow Rates have
been assembled and are presented. A market rate schedule
which might be considered as a substitute for the Crow's
Nest Pass Freight Ratesis derived ana presented.

The Concept of a Market Rate

In ordef to evaluate the benefits and costs of
the Crow's Nest Pass Freight Rateé, it iSAfirst necessary
to establish a set of rates which would apply in the
absence of Crow Rates. The concept of an economic rate
or a ma;ket rate for the railway services is used.

Market rates have the desirable properties of
allocating reéources efficiently and obtaining the required
serviée for the lowest possible cost. The concept is a
general one and needs to be evaluated in light of the
market conditions for railway services to which it is to

be applied.

.Theorz

A review of the theory of markets and the formulation
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of market prices and rates of exchange for the provision
of goods and seryices shows that there are several con-
ditions which must be met in order for a market price or
rate of exchange to be established. These are collectively
known as the requirements fox berfect coméetitionL
Specifically, the requirements are that: there be many
buyers and sellers in the marketp;ace; the goods oxr services
being exchanged shall be homogeneous; there is perfect:
knowledge on the part of both buyers énd sellers; there is -
freedom of entry and exiﬁ from the marketplace; and, the
parties conduct themselves in a profit maximiéing mannex.
Any price or rate ofveXchange established for‘the transaction
of goods or services under these conditions is genuinely'a
market rate. However, should any of these reguirements be
violated-or fail to be satisfied, then the existence of
market rates becomes less distinct. Accofdingly, we now
examine the ﬁarket for raillway services to see which of
the conditions of perfect competition are met and which are
not. We iook_ first_ at the requirement for many buyers and
sellers.

In the prairie area, to which the Crow's Nest Pass
Freight Rates apply, we observe that there are only two major

railways and, in total, only five suppliers of railway
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Services.l Obviously then, the requirement for many
sellers is weak. . On tle other side of the market, the
condition requiring many buyers is Probably reasonably
well satisfied. The Buyers of railway services Ffoxr Crow's
Nest Pass commodities are'?rimarily_grain broducers and
there are indeed a great number of these in the prairie
area. _

Secondly, we need a homogenéous product. This
condition is also probably reasonably well met within the
broad categories of grain and oilseeds.

Thirdly, there is the question'of perfect knowledge.
Obviously no one has perfect knowledge and it can be argued
to the extent that farmers are somewhat isolated in their
rural circumstances, they may not have at their disposal
full information 'in regard to the alternatives for freighting
their grains to market. However, this is not judged to be
serious in the present context. On the other hand, the
major railways (at least) are highly integrated and therefore,
within these companies, information can move freely across a
wide area. Between railways, the flow of information may not be

so free but customers are likely to bring discrepancies between

1 Canadian Pacific Railway, Canadian National Railway,

Northern Alberta Railway, Alberta Resources Railway
and the British Columbia Railway.
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railways to their attention quickly. The question of
level of knowledge is, therefofe, judged as not constraining
to the formation of market rates fox grains.

On the question of freedom of entry and exit from
the market for railway services we have a cleaxr case
of the requirements of competition not being met. Railways
réquire massive funding to establish the initial road bed,
terminals, switching yards and rolling stock. This is not
something which many individual firms have the capacity to
undertake and, in a historical context,at least in Canada,
no£ an assignment which many firms have found they can
undertake without direct and fairly substantial involvement
of government funds and support (of which the"Crow'SvNest‘
Agreemen£ is but one example). Equally, the question of

freedom of exit from the provision of railway services is

similarly restricted. In this case, it is not that established

railways cannot cease to provide services by their own choice,
but rather that they are extensively coﬂstrained by legis-—
lation in this regard. Thus, the supply sidé of the market
for railway services and the requirements of freedom of
entry and exit are largely denied.

The situation may be a little better on the buyers'

‘side of the market, i.e. the farmers' side where, to a
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certain extent, the possibility of refusing to pay the
established railway charges does exist if truck and water
transportation are alternatives. However, the lack of
water transportation alternatives affects most farmers

in the prairies. Further, the currently low level of Crow

‘Rates for grain moving by rail tends to suggest entry;

rathexr than exit, by farmers from the market for railway
services. At a highexr set of prices for railway s§rvices
there may well be some trade-offs bétween'road and fail
modeé by farmers. Overall, there does not appear to be
any major problem associated with entry and exit on the
buyers' éidé of the market for railway services.

Finally, there is the condition of profit maximizing
behaviour. There seems to be‘little reason to doubt the
existence of this type of behaviour on the part of the
non-government railways and the grain producers. The
conduct of the gb?ernment—owued railways on this point
may be moot, but at least initially, we assumé this con-
dition exists fér.these railways, too.

An examination of the nature of the market for
railway se;vices has shown that the concept of a market rate,
while a desirable one, is in fact going to be a little

difficult to implement due to the failure in reality of
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the market for raillway services to meet certain require-

ments. In these circumstances we f£find certain pragmatic

solutions appearing.

section.

These are the subject of the next

Rate Making in Practice

Under the circumstances described above, we find

predictable course.

the pattern of freight rate establishment has taken a fairly

First, the railways establish rates

aécording to what they call value of service. This is fol-

lowed by a reaction on the part of buyers who, because of

their small individual size and geographical disbursement

across the prairies,

lack equal economic power. They-

enlist the support of governments who then make'arrangements

(such as the Crow's Nest Pass Agreement) establishing limits

on the freight rates

which are acceptable. Over time, as

the process continues, governments come to regulate the

freight rate structure more and more closely. In the

extreme we find rates being established and regulated by

statute.

Ih between
fegulation of rates,
intermediate points.

the rate development

the value of service and statutory
there are a number of recognizable
Each of these relates to a stage in

process and bears a name which reflects




this. For the purposes of this report, four intermediate
rate bases are identified. They are:

(a) cost of sexvice;

(b) meeting the competition;

(c) negotiated rates; and, -

(d) regulated rates.
In total then we have six practical rate-making bases.

' An examination of each of these alternatives is
useful to the understanding of the establishment of.new rates
foxr CNP coﬁmodities. Eagh alternative represents one aspect
of the market in a practical sense, and each can find its
thedretical antecedent in the material discussed under
"Theory" above. First, the value of service.

Value of Service

Given a situation which is fairly free (in the
sense of being open and unregulated) this alternative is
clearly that which suits the railways besﬁ. It allows them
to charge "what fhe traffic will bear"f Given.their monopoly
oxr their.oligopoly position, pricing in this manner leads
the railways most easily to their profit maximizing position.
However, given the essentially exploitive nature of this

type of pricing under oligopoly conditions, such rates
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seldom last beyond the time that it takes for the purchasers
of railway services to become organized and to bresent a
countervailing influence. Thus, we find that this principle
can only be invoked effectively where new rallways are
being built and laﬁd is being settled for the first time.

Cost Of'SerVice

At the other end of the scale, the minimum con-
dition which the raillways seek to establish is that where
they are compensated for af least in the amount df their
costs incurred in providing the service. On the face of it,
this 1s a reasonable alternative. However, in the railway
context, certain difficulties can and are encountered in

this approach to rate making. First, there is the question

" of what the actual costs of providing any given railway

service are. In fact only the railways know and it is
probably a moot point as to whether or not they know,

with any degree of precision, the exact cost of moving any

one commodity between'ény two given points on their railway
system. It seems likeiy that, unless there has been some otherxr
reason for the railway to calculate such costs; the cal-
culatiéns won't have been made and, therefore, the costs

are unknown. Further, shéuia the raillways attempt to

cost out the movement of each commodity aéross each route,

they.will inevitably be faced with the problem of allocating‘
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a vexy large overhgad cost to individual routes and commodities.
There are no unimpeachable methods for doing this. Thus,
should the railways wish to establish new rates at highex
than existing levels, it seems likely that they will
calculate their costs in a manner likely to be favourable
to the outcome which they seek.

Secondly, there is the question of whether one
should take historic costs or anticipated future costs as
a basis for rate making-by this method. Historic costs
have the benefit that they have, in fact,~been incurred and
can thus be established with a reasonable degree of accuracy.
However, ‘'whether this historic information is of valueiin
formulatihg rates>depends on the conditions that are
anticipated for the period of their application. Several
other factors then become important. These are: the
likely demand for the sexvice; any changes in railway
technology (such as the introduction of hopperxr éars to.
replace box cars); énd, the rate of inflation (orx depreéiation)
in the vélue of money. Further, the railways themselves
must bear some responsibility for risk involved in antici-
-pating the futﬁre. For example,- railway users should not be
expected to pay for rallway management decisions which result
in the purchase of excessive amounts of capital goods (rolling

stock and railway track). The current existence of a specific
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capital stock of railway equipment is not, for example,
necessarily a sufficient condition for setting rates at
levels which will fully coméensate the company fox the
costs incurred in oberating and maintaining that.equipment
in the future.

Anticipated levels of costs are another base which
can be used in the establishment of rates. Thése costs

represent budget expectations related to anticipated future

conditions. As such, these estimates better provide for

the future than do historic costs, particularly in infla-
fionary times. However, in drawing up the necessary budgets

it is often necessary to assume certain conditions with

~regard to the prices of the goods and services to be handled.

Later, if the’circumstances of these budgets change; the
anticipated costs will.not, in fact, be incurred and thus
the information which was used originally for price setting
is, in the event, érroneous. Thus, this principle, too has
its shortcomings. |

Meeting the Competition

Where competition exists, either between two
railways or between raillways and other modes of transportation,
the principle of meeﬁing the competition provides a useful
basis for rate making. = In theseAcircumstanées the problems
of value of service pricing are largely dissolved by the

introduction of competition.

S | , |
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Places where this type of pricing mechanism.can
be imélemented are Lthe so-called competitiye points on the
railway systems; that is, where the Iailway.tracks of
different rallroads cross each other, and where there is
competltion from trucks or shiﬁs for the carriage of grains
and oilseeds. Obviously, water twansportation is largely
irrevelant to the prairie situation and that from trucks is
considered only applicable over relatively shqrt distances,
at least this is thought to be the situation so long as
railway freight rates are held at the Crow's Nest Pass levels.

Agreed Charges

It is sometimes possible for the shippers and the
railways to come to an agreement over the rates to bhe
charged for the transportation of certain commodities. In
railway terminology, these rates are called "agreed charges".
Under this type of rate making, the agreement between thg
parfies usually specifies the type of commodity to be moved,
the freight rate, the minimum volume of the commodity to be
committed to the railway signing the agreement and the
duration of the agreement. Genéraliy, there is some trade off

between rate and volume carried. One example of such an
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agreement was that which existed, until recently, for the -
transportation of millfeeds from Alberta to British Columbia.l

Regulated Rates

Where charges cannot be established to the
satisfaction of both parties by agreement, some form of
arbitration is frequently necessary. Formal procedures for
such arbitration exist in the form of references to the
Canadian Transport Commission. Upon request, the CTC may
hold hearings and adjudicate a rate. Over time; the CTC
has established certain-rules and regulations.under which
such arbitration will proceed and the parties muét now
conform to these regulations both in their applications and
with respect to the rates established by a decision of the
cTC.

Statutory Rates

Periodically, the magnitude of the decision
involved in regulating freight rates is so great as to be
befond the formal procedures of the Canadian-Traﬁsport Commissioﬁ
or'any other government body or arbiter. In these circum~-

stances, the matters are referred to the Parliament of Canada

J . d H
) - '-‘ '-‘ h-‘ —' -‘-‘ -3-3-

1 For details, see Table 4, following Ref. 3.
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for adjudication. Where possible, Cabineﬁ decisions and
orders are used. Where £his is not féaéible, legislation
is uséd. The Crow's Nest Pass I'reight Rates have obviously
been in this latter category; at least since 1925,

Market Rates for Crow Rate Commodities -

Against the background presented above it is
quite clear that the establishment of a set of rates to
.replace the Crow's Nest Pass Rates is going to be a very
complicatéd and, probably, protractedAprocess. It would
likely involve all the considerations preéented above
and a good number of political considerations as well.
Nevertheless, for the purposes of this study it has been
necessary to establish some alternate freight fate in order
to estimate the.éignificance of.CroW Rates to Wesfern.danada.
Accordingly, we now turn to the consideration of a likely
market rate alternative to the Crow Rates.

In this regard, an attempt has been made to
assemble as much information as possible (in thé time
available) regarding railway freight rates which are |
applicable to conditions similar to those to which Crow
Rates apply. In the process, some data reiated to the cost
of service, some to competitive rates (both within Capada

and internationally), some agreed charges and some regulated
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rates have been assembled for comparison to the statutory
Crow Rates. Where possible complete schedules have been
obtained.l

Data for these freight rates is presented in
Table 4 and Figure 3. The information contained in Table 4
is for rates between specific points.

In addition to this information, there was
available from North Dakota, some rate schedule information

expressed in the form of equations relating rates for grain

AAmovements by rail from North Dakota points to Duluth and

Seattle.2 This.information is contained in Appendix D and
is shown in graph form, (along with the point to-point data
from Table 4) in Figure 3. Also contained in Figﬁre 3 is
a plot of the New South Wales, Australia railway freight
rate schedule for wheat. All of the information appearing
in Figure 3 has been used in establishing a "market" rate
for this study. |

The author's estimate of the average of all these

rates 1s indicated by the dotted line in Figure 3. This

In some cases this material can be presented in the form
of equations relating rates to distance. In other cases
point estimates only have ‘been available.

2 The author is grateful to Dr. Robert J. Tosterud of the

Upper Great Plains Transportation Institute in Fargo,
North Dakota for supplying this information.




Table 4:
Crow and Comparable Freight Rates
—
' Data
for i Rate Desti-~ Rate
Country | Year | Ref. Commod ity Basis Origin . nation Miles (cents/100 1bs.,
CANADA 1976 | 1" |crain Crow | Regina |Thunder Bay 776 20
Grain for Crow Calgary |Vancouver 7662 ' 20
export Edmonton | Vancouver 766 20
2 Grain for Cost of 850b 91
export service
(rail-
ways)
3 Grain Agreed | Calgary |Vancouver 650 58
products charge | Edmonton {Vancouver 765 63
4 Grain, Truck Calgary Vancouver 650 85
feed compet~-| Edmonton |Vancouver 765 96
itive
5 Grain Mileage| Calgary Vancouver 650 186
Edmonton |Vancouver 765 205

- 6¢€

*

For references and footnotes, see page following the end of the table.
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Table 4: continued
Data j
for ‘ Rate Desti- Rate
Country | Year | Ref. Commodity Basis Crigin nation Miles (cents/100 1bs.)
{
UNITED 1975| 6 {Grain for Bisbee, |Duluth 418 64 (U.S.
STATES OF export N.D. FUNDS)
AMERICA
7 " Wolf buluth 710 117
Point,
Mcntana
8 " " Houston 930 51°
6 n " Seattle 1050 146
AUSTRALIA | 1976 9 Wheat Coona— Newcastle 210 68  (CAN.
barabran ' FUNDS)
Temora Sydney 250 73
850 102

0
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Table 4:

References and Footnotes-
From Table 3.

Derived from data presented in "Railways Clalm Blg
Losses on Grain", Vancouver Sun, Vancouver,
British Columbia, April 20, 1976 in which the CP
and CN Railways claim the.amount of 52¢ per. bushel
as the cost of hauling export grain. This per
bushel figure converted to a rate per hundred-
weight by using the figure of 56.9 1lbs. as the
average weight of an export bushel.

Agreed Charge #1589: CP, CN, B.C. Hydro and
Robin Hood Flour, et al. Grain products excluding
mixed feeds in 100,000 1b. carload lots.

CN Tariff W-184E, S.2 Truck competitive rates for
feed grains in 120,000 1b. carload lots.

CP Tariff W-420B, S.3.

Austin, Lynn A. '"Controversy Flares Over Canada's
Grain 'Crow Rate'". In Foreign Agriculture,
Washington, D.C., United States Department of
Agriculture, Foreign Agrlculture Service,

December 15, 1975.

Kulshreshtha, S.N. "A Current Perspective on the
Prairie Grain Handling and Transportation System",
Saskatoon, Saskatchewan, University of Saskatchewan,
Department of Agricultural Economics, September,
1975. Table XIV.

Transport Canada, Grain Transportation Branch,
Canadian Surface Transportation Administration.
"The Short Line Concept, An Answer to the Prairie
Branch Line Problem?". Report #75-4, October,
1975, p. 23. '

Public Transportation Commission of New South Wales.
Rail Divisijion, Sydney, Australia. "Merchandise

and Livestock Rates: Vol. 1, July, 1973" as amended.
by Circular No. 164, Octobexr 19, 1975 and Circular 164A,
November 12, 1975. Rates for wagonload lots. Rates
converted to Canadian dollars at the rate of

$21.00 = $C1.19.




Table 4:

Reference and Footnotes, continued

a ~ Constructive mileage (used to allow for steeper
~grades on the CP route, Calgary to Vancouver
versus CN route, Edmonton to Vancouyer) not
actual mileage.,

b - Estimate.

¢’ - Reflects water competition on the Mississippi River.
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Figure 3:

"Crow" and Comparable Freight Rates
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Points from Table 4
Equations from Appendix D

New South Wales, Australia grain“schedule (see
footnote 9, Table 4)

The "Crow Rate" schedule (Equations 1(a) and 1(b)) in
the script

Author's estimate of average of non-Crow rates
(see page 38}
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line has the equation:

Y = 40 + 0.06 X @

where Y.¥ the freight rate in cents per 100 1bs.

aﬁd X = the distance in miles between shipping
point and terminal destination.

This line and.equation presents an average price
at each shipping point withoﬁt regard to volume shipped.
Generally, rates can bé reduced aé the volume shipped
increases. In the case of Crow Rate, the volume of grains
shipped from the prairie area is much gfeater than eithér
that shipped from North Dakota or New South Wales in
Australia and is certainly much greater than the amounts
shipped under the othef Canadian rates ianbpendix 4,
Accordingly, a downward adjustment of thé rate schedule
represented by Eguation 2 is in order.

The amount of this reduction which is appropriate
for Crow Rate grains is not immediately obvious. However,
an amount somewhere between 10-20 percent is probably
appropriate. For the purposes of Ehis study a reduction
for volume of 15 percent is assumed.

When this reduction is applied to Eguation 2,
EquétiOn 3 results: |

Y = 34 + 0.051 x | ()

where ¥ = the rate in cents per 100 lbs.

and X = the distance from shipping point to
terminal destination.
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Equation 3 has been taken to be the equation of
the schedule éf rates which might replace the Crow Rates,
if a market rate structure were to be adopted.

Using ﬁquation 3, new rates for the transportation
" of grain and oilseeds by rail from the points listed in
Table 3 to Thunder Bay or Vancouver, whichever is shorterl,
have been caléu}ated. In each case it is assumed that the
actual mileage on the foute used is the relevant parameter
to use in rate making. Constructive mileages, which have
.been used in the past for establishing the rates applicable
for Calgary to Vancouver and Winnlipeg to Thunder Bay, have
been ignored. The new rates are shown in Table_S. This
table shows the route, railway, distance and new "ma;ket"
rate.

Table 5 and Table 3 are directly comparable. A
comparison has been made and presented in Table 6. The
differences in cents per 100 lbs. between Crow Rates and
the new market rates are noted. A compérison is also made
by measuring the ratio of the new rate to the old rate.

The new rates for the points contained in Table 5

range in value from 55¢ to 93¢ per 100 lbs. These rates

This is consistent with current Wheat Board policy of
charging shippers for the shorter of these two distances,
irrespective of the route which the grain actually travels.
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compare to 14¢ and 28¢ pexr 100 lbs., respectiyely in
the érow schedule. On a ratio basis, the new rates vary
between 2.8 and 4.0 times Crow Rates.

These rates are now used to measure the signifi-

gance of Crow Rates to western Canadian agriculture.
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Table 5:

Estimated Market Rates For Grain Flour
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Flaxseed and Rapeseed

Distance to

Thundexr

Vancouver

Shipping Point .| Railway Bay . . |... ... ..... .. Market Ratée
(Miles)t (cents/100 1bs.)
British Columbia
- Dawson Creek BCR 728 - 71
- Fort St. John " 736 72
Alberta
- Calgary cp 650 67
- Edmonton CN ‘ 765a 73
= Grande Prairie | NAR/CN 1,162 93
- Lethbridge cp 768 73
— Three Hills CN 921 81
- Vulcan Ccp 710 70
Saskatchewan
— Saskatoon CN 899 80
~ Regina CP 776 74
- Carrot River CN 916 81
- North .

- Battlefoxd CN/CP 1,000 85
- Rosetown CN/CP 973 84
— Shaunavon Cp 964 83
-~ Swift Current CP | 929 81
— Veregin CN 705 70
Manitoba
- Winnipeg CP/CN 420 55
- Altona Ccp 482 59
- Dauphin CN 610 65
- Killarney cp 583 64
- Portage La

Prairie Cp 475 58

‘Basis: Equation 3.

Via Edmonton

From Tariffs CP W.1600, CN W.100D, BCR 525, NAR 43.



Table 6:

Comparisons of Crow and Estimated Market Rates

Ratio
1 ol Market/
Shipping Point Crow Rate™ |Market Rate”. | pifference .| Crow
(cents/ (cents/.
- 100 1bs.). 100 1bs.)

British Columbia A ' '
- Dawson Creek 25 71 46 _ 2.8
-~ Fort St. John 25 72 47 2.9
Alberta _ .
- Calgary 20 67 47 3.4
- Edmonton 20 73 53 3.7
~ Grande Prairie 28 93 65 ' 3.3
- Lethbridge 22 73 : ‘51 3.3
- Three Hills 21 81 60 3.9
- Vulcan ) 21 70 ‘ 49 3.3
Saskatchewan
~ Saskatoon 22 80 58 3.6
- Regina 1 20 74 ' 54 3.7
- Carrot River 23 81 58 3.5
- North

Battleford . 23 85 62 3.7
- Rosetown 23 84 61 3.7
~ Shaunavon 23 83 60 3.6
~- Swift Current 22 81 59 3.7
- Veregin _ 19 70 51 3.7
Manitoba .
~ Winnipeg 14 55 - 41 3.9
= Altona 15 59 44 3.9
~ Dauphin ' 18 65 47 - 3.6
- Killarney ' 16 64 48 4.0
~ Portage La :

Prairie 15 58 43 3.9
1

From Table 3

From Table 5
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THE SIGNIFICANCE OF CROW RATES
O WESTERN CANADIAN AGRICULTURE

An evaluation of the significance of the Crow Rates
to Western.Canadian agricultural production and processing
can now be made. To do this it is assumed that Crow Rates
are abolished and the new rate structure, derived above, is
substituted. When this is done, a number of effects are
observed. |

The main effects appear in grain productién and
revenues, export grain.carried by railways andltheif'revenues
therefrom, and in changes in feed grain use and livestock
production. Other areas such as grain héndling and the
transportation of feed grains and meat are also affected.
There is also a transfer of livestock production from east
to #West within Canada and certain regional and.local areav
effects are being obsérved within the Prairie area as well.
Each of these effects has been examiged and estimates of
the.magnitude of the changes involved ha&e been made. Details

of the estimates follow.

- Grain Sector

The effects of an increaée in the freight rates for
export grain are most noticeable in the market for export

grains. However, there are side effects and adjustments in
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the market for feed grains and the total supply of grain
as well. The'sifuation is represented diagrammatically
in Figure 4.
Figure 4 has been prepared so as to represent
each of the three parts of the.market for grain sepearately
and to show their interaction. Part A of.Figure 4 relates
to the production of g;ain. SS in this part of ﬁhe figure
illustrateé the response in supplies of grain to price. Part

B of the figure represents the export market for grain. D

-

TB

is the demand for grains at Thunder Bay (or Vancouver), DE
1

represents this demand at the farm gate in the prairies. The

vertical distance between Dp.g and Dy repreéents the Crow

B
1 :
Rate. The demand for feed grains in the prairies is represented

in Part C of the figure. DF'shows the response of the feed

markelt to changes in price.
An initial equilibrium price under Crow Rates is

represented by P,. O is the guantity produced at this pfice,
: 1 _

1
Q2 is the quantity exported and Q3 the quantity used for feed.

An increase in the freight rates for export grains
results in lower farm gate prices for this type of grain.

This change is represented by the movement of Dy, to DE ; in
1 2

Figure 4, Part B. The vertical distance between DE and DE
2 1

represents the amount of the increase in freight rates. A
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Figure 4:
‘ The Supply and Demands for Grain and the Effects of an Increase in
Export Grain Freight Rates Upon Prices and Quantities Supplied and Demanded
A B . C
'Sﬁpply ,' Export Demand ~Feed Grain Demand
S \
‘Price
Py
P3 —S— |
Py i~ \ -
P >~ o~ o
\ DEl i
D
)
s Dy
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disequilibrium is created by this change. Equilibrium is
restored by 1) a reduction in production, and 2) a shift of
product from thé export.market to the feed grain markét. A
new equilibrium is established at farm price levels P2 with
the quantity produced being Q4. Exports contract to Q5; feed
use expands to Qp - Prices at Thunder Bay rise from Py to P4.
Given data for production, market shares (export
and feed) demand ana sﬁpply elasticities, estimateé of the
changes in the prices (Pl through P4) and quantities (Ql through
Q6) can be made for any given change in freight rates.‘
The effects of a change from the old (Crow) Rafes
to the new (market) rates for the prairies as a whole ha?e
been evaluated by assuming that all grain moves fhrough one
central point and that the model déscribed above applies.
Analysis of data for 1974 shows that the central
point to which all grain deliveries may be presumed to have
been méde is 850 miles from Thunder Bay (or Vancouver). The
Crow Rate for this distance is 21¢ per 100 lbs.A The new rate
for this distance is 77¢ per 100 lbs. These twd rates establish
the change in freight rates for application to the model of
~ Figure 4. |
The remaining data for this model was assembled as

follows. For production: 10 year average acreages and yields.
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For market shares: estimates derived from 10 year average
disposition records. For prices: five year average prices
at Thunder Bay less Canadian Wheat Board marketing and
handling charges. All data was taken from the Canadian
Grains Council Statistical Handbook for 1976%. Data for
the demand and supply elasticities were taken from studies
'published‘by Kﬁl§Hf§shﬁha'and'bthérs{l""' )

- The effects of a change in freight rates on six
grains andvtwo oilseeds have been ekamined. The gréins studied
>were'wheat, oats, barley, mixed grains, rye and buckwheat.

The oilseeds studied were flaxseed and rapeseed. | |
The effects a new avérage freight rate of 77é per
100 1bs., replacing a Crow Rate of 21¢ per 100 1bs. ha&e been
computed using the model of figure 4, The findings for the
prairie region as a whole are as follows.
Grain production and land used for grain are reduced

by 5.1 percent. Details of the changes are noted in Table 7.

@ canadian Grain Council: "Canadian Grains Industry
Statistical Handbook 1976". Winnipeg, Manitoba, 1976.

1 See Appendices E and F.
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Table J:

Estimates of the Effects on Production, Land Used and
Gross Revenues from Grain Produced by a Change in
Rates from.an Average 21 cents per 100 1bs. to 77 cents
pex 100 1bs, in the Prairie Region

..................................................

Current After . Change
. Item ... .. ..., Unit |, Levels . Change _ Amount . Percent
Production M. ton 33.3 31.6 ~1.7 -5.1
Land Used M. acres 44.8 42.5 -2.3 -5.1
Revenues M. $ 2674.6 2355.0 ~319.6 -12.0

Gross revenues from grain also decline. The amount
of the decline is estimated at $319.6 million oxr 12 percent.
This decline in revenues is due to both lower prices for éll
grains (P2 in the modél) and a reduction in the amount of
grain grown. | |

As noted earlier most of.the effects on grain
production and grain revenues occur on account of the'freight
rate increase. This conclusion is reflected mofe substan-~
tively in the estimates of exportl volumes presented in

Table 8.

Exports in this context are exports from the prairie grain
growing area, i.e. it includes grain going through

Thunder Bay to Ontario and Quebec, as well as grain going
to offshore points.
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Table 8;: .
Estimates of Changes in Grain Exported From
Western Canada and Revenues Therefrom
Curxent After - Change
Item . .. Unit . . Levels .. Change .. Amount Percent
Exports M. ton 19.4 17.3 -2.1.  =10.7
Revenues M. $ 1655.6 . 1372.0 .. -282.6 -17.0
_Exports of grain are reduced by 2.1 million tons or
10.7 percent. Revenues to producers from this export trade
,OE

are estimated to decline by $282.6 million or 17.0 percent.
Some of the grain displaced from the export trade
is redirected to the feed grain market. Estimates of the -

amount of this change are reported in Table 9.

Table 9:

Estimates of Changes in Feed.Grain Used in
Western Canada and Gross Revenues from Feed Grains

. Current After Change
Item Unit Levels Change Amount Percent
Feed Grain Use M. ton 13.9  14.3 0.4 2.8
Revenues M. $ 1019.0 982.1 -36.9 : =3.6

v

This table shows that there is an increase in feed

grain used estimated to be equal to 0.4 million tons or

. 2.8 percent.
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The rather modest expansion observed in feed grain
use can be attributed to relatively low elasticities of de-
mand for feed grains, a factor which also reflects in the
revenues from feed grain use. Revenues from feed grains are
shown in the second line of Table 9. These are estimated to
decline from $1,019 million to $982.1 million, a reduction of’
$36.9 million or 3.6 percent.

t

The pattern of impact of a change in freight rates

/
is not uniform across the different types of grain which are
eligible for Crow Rates. Table 10 shows the relative impact

of the changes on each of the six grains and two oilseeds that

have been included in the study.

. Table 10:

Estimates of Gross Revenue Reductions by Tvpe of Grain

Revenue Reduction - Percentage of

Grain $ M. Total Loss
Wheat 202.1 . - 63.3
Oats 16.0 ' 5.0
Barley 71.3 22.3
Mixed Grains ) 2.7 : .8
Rye ' 4.0 1.3
Buckwheat 0.3 0.1
Flaxseed 7.6 2.4
Rapeseed ‘ v 15.5 4.8
TOTAL 319.6 . : 100.0
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Inspection of Table 10 shows that wheat and barley
absorb most of the shock of the change. Wheat takes some
63.3 percent of the impact and barley 22;3 percent. The
impact on each of the othér}grains and the oilseeds»is 5
percent or less. These observations reflect the dominance
of wheat amongst the grains produced in Western Canada and
also the fact that a large proportion of the wheat grown is

sold for export.

Livestock Sector '

The effects of a grain fréight rate increase on
livestock production have been evaluated using a methodology
similar to that adopted for evaluating the impact on the
grain sector. The theoretical model is illustrated in
Figure 5. In this figure, the livestock market iﬁ Canada

is perceived as having one set of total demands and two

sources of supply; Eastern Canada and Western Canada. These

three aspects of the market are represented by parts &, B

and C of Figure 5. In Part A of the figure, total demand for
livestock products is represented by DD. The situation in
Western Canada is represented by Part B of the.figuré. The

western share of demand is represented by DW and the current

western supply by SW . The situation in Eastern Canada is
1 :

represented by Part C of Figure 5. Demand is represented

by D_ and supply by S

B B
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Figure 5:

The Demand for, and Supplies of, Livestock in Canada and the Effect of
an Increase in Freight Rates for Grain in Western Canada

A B ' c

Canada Western Canada Eastern Canada
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The effect of an increase in freight rates for

~grain reflects into the livestock sector through the price

and suﬁply of feed grains. Since Crow Rates only épply in
the West then only prices and Supély of feed grains in the
West are affected. ILower prices for feed g;ains in the West
will encourage more feeding of these grains to livestock and.
increased output of them. This is reflected in Figure 5 by
a movement to the right of the western supply curve in Part
B of that figure. The new position of the supply curve is
deéignated as Swz. There will be né ﬁovement at thé supply
curve in the East.

The increase in supply of livestock occurring in
the West adds to the total supply of livestock produced in
Canada. This condition is reflected in the.establishment

of a new supply curve S, in Part A of the figure. Observation

2
of Part A of Figure 5 shows that this increased supply at the
national level will dause the prices for livestock to decline.
The amoﬁnt of the decline is represented by the distance be-

tween Py and P2. Fﬁrther, this priceAdecline reflects across
both eastern and western markets and accordingly brings about
a reduction in the supply from eastern markets represented by

the distance between Q3 and Q6. It also brings about an in-

crease in demand in eastern markets equal to the difference
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between Q3 and Q6' The difference between supply and demand
in the eastern market must be met from the increased produc-—
tion in the West since there is no increase in supply in the
East. The amount of this increase is represented by the dis-
tance betwéen QS and Q7 in the West. Thus we see that a
reduction in the price of feed grains in the prairies brings
about an expansion in liveﬁtock production in the West on_
account of both increased local demand and from increased
demand aqd a reduction in the supply in the East.

Given estimates of the elastiéity of total demand
for livestock products plus the elasticity of supply for
iivestock products in the East,-eétimates can be made of the
changes in livestock production in the West.

Data for livestock response to a change in feed
grain prices have been taken from the work of Kulshreshtha;l
Data for livestock slaughter in 1975 have been used as the
5asis for estimating changes in livestock production generated
by a change in freight rafes and feed grain prices.2 Changes
in five categories of iivestock production have been analyzed.

These are beef, pork, mutton and.lamb, poultry meat and veal.

Kulshreshtha.,, S.N. and Eddy W. Reimer "An Integrated Economic
Model of the Canadian Livestock Feed Sector". Canadian
Journal of Agricultural Economics 23, #3,.1975.

Data was taken from Agriculture Canada, Production and
Marketing Branch, "Livestock Market Review 1975", Ottawa 1976.
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The effects of a change in freight rates for
export grains from 21¢ to 77¢ per 100 lbs. upon livestock

production, as measured at slaughter, are reported in

Table 11.

Table 11:

Estimates of Changes in Livestock Slaughter in Canada
By Tynme of Livestock .

Livestock Type Unit ° 1975 Change Amount Percent

Beef 000 head 3,419 3,524 106 - 3.1

Pork 000 head 7,913 8,003 90 1.1 o
Mutton & Lamb 000 head 187 221 34 18.2 J
Poultry Meat M. head 231 240 9 3.9

Veal . 000 head 698 685 -14 ~ 2.0

The material in Table 11 shows that, with the excep-
tion of mutton and lamb changes in the livestock production
and slaughter are guite modest, generally less than four percent.
The reason for the large change in mutton and lamb
slaughter is not immediately obvious, other than the fact
that it is generated by rather larger orders of magnitude in
the supply and demand elasticities used for its derivation.
Further analysis of this figure is obviously reéuired before

decisions involving its acceptance are taken.
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The decline in the amount of veal slaughtered is
thought to reflect the fact that more animals will now be
kept to an older age, fed out using the cheaber grain and
then sold as part of the finished beef market rather fhan
as.(youngerj vealers.

The impact of the change in the prices of grain on
egg production-haéhnbt_beén estimated in this, study. However
it is probably worth noting that, to the extent that a reduc-
tion in feed grain pricés affects the production of poultry
meat positively, it is also likely that egg production will
be positively affected. Similar orders of magnitude to the
response in poultry meat may be appropriate as estimates of
changes in egg production.

Currently both eggs and poultry meat production
are under supply management programs. Consequently, the
effects of a feed grain price reduction may be inhibited
in these two typeé.of livestock production. The same is
likely'true for dairy production, also under supply manége—.
ment. Nevertheless, there will be a stimulus for a small
inérease in production in each of these types‘of production
generated by the reduction in feed grain prices.

Changes in the vblﬁmé of siaughter in the West

are reflected in Table 12.




Table 12:

Estimates of Increases in Livestock Slaughter

in Western

Slaughter Difference

Tivestock Type Amount  Percent
Beef head 113
Pork head 96
Mutton & Lamb head 35
Poultry Meat .. head 10
Veal 000 head -14

Inspection of this table indicates that the orxders of

magnitude of the change in the West are, as expected, greater
than those for the country as a whole.

appears in the production of mutton and lamb with poultry meat

production close behind.l

pork produced appear to be quite modest, at least on percentage

basis.

Changes in the volume of production of livestock

" The greatest response

Changes in the amount of beef and

products in Eastern Canada are presented in Table 13.
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The earlier caveats in regard to these types of production

should again be noted.
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Table 13:
Estimates of Decline in Livestock Slaughter in Eastern
Canada

Slaughter Afterx Difference
Livestock Type Unit ‘ 1975 Change Amount Percent |
Beef 000 head 1,142 1,134 -7 -0.6
Pork 000 head 5,112 5,106 -6 -0.1
Mutton & Lamb 000 head 101 100 -1 . 1.0 .
'Poultry Meat M. head 176 175 -1 0.5
Veal 000 head 558 558 0 0.0

Inspection of Table 13 shows that all changes in out-
put in the .East are of the order of 1 percent or less.

The livestock revenue situation consequent upon the
) ) )
change in grain freight rates is summarized in Table 14.

Figures for total revenues (nationally) as well as estimates_'

of the growss revenues in Eastern and Western Canada are presented.
Table 14:

Estimates of Changes in Gross Revenues from.Livéstock (at
Slaughter), Canada, Eastern and Western Canada.

Afterx :
Change Difference

1975 ($ Million) Amount Percent
Canada 2,738 2,742 + 4 0.1
West 1,332 ' 1,366 ‘ +34 2.6
East 1,406 1,376 -30 2.1

S - .



-.-J‘ - l)-A -J -1-- -

The information in Table 14 suggests that there will
be very little change in total revenues received by livestock
producers in Canada following a change in freight rates. The
main changes which do occur, result from a transfer of produc-
tion and revenue from Eastern Canada to Western Canada. The
total amount of transfer is estimated at about $30 million.

This is quite modest in comparison” to the reduction in gross
revenues received by gfain producers, estimated at $320 million.

Tables1l5 and 16 show the changes in livestock gross

revenues, by type of livestock producﬁion,'in Eastern and

Western Canada.

Table 15:

Estimates of Changes in Gross Revenues from Livestock in
Eastern Canada by Type of Livestock Production

: Revenues
. ’ . Before After Change

Type of Livestock ($ M)
Beef 436.1 419.1 ~-17.0
Hogs 687.0 682.1 - 4.9
Mutton & Lamb 2.2 _ 2.1 - 0.1
Poultry Meat 221.9 . 213.8 - 8.1
Veal 58.1 58. 4 0.3

This table shows that the benefit of Crow Rates to
Eastern Livestock feeders is greatest for beef, significant for
poultry meats and hogs and very small for mutton and lamb. There

is an estimated (small) cost to veal of the Crow Rates.
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Table 16:

Estimates of Changes in Gross Revenues from Livestock In
Western Canada by Type of Livestock

Revenues ($M)

Type of Livestock Before After Change
Beef 869.7 883.2 13.5
Pork 376.5 387.1 10.6
Mutton & Lamb. 1.9 ' 2.6 . 0.7
Poultry Meat 69.7 ' 79.8 10.1
Veal 14.6 13.2 -1.4
TOTAL . 1,332.4 1,365.9 33.5

_This table shows that, in the West, the cost of Crow
Rates is highest for the beef industry. Pork and éoultry meat
bear about equal costs and mutton and iamb a very smali amount.
There is a net benefit to veal from the Crow Rates. -
Railways

The primary effect on raillways of the change in
freight rates is a reduction in the amount of grain carried for
export and a rather substantial increase in revenues obtained
from carrying that grain. Estimates of the amount of grain

carried and the railway revenues therefrom are presented below.

Table 17: )
Estimates of Export Grain Carried and Railway Revenues
Therefrom
Change
Item Unit Before After Amount Percent
Grain Carried M. ton 19.4 17.3 2.1 10.7
Revenues M. $ 81.6 267.3 185.6 227.5
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Observation of Table 17 shows that the reduction
in grain carried is approximately 11 percent while the -
increase in railway revenues from carrying thils grain is
of-the ordexr of 228 percent. |

It should be.noted that not all of the losses
sustained by grain producers appear as gains to the railways.
Comparison of the estimates of grain producers revenue losses
(Table 7). with those for railway revenues gained (above) shows
producers losses are about 1.7 times railway gains. This .
situation exists because the prices of all érain (and hence
revenues from all grains) are depressed by the change in grain
freight rates. Railway revenues, by contfast,'are derived from
only that paft of all grains which travel to export by rail.
Before the change, the proportion of all grains moving to
export is'estimated to be 58 percenf. After the change, the
proportion falls to 45 percent. It is this laﬁter percentage
in'conjuncfion with the neﬁ rates which determineé the new
lével of railway revenues.

Secondaxry Effects

In addition to the primary effects on grain, live-
stock production and railway revenues described above, there
are a number of secondary effects associated with an increase

in export grain railway transportation rates. By and large,



1
'

b A ' ‘ 4 _ l

i

r - J v
N . . s . . . . ' L. . . ; . ‘e . ‘ i

these have not been examined in any detail in this study,
but some mention of them is considered appropriate as they
are affected by the Crow Rates. Several areas are touched
on briefly below. They are grain handling, livestock process-
ing, input supplyiﬁg and the transportaéion of commodities
other than export grain.

Grain Handling

It is perhaps obvious that the volume of grain
handled by the grain handling system is likely to reduce
under the circumstances of increased freight rates for export

grain. Some estimates of the changes likely to occur can be

made from observing the changes in total production (Table 7)

and the amounts exported (Table 8).
In Table 8, it is noted that a reduction in export
grain carried of 2.1 million tons might be expected as a con-

sequence of an average increase of 56¢ per 100 1bs. in export

- freight rates. All of this flow would likely be lost to the
elevator system, except for a small amount which it is estimated

would be switched to feed uses. This latter amount is estimated

(Table 9) to be 0.4 million tons. However, not all of this
will move through the elevator system as at least some of it
will be feed to livestock on or near the farms on which it is -

produced. If the amount of the latter is say half of the
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increase in feed grain use, then the net loss to the elevator
system from the change in freight rates would be 1.9 million
tons or about 115 million bushels. If elevator éhaxges average
3 3/4¢ per bushel,l the loss in elevator revenues would be

about $4.25 million. Grain handling revenues would be reduced

further if there was any reduction in grain stored at elevators.

Livestock Processing

Changes in numbers of livestock slaughtered have
been estimated and have been reported in Tables 11 through 13,
above. On a number-of-animals basis, the increases in through-
put which packing houses wouid be regquired to handle is quite
small. The chanées, estimated to be less than 5 percent, are
considered likely to be well within the capacity of existing
plants. The situation regarding sheep and lambs as noted
earlier, needs further investigation.

Any dollar benefits from increased packing house
activity are expected to be guite small and-havé not been
estiﬁated. |

Farm Supply Sector

There is likely to be a reduced demand for farm

supplies going to the grain sector and some increase (probably

1
The current rate for wheat, barley, and rye.
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marginal) in the supplieé required by livestock feeders
generated by an incréase in export grain freight rates. The

' major purchased inputs of grain producers most likely to be
affected by a change are probably farm machiner? and fertilizer.
Apart prm feed, which has already been discussed, increased
purchases by livestock producers are likely to be quite modest
and involve small amounts of equipment, possibly buildings and
working capital.

Transportation

It is noted that there would likely be some secondary
effects on the transportatibn éystem arising from an increase
in grain freight rates. The amount of these has not been
estimated but it is thought worth noting that there is likely-
to be some increased movements of feed grains, probaﬁly by
truck rather than rail, some increase in livestock transported
and some increase in the volume of meat moving, particularly
between West and East. The amounts of these movements seem
~likely tq.be greatest in the meat category, and rail transpor-
tation is likely to be used on account of the long distance
involved. The other movements probably have smaller oxders

of magnitude.




Regional Considerations

The major regional considerations i.e. those
involving changes in production and processing between
Eastern and Western Canada have already been identified
and reported. These relate mainly to the location of
increased livestock output and the processing thereof.
The changes favour Western Canada but the dollar value of
the changes are quite modest.

One point not already made is that relating to
a possible interregional transfer of income by the railways.
It is not knéwﬁ how the'railways would spend the increased
earnings implied in an increase in freight rates. To the
extent that the increased revenueé represent Compensétion
fér operating costs it should be concluded that most of the
money would éctually be spent in the West. Capital goods
would likely be purchased in the East and profits disbursed
there too. On balance, it would seem that a major share of
the increased earnings would remain in the West.

| In addition to identifying and evaluating the main
East/West considerations related to Crow Rates éertain intra-
regional (within the prairies) effects have been examined.

Intra-Prairie Considerations

In this section consideration is given to the

impact of grain freight rate changes at the sub-prairie
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régional level; that is, at the provincial level and at
specific rural locations. 1In fhis analysis, an attempt ia
made to-disaggregate the macro—-economic analysis already
reported. " We turn first to some general considerations
‘and then to evaluating the effects of.a change in ffeight
rates at the provincial level.

General Impressions

Reference to.a map of the prairies indicating the
location of each type of grain and livestockproductionl
gives a general.impression of where the major impact of a
change in-freight rates will occur.

EXamination of such a map shows that the éreatest
impact of the change in grain freight rates will likely
occur in central and southérn Saskatchewan. In these areas
wheat is the dominant croé and there are few, if.anyjproduction'
altérnatives,

Adjacéﬁt to this central area, in the general shapé
of a horseshoe, is an area where both grain and livestock
(wheat and cattle particularly) are produced. This is likely

where the trade off between grain and livestock will be the

greatest. Outside this zone, to the northwest, in the Peace

E.g. National Atlas of Canada, 4th Edition, Revised, Ottawa.
MacMillan Company of Canada, Toronto, 1974, page 137.




River country; in north éentral Alberta, northeastern
Saskatchewan and in the Lake Manitoba and Winnipeg areas
there are a greater number of production alternatives.
Wheat is still grown in many of these areas, but outside
of Saskatchewan is not the dominant crop. Accordingly we
can expect the impact of grain freight rates to be less,
on a "gra;hg'éffécted" basis, in these areas.

In addition to the effects of fewer production
alternatives in Central Saskatchewan, it is also clear that
farmers in this province will be the most affécted on.a cost-
of;transportatioﬁ basis as well. The Province of Saskatchewan
and the wheat belt within that province, lie almost exactly
equidistant between Vancouver and Thﬁnder Béy, thus incurring
the highest railway costs of any pért of the prairies.

In summary then, it is apparent that the. wheat
beit of Central and Southern Saskatchewan will likely be the
most adversely affected area of the pfairies.

Provincial Impacts

An attempt has been made to measure the effecfs of
a change in freight rates on each of the prairie provinces
and (northeast) British Columbia. Basically the same model
has been used for the provinces as was used for the Praifie

Region as a whole. However, provincial demand and supply
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elasticities are lacking and approximation procedures had

to be used. The following estimates should therefore be

used with caution and should ba regarded only as general

“indications of approximately what the likely impacts hight

be.

The data presented in Table 18 below, represent

' attempts to establish the relative impact of the change in

freight rates in each of the four provinces. The calcula~

tions have been made assuming that all grain moves through

one point in each province.1 The estimates in this table

~also assume that the elasticity of grain supplies in these

provinces is zero. This assumption is not made because the

elasticities of grain suppliers in each province are thought

to be zero, but rather because no actual estimates have been

founé{.2 Without these estimates it is difficult to proceed

on a basis of supply elasticities different from zero.

The adoption of an assumption of zero elasticity provides, at

least)a (consistent) basis for estimation and does allow

estimates of the price and revenue bPressures—-for—-change in

each province to be made. In general, this assumption results

Portage La Prairie, Regina, Vulcan and Dawson Creek, in
Manitcba, Saskatchewan, Alberta and British Columbia,
respectively.

It is thought, for example, that graih supply elasticities
might be higher in Alberta and Manitoba than in Saskatchewan.
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in grain price depression effects being overestimated and

(definitely) acreage response to be underestimated.

" Table 18:

Estimates of the Changes in Gross Revenues from Grains
By Province (assuming no change in acreage) Generated
By an Increase in Export Grain Rail Freight Rates.

Reduction Percent
Province In Grain of Total
' "7 7 Revenues Reduction
T8 M.
Manitoba ’ © 35.6 12.3
Saskatchewan 162.6 56.4
Alberta - 88.1 30.5
British Columbia 2.2 .8
288.5% : 100.0

The estimates presented in Table 18 support the
earlier conclusion that Saskatchewan would be the most
affected proviﬁce; in fact, that province incurs greater
than half the losses in grain revenues estimated to occur
from the changé_in freight rates. Alberta comes second with
30.5 percent of the revenue reduction. The impact on Manitoba
is less, at 12.3 percent, and the impact in British Columbia

is below 1 percent of the total.

The total amount of the grain revenue reduction established
in Table 18 is less than that in Table 7 because of the.

restraint of zero supply elasticity imposed on the provincial
analysis.
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No attempt has been made to estimate changes in
livestock production in eachfprovince{-.Provincial level
demand and supply elasticities are'neédéd and are generally
lacking.

Local Effects

The problem of estimating local area impacts is
similar to that involved in estimating provincial impacts.
Estimates of local level elasticitjes are lacking and as
well, estimates of production have to be based on 1971
census records. 1971 was not a particularly "normal" year

in the prairies as the grain production pattern was affected

by the Lower Inventories for Tomorrow (LIFT) program of the

previous year. Nevertheless an attempt has been made to

estimate locai area effects using the available data. Seven
prairie locations have been examined. These aie Altona and
Dauphin in Manitoba; North Battleford, Saskatoon and Swift
Current in Saskatchewan; and, Gfande Prairie and Lethbridge
in Alberﬁa.

Two measures of the impact of a freight rate change
have been used. They are the reduction of Gross Revenues from
Grain and the Weighted Average Feed Grain Price Reduction.
Again, an assumption of zero supply elasticity is used.
Comparisons between each of the iocal areas and provinciai
totals give some idea of the possible local area impacts.

Again no estimates of impact on the livestock industry in
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cach area have been made for the same reasons as prevented
a livestock analysis at the provincial level.

Table 19. presents the estimates of changes in
grain revenues for each of the seven local areas and compares
these figures to their relative percentages of provincial
production. Inspection of this table shows that revenues
from grain-are depresseé more in each of the seven areas
than their equivalent share of provincial production.-
These estimates reflect both the distance of each of the
areas from ThunderABay or Vancouver, and the local area
mix of types of grain currently produced. In the seven
areas examined, the effects éppear to be greateét in
Grande Prairié and Swift Current areas,

Table 20 presents estimates of the change in
weighted feed grain prices in each of the seven local areas

and compares them to the proVincial averages.



Table 19:

Estimates of the Effects a Change in

Freight Rates on Local Area Grain Revenues

Relative to Production (assuming zero

supply elasticities)

! |
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Lethbridge

898 4 7.2 7.5

Current Grain Grain Revenue
Province & Local Area Production Reduction Percent of Provincial
(000 ton) $ M, Production Revenue Reduction
Manitoba 5,405 35.6
Altona 546 ' 3.7 10.1 10.4
Dauphin 278 2.0 5.1 5.6 !
Saskatchewan 17,753 - 162.6 100.0
North Battleford 789 7.5 4.4 4.6
Saskatoon 1,169 . . 11.3 6.6
Swift Current 1,337 13.7 7.5 .
Alberta 11,935 88.1 |
Grande Prairie 1,345 13.1 11.3 14.9
8.2
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Table 20:

Estimates of Weighted Average Feed Grain Price Decline

In the Three Prairie Provinces and
(assuming zero supply elasticity).

Seven Local Areas

Province & Local Area

Weighted Average Feed
Grain Price Decline

Manitoba
Altona
‘Dauphin

Saskatchewan
North Battleford

Saskatoon

Swift Current

Alberta

Grande Prairie

Lethbridge

8.2
8.3
8.8

11.1
12.2
11.9
12.6

9.5
12.9
10.3

Again these figures reflect the relative distances

of the local areas from export destinations and local area

grain production mixes. Using this criterion Altona and

Lethbridge are the least affected relative to provincial

averages. Grande Prairie and Swift Current would be the

most affected.
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CONCLUSIONS

- Based on the informafion assembled for and
included in this study, the following conclusions are
drawn regarding the significance of the Crow's Nest Pass
Freight Rates to agricultural broduction and brocessipg
in Westexn Canada.

1. There is now a fairly substantial difference
between the Crow's Nest Pass Freight Rates and the likely
market freight rates for grain, grain products and oilseeds
in the prairie region.

2. The spread between Crow Rates and the likely

market rates for grains is now such that it generates an

estimated Crow Rate benefit of $320 million to grain producers

annually.

3. In part, this benefit to grain producers is
obtained at the expense of livestock producers ip Western
Canada whb must pay higher prices of feed grains due-to the

Crow Rates. It is estimated that abproximately $34 million

- of livestock production is foregone in Western Canada on

account of the Crow Rates.
4. The costs of the Crow Rates to the railways

have been estimated to be about $186 million.



i

]

,,
i,

!

, R . . . . B - . B . . . N . . . . . F . - . i

i

s ——
{ s
b -

5. The benefits to grain producers are greater
than the costs to the railways and livestock pfoducer.

6. Benefits are related to distance from Thunder
Bay and Vancouver and type of grain produced.

7. The benefits to grain producers are greatest
in Saskatchewan.

8. Amongst the seven local areas examined in the
study, benefits in the-Swift Current, Saskatchewan and
Grande Prairie, Alberta areas are proportionately_greatér
than in the Lethbridge, North Battleford, Saskatoon, Dauphin
and Altona areas. |

9. Amongst the six grains and two oilseeds
examined in this study, the benefit of Crow Rates is greatest
for wheat and barley.

10. There is a moderate benefit to the grain
handling system and a small loss to meat processing sector
generated by the Crow Rates.

l - 11. -The supply responses of both grain and
livestock production at the provincial and local érea levels
is largely unreported, and may be unknown. Détailed infor-
mation on these parameters-is needed for a better evaluation
of the provincial and local area benefits and costs of the

Crow Rates, than has been possible in this study{ Water and




—
i

J

R ' PN . . . [ . B 3 . B

P —

farm labour availability and farmer attitudes towards

livestock raising are suggested as areas likely to be

important to grain and livestock supply responses ‘in the -

prairie area.
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RECOMMENDAT ION

In light of the conclusions presented above the
following recommendation is made.
l. That a detailed examination of the constraints

to expanded livestock production in Western Canada be under-

taken.

{This examination holds the key to better assessing
the benefits and costs of Crow Rates at the local level.
Market potentials and physical, biological and social constraints

to increased production need to he examined.)
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SUMMARY

This report bresents the findings of an examina-
tion of the significance of the Crow's Nest Pass Freight
Rates for production and processing of agricultural ?roducts
in Western Canada.

A history of the Crow's Nest Pass Freight Raﬁes,
since their inception-ih 1897 through 1976, is reported.
In 1976, these freight rates apply to grain and flour,
flaxseed and flaxseed-products, rapeseed and rapeseed
products and a number of related commodities. Originally,
the rates applied only to movements from prairie shipping
points to Thunder Bay. Now the rates apply on mo&ements
to Vancouver, Prince Rupert and Churchill for export as
well. Typical Crow Rates in 1976 are those from Edmonton

and Calgary to Vancouver, and from Regina to Thunder Bay;

all of which are 20 cents per 100 1bs. for grain and 213 cents

per 100 lbs; for oilseeds and oilseed products.

The significance of these rates for agricultural
production and processing has been evaluated by way of
examining the difference between Crow Rates and estimated
likely market rates for the same commodities moving to the
same destinations. The estimated likely market rates are

above the Crow Rates.
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The difference between the Crow and market rates
in the prairies varies by location of éhipping point and
by type of grain moved. Typical estimates of the difference
are 47 cents per lOO<lbs¢ for Calgary, 53 cents for Edmonton
to Vancouver and 54 cents for Regina to Thunder Bay. On a
per bushel basis, the difference is greatest for wheat and
least for dagé:‘uﬁétimaﬁés of the differences between the
two rates fdr these two commodities on the Regina to
Thunder Bay rdute are 321 cents and 18 cents per bushel,
respectively.

The fact that Crow Rates are below estimated market
rates results in a benefit to grain producers and an implied
cost to livestock producers and the railways. It is estimated
that the benefit to grain producers at the Crow Rates is
$320 million per annum. Losses fo western Canadian livesfock
producers (iﬁ terms of production foregone) are estimafed to
be $34 million. TLosses to the railways (also in terms of
income foregone on account of the Crow Rates) are estimated
to be $185 million.

The effects of the Crow Rates on six types of
grain (wheat, oats, barley, mixed grain, rye and buckwheat),
two qilséeds (flaxseed aﬁd rapeseed), and five types of

livestock production (beef, pork, mutton and lamb, poultry meat
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and veal) have been examined. The benefits are greatest

for wheat and'barley (63 percent and 22 pexcent of the

total benefit to grains and oilseeds), less for oats, rye

and mixed grains (five, one and one percent, respectively),
and least for buckwheat (less than one percent).. The effects

on oilseeds are estimated to be gquite modest (two percent

.and five percent of the total benefit to grains and oilseeds,

respectively).

Costs to the livestock industry in Western Canada
are estimated to be quite small relative to benefits to
grain producer, approximately 11 percent in dollar terms.
This relatively small cost is the consequence of fwo factors.
First, only about one-fifth of the reduction in exports
generated by higher freight rates would, it is estimated,
be redirected to livestock production under market rates.
The other foﬁr—fifths would not be produced; Second, the
elasticitieé of demaﬁd for the livesfock products examined
in this study are such that revenues from these products
would increase only very marginally if production were to
increase in response to the lower,feed grain prices expected
under market rates for export grains.

Costs of the Crow Rates by tyﬁe of livestock
production are greatest forbeef, less for hogs and poultry,

and least for mutton and lamb. There is an estimated
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(small) benefit for veal arising from the fact that fewer

animals are fed out under Crow Rates in Western Canada.
Benefits for exbort.grains are estimated to be

substantial. The difference 1s estimated to be $283 million

in export grain revenues., Part of this amount arises from

~greater production and export sales of wheat and barley

under the Crow Rates, and part from lower costs of trans-
portatioﬁ to export position.

The benefits of Crow Rates in each of the four
western provinces have been-examinea. Because of longer
distances to export position and because of the dominance
of wheat in thé production pattern of the Province of
Saskatchewan, this province benefits most from fhe Crow Rates.
It is estimated that 56 percent of the total Crow benefit
accrues to grain producers inthat province. Alberta takes
second place with 31 percent of the benefit. Manitoba has
an estimated 12 percent and British Columbia one percent
of the total benefits to grain producers.

Benefits of the Crow Rates have also beén assessed
at seven specific locations in the prairie area: Altona and
Déuphin in Manitoba; North Battleford, Saskatoon and
Swift Current in Saskatchewan; aﬁd, Grande Prailrie and

Lethbridge in Alberta. Data for an analysis at this level
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of disaggregation proved difficult to obtain and the
estimates presented In the findings of this part of the
study are tentative. Resulté are expressed in terms of
im?act of the Crow Rates at theSe locations, relativé to
provincial level impacts. Greater benefits apbear to
accrue at Swift Current and Grande Prairie then at the
other points. ;

Information regarding likely livestock production
responses to lower feed grain prices {(generated by higher
export grain freight rates) at the provincial andllocal
area levels of production are largely lacking or ave
unreported. Because of the inadequacy of this data; it
has not heen possible to estimate_the costs of the Crow
Rates to.western livestock producers at the provincial and
local area levels.

Some of the secondary benefits and costs of the
Crow Rates have been examined briefly. Benefits to the
grain handling system and costs to livestock processing
havé been estimated and are guite modest. The possibkbilitiles
of benefits and cost to the farm supply and transportation
{(other than export grain) sectors have been noted.

A recommendation is made that data for the livestock

production response to lower feed grain prices at the
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provincial and local area level of production. It is
noted that in this study, markets are constraining to
increased earnings from livestock ﬁroduction, It is
suggested that that water, farm labour and prairie farmer

attitudes towards livestock husbandry may also be important.
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APPENDIX A

The Crow's Noest Pass Agrecment

Darep 6th Seeriypir, AD. 1897

ACREEMENT
Retween Her '.\I'nj~ . Queen Victoria, .cpacsmlcd by the
Aifister of Railwa dnd Canals :
AND

The Canadian Pacific Railway Company

Re: Subsidics to construct a milway from Lethbridge in
the Territory of Albertz through the Crow's Nest
Pass to Nelson, B.C

Trits Txpentuss made the Sixth dav of Scp ember In the year one thousand
eght hundred and nis 1Cl\'-<C\ ent Letween iHer Majesty the Queen acting in respect
of the Deminion of Canada and hercin rcprccc,:'ud by the Minister of Railways
and Cznals, hereinafier referred to as “the Government”, of lhc first part, and
the Cznadian Pzeific Rashway Cempany hereinafter referred to as “the Company

~of the second part.

.

Whereas 1t was cnacted in effect in an Act passed in the last Scssion of the
Parliament of Canada held in the sixtieth and sixty-first years of Her Majesty's
velmn ntituled “An Act 10 zuthorize a subsidy for a Railway threugh the Crow's
Nest Pass™ that: subject to the conditiens thesein mentioned, the Governor
Council might grant to the Corzdian Pacific Rathway Cempany a sabsidy tewards
the construciion of o rafiwav {rem Lethbridze in thi Tcr":.Gr\ of Albe rm Nrbush
the Crow's Ne:it Poss in \uw—*, in the P’roviice of 371 sh Coimnbia (which
rzilway is herasafter c-nih.u the Crow's Nest Line”) 1o the r&' nt of cloven
thousannd dollars per mile thereni, and nct c\cccdn.f_: in the whele il\ sum of
three miilicn six.boeds fx "173 Unrnv iheusand dodars, pov
- the om "'“m“\:n (‘1_3_ ] . | wecticns Of ine sawl ppiiwat of thwe fengih
respectively ot in ten mes. and the e —m::-::r on tie completion of
“the whole of !x e sawd rahway to the satisiaciicn of the Minister of Raihways and -
Camals provided that an azreement Between the Goverament and the Company
chould be [irst N\lgrui ipto u such form as the Covernor in Coanzl may think
fit, containing covenants to the following cifect, that 3s 1o say:

2 by _:;.st::n _-‘n;S on

On the part of the Company:

- (2) That the Compony would construct or cause to 'bc: construeted, the Sqld
ratlway upon such rovh_ and according to such descriptions and speciiications
and \\t.h.n such time or times as should be }’)I‘D\](]Ld for m the said agreement,
and, when completed would operate the said raihway forever; and also coxm"nt:.

to the cffect ol the:e ht.‘r(_!r'"f{{_r containedd and numbered consceutively from
8 to 13 inclusive,

A‘\n Wiztreas the Governor Counul has duly approv ed of the dc=cnpnon
conditions and specificaiions hereto annexed, marked “C" as the deseripiions,
cenditions and gpeaiicavions fer the construction of the said rmlway.

KNow Tirnrs Fupsxteny Wrrxessstir that ju considgerating of Lhe pramiscs
and of the covenant on the part of the Government, hereinafter contamed the

. Compimy duth herehy for Bisel and its successors covenant with the Goversninent

235 follows, that is 1o say:
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1: The Company shatl and with well and trnly an \1 faithinlly make, build,
consteact and conmlite a fina of railway ealivd the Crew's Nest Tine fram T -
bridpe in the Tercitary ot Alberta thrawd the Croaw's Joest Loss 1o Nelsen
the Deovinge of_f'-r'm_‘-u,'n.n nhin, e porals and AppruaiAe 10w it Ll)t.t:L:_
being shown on toe plans maren “A" and "B hereunto annexed aad inaceoc-
d"\l]CL with the ~pc‘_mc1ho'1 hercunto anucxad marked “C7, and all beldges,
culverts and works appurtenant thercto, asd will budd, coustruct and complcte
the sald line of railway, bridges and culverts, and perform all enginecring senvices,
whether in the fickl or in preparing plans or doing other office works, to the
eidire satisfaction 6f the Governor i Council.

2. The Company shall_and will Tocar: and constrict the snid Hoe of Reademy
cp ‘15_*;{1'1: 'ht Qo 1.~,c a5 D*. L\‘¥ -U ¢ lu wween thy pomds ,M +UM] \\; Iy

only such dunhom as s! 1:.11 be "110\\ cd Ly the Governer in Council.

3. The gradients and alignment shall be the pest thae the physical features
of the country will admit of in conformity with the aforesaid specifications here-
unto annexed marked *C".

hills Qf ('1\1_'\‘1‘1’)(_:. ol ihe w '-o'r‘ lr“ [} rm]x\..“.\ in l':.x mile sociinns,
the work 1S connienced o1 Eny ten- Mite 500000, SUCD Dot i? 3 locat:
plans ond biis of ceaniiiies sunil by aporoy ed i rhe Loy
Jbefore ony pranenis SR c I
by De reautrnd to satisiy the er of wn
yalue of the woirks exem :zcd il LAt remiEining

L~
nit -rcl o2
T 1 (_C\L \\..I ol
o ns ns

© 5. The Company shall commience the Weorks embraced In this ngreemsnt
forlh\uth and shall _prosecute the same with all reasonable despateh so that ihe
Yine may be comes od 1o lhe South _eoil of Weotenav Taoke on or beiore the
thirty-first day _of December, 1503, or such later date as the Covernor in Cenacil
ma}‘ upon goml cause shown s;.. at and allow and so Lh"st the r:‘n!nmm::‘ narion

£ the r:,ulwn) viz: frem the So.*"\ cird of Wootenay Take to the Wown ni Nelien
511'1” be campleicd net Inter thon the t" riv-iicst v of Decomber, L uJ or suci
Ialer date as may for i g: 553 ¢ 2USC D 1t Jlke AN Ner aiowed. In'ias meaniime.
that is to say, Trom lln. time of thk compiciion of the said line to the South 2nd
of the Kootcnay Lake and the final completion of the whole line to Nelsen the
Company shall provi dL such focilities as may be nocessary for the carriage of
freight m car loads without ‘\3:]3‘[)1.;{.!1{ between the Seuwth end of Kooicnay
Take and Nelson,” time being declared to be material and of the essence of :his
contract and in defzult of sm.a comniztion as ";_IO.“C"Id the Cf“"‘ﬁ_]:'} ‘RII.‘-II_L_‘E‘ Tgit

c
Hl
I

all rizht, claim or dr:..ﬂﬁri to anvoand every parg or e suhably rog "L]j‘:‘ o unpnd,

55 Als0 {0 nnyv monovs whatever wiichanav he at_the time_of the fatlore of the

completion as afercsaid dug and owing to tihe Company.

- 6. The Coqfipmv will upon and after the comspletion of the said line of
lx_alh\ ay and works appertuinmg thereio truly and fanthiuily keep the same ond
the rollinz stock required thercior in good and sufficient worlking and running
arder, and shall continucusly and I.znhlu]!) cperate the same Jovever.

7. The Company will build, construct and cemplele the saul fe of ratleay
and \\orLs appertaining thereto in all respects accordance with the s spaetiiesiion

hereto annexed, marked “C"; and upon a line of locclion to be approved of by
the Governor in Council

8. The said line ef Railway shall be constructed through the Tewn of
McI cod, and a station skali be catnblished.therein, nnless the Goverror in Co! "‘C"l
is satisficd by the Company that the re iz moad canze for comsiructing lh.., O
outside the Limils of Ihc said Pown, which ease the said line of ranway ~--*1l[
be located and a siadion cs.nbhahcd at a distance not greater than [ive hilred
yards from the'linits of the «aid 1own. '
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9,80 woon as the said railway is apened for (raflic to Koolenay Iake, the
Ioval vates and tolls on the raihway and an any other railway used in comncction
therewith and now or hereafter owneld or fensed by or operated on account of the
Company Scuth of the Company’s main Line in Eritish Columbia, as well as the
rates and tolls between any point ea any such line or NHues of railway and any
" paiat e the main fine of the Company throughout Canada, or any ollicr railway
. owned or leased by or eperited on sccomnt of the Company, jucluding its lines of
stenmers in Bravish Columbia shall be {irst approved by the Governor in Ceuncil
or by a Railway Cowmmiission, if and when such Commission is esizblished by
aw, aud shall at all times therenfter and from time to time be subject (o revision
. and control in the maimer aforcenid,

L
B

10. A reduction shall be made in the genem! rates and tolls of the Company
as now charged, or as conimwnad in its present freight tariff, whichever rates axe
‘now the lowest, for carlends or oiherwise, upon the classes of mierchandise here-
inafier mentionzd, wesibound, from and iveleding Fort William and all points
East of Fort William on the Company’s Railway to all paints West of Fart
William ca the Company’s main line, or on any Ene of raihvay throughcut Canada
owned or leased by or operated et account of the Company whether the shipiment

" 15 by )l rail line or by Lake and rail, such reduction to be to the extent ef the
following percentages respectively, namely :—

L

 Upon 2 green and {resh fruits, 33Y3 per cents
Coal o1, 20 per cent;
Cordage and binder twine, 10 per cent; .
Agricultural implenents of aill kinds, set vp or ia parts, 10 per cent;
Iron, including bar, Land, Canada plates, golvanized, sheet, pipe, pipe-fittings, |
. ¢ nalls, spikes and Lorse-shoes, 10 per cent;
All kinds of wire, 10 per cent;
Window glass, 10 per cent; "
Paper, for building and rocfing purposes, 10 per cent;
Rooling {elt, Box and packing, 10 per cent; _ .
Paints of 21l kinds and oils, 10 per cont; ‘
Lave stock, 10 per cent; - :
Wooden. wire, 10 per cont;
Houschold furniture, 10 per cent;

And no kigher rates than such reduced rates or tolls shall Le hercafier charged
by the Cempany upon any such merchandise carried by the Company between
the poiits aforcsaid; such reductions to take effect on or befere tie first of
January — one thousand eight hundred and nincty-cight.

1i. There shall be a reduction in the Company’s present maies arnd tolls on
grain 2t flour {rom all peints on its main line, branches or connccticns west
of Fort Willizm to Fort Witlim and Port Aribur ziid all points Tast, of three
ceats per one huadred poinds, Lo take cifect in the feblowing manner:— one and
onc-hinlf cent per one hundred pounds n or Lelore the first day of Septanber,
onc thoutand cizht hundred and winetv-cizhiy, and an 2dditional one 2rd one-half
cent per one hundred pounds on or before the first day ef Septomiber, one
thousand cizht hundred and ninciy-nine; and no Licher rates than such reduced
rates or iclls shall be charged after the dates mentioned on such merchandise
from the psints aloresaid; '

i J
fmm———

-12. The Raihway Comnmittee of the Privy Courcil may grant rumning powers -
over 1he fnid Boe of raihwav and 2ll fts Lranches and commnections, o any pariions
thercof, atd ol Lines of railway row or hereaficr owned or leascd by or operated
on account of the Company in Gritish Columbia sovth of the Coampany's main

A
f

-




"and [or any purticular portion or portions of the wark, and Tor aay speaificd

line of ratlway, and the necessary use of 1ts tracks, slations and stalion grousnd;
to any other rqzlna) Cormpany apphyving for sucd grant vpon such tenns as uch
Commitice miay fix nud determine, and "CLmdmg to tlie prou:.mn:. of the Railway
“Act and of such other general acts relating to rathways as are from Ume (o thng
passed by Partunont; bus notliurg herein shalt be Belid 1o imply that such reacing

pywers might not be so granted without the speeinl provision herein con.m-ml

13. The said radlway, when constructed, tozether with that partion of
Canpmy rathvay from Dunmiore to Leihbridze, and all lines of ratlway,
bm:lchcw connncetions and extensions i British Columbia south of tha main line
of the Cor mpany in British Columbia shall be subject to the provisions of the
- Railway Act, and of such other general Acts relating to Railways as are {roem
titne 1o time passed by Parliament;

k4. I{ the Company or any other Co*mpnny with whom 1t shail have any
arrangement on the subjeet <hnl] by constructing the said milway or am part
of it, as st 1p11|algd for 1n this aﬁrcc.ncn: beconwm cntitled te and shall el any
Iand as a subsidy from the Cmcmment of British Columbia, then such lands,
excepting therefrom those which in the opinion of the Director ol the Geolomizd
Survey of Canada -(expressed in writing) are coal-bearing lands, shall be C’mk,o sed
of by the Company or by such other Company to the p.\bhc according to requ-
lations and at prices rot exceeding those preseribed from tirme to time b} the
Governor in Council, having 1c~:\rd lo “n—: then ‘existing pro\'wcml rcgu...'Oﬂ
zpplicable thereto; the exoression Clands” including, all mineral andd fiber therenn
-which shall be di:» posed of as 'lIOIC:RhJ, criner wiin or without ihe land, as ths
Governor in Council may direct;

150 IE the Co—npam or any other Corrmnv with whom it shall have znay
zrrangement on the subject shall, by constructing the said railway or any part
of it as stinpulated for in this ?"rCc_'r‘ent become € mdcd to and shall et any lands
23 a subsidy from the Government of British Columbia which in the opinion ot
the Director of the Geological Survey of Cuanada (expressed in writing) are
coal-bicaring lands, then the Company wiil cause te be conveyed to the Crown,
in the interest of Camada. a poriion thercef to the cxicnt of Lty thovsand peresy
the samic to be of equal value per acre as coal lands with the residus of such lands,
The satd fifty thousand acres to be selected by the Covernment in such Inir acd
eguitable manner as may be deteimined by the Governor in Ceouncil, and to bz
thercaiter held or dlspﬂﬁcd of or O[hcr\\iac deale with by the Government as it
-may think {it on such conditions, if any, as may be prescrited by the Governaor
in Council, for the purpase of sccuring a sufficient and suitable suppiv of ceal
to tue public at rcasomabic prices, not oxXceedingy two doilars per toa of fwo
thousand pounds free on board cars -1t the mines;

16. The Cempany shall not let or sub-let the said worlis or any po‘tmn
thereof to any forcigner, or ony corpvnno’x con:posed wholly or im part of
forcigners, or employ or sufier to be emploved on the =ald worlis any peison who
i1s mot a2t the date hercof a Dritish subject or a bena iide resident ef Canada, o7
who is not certified (o by an ageat of the Tmmigranon Departinest of Cannda as
having come to Canada as an immigrant, atending o bona fide sciile 2a the
D:n!nlr}, unless either the MMinister of Railwavs is satisfied that there i3 not

- available suiticiont Canadinn Iabour to enabie the Cmm iy to comipleie the work 3

within the thee limied thereiar a5 afuresaid, or theee be rome other reasen which
shall be deemad by the Covernor in Coimnai suificieat in ihe public interest, Ia
which case or casez, and in so far as the said Mppsior wav deern it ueceszaey

:
period or prrieds. and as-to any particular namber of persoas, hwnay from tane
to time consenr ia wiiloeg 10 the cx.wplu_\...tnt of such” persons ns arz lwrooy
othernwise probibiicd, — provided that nothrer heccdn shall be beld 10 prevent
the imporiation of any mmnuiactured matenals reqpe-od by the Compeny for the
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construction of the milway upon payment of the cstablished Customs duties; and
further that tpen any wilin! or negligent breach of this covenaat Leing established
to the satisfaction of the Governor i Council, the Cempany shall be labld to
forfcit and pay out of 1the subsidy carncd and otherwise payable 1o tham such
sum s quidated damages as the Governor in Couucil may detarmine upon for

each day anv prohibited person may be o cwployed. .
3) A P ¥ ¥ ;

17. And the Covenmuent covenants to pay to-the Company the said subsidy
by instalments as aforesaid. : .

[

Tx \Wirxees Wirrrvor the Honourable Andvew G2 Blair, the said Abiistler
of Railwavs and Canais hath caused to be hereto set his and and the scal of the
Departimeat of Railways and Canals and the signature of the Sceretary of the
said Department and the Company hias caused to be hereto sct its Corporate Seal
and the hand of its President and its Ading Sceretary.

Signed, Scaled and Delivered by tTlC}

Company in the prescuce of:

Sicned, Sealed and Delivered by thel (8z2d.) H. G, Jely de Lotbinlere
AMinister 2nd Secrciary of Rathways b Acting Minister 'of Raihways and Canals. .
and Canals in the presence of: ’ I (Szd:) L. R. Jones
{(Szd.) Walier S. Deull - " Secrelary.
Trr Canapian Pacrrre Raway Coaraxy
(8zd.} W. C. Van IHome
. President.

(Sgd) A. R G Heward
: _Acting Scerctary.

Source: C.P. Rail. "Railway Grain Rates. A Source Book".

Montreal. April, 1975.

[P
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Appendix B

.o : 1 age 29 e
L CP Toriff No. W, 425-A '
l o PO THUNDER BAY

SPECIFIC RULES

l ( Rule No. 130

APPLICABLE IN CONNECTION WITH TERMINAL AND COMMODITY

RATES SHOWN IN SECTIONS 1 AND 2

l List of Commoditiss on which Rates Apply, also Minimuyxa Carload Weights:

- RS

B

Commoditiag

Minims

(See Notes 2, 3 and 4, herein)

less than 100,000

Cars iith Capacity | Cars v.ith Capacity

Ibs. | 100,000 Ibs. and over

Graln Rates Apply on—
Barley (STCC 01 131 10) oo [ 80,000 lbs.

100,000 '1bs.
100,000 Ibs,
®112,000 lbs,
80,50 lbs,
®112,000 Ibs.
75,000 1bs.
®115,000 lhs.
®115,000 lbs.

Buckwheat (STCC 01 139 10) .. e e 80,000 lbs.
®Corn (not popeorn) (STCC 01 132 lo) ____________________ 80,000 lbs.

Oats (STCC 01133 10)._____._.__.._.__ R . 60,000 lbs.

Rye (STCCO1 135 10) -« - ouoemom o 80,000 lbs.
@Seed Grain insacks (STCC 01 159 90) ... . ... 60,000 Ibs.

Speltz (STCCO0113915) . oo oo OO 80,000 lbs.

Wheat (STCCOL 137 10) - cooeo o S 80,000 1bs.
Grain Products Rates Apply on—

Barley, Crushed (STCC 20418 46) oo cooe oo ’

Barley, Pear] . e 50,600 lbs.

Barley, Pob. . il _

Bariey Sprouts (STCC 20 832 20) -« oo 40,000 lbs.

Bran (STCC 20419 91) . oo e )
Breakfast Foods or Cereals (uncooked). (See Note 1.). ... ...
In bags barrels or eases. .o e
®Brewers’ Dried Grain (STCC 20419 38) -
Cleanings, Barley

@Corn, Cracked

: @Distillers’ Dried Grain.. . _____________ 7"

®Feed, Animal and/or Poultry (not medicated or condimental),
contammg not more than thirty-five per cent (35%,) of ingre-

Products Rates, and/or Flaxseed Products as specified in
this Rule, in bags or barrels or in bulk
Feed, Chopped
lelour made from grain or malt only, in bags or barrels
Grain, Teed, in sacks_ . ...l
Grits (STCC 20419 93) ..o o e
Groats (STCC 20419 26) - - oo
Hulls, Oat (STCC 20 418 30)
Mealt (made from Grain only) (STCC 20 831 10).
Meal, Barley
®Meal, Corn (STCC 20 413 15)
Meal, Oat (STCC 20 416 15)
Meal, Rye (STCC 20414 15) oo
Meal, Wheat. (STCC 20 419 60)- .o oo ccamee oot J

___________________ L 50,000 Ibs.

50,000 Ibs.
40,000 Jbs.

50,000 Tbs,

Tor explanation of reference marks used herein, see end of Rule.

(Continued on next page)

For explanation of abbreviations sce concluding page of tariff.

l dients other than commodities taking Grain or Grain

. ————
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Page 30 *

SPECIFIC RULES

Rule No. 130:
(Continued)

APPLICABLE ONLY IN CONNECTION WITH TERMINAL AND COMMODITY
RATES SHOWN IN SECTIONS 1 AND 2 ;

List of Commodities on which Rates apply, also Minimum Carload Weights:

Lo Minima.
. (See Notes 2, 3 and 4, herein)
Commodities

Cars with Capacity | Cars with Capacity
less than 100,000 1bs. | 100,000 lbs. and over

- ®0il Calze, VWeed Seed

Grein Products Rates Apply on—(Concl'd) . :
Middlings (STCC 20412 90) - _ _ .
Oats, Crushed (STCC 20 419 66)
Oats, Rolled (STCC2043290). ..

®Pulp, Beet, dried, sweetened or not sweetened (STCC 20619 30)
Screenings (applicable only on Screenings from commodities

specified herein under the heading Grain rates apply on—)
Shorts (STCC 20 412 90? . ‘
Sweepings (applicable only ¢a Sweepings from commodities
specified hercin under tiie heading Grainrates apply on—)
Wheat Germ (STCC2041972)_ ..
Wheat, Rolled (STCC 20 419 74)

50,000 lbs. 50,000 lbs,

Y izxreed’’ Rates Apnly on— . ‘ *
Flaxseed (STCC 01142 10) . e 80,000 1bs. 112,000 lbs.
Rapeseed (STCC 01 149 50) - e 80,000 1bs. ®103,000 Ibs,

“Flaxszed Products’” Rates Apnply on:

Flaxseed Screenings (STCC 20 939 52) - oo
®Hulls, Sunflower Seed, Ground. . .

Meal, Linseed (STCC 20 939 14) . o

Meal, Oil Cake, Linseed (STCC 20939 14)________ SR

Meal, Oil Cake, Rapeseed (STCC 20939 14)_ . __.___-_____
®Meal, Oil Cake, Sunflower Seed (STCC 20939 14)..___.._.. . '
®Meal, Ol Cake, Weed Seed. oo \ 50,000 1bs. 50,000 ]bs.
®Meal, Soybean (STCC 20421 54) ..« . ) .

Oil Cake, Linseed (STCC 20939 14) . o . ___..

Oil Cake, Rapeseed (STCC 20939 14) .. .o o ._.
®Vil Cake, Sunflower Seed (STCC 20939 14)_ ... .. ...

Rapeseed Screenings

For explanation of reference marks used herein, see end of Rule.

-

(Concluded on next page)

For explanation of abbreviations see concluding page of tariff.
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CP Tariff No. W. 425-A

' SPECIFIC RULES

—

o 8 =] ——————

Rule No. 130: : -
(Concluded)

APPLICABLE ONLY IN CONNECTION WITH TERMINAL ARD COMMODITY
RATES SHOWN IN SECTIONS 1 AND 2 : ;

]

Note 1(a) Breakfast F("iods, or Cereals, uncooked, i.e., which require cooking before being served ns
foods must be described on bills of Jading es “Uncooked Cereals,” otherwise Classification ratings will apply.
o (b) Breakfast Foods or Cereals, uncooked, containing ingredients other than Grain or Grain
Products must be so described on bills of lading. Ratesin Sections 1 and 2 will not apply. For applicable rates
see Rule 150, Section 3.

Note 2——All shipments under this tariff will be correctly weighed 2nd charged for at actual weight when
in excess of the specified minimum. WHEN THE ACTUAL WEIGHT IS LESS THAN THE SPECIFIED
- --.. MINIMUM, THE MINIMUM WILL BE CHARGED. (Exception—Sees Note 3 below.)

Note 3—The carload minima specified will apply, except when cars are loaded to their full visible capacity
and will not contain the minima specified, the actual weight is to apply, but not less than:

™ =
i

Bran and Qat Bulls_ . _____________. 45,000 Ibs. Grain Scrcenings and Grain Sweepings. .. _40,000 Ibs.
Brewers' Dried Grain. ... ___.___ 40,000 Ibs, Pulp, Beet, dried, sweetened or not
Distillers’ Dried Grain. ... __.._ 40,000 1bs. sweebened _ ... oo ... 40,000 Ibs.

Note 4—Shipments in bulk, in airslide self-unloading cars or in covered hopper ears, will be subject to
carjoad minimum specified in this rule, but not less than 70,000 1bs. Shipments in such equipment will not be
entitled to mileage allowance.

Explanation of Refersnce Mearks Used in this Rule

®0n Corn and products thereof the transit arrangement authorized in Rule 120 will apply only on corn
grown in Canada and the produets thereof.

®@Transit wrrangeme:ts suthorized in Rule 120 will not apply.

®The minimum carload weights specified will apply, except when stencilled Joad limit of car used is the
same as or less than the carload minimum weight, in which event the minimum will be the actual weight but
not less than 100,000 lbs. ' :

®Transit arrangement authorized in Rule 120, will apply only on'.Seed Grain in sacks reshipped from the
cleaning or storage in transit point. :

For explanation of abbreviations and reference marks not explained above, sce concluding page of tariff.
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Appendix C

- 101 -
CROW RATE SCHEDULE™
Miles to Fort William Rate
Up to 296.5 miles . 133¢ per 100 1bs.
"' 419.1 " lag¢ " " !
vt 47407 0" « 15¢ " "
woom 552, v | 16¢ moo
" " 577.0 " 17¢ " oo
" e83.1 M 18¢ . ™ " "
moom 742,50 19¢ . " " "
*oovo817,1 " 20¢ " " "
" " 851.8 -" 21¢ " 0" "
vw.ov 927.8 " 22¢ " " "
" " 1lo012.0 " 23¢ " " "
"oo"1li9.1 " : 24¢ " " "
" " 1191.0 " - 25¢ . " S
" " 1251.8 " 26¢ " " "
"oo"o1275.4 0" 27¢ " " "
" " 1284 " : 28¢ " " "
"™ 1300 v 28¢ " " "
"oomo1325 " 29¢ " " "
" " 1350 " 29¢ " oo
"o 1375 " 30¢ ™ " "
" " 1400 " 31¢ " " "
"o 1425 " 31¢ " " "
"o" 1450 " 32¢ " " "
"M 1475 " 32¢ " " "
" "™ 1500 " ' 33¢ " " "
"™ 1525 " 33¢ " P
" " 1550 " 34¢ " " 3
" v 1575 n | 34¢ moow
" m 1600 v 35¢ " " "

For intermediate points, use rates given for next greater distance.

Source: C.P. Rail. Rates Division. Vancouver, B.C. "Bases for
Current Western Line Tariffs. SectionK. Memorandum for Tariff °
File No. W-81l9-A,Winnipeg, Manitoba effective January 16, 1950."
(Note: This basis was first applied effective September 12, 1927
and is the basis of both current eastbound and westbound C.P.R.
"Crow Rate" Tariffs: W-425A and W430A.




- 102 -

Appendix D

NORTH DAKOTA, U.S.A. RAIL GRAIN FREIGHT RATE EQUATIONS

A.

EASTBOUND: North bDakota Points to Duluth: Wheat
1. Summer full service rate_(l3)
Y = 17.20 4+ 0.12743343X; R2= .746; N= 193
Range of Applicability: 250 to- 750 miles
2. Winter full service rate (18)
Y = 14.4455+4 0.12254388 X; R2= .841; N= 193
Range of Appiicability: 250 to 750 miles
3. Summer restricted rate (15)
Y = 12.5939+ 0.10531908 X; R%= .896; N= 193

4. Winter

Range of Applicability: 250 to 750 miles

restricted rate (20)

WESTBOUND :

Y = 5.819440.10259435 X; R%= .899; N= 193

Range of Applicability: 250 to 750 miles

North Dakota Points to Portland, Oregon: Wheat

5. Domestic rate (35)

6. Summer

2

Y = 164.3934 4 0.05017298 X; R™= .269; N =193

Rahge of Applicability: 1100 to 1900 miles

export rate (39)

7. Winter

2

Y = 210.734 - 0.04554386 X; R'= 293; N = 193

Range of Applicability: 1100 to 1900 miles

export rate (43)

Y = 186.272 - 0.03139877 X; R%= .264 N = 193

Range of Applicability: 1100 to.1900 miles
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Appendix D continued:
Noxrth Dakota Rail Grain_Bates_(COntinued)

WESTBOUND: Nebraska Shipping Points to Portland: Wheat

8. Export'rate_(SB)

Where

And

Y =106.807 +0.00588961 X; RZ::678; N = 27

Range of Applicability: 1400 to 1650 miles

Y = freight rate ‘in cents per 100 lbs.

it

X distance in miles !

Numbers in brackets; e.g. (53), refer to the number of

the equatioh in the original source (see below).

Source:

Tosterud, Robert J. "North Dakota Wheat: Transporta-
tation Characteristics’ . Appendix C. Verified
Statement No. 3 before the Interstate Commerce
Commission Ex Parte 270 (Sub. No. 9) Investigation

of Railrocad Freight Rate Structure - Grain and Grain
Products. Fargo, North Dakota, U.S.A. Upper Great’
Plains Transporation Institute. February 2, 1976.
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COMMODITY
OWN_PRICE DEMAND ELASTICITIES

Commodity:
Wheat ' .46
Oats o .25
Barley .53
Mixed Grains .28
Ryae .40
Buckwheat : ' .40
Flaxseed : .50
Rapeseed - .50

Source: KXulshreshtha, S.N. and Reimer, E.W. "An Integrated
Econometric Model of the Canadian Livestock-Feed
Sector" Canadian Journal of Agricultural. Economics
23, #3, 1975, Table 2,

Rye and Buckwheat are the auvthors estimates.
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' " Appendix F

COMMODITY
OWN PRICE SUPPLY ELASTICITIES

Estimate
' " Short Run ~ ~ Long Run Other
Commodity Estimator Low . High Low High Low High
Wheat Hutchison .51
Schmitt .42 .75 .62 1.30 .49 .88
Missaien . .61 .82
' Meilke .35 .69
Meinken .70
Adopted .65
Barley Meilke .70 1.35
Adopted .70
Oats Missaien .51 .66
Meilke . .62 2.13 |
Adopted ‘ ‘ .60 ;
|
Mixed Grains Author .50
Rye Author .50
Buckwheat Author .50
Flaxseed Author .50
Rapeseed Paddock 2.60
Sources: Hutchison and Schmitt as quoted in Missaien.

Missaien, E. and Cotting, A.L. "Canada: Growth
Potential of the Grain and Livestock Sectors™.
U.S.D.A. E.R.S. Foreign Agricultural Economic

‘Report #77, Washington, D.C., 1972.

Meilke, K. "Acreage Response to Policy Variables
in the Prairie Provinces". American Journal of
Agricultural Economics 58, #3, August, 1976,

pp. 572-577. ' : : '

Meinken as quoted by Gislasen, Conrad in "Cost of
Canadian Wheat Board to Farmers", Journal of Farm
Economics 41, 1969. p. 593.

Paddock, Brian
Can. Journal of Ag. Economics 19, #1, 1971.

"Supply Analysis of Rapeseed Acreage".
pp. 110-117.
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CROW'S NEST PASS FREIGHT RATES
FOR PROCESSED FORMS OF
GRAINS AND OILSEEDS

As an alternative to the application of market
rates to CNP commodities, an equalization betwéén the freight
rates applicable to raw and processed forms of grains and oil-
seeds has been proposed. This concept and its application
are examined below. '
Concept

In general, the concept of this alternative is that
CNP rates are prejudicial to agricultural product processing
in the West and that one way to eliminate this prejudice would
be to afford both raw and processed forms of grains and oil-
seeds equal freight rates. In this paper, the interpretation
given this concept is thaf CNP rates should apply to the
following grain and oilseed products: flour, malt, mixed feed,

linseed o0il, linseed meal, rapeseed oil and rapeseed meal.

Application

An examination of the CNP tariffsl shows that flour,
malt, some mixed_.livestock feeds, linseed (flaxseed) meal and
rapeseed meal already take Cfow Rates. Further, there is very
little crushing of flaxseed in Western Canada. The amount

is probably insignificant from a transportation point of view.

See for example CP Tariff, No. W-425-A: Rule 130.



Thus the "CNP rates for processed forms" alternative would
really only involve the addition of some mixed feeds and
rapeseed oil to the list of goods carried at CHNP rates.

Mixed Feeds

Generally mixed feeds are.preééred close to the
point of final use. While this may be due in part to
present freight rate policies, it is also because of the
flexibility it gives feed manufacturers.  Because of the
variéty of mixtures of raw products required for different
Qlasses and types of livestock feed (€.g. for dairy, poultry
and feedexr cattle) manufacturing and'shipping of large amounts
(carlot loads in the case of railway freight) is atypical.
Further, final'delivery is almost always by truck as railways
do not access individual farms and feedlots directly. It
therefofe seems likely that, only part, if any of the mixed
feeds, would move at CNP rates were these to He offered.
What is much more likely is that existing feed manufacturers
and feed users would argue for CNP rates on the raw grains
for domestic use. This argument, in the author's opinion,

is likely to prevail., Therefore estimation has proceeded

on this basis.
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In Table 12, feed use of grains was estimated at
13.5 million tons for the Prairie Region. Assuming that
20 percent of this amount is consumed directly on farﬁs
(having livestock) and allowing that 10 percent already move
at Crow Rates (under existing mixed feedlclassification), it
might be appropriate to consider the movement of the other
70 percent or 9.5 million tons by rail a£ CNP rates.

Under an assumption, that an average‘carlot load
0f feed grains would move abouf 300 miles and that the CNP
rates would be different from market rates by the amount
calculated using Equation 3 for £his aistance, then the
total cost of this alternative for feed grains is estimated
to be 67 million dollars.

Rapeseed 0Qil

In 1976 Western Canadian rapeseed crushiné'plant
capacity was 3,600 tons or seed per dayl of 720,000 tons
per year. Plants are located at Nipawin and Saskatoon and
Lloyminister in Saskatchewan, Altona in ﬂanitoba and in

Lethbridge and Sexsmith in Alberta.

Canada. Department of Regional Economic Expansion.
"Vegetable 0il Processing in Western Canada, 1975".
Saskatoon Regional Analysis Branch, January 1976, p.12.



The cost of applying CNP rates to rapesced oil

can be eétimated by multiplying the annual volume of oil

produced at each plant by the difference between Crow and

market rates for movements Lhetween these plants and Thunder

Bay (or Vancouver). This calculation has been madel and

the results are presented in Table A-1.

Table A-1 shows that the total cost of this

proposal is about $3.75 million. The costs are greatest

at Lethbfidge (on account of the high volume) and least at

Saskatoon.

Cenclusion
Lbrnclusion

This proposal amcunts only to the addition of some

mixed feeds and rapeseed oil to the list of Crow Rate com-—

modities. Flour, malt, some mixed feeds, linseed meal and

rapeséed meals already travel at Crow Rates. The addition

of these two commodity groups is estimated to add $70.75 million

to (the unrecovered) costs of railway operations. $67 million
of the increase is associated with the addition of mixed feeds,

$3.75 million with rapeseed oil.
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Table A-1l: Western Canadian Rapeseed Crushing Plants, Capacity, 0il Production, Freight Rates
And Cost Savings from Crow as Compared to Market Rates for Rapeseed Oil.

Crushing Plant Annual Capacitiesl Freight Rates2 Savings in
Location Seed 0i1l ' . Transportation
’ Ccrush Production Crow Market Difference Costs
(000th) (000 1b.) (¢/100 1lbs.) ($ 000)
Altona 90 68 15 69 54 365
Lethbridge 200 150 22 86 64 960 :
Lloydminister 130 98 23 95 72 706 T
Nipawin 120 90 22 95 73 657
Saskatoon 60 45 22 94 72 324
Sexsmith 120 90 28 110 82 738
TOTAL: 3,750
Derived from "Western 0Oil Processing ..." report. op. cit.
2 To Thunder Bay or Vancouver whichever is closer. Market rates on the basis of Equation 2.







