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ORDER IN COUNCIL P.C. 2910 

CERTIFIED to be a true copy of a Minute of a Meeting of the Committee of the· 
Privy Council, approved by His Excellency the Governor General on the; 
20th day of November, 1931. 

The Committee of the Privy Council have had before them a joint report, 
dated 19th November, 1931, from the Right Honourable Sir George H. Perley, 
the Acting Prime Minister, and the Minister of Railways and Canals, 
submitting: 

That the Select Standing Committee on Railways and Shipping of the House 
of Commons of Canada at the recent session of Parliament in its final report, 
dated July 16, 1931, to the House of Commons, set out amongst other things, 
as follows:-

"Your Committee desire to call the attention of the House to the 
proposal made by Sir. Henry Thornton at one of the sessions of the 
Committee. He referred to the serious position of the transportation 
business generally and recommended that a commission be appointed 
for the purpose of considering the whole question of Canadian trans­
portation. Your Committee regard such a recommendation coming from 
such a source at this time as worthy of the serious consideration of the 
Government." 

Having regard to the vital importance of transportation to the trade and 
commerce of Canada, the serious and continuing deficits of the Canadian 
National Railways System, and the diminished revenues of the Canadian Pacific 
Railway· System, conditions which have been brought about in part by dupli­
cation of tracks, facilities and services of every kind and in part by competition 
by other modes of transportation, particularly motor vehicles operating on 
highways, the Ministers concur with the proposal that the whole subject be. 
stuclied by Commissioners with the powers hereinafter set forth. 

The Ministers, therefore, recommend as follows:-
1. That the Right Honourable Lord Ashfield, of the City of London, Eng., 

The Right Honourable Lyman Poore DutI, P.C., of the City of Ottawa, in 
the Province of Ontario, 

Sir Joseph W. Flavelle, Bart., of the City of Toronto, in the Province of 
Ontario, 

Beaudry Leman, C.E., of the City of Montreal, in the Province of Quebec, 
Leonor Fresnel Loree, C.E., of the City of New York, in the United States 

of America, 
Walter Charles Murray, LL.D., of the City of Saskatoon, in the Province 

of Saskatchewan; and 
John Clarence Webster, M.D., of Shediac, in the Province of New 

Brunswick, . 
be appointed Commissioners under Part lof the Inquiries Act, and that 
the said The Right Honourable Lyman Poore Duff, P.C., be Chairman. 

2. That the Commissioners inquire into the whole problem of transportation 
in Canada, particularly in relation to railways, shipping and communication 
facilities therein, having regard to present conditions and the probable 
future developments of the country, and report their conclusions and make 
such recommendations as they think proper. 

5 



6 

3. That the Commissioners shall have all the powers vested in, or which can be 
conferred on, commissioners under the Inquiries Act, and that all or any 
of the powers which can be conferred under Part III of the Inquiries Act 
may be exercised by any three of the Commissioners. 

4. That the Commissioners or any three oC them shall have power to call before 
them such persons as they shall judge likely to afford any information on 
the subject, to call for information in writing and also to call for, have 
access to and examine all such books, documents and records as may afford 
the fullest information .on the subject, and to inquire of and concerning 
the promises by all other lawful ways and means whatsoever. 

5. That the Departments of the Government Service of Canada and the Board 
of Railway Commissioners for Canada shall afford the Commissioners and 
all persons acting under their authority or by their direction, such assistance 
and co-operation in the matters of the inquiry as the Commissioners may 
think desirable. 

6. That the Commissioners shall report their findings and conclusions with the 
least possible delay. 

7. That a Commission shall issue to the Commissioners in accordance with the 
terms hereof. 
The Committee concur in the foregoing recommendatioDl and submit the 

same for approval. 
(Sgd.) E. J. LEMAIRE, 

Clerk oj th,PrivJ/ Council. 
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THE ROYAL COMMISSION 
CANADA 

GEORGE THE FIFTH, by the Grace of God of Great Britain, Ireland and the British 
Dominions beyond the Seas KING, Defender of the Faith, Emperor of India. 
To all to whom these Presents shall come, or whom the same may in anywise 

concern. 
GREETING: 

WHEREAS pursuant to the provisions of Part I of the ~nquiries Act, Revis~d 
Statutes of Canada, 1927, Chapter 99, His Excellency the Governor General In 
Council by Order P.C. 2910 on the twentieth day of November, in the year of 
Our Lord one thousand nine hundred and thirty-one, copy of which is hereto 
annexed, has authorized the appointment of Our Commissioners therein and 
hereinafter named to inquire into the whole problem of transportation in Canada, 
particularly in relation to railways, shipping and communication facilities there­
in, having regard to present conditions and the probable future development of 
the country; and has conferred certain rights, powers and privileges upon Our 
said Commissioners as will by reference to the said Order more fully appear. 

Now know ye that by and with the advice of Our Privy Council for Canada, 
We do by these Presents nominate, constitute and appoint The Right Honour­
able Lord Ashfield, of the City of Londoh, England; The Right Honourable 
Lyman Poore Duff, P.C., of the City of Ottawa, in the Province of Ontario; 
Sir Joseph W. Flavelle, Bart., of the City of Toronto, in the Province of Ontario; 
Beaudry Leman, of the City of Montreal, in. the Province of Quebec, Civil 
Engineer; Leonor Fresnel Loree, of the City of New York, in the United States 
of America, Civil Engineer; Walter Charles Murray, of the City of Saskatoon, 
in the Province of Saskatchewan, Doctor of.Laws; and John Clarence Webster, 
of Shediac, in the Province of New Brunswick, Medical Doctor, to be our Com­
~issioners to conduct such inquiry. 

To HAVE, hold, exercise and enjoy the said office, place and trust unto the 
said Lord Ashfield, Lyman Poore DutI, Joseph W. Flavelle, Beaudry Leman, 
Leonor Fresnel Loree, Walter Charles Murray and John Clarence Webster 
together with the rights, powers, privileges and emoluments unto the said office, 
place and trust, of right and by law appertaining, during pleasure. 

AND we do further appoint the said The Right Honourable Lyman. Poore 
Duff, P.C., to be Chairman of Our said Commissioners. 

AND for greater certainty but not so as to restrict the generality of the fore­
going, Our said Commissioners are hereby authorized to engage the services of 
such accountants, engineers, technical advisers or other experts, clerks, reporters 
and assistants as they may deem necessary or advisable, and the services of 
Counsel to aid and assist them in such inquiry. 

AND we do hereby require and direct Our said Commissioners to report to 
Our Governor General in Council their findings and conclusions with the least 
possible delay. 

IN TESTIMONY whereof We have caused these Our Letters to be made Patent 
and the Great Seal of Canada to be hereunto .affixed. 

WITNESS: Our Right Trusty and Right Well beloved Cousin and Counsellor, 
Vere Brabazon, Earl of Bessborough, a Member of Our Most Distinguished Order 
of Saint Michael and Saint George, formerly Captain in Our Territorial Army, 
Governor General and Commander-in-Chief of Our Dominion of Canada. 

At Our Government House in Our City of Ottawa, this twentieth day of 
November in the year of Our Lord one thousand nine hundred and 
thirty-une and in the twenty-second year of Our Reign. 

By command, 
THOMAS MULVEY, 

Under-Secretary of State. 



Report of the Royal Commission to inquire into 
Railways and Transportation in Canada 

INTRODUCTION 

To His EzceUency the Governor General in Council. 

MAY IT PLEAsE YOUR ExCELLE.~cy: 
1. We the commissioners appointed to inquire into the problem of trans­

portation in Canada, have the honour to report that, in pursuance of the 
comprehensive terms of reference contained in the Order in Council, P.C. 
2910, of November 20, 1931, we have conducted an inquiry into the pertinent 
aspects of the transportation situation. The more detailed and 6e:uching 
phase of our investigation has, by reason of the seriousnesa of railway affairs, 
concerned itself with the position of the two principal railway companies, whose 
problems, difficult enough under normal conditions, have been aggravated in 
recent years by the continued depression in world trade. A factor of growing 
importance also has been the rapid development of mechanized road transport, 
which has already deprived the railways of much ehort distance passenger 
and freight traffic. Within the limits of recognized constitutional authority in 
such matters we have given consideration to certain features of that develop­
ment. 

2. In the course of our investigations 'We have held eighteen sittings, 
occupying fifty days altogether, and have travelled over most of the main line 
mileage of the two chief railway systems. Throughout our journeys we were 
accompanied by the responsible officials of both railways, thus enjoying the 
advantage of almost constant discussion with them of matters relating to the 
inquiry, and of transportation problems more particularly affecting the terri­
tories traversed. Our itinerary included the principal centres of the various 
provinces, with the exception of Prince Edward Island, the only province of 
Canada in which railway competition may be said to be non-existent In the 
case of Prince Edward Island the provincial Government kindly indicated 
their willingness to transmit in writing any representations on the general 
question of transportation they might desire to make. With this exception 
we have had the benefit of direct conference with the government of each 
province, which has included, in most instances, a full statement by the pro­
vincial Prime Minister of any considerations of a special or local character 
affecting the subject of our inquiry. The expositions we have received in this 
way of provincial policy regarding highway construction and motor traffic have 
been comprehensive and valuable. 

At all of the provincial capitals visited, and also at Vancouver, Calgary, 
Montreal and Saint John, we have conducted, in addition, public hearings, duly 
advertised, at which representations from public bodies, labour and transport 
organizations and private individuals were invited and received. A list of 
witnesses appearing, and of persons or organizations who have filed submis­
sions, is included as an appendix to our report. 
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APPENDIX I 

THE DEVEWPMENT OF TRANSPORTATION IN CANADA 

TRANSPORTATION IN RELATION TO PHYSICAL FEATURES AND POPULATIO:oi 

Transportation in Canad~whether by water, road, rail or air-is, and 
always has been, dominated by the physical geography of the country. The 
position of mountains, lakes and rivers; the distribution of mineral wealth; the 
location of good agricultural land; and the varying nature of the climate have 
dictated both the placing of settlements, and the lines of communication. With 
an 'area of 3,684,723 square miles Canada is a very large country; thirty times 
as large, for· example, as the British Isles. While a large portion of this area 
has at present no need for established transportation services, the main lines of 
communication are required .in the most heavily populated districts, which stretch 
in a broken and comparatively narrow fringe along the four thousand miles of 
the southern boundary. 

Of necessity, then, the principal tran.sportation routes are of relatively great 
length. In addi,tion, they pass at intervals through country which by its char­
acter creates natural obstructions. In relation to roads such obstructions take 
the form.of mountainous areas or water barriers; and, in relation to water routes, 
falls and rapids or complete breaks in the chain. The most significant obstacles, 
however, are those in the path of the transcontinental railways. The maritime 
provinces of the Atlantic Seaboard are separated from direct access to the central 
industrial areas of Quebec and Ontario both by. the northern part of the State 
of Maine and by the sparsely settled upland forest that runs towards the St. 
Lawrence. 

Near where the vast waterway formed by the St. Lawrence and the Great 
Lakes makes its contact with the edge of the western plain, two thousand miles 
inland from the Atlantic, occurs the second major obstruotion to communication 
overland. Reaching north from lake Superior to Hudson's bay, a etretch of 
country broken by rock and lakes, nearly eight hundred miles in width, divides 
Eastern Canada from the prairie. That this sparsely inhabited region forma 
part of the great pre-Cambrian shield, which is now beginning to provide an 
important source of mineral wealth, makes it none the less a continuing hindrance 
to the economical operation of transportation overland. 

These largely undeveloped ·and sparsely settled lands north of lake Superior 
form, in fact, not .only the central, but the chief obstruction to the east and 
west channel of communication upon which depends the political no less than 
the economic vitality of Canadian Confederation. For while the third great 
,barrier, the mountain range, or rllther the four ranges, five hundred mile. in 
width, of the Cordillera System which separate the western plain from the Pacific 
ocean, present, as an obstacle of nature, by far the most imposing appearance, 
they do not present, from an economic point of view, a. serious an Obstruction 
as does the vast area, wooded and mineralized, that cut. Canada in two. This 
region, largely barren from the transportaticn standpoint, constitutes an unpro­
ductive traffic bridge of exceptional length and ruggedness. 

While the physical conditions in Canada thus create serious problems for 
the constructi~n and operation of railways, the waterways offer a ready method 
of transportatIon. Disposed by nature for east and west communication, the 
rivers and lakes are, and always have been employed for this purpose; but 
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RAILWAYS AND TRANSPORTATION IN CANADA 71 

their use is limited by a comparatively severe climate. Navigation, even in 
the most southerly districts, can be maintained for less thab two-thirds of the 
year. As a further limitation there have already been mentioned the presence 
of rapids and falls, and the lack of natural communication between one water-
way and another. .. 

Thus the fundamental problem of transportation in Canada may be traced 
to two principal and related factors: the population is relatively small, and is 
spread over a long stretch of territory; and to connect the settled areas, railways 
must overcome great obstacles reared by nature. 

EARLY METHODS OF TRANSPORTATION 

The water routes which led the French explorers, settlers and fur-traders 
into Canada, remained .throughout the French regime the chiei means of com­
munication for men and goods. The birch-bark canoe, the river boat and the 
lake sail-boat were all suitable to a land of rivers and lakes, on the shores of 
which began the limitless forests. Roads, however, were also necessary to 
connect the settlements, and these were early begun. In 1734, the fist con­
tinuous road between Quebec and Montreal was opened, and the mails followed 
this route. 

The loyalists of the American revolution, the first British immigrants to 
enter Canada in any large numbers, followed, too, the St. Lawrence route. 
Passing beyond the French settlements on the river, they gradually opened 
districts on or near the shores of lake Ontario. For half a century the building 
of roads was continuous, but the results were far from satisfactory. The rough 
" corduroy" road was, whenever possible, superseded by planked or macadam 
roads, but these, being expensive, remained rare. In all settled parts of Canada 
through roads were opened, though the surfaces were bad and the grades heavy. 
Many of the roads were little more than forest trails. The Kempt Road, con­
necting the Saint John, New Brunswick, with Quebec, traversed 455 miles, but 
as late as 1840 it was often impassible over long stretches. In 1817 a stage 
service was begun between Montreal and Toronto, but the. discomfort was 
considerable, and the cost was high-from Toronto to Kingston alone the fare 
was $18. This high cost of transportation affected freight as well as passenger 
traffic, with the resuLt that, though roads were built fo1" military purposes and 
to connect inland districts in all the provinces, road travel long remained slow, 
uncomfortable and expensive. But, with all ·their weaknesses, the roads were 
constructed as a necessary means of communication between localities, between 
provinces, and with the ocean ports and the United States. By 1830 there 
were some 6,000 miles of post road. Up to 1841 the provinces of Upper and 
Lower Canada alone had spent two million dollars in aid· of road construction, 
and had also guaranteed interest on the obligations of some of the many turn­
pike trusts. 

In all parts of Canada in which it was feasible, transportation by water 
was used as an alternative to that by road. On the St. Lawrence and on the 
waterways used by the Hudson's Bay Company, bateaux, Durham boats and 
York boats were an ordinary method of travel. On the Great Lakes sailing 
boats of various types continued to increase from the days of French rule. In 
the maritime provinces, coastal schooners were, of course, common. 

INLAND LAKE AND RIvER STEAMERS 

Though sail-boats continued to flourish for mimy years the invention of 
the steamboat greatly added to the comfort of travelling. In the year 1809, 
the steamer Accommodation, with some assistance from horse towage at difficult 



72 REPORT OF ROYAL COMMISSION 

points, made its first halting trip from Quebec to Montreal. In 1816 the first 
steamboat in the lDaritime provinces made ita appearance on the St. John 
river. By 1837 the lower St. Lawrence boasted in the Canada, the largest and 
fastest steamer in North America; and lake Ontario enjoyed a service of steamers 
that, for speed and comfort, compared favourably with anything on the 
continent. Indeed, the twenty years that had succeeded Fulton', first demon­
stration on the Hudson had witnessed a development in inland steam navigation 
that not only brought to a country with such extensive waterways as Canada', 
an entirely new outlook in transportation, but actually an approximation to 
perfection in the instrument itself. Judged even by present-day standard. 
these early lake and river steamers had already achieved epeed, safety, and 8 
high degree of comfort. 

DEVELOPMENT OF THE WATERWAYS: CANALS AND PORTAGE RAILWAYS 

The wide use of the steamer, together with the increase of population and 
of industry, brought with it a demand for the construction of canals to permit 
the uninterrupted utilization of the inland waterways. Hitherto canalization 
had been confined to the provision of an occasional shallow work to facilitate 
the passage of the Upper St. Lawrence bateaux at points of special difficulty. 
The advent of the steamer now revealed the possibilities of enlarged operations; 
but the first important undertaking deliberately avoided the direct, main 
channel. Military considerations arising out of the War of 1812, inspired the 
selection of the more secluded, triangular, and restricted route of the Ottawa 
river and the Rideau lakes as a line of communication between Upper and 
Lower Canada, and the work, carried through at the expense of the Imperial 
Government, and completed in 1832, for a time diverted much of the through 
traffic from the St. Lawrence. The completion of the post-road from Montreal 
to Kingston, utilized in conjunction with the navigable reaches of the river as 
a composite route partly by land and partly by water, restored much of this 
traffic to the St. Lawrence even before the difficult work of canalization was 
completed; and when, in 1841, the union of the provinces made possible a com­
plete canal system nine feet in depth on the direct route of the Upper St. Law­
rence, the issue was placed beyond doubt. Henceforth the tortuous, emaIl-ecale 
route of the Rideau system continued steadily to decline in importance, wbile 
the St. Lawrence continued to expand. 

Meanwhile, as settlement spread further west beyond lake Ontario acrosa 
the Niagara peninsula to the Huron Tract, a demand had arisen for a canal 
that would provide a passage from lake Ontario to lake Erie around Niagara 
falls. This most formidable obstacle to the continuity of inland navigation, 
which had involved the transhipment of all supplies for the western settle­
ments across a portage twenty-seven miles in length, had been surmounted in 
1829 by the completion of the first Weiland canal, which gave a depth of 
eight feet. Wood was used for the locks and sides. So that, prior to the advent 
of railway operation in Canada upon a commercial scale, the development of 
inland navigation had proceeded to a point where it provided an uninterrupted 
channel of communication from the tide-waters of the lower St. Lawrence 
to the most remote settlements on lake Huron. 

As an alternative method of overcoming the obstacles of the great falls 
and rapids on the St. Lawrence System, portage railways were for some years 
employed to transport goods around the break in navigable water. The first 
experiment of this kind-actually the first steam railway in British North 
America-was the Champlain and St. Lawrence, opened in 1837, which ran 
from La Prairie on the St. Lawrence to St. John on the Richelieu river, thus 
facilitating the movement of passengers and freight from Montreal to New 



RAILWAYS AND TRANSPORTATION IN CANADA 73 

York. In accordance with its purpose the railway was only opcrated during 
the navigation season. Further lines of the same nature wtre later built, such 
as the Montreal and Lachine (1847), which ran the eight miles around the 
Lachine rapids, and the Erie and, Ontario (1854) which ran from Chippewa 
to Niagara-on-the-Lake. 

THE FIRST RAILWAY ERA: THE 'FIFTIES 

In 1850 the steam railway mileage of Canada amounted to only 66 miles 
of primitive and fragmentary line. For all its economy and natural advantage, 
a systcm of transport that depended primarily upon inland waterways pre­
sented serious shortcomings in a country exposed to a winter climate of suffi­
cient severity to interrupt navigation for nearly half the year. As a substi­
tute, particularly in the spring and fall, the rough unsurfaced highways of 
those days were totally inadequate to the growing colony; and it is said that, 
with the forming of the ice on the river, the prices of produce .in Montreal 
used to double. During the 'forties the· early "experiments" in Canada, 
together with the more ambitious performance in England and the United 
States, showed that steam railways were more than a mechanical novelty; and 
the new method of transportation offered nowhere greater possibilities of use­
fulness than in Canada with its long distances and scattered population. 
Together with the realization of the importance of railways came the willing­
ness of the various governments to assist financially a means of transporta­
tion that was increasingly seen to be essential to the development of the coun­
try. The ten years from 1850 to 1860 saw a remarkable outburst of con­
struction, and an even greater activity in promotion, chartering and stock-
j~hln~ . 

The support which the governments brought was more than financial; for 
the statesmen as well as the financier~ and builders began to take an active 
part in the furtherance of railway projects. Government guarantees, in various 
forms, became the order of the day; and thus railways were almost from the 
first, like roads and canals, matters of national concern. In Nova Scotia and 
New Brunswick ambitious plans were drawn, but in spite of the energy of 
Joseph Howe sufficient financial assistance could not be obtained. Neither of 
the two rival plans-a line from Halifax to Quebec, and a line from Halifax 
to Portland-was actually constructed for more than a few miles. In the 
Province of Canada the results were more tangible. Francis Hincks was the 
chief driving-force in the government, while the willingness of the great Eng­
lish contracting firm of Peto, Brassey and Company to undertake construction 
and find part of the capital was a further factor making for success. Lines, 
variously financed, were struck out in several strategic directions: the Northern 
Railway joined Toronto and Collingwood (on Georgian Bay) by 1854 and so 
facilitated travel to the upper lakes and far west. After many delays the Great 
Western was pushed. through, so that in 1860 it operated lines from Toronto 
and the Niagara river to Sarnia and Windsor, and from Windsor through 
American territory to lake Michigan. 

ORIGIN OF THE GRAND TRUNK 

But the most important railway project of these years-both in its orig­
inal plan and further development-was that of the Grand Trunk Railway. 
Various proposals for route, management and financing were made, but finally 
one was adopted and appeared in the glowing prospectus of the new company, 
issued in London early in 1853. This promotion called for the construction 
or operation of 1,212 miles of road, extending from Sarnia, through Toronto 
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and Montreal to Trois Pistoles in Canada East (province of Quebec) and to 
Portland, Maine, bt lease of the Atlantic and St. Lawrence Railway. The pro­
ject was backed by government guarantee. 

One-half the shares and debentures were. offered at once and heavily over­
subscribed. Construction of new line was begun, and arrangement made for 
the acquisition or rental of certain existing lines. By 1860 the first program 
was more than carried out, giving the Grand Trunk a direct line from Sarnia 
through the length of southern Ontario to Montreal. There it divided: one 
line going southward to Portland, Maine, and the other along the St. Lawrence 
to Riviere du Loup. . 

END OF THE FIRST PERIOD OP CONSTRUCTION 

By 1860 the force behind early railway construction in Canada was exhausted 
and a pause ensued. In the decade 1850-1860 there had been added almost 
exactly 2,000 miles of road in operation to the humble total of 66 existing in 1850. 

Constructed, in the case of the Grand Trunk particularly, to a standard 
intended to be high, with costly adjuncts such as the Victoria bridge at Mont­
real, and traversing to a great extent a settled community, the early railways 
of central Canada were not so much "development roads" as colonial counter­
parts of the first trunk lines of Great Britain and Europe. Long sections of 
their routes paralleled existing highways-then no disadvantage-but their main 
lines, to follow the belt of population, had to hold to the general course of the 
great waterway, then their principal competitor, which the Government con­
tinued periodically to deepen and improve. Nearly all of them suffered, too, 
from the defect of absentee direction; for, even in the case of the Grand Trunk, 
the initial arrangement for Canadian representation on the board of directors 
gave way, in time, to control from London. Confronted with these difficulties 
the wonder is, not that they failed to prosper, but that they succeeded generally 
in avoiding the receivership soon to become so prevalent in the United States. 
All things considered, the Grand Trunk especially constituted a noteworthy 
achievement; involved in a ceaseless contest with the railways of the then 
American West whose through traffic it sought to tap (though still dependent 
upon them for its connection with Chicago), handicapped at the outset by differ­
ences of gauge, and duplicating in part the line of ita principal local rival, the 
Great Western, the Grand Trunk yet succeeded in supplying Central Canada 
before Confederation with an extensive and on the whole effective railway 
service. 

CoNFEDERATION AND TRANSPORTATION 

For services of transportation, the provinces of Nova Scotia, New Bruns­
wick and Canada (Quebec and Ontario), which were federated into the 
Dominion of Canada in 1867, brought roads, waterways and canals. The roads, 
which remained under the control of the provinces, had developed both in 
quantity and quality, but in neither were they adequate for through transport, 
for, though stage coaches plied over certain main highways, no motive powet 
for quick road transportation had yet been discovered. The waterways had 
been to a large extent made available for through communication by means of 
canals, the total expenditure on canals before 1867' being $20,692,244. The 
mileage of the railways and the principal routes have already been mentioned. 
The total capital expended on Canadian railways in the period ending in 1867 
was $147,817,217. Of this expenditure $11,054,000 was in Nova Scotia and New 
Brunswick and $136,763,217 in the Canadas. In these latter provinces the 
investments by municipalities in railway enterprises amounted to 15.867,000. 
As the direct contributions of the two Canadas amounted to $20,264,800 the 
sum of $116,498,417 will be seen to have been provided from other than govern­
ment sources. 
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The British North America Act of 1867 joined the older provinces in a 
political union; it remained, however, to make that union a-reality both politic­
ally and economically. One of the principal means towards this national end 
was the development of transportation to a state in which all the provinces had 
easy communications with each other. As has been mentioned above, trans­
poration in Canada. was never wholly disassociated from government enter­
prise; but political union made possible for the first time a national policy 
towards transportation, which is best expressed in the original meaning of the 
phrase 1/ political economy." 

JURISDICTION AND AoMINISTR\TION 

It was provided by the Brit.ish North America Act that all transportation 
agencies, the operations of which extended beyond the confines of any province, 
should be subject to the jurisdiction of the Parliament of Canada, while those 
operating within anyone province should remain subject to provincial jurisdic­
tion. 1 Railways are chartered either by the Parliament of Canada or a pro­
vincial legislature. In the early years of the Dominion responsibility for the 
construction and operation of government railways and the general oversight 
of private railway enterprises lay with the Department of Public Works; but 
at the time of the completion of the Intercolonial Railway, and the considera­
tion of a Pacific Railway, it became necessary to set up a separate Department 
of Railways. Because of the relation of the problems of railways and water­
ways, the construction of canal!! was also placed under the new department. 
Improvements in channels below Montreal were placed under the jUrisdiction 
of the Department o'f Marine, and improvements in Canadian waters above 
Montreal under the Department of Public Works. 

CANALS, AFTER CONFEDERATION 

Though the most spectacular developments in transportation in the era after 
Confederation were in railway building, the improvement of the waterways 
system was pursued with similar object. Confederation, operating in a political 
sense, produced the strongest incentive to the development of the one natural 
channel of communication possessed by the new Dominion. 

Agricultural expansion in the middle west, operating commercially and in 
a manner similar to its effect upon the strategic location of the Grand Trunk, 
prompted an expansion of the waterway that would attract to the Canadian 
route the export grain traffic of the mid-western States, and thus neutralize the 
diversion, not only of American, but of much Canadian traffic through the Erie 
canal to New York. 

Under the influence of these factors a further enlargement of the connect­
ing canals in the Great Lakes-St. Lawrence System was undertaken, the deepen­
ing of the WeIland canal to twelve feet being commenced in 1871 and a further 
deepening to fourteen feet being decided upon in 1875. Work on the St. Law­
rence canals lagged somewhat behind, but before the close of the century the 
whole connecting canal system had been enlarged to a minimum depth of four­
teen feet, at a cost to the Dominion Government of approximately $100,000,000. 

As a bid for the American grain trade the work of enlargement, however, 
proved largely ineffective. The draught of the upper lake freighters increased 
faster than the depth of the WeIland canal; and these larger vessels, which 
the WeIland canal could not accommodate, enjoyed an ascendancy in the matter 
of rates. Moreover, all grain vessels discharging at American ports enjoyed 
an additional advantage in the availability of return cargoes of coal. So the 
bulk of the grain trade, instead of following the Canadian route to Montreal, 

1 Imperial Statute, 30 and 31 Victoria, Cap. III, Section 92. 
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either descended the Erie canal under the inducement of reduced tolls or moved 
by American rails t& the port of New York, the attraction of whose diversified 
shipping, then as now, exercised a potent influence upon the flow of export grain. 

No substantial change in this situation, either from the point of view of 
the flow of the grain trade or the capacity of the canals connecting the Great 
Lakes, occurred until after the turn of the century, when the expansion of the 
Canadian West was to result not only in an increased outflow of export grain 
through Canadian channels but was to involve the further enlargement of facili­
ties for inland shipping. 

Inland waterways in Canada have never failed to offer an effective com­
petition to railways in the carriage of heavy freight. The presence of great 
rivers and lakes, forming almost an uninterrupted passage from the Atlantic 
to the western prairies, accounts for the continuance of water tran~portation. 
'Vhereas in some other countries-England, for example--the value of canal. 
almost disappeared with the development of railways, in Canada there have been 
needed only short canals to make navigable those sections of the waterways that 
were obstructed in one way or another. 

INTERCOLONIAL RAILWAY 

The promise of railway construction formed an integral part not only of 
the arrangement of 1867 but also of the terms on which Prince Edward Island 
and British Columbia later entered the Dominion. 

In relation to Prince Edward Island no more need be said than that the 
adoption by the Dominion Government of the railway debt and the guarantee 
of a year-round ferry service were two of the reasons that brought the island 
into the federation in 1873. 

The failure of the early attempts to eecure a line from Halifax to Quebec 
has already been mentioned. One of the arguments which successfully carried 
the confederation project in the maritime provinces WII~· that a railway joining 
them to Central Canada could and would be built. The promise was written 
into the Act of 1867,1 and the long cherished hope soon became a reality. 

For this formidable undertaking, there was selected, largely at the instance 
of the Imperial Government, which had agreed to guarantee a loan, the long· 
circuitous route of the Royal Engineers' Survey of 1847. This route, its sup­
posed military advantage emphasized by certain incidents of the American Civil 
War, represented the most distant practicable arc from the American border. 
In other respects, however, the so-called military survey suffered by comparison 
with the more direct routes-one approximating that of the National Trans­
continental of nearly fifty years later, another projected to descend ·the fertile 
valley of the St. John. Thus excessive length and costly construction were added 
to the economic difficulties of bridging the unproductive gap between Central 
Canada and the Maritimes, and any real prospect of profitable operation was 
excluded from t.he start. 

Completed in 1876, from Truro where it connected with Halifax, to Riviere 
du Loup where the Grand Trunk gave it acces'! to Quebec and Montreal, the 
Intercolonial added some 700 miles of railway, and its cost brought the amount 
to which public credit was involved in railway construction at that time, to 
considerably over $100,000,000. Subsequent extensions, and operation by the 
Government upon a generally unprofitable basis have since added greatly to 
the investment represented by the Intercolonial. The line constituted in its 
inception, however, and remains to-day an essential national undertaking. 
Besides forming the original link in what has since become the extended and 
multiple chain of railway communication that connectR from east to Weflt the 

1 Section 145. 
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geographically disjointe~ b~lt of Canadian C~nfederation, the Intercolonial con­
tinues to serve as the prInCIpal purely CanadIan outlet, avatlable throughout the 
vear to the Atlantic seaboard. So if to-day the Intercolonial, forming with the 
'Nati~nal Transcontinental Railway the eastern lines of the Canadian National 
System seems to present many of the aspects of commercial failure, it should be 
remembered that its economic defects are to a great extent inseparable from 
an origin that had its roots, and remains rooted, in the broader considerations 
of public policy. 

INITIAL PROJECTS FOR WESTERN DEVELOPMENT 

The Intercolonial formed the eastern arm of the railway link between the 
sections of Canada. In 1869, two years after the original Act of Confederation, 
the vast western territory that had formed the preserve of the Hudson's Bay 
Company was acquired. This addition had long been a dream of certain far­
sighted Canadians, as had been its corollary, rail connection with Central 
Canada. The Red River rebellion whirh broke out on the initiation of govern­
ment land surveys in the new territory drew attention to the difficulties of 
transportation. Unless use was made of American railways, the new west could 
only be reached by rail to Georgian bay, and thence by alternate boat and 
waggon transport. 

The immediate pressure towards a Pacific railway came, however, from the 
terms' on which British Columbia joined the Dominion, for one of these called 
for the commencement within two years, and the completion within ten, of a 
railway from the Pacific to join the existing railway system of Canada. 1 The 
Canadian Government decided that the road should be built by private enter­
prise, and towards that end made arrangements with a private syndicate, largely 
Canadian in its direction. Before these arrangements could be put into effect, 
however, the ministry 'resigned, partly because of its relations with the syndicate, 
which tb,en voluntarily gave up its charter. 

The succeeding administration of Alexander Mackenzie, hampered by the 
economic depression which began in 1873, made slow progress. Having failed 
to interest other capitalists to undertake the work, the government undertook 
the construction as a public enterprise of the Pacific railway, building first only 
those sections which could be integrated with the waterways to form a line of 
communication. 2 The plan implied modification of the agreement with British 
Columbia and protests were made. Finally Lord Carnarvon acted as arbitrator, 
and on November 17, 1874, he gave a decision, which was in part that the railway 
should be completed from the Pacific coast to the western end of Lake Superior 
by the end of 1890. ' 

THE INITIATION OF THE CANADIAN PACIFIC 

In 1878 Sir John Macdonald once more came back into power and the 
Pacific railway became one of the primary interests of the new governn:ent. For 
t!"o years con.s?'Uction by the Government was continued, attempts to interest 
eIther the BrItIsh Government or the Grand Trunk having failed. In 1880, 
however, the Government was successful in signing a contract with a syndicate 
(later k~own ~s the Canadian Pacific Railway Company) for the construction 
of a PaClfi.c raIlway. B~ the ter.ms of the contract, which was signed on October 
21 an~ laId before ParlIament In December, the syndicate was given free the 
710 mIles of track constructed or under construction by the Government and 
representing a cost of $37,791,435; a cash subsidy of $25,000,000; a land subsidy 

1 See the Imperial Order in Council of May 16 1871 
237 Vic., Cap. 14. ' ' • 
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of 25,000,000 selected acres;1 exemption from import duties on materials for 
construction from &xes on land for twenty years after the patents were issued 
and on stock and other property for ever; exemption from regulation of rates 
unti110 per cent per annum was earned on the capital; and a monopoly clause 
by which the Canadian Pacific was practically freed from competition between 
its line and the American border.2 

Although encountering financial difficulties of a serious nature, \\'hich 
necessitated further assistance from the Government in the shape of loans 
amounting to $35,000,000 the railway was completed (to the accompaniment 
of a further rising of Indians and half-breeds) in, roughly, half the stipulated 
time; and, in 1886, it began to operate as a complete link between Eastern 
Canada, the prairies and the Pacific coast. 

DEVELOPMENT OF THE CANADIAN PACIFIC IN THE EAST 

To secure a through haul and the full benefit of its enterprise, the Canadian 
Pacific had now to expand in the East, or remain, in the words of its first 
president, a body without arms, dependent upon the charity of its principal 
eastern antagonist. The Grand Trunk had, in fact, now assumed, after ita 
absorption of the Great Western in 1883 (following ineffectual efforts in pooling 
and co-operation) the dominating position in eastern transport; and it now 
opposed with every means at its disposal the development in the east of the 
new railway. A second burst of railway construction in Ontario in the 
" seventies" had created a considerable independent mileage, for the acquisition 
of which the Canadian Pacific and the Grand Trunk proceeded to compete; 
and by 1890, little remained that had not been absorbed by one or other of 
the two principal antagonists. Thus, by purchase, as well as by new con­
struction, the Canadian Pacific expanded its eastern interests to include a 
continuous system through southern Ontario and Quebec, a link with the mari­
times through Maine, a winter port at St. John, N.B., and control of the 
Dominion Atlantic Railway of Nova Scotia. The construction of hotels, and 
operations in inland, coastal, and ocean shipping, both on the Atlantic and the 
Pacific followed. 

While providing facilities in eastern Canada, on the whole less extensive 
than those of the Grand Trunk, the Canadian Pacific enjoyed the advantages 
of a long haul, low initial cost, and an energetic management, which soon put 
it in a position of financial strength to which the older company, with its 
handicaps of heavy capitalization, absentee direction and restricted territory 
was never able to attain. 

PROJEC'I'S OF FuRTHER CoXSTBUCTION IN THE WEST 

While additional mileage continued to be added in the industrial districts 
of Central Canada, the next important stage in the development of Canadian 
railways-and indeed of Canadian transportation as a whol~ame with the 
decision to construct further transcontinental lines. . 

There were several reasons which suggested such additional lines. Some 
dissatisfaction existed in the west over the lack of railway competition, the 
strong desire for which was shown when the Manitoba Government, following 
the virtual abrogation in 1888 of the monopoly clause in the Canadian Pacific's 
charter in consideration of a Dominion guarantee of interest on a bond issue of 

10f this 6,793.014 acres were later returned in exchange for • cash aubeidy of '10,189,521. 
Later grants totalling 1,710.400 acres were made, and auhsidiaries which later formed pan of 
the C.P.R. received grants totalling 6,139,963 acres. The original grant. .... given in altemate 
sections of 640 acres, 24 miles deep OD each Ride of the railway from Winnipeg to Juper 
House. Sections unfit for settlement. aDd deficiencies were made up between 49th and 57th 
9&rallels or along branch lines. 

II 44 Vic., Cap. 1. 
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$15,000,000 by that railway, hastened to arrange for an extension into Mani­
toba of the Northern Pacific. A further reason was the gr~h of immigration 
and business that came at the close of the century with the end of a long period 
of depression. The number of immigrants, which fell to 16,835 in 1896, gradually 
rose again, reaching 128,364 in 1903 and continuing to climb. This increase 
was, of course, in part a result as well as a cause of railway construction. 
Industry in general, however, got a new impetus"; agricultural production, for 
example, increased by 36·8 per cent and manufactured products by 142·3 per 
cent in the first decade of the twentieth century. Coming as it did after a 
number of lean years, the improved situation led to general optimism. 

There existed two railways which were anxious to take advantage of the 
business arising out of the growth of the west. The proposal came from the 
Grand Trunk that that company should reach out to the" prairies by leasing 
lines from Chicago (its western terminus) to Winnipeg, and build thence a line 
to the Pacific. The proposal, however, was not acceptable to the Govern"ment 
as not providing a Canadian route and in fact the final move came on the part 
of a young rival, the Canadian Northern (to use the name adopted somewhat 
later). This line had its origin in the enterprise of a remarkable partnership 
in railway construction and operation-the firm of Mackenzie and Mann, who 
pieced together a series of lines in Manitoba, beginning in 1895 with a short line 
chartered as the Lake Manitoba Railway and Canal Company, and including 
a lease of the Manitoba extension of the Northern Pacific. Aided by the 
various governments the Canadian Northern was completed from Winnipeg 
to Port Arthur by 1902. In spite of the freedom with whi.ch governmental 
assistance was given, the original portions of the road were constructed, equipped, 
and operated with great economy. 

MONOPOLY AND FREIGHT RATES 

The objections raised against railway monopoly in the West had, as has 
been seen, been partly met by the abrogation of the Canadian Pacific's monopoly 
of territory and the beginnings of competitive lines. Another provision of the 
Canadiari Pacific charter that aroused increasing apprehension was the one 
under which Parliament had agreed to abstain from regulating freight rates and 
tolls on the western main line in such a way as to reduce the net earnings of the 
company to an amount less than would be sufficient to permit the payment of an 
annual dividend of ten per cent upon its ordinary shares. In point of fact, 
at the time of the granting of the Canadian Pacific charter, there existed in 
Canada no adequate machinery for the regulation of rates. Not until 1888, did 
Parliament, following the example of Congress in relation to the Interstate Com­
merce Commission, see fit to grant certain restricted powers of rate regulation 
to the then existing Railway Committee of the Privy Council. From this 
supervision the terms of its charter exempted the Canadian Pacific; and it was 
not until 1897 that modification of the company's charter rights in respect of 
rates was secured by means of the famous Crow's Nest Pass Agreement.1 

Under this agreement the Canadian Pacific undertook, in return for a Govern­
ment subsidy of $3,360,000 on the construction of a line from Lethbridge to 
Nelson over the Crow's Nest pass, to make, as of January I, 1898, certain 
reductions in the rates on specified classes of freight and merchandise west­
bound from points east of the head of the Lakes to points west thereof on the 
main line; and, on eastbound shipments of grain and flour from points west of 
the head of the Lakes to points east thereof, to make a reduction of 3 cents 
per 100 pounds." Eventually these Crow's Nest pass rates, extended to all 
railways, were to form the basis of the western freight rate structure. Mean-

160-61 Victoria, Chap. 5" 
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while on the Crow's Nest pass line itself t.he Canadian Pacific agreed that rates 
should be approved by the Government or by a Railway Commission. . 

Not until 1903 did the Railway Commission contemplated in the Crow'. 
Nest Pass Agreement take shape in the form of a Board of Railway Commis­
sioners of Canada a statutory body entrusted (except in the case of Government 
lines which were originally excluded from its jurisdiction) with the deter­
mination of questions relating not only to rates, but also to train services and 
safety appliances. 1 In the meantime, however, the introduction of railway 
competition in the West had begun to alleviate the apprehension of the western 
~eople regarding freight rates and monopoly. 

THE TURNING POINT IN RAILWAY DEVELOPMENT 

As the period of eoonomic expansion continued into the early years of the 
t.wentieth century it became clear that the Canadian Northern would not be 
content with anything short of a complete line from the Pacific to Atlantic tide­
water; while the Grand Trunk also was again intent upon extension westward. 
The problem arose as to whether it would be feasible to secure co-operation 
between the Canadian Northern and Grand Trunk leading to one, instead of 
two, additional transcontinentals. The former acting as the western and the 
latter as the eastern link in the chain. Negotiations to thie end were conducted 
in 1902 and 1903, but it proved impossible to arrive at terms. 

The die was cast in 1903, with the conclusion of an agreement between the 
Grand Trunk and the Government, and the passing of an act for the incorpora­
tion of the Grand Trunk Pacific Railway, a company owned by the Grand 
Trunk. 2 Directed primarily to the provision of an all-rail route that would 
make Canadian shippers independent in aU circumstances and in all seasons 
of the railways of the United States and of its bonding privilege, the plan called 
not for an adaptation of existing resources, but for a completely new and costly 
transcontinental line constructed under the aegis of the Grand Trunk, the east­
ern section directly at the public expense, the western section at the expense of 
the Grand Trunk, assisted by Government gu·arantee. To add to its obliga­
tions, the Grand Trunk acquired, ·a year later, the Canada Atlantic Railway 
which provided it with a second connection between the Georgian Bay and the 
American seaboard. At the Ilame time, the Canadian Northern was to be 
assisted to the attainment of its more economical ambitions. The spout of the 
western hopper, to the smallness of which Sir William Van Horne had drawn 
attention, was now to be enlarged almost to the size of the hopper itself. 

The statutes and agreements embodying the new policy provided for a line 
from Winnipeg to the ,northerly Pacific port of Prince Rupert along the same 
general route as that followed by or projected for the Canadian Northern. A 
portion of the cost, which proved to be greatly in excess of the estimate, was 
guaranteed by the Dominion Government, the balance by the Grand Trunk. 
This line, the Grand Trunk Paci1i.c proper, which was commenced in 1905 

. (almost coincident.ally with the completion of the Canadian Northern bctween 
Port Arthur and Edmonton) was not designed to form a transcontinental link 
wit.h the old Grand Trunk in southern Ontario and Quebec, but with the so-called 
National Transcontinental, which the Government itself undertook to construct, 
under the joint supervision of the Grand Trunk and a Government Commission, 
from Winnipeg across unopened country to Quebec, where by a work of great 
cost and engineering magnitude, v.-hich tv.-ice collapsed during construction, the 
St. Lav.-rence was to be bridged and a short route provided to the maritimes. 

1 Revised Statutes or Canada, 1927, Chap. 170. Ita power. were inereaaed iu 111111 to iDClucl. 
the determination of route-map applicatioD8. 

2 Statutes of Canada, 1903, Chap. 71. 
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The easterD terminus would be Moncion, N.B. In addition a connection between 
the National Transcontinental and lake Superior was to b~construeted by the 
Grand Trunk, which agreed also to equip the whole Government section and, 
upon completion, to assume its operation under lease on terms of no rent for the 
first seven years and 3 per cent of the cost of oonstruction annually thereafter. 
In this case, as in the case of the Grand Trunk Pacific, the final cost of 
$168,000,000 greatly exceeded the estimates, while ftJlother twenty-two and a 
half millions was added by the Quebeo Bridge. ' 

THE SITUATION REVIEWED 

These ambitious plans were formed during the opening years of the twentieth 
century, when the extensi()n of western settlement appeared to be out-running 
the existing railway mileage. The Canadian Pacific line which had first pre­
cariously Epanned the continent, largely with the help of direct subsidies, had 
achieved through skilful management and national growth a comprehensive sys­
tem both east and west, and a position of financial strength and independence. 

In Central Canada, the Grand Trunk, its earlier financial vicissitudes appar­
ently dispelled by the vigorous management of Charles M. Hays, was acting 
with renewed force a,nd reputation; while, in the maritime region, the Govern­
ment line continued ,to serve its necessary and important purposes at a cost to 
the public which was not excessive. 

The decision, however, to add to these lines, and to the western lines of the 
Canadian Northern, such additions as would create in the total three complete 
transcontinental railways, changed the whole aspect of the railway situation in 
Canada. The policy of expansion was determined upon, and construction begun, 
in the atmosphere of the early years of the century, when almost unlimited 
growth was predicted for Canada. Here and there voices were raised in protest, 
but without avail. Even the l'esigna,tion of the'Minister of Railways and Canals 
was unheeded. It was not long, however, before less favourable conditiO'Ils made 
it IIppalfnt that railway construction had too far anticipated national growth. 

DISTRESS OF CERTAIN RAILWAYS 

Even before the new lines had reached completion, a period of extreme 
depression intervened, land s~culation collapsed, and in spite of the northerly 
extension of the wheat belt through the discovery of a seed-grain th'at could be 
brought to maturity in the shorter seasons of the mo're northerly latitudes, west­
ern agriculture and settlement experienced a severe restriction. As for the rail­
ways, increasing capital charges combined with inadequate revenue obliged both 
the Grand Trunk Pacific and the Canadian Northern to fall back repeatedly 
upon the public treasury, although, in the case of the original Grand Trunk lines, 
earnings were still sufficient to pay the usual dividends. The outbreak of war 
found both of the new transcontinental systems incomplete and in a state of 
serious financial embarrassment. The Canadian Northern, in spite of Govern­
ment guarantee to nea.rly half the amount, was unable to secure the $100,000,000 
which it estimated as necessary to complete its enterprise; and both systems, 
with restriction of traffic and heavy fixed charges threatened to collapse. 

While, in the result, the Can'adian Northern, with State aid, attained a 
sca.m~d transcontinental service, the anticipated transcontinental service by 
the Grand Trunk never became effective, the company refusing, on the ground 
ot excessive cost of construction, to take over the operation of the National 
Transcontinental upon its completion in 1915. In consequence, the Grand Trunk 
Pacific, inadeqU'ately furnished with branch lines, was left unoonnected with 
the' East; and the National Transcontinental built to an unnecessarily high 
standard was operat,ed by the Government in a desultory way, and at a heavy 

54787-6 
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loss, as a development road. In a little more than ten yea.rs, the whole railway 
situation had pasee<l from a position of manageable cost and moderate expansion 
to one of financial confusion and over-extension. 

EFFECT OF THE WAR UPON THE RAILWAYS 

The war proved to be a severe strain upon moat of the Canadian railways, 
while, of course, the other methods of transportation were not seriously affected. 
The rise in cost of labour and materials, virtual cessation of immigration, closing 
of international money markets, and technical problems of operation combined 
to create oft very difficult situation. 

With 8. well-equipped and co-ordinated service, and with ample resources 
to met any strain that had been thrown upon it by fresh construction in the 
northern prairies, the Canadian Pacific was able to sustain the increased 
IPhysical burden of wartime transportation. But on the other two chief railways, 
already severely crippled financially, the war imp4lsed even from the operating 
point of view, an insupportable strain. In the first place it threw upon their 
an complete transcontinental services a burden of traffic which, in their disc(lD­
nected, unco-ordinated condition, they were unable to handle with efficiency 
and despatch j and the resulting congestion created in its turn a necessity for 
immediate and heavy expenditure on connecting lines, terminals and equipment, 
for which neither of them was able in the midst of war to find the funds. In 
:these circumstances, the two incomplete systems, so much of whose recent con­
struction rested on Government guarantees, found themselvetl entirely 
dependent upon the Treasury, the Grand Trunk (whose cash advances to the 
.Grand Trunk Pacific by the beginning of 1916 exceeded 125,000,000 with guar­
.antees on bonds of nearly 1100,000,000) declaring that it was at the end of its 
,tether in the West, and that the only alternative to further assistance was a 
.receivership. To such an extent had the Treasury become involved in the plight 
IOf the Grand Trunk, on behalf of whose subsidiary 154,000,000 had already been 
.advanced from public funds apart from guarantees, and 80 close had become 
the connection !between the Government and the Canadi8ID Northern through 
acquisition of a portion of that company" stock in consideration of subsidies 
and guarantees, that the Cabinet, also apprehensive of a serious breoakdown of 
transport lin time of war and fearful of the effect upon public credit of allowing 
the railways to go. into bankruptcy, appointed a Royal Commission to investigate 
'and advise. 

DRAYTON-ACWORTH CoMMISSION 

The conclusions of this commission, which were net available until April, 
1917, took the form of a majority report commonly known as the Drayton­
Acworth report, and a minority report by the chairman, Mr. A. H. Smith, of the 
New York Central R,ailroad. Both reports foun.d a condition of over-extension, 
unnecessary duplication, deficient equipment and complete financial impotence 
in the case of both the Canadian Northern R&ilway and the Grand Trunk 
group. Both reports recognized the urgent necessity of reorganization and 
co-ordination if continued congestion was to be avoided ,and the drain on the 
public finanees in ·any degree oontrolled. Finally, both reports recognized the 
disastrous situation of the Grand Trunk in relatiQD to the Grand Trunk Pacific. 
In thair recommendation, however, the commissioners differed. Messrs. Drayton 
nnd Acworth, deprecating not only further advances to either railway, but also 
any further relief of the Grand Trunk from its western obligations, urged, though 
with great reluctance, the immediate assumption of control by the Government 
of both the Canadian Northern and the Grand Trunk group un.der a species of 
foreclosure, w·ith practic,al consideration for holders of equity securities. The 
only alternative in their opinion was a receivership, .a course which, in view of 
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the Government's close association with both of the new transcontinental enter­
priseB and the heavy wss that would result to the investing public,they dis­
missed. They proceeded to recommend the vesting of these properties, thus 
acquired, together with the Intercolonial and National Transcontinental, in .a 
self-perpetuating Board of Trustees consisting of five members appointed 
initially by Parliament to operate the united Government lines on a non-political 
basis for the benefit of the people of Cana.da. 

The dissenting report of Mr. A. H. Smth, on the other hand, expressed not 
only apprehension of a proposal that would have the effect of adding approxi­
mately $1,000,000,000 to the direct debt of Canada, but also doubt as to the 
adequacy of the machinery proposed by his colleagues to obviate what he 
considered the inherent defects of any scheme of public ownership and opera­
tion of railways. The solution proposed by him involved a further revision 
of the Government's agreement with the Grand Trunk that would free it from 
its western entanglements and permit a continued operation by it of its east­
ern lines, with which, he proposed, there should be consolidated the eastern 
lines of the Canadian Northern. A corresponding consolidation under the 
Canadian Northern of its western lines and those of the Grand Trunk Pacific 
was also recommended, with Government operation or control of the lines 
intervening between the east and the west. Mr. Smith's report, like that of 
'the majority, recommended an extension of the jurisdiction of the Board of 
Railway Commissioners that would bring within the powers of that body not 
only the regulation of rates for all railways, Government lines included, but 
also "the issuance of securities, the building of new railways or the extension 
of lines, and other matters properly within the scope of Government super-
vision."l . 

ACQUISITION OF CANADIAN NORTHERN 

The recommendations of the Drayton-Acworth report were adopted to the 
extent of the Government's assuming almost immediate control of. the Cana­
dian Northern Railway, the alternative being a continuance of Government 
assistance or an immediate receivership with consequent default and call in 
respect of the Government guaranteed securities and a heavy loss to the invest­
ing public in respect of unguaranteed securities. . The Act of acquisition pro­
vided for payment of a sum not to exceed $10,000,000 for the bulk of t.he out­
standing equity stock (apart from what already had been transferred to the 
Government) the value of which, upon reference to arbitration was set at 
$10,800,000.2 This transaction, completed on November 16, 1917, added 9,559 
miles of railway to the 4,393 miles of Government lines alreach' included in 
the Intercolonial Railway and the National Transcontinental. rhe operation 
of the Canadian Northern by its own board, reconstituted by t'.le Government 
was continued. Shortly after the Armistice, the operation of the Government 
lines, enlarged by accretions to the Intercolonial, was also entrusted to it; and 
the name" Canadian National Railways" as a descriptive term for the com­
bined operating system was authorized by Order in Council.s 

In 1919 an Act of Parliament incorporated the Canadian National Rail­
way Company, a corporation designed to absorb all railways owned or con­
trolled by the Government.4 The act provided for operation by a Board of 
Directors, from five to fifteen in number, nominated by and replaceable at the 
pleasure of the Government, and subject, in the matter of financial policy. in­
volving capital expenditure, to the control of the Minister of Railways and of 
Parliament. While the Act purported to assign to the Board of Directors un-

1 Drayton-Acworth Report, p. CII. 
2 i.8 George Y. Chap. 24. 
8 P.C. Order 3122 of Decp.mber 20, 1918. 
• 9-10 George V, Chap. 13; Revised Statlltes of Canada, 1927, Chap. 172. 
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restrieted responsibility in the field of railway operation and management, it 
omitted the prop~d safeguards against political interference recommended in 
the Drayton-Acworth Report. The Canadian National Railways, including the 
former Government lines, were, at the &ame time, brought within the Jurisdic­
tion of the Board of Railway Commissioners, whose powers were enlarged, 
however, only to the extent of supervision of the issue of free passel and the 
location of new lines, by means of approval of route-map applications. Deci­
sions of the commissioners remained subject to review by the Government., and 
control of the issue of railway charters waa retained by Parliament. 

ACQUISITION OF THE GRAND TRUNK GROt.'!" 

Meanwhile, the Government having taken the stand that it would make 
no further advances to the Grand Trunk Group without securing the owner­
ship of the entire system including the eastern lines, negotiations looking to 
a transfer had been commenced in 1917. These negotiations were still dragging 
on inconclusively when, early in 1919, the Grand Trunk Pacific, which had been 
ahowing heavy deficits on operations, was informed that the Government. 
would not permit the use of the remaining proceeds of its last loan for interest. 
charges falling due in March, whereupon, the Grand Trunk Board, having 
declined to make an advance for the same purpose, the president of both. 
companies notified the Cabinet that the Grand Trunk must. cease to operate 
the Grand Trunk Pacific as of March 10, 1919, at the latest. The Government 
responded with the appointment under the War Measures Act of the Minister 
of Railways as receiver for the western road. 

In the resumed negotiations, the Cabinet maintained its refusal to release 
the Grand Trunk from its western obligations, except as part of an arrangement 
for the transfer to the Government of the whole Grand Trunk group, including 
the original eastern system. Such an arrangement was concluded towards the 
end of the year and ratified by Parliament,1 the Government receiving 
the entire assets of the .group, and assuming all obligations including the pay­
ment of dividends on the Grand Trunk 4 per cent Guaranteed Stock, which the 
company insisted should be included with the debentures as a fixed charge to 
be assumed by the Governme~t. The compAny had, in fact, previously declined an 
offer by the Government to make available an annual sum rising to $3,600,0001 

for distribution by the company among the various classes of equity shareholders, 
provided the 4 per cent Guaranteed Stork was included among the equity 
issues and not among the fixed charges. The new arrangement comprised ill 
the category of equity issues only the first, second, and third preference sharel 
and the ordinary shares, upon which last issue no dividends had ever been 
paid. The determination of the value of these issues was now referred to an 
arbitration with an agreed limit to any valuation of approximately $64,000,000,1 
and with the proviso that, in reaching a valuation, the obligations of the 
company, to the Government, and as part guarantor of the Grand Trunk 
Pacific, were not to be regarded as extinguished. The agreement for acquisition 
having been ratified, a loint committee of management for the Grand Trunk, 
appointed partly by th.e Government and partly by the company, al!sumed 
control of operations on May 1st, 1920,4 and as of that date financial 
responsibility was assumed by the Government. On July 12 of the same year 
operation of the Grand Trunk Pacific was entrusted to the Canadian Northern 
Board. 6 

19·10 George V. Chap. 17, asaented to November 10, 1919. 
B This BUm was based olD the average total dividends of the previous teD ,-ears u &seer-

taiDed by the Drayton-Acworth Report. 
S Acquisition Agreement, March 8th, 1920, ratified by 10·11 George V, Chap. 13. 
• P.C. Order 1089 of May 15th, 1920. 
• P.C. Order 1595 of July 12, 1920. 
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The arbitration not having been completed by April 9, 1921, the date set 
by the Act, and the Government being dissatisfied with t1le results. of joint 
management, the arbitration was allowed to lapse. Upon the company's agree­
ing two months later, however, to the establishment of a Canadian Board of 
Directors with a head office in Canada, the arbitration was revived; and, on 
September 7, 1921, a majority award by Sir Walter Cassels and Sir Thomas 
White-the Hon. W. H. Taft dissenting-declared the Grand Trunk equity 
shares to be without value. An appeal to the. Privy Council against the award 
was dismissed. 

The acquisition of the Grand Trunk group (including the Grand Trunk 
Pacific) gave the Government another 7,621 miles of track, and thus a total 
of approximately 22,000 miles at the end of 1922. 

THE NEW MANAGEMENT OF THE CANADIAN NATIONAL 

In October, 1922, the Government completed arrangements to secure the 
services of Sir Henry Thornton, formerly of the Pennsylvania Railroad and 
latterly of the Great Eastern Railway of England, as President and Chairman 
of the Board of the Canadian National Railways. Unified operation of the 
combined National System, including the former Grand Trunk eastern lines, 
began as of January 1, 1923. The lines now combined .for operation by the 
Canadian National Railway Company comprised the lines formerly known as:-

The Canadian Northern Railway: 
The Grand Trunk. System 

(Including the Grand Trunk Western Railroad, operating into Chicago 
and the Central Vermont Railway.) 

The Grand Trunk Pacific Railway, 
and the lines comprising the Canadian Government Railways, namely:-

The Intercolonial Railway. 
The National Transcontinental Railway. 
The Lake Superior Branch (leased from the G.T.P. Ry). 
The Prince Edward Island Railway. 
The Hudson Bay Railway.1 

Under the new management the machinery of administration continued 
to be provided by the Canadian National Railways Act. 2 The temporary 
Canadian Board of the Grand Trunk passed out of existence, and the former 
Canadian Northern officials and others who had constituted the original Cana­
dian National Board were replaced by fifteen directors, selected on a basis of 
regional representation-a method which necessarily gave weight to other con­
siderations as well as those of business capacity or technical qualifications.s 

The inauguration of the new management was not made the occasion for 
any broad administrative changes or of any readjustment in capital structure. 
Behind the simple legal facade set up by the Canadian National Railways 
Act, there continued to exist the confusion of predecessor companies with their 
mUltiplicity of corporate entities, directorates, and securities-in all one 
hundred and thirty-nine separate companies with two hundred and fifty-one 
different issues, requiring the prepara.tion annually of forty-two income &CCounts 

1 P.C. Order 115 of January 20th, 1923. 
I The Canadian National fuLilway Act, and amendments 1919, 9-10 George V, Chap. 13, 

1024, 14-15 George V, Chap. 13. 
Revised Statutes of Canada, 1927, Chapter 172, 1928, 18-19 George V, Chap. 13, 1929, 

19-20 George V, Chap. 10, 1931, 21-22, George V, Chap. 6. 
I P.O. Order 2094 of October 4th, 1922. 
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and ninety balance sheets. 1 Only the Grand Trunk was actually absorbed in 
the Canadian National Railway Company,2 the former Government Lines 
retaining their legal identity, and the corporate existence of the Grand Trunk 
Pacific and the Canadian Northern with all their subsidiaries being preserved 
for technical reasons connected with certain issues of securities. Thus the 
administration of the Canadian N ationa! Railways, while unified from a prac­
tical and an operating point of view, remaining encumbered with a mass of legal 
and accounting ramifications. 

THE RAILWAY ACT OJ' CANADA 

The Railway Act of Canada applies to all railway companies and railways 
within the legislative authority of the Parliament of Canada. Until recent years 
its provisions did not completely apply to the original Canadian Government 
lines. Where Dominion railways connect with or cross provincial railways the 
Dominion Railway Act is paramount with respect to such worka as are neces­
sary to the connection or crossing. 

The Railway Act constitutes and defines also the general jurisdiction and 
powers of the Board of Railway Commissioners, which, since 1904, has been 
the regulatory authority with respect to Canadian railways. The Act deals 
with the financing of. railways; construction and location of new lines; regula­
tions for safety j and rates of freight and passenger traffic. 

DOMINION OUTLAY FOR RAILWAY DEVELOPMENT 

The participation of the Government of Canada, and the application of its 
resources to railway 'development, may, for convenient reference, and also 
because of its historical interest, be broken into four distinct periods of railway 
activity. 

The first period may be taken as extending from Confederation in 1867 
down to about the year 1903. To this period belong the Intercolonial and Prince 
Edward Island Railways and the Canadian Pacific Railway. 

The second period comprises the years extending from about 1903 to 
1917-1920. During this period the Canadian Northern and the Grand Trunk 
Pacific received very substantial backing of the government in the form of 
guarantee of securities. The National Transcontinental Railway was also con­
structed entirely at government cost. 

The third period begins about 1917-1920, with the collapse of the former 
privately-owned Canadian Northern, Grand Trunk Pacific and Grand Trunk 
Systems, due largely to financi'al difficulties incident to the Great War and to 
the general interference with established trends by reason of economic reaction 
to the great conflict. The third period ends with the creation of the present 
Canadian National system late in 1922, but which may, for historic convenience 
be established as of January 1, 1923. 

The fourth period may be taken as extending from January 1, 1923, to the 
present time, during which the properties now comprising the Canadian National 
Railway system have been operated under one management. 

From Confederation (1867) to December 31, 1931, the Dominion Govern­
ment has expended on all railways, or pledged its credit therefor, an aggregate 
sum of $2,652,539,388. By periods this sum was apportioned as follows:-

1 The Schedule of the Canadian National Railways Act. Revised Sta.tutee of Canada. 1927. 
Chap. 172. enumE'rate the "ariou8 lint'A comprised in the Canadian Northern SYaUDlJI alone; ...,. 
also--ProCMdings p. 45. ,,"01. 1. (Sir H. Thornton). 

2 p,e. Order 181 of January 30. 1923. 
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FIRST PERIOD (1867-1903) 

Roads now comprising Canadian National System ....•.....• 114,881,224 
Canadian Pacific Railway System ..... , • . . . . . . . . . . . . . . . . . . 91,705,033 
All other roads............................................ 3,094,578 

-----:$ 209,685,838 

SECOND PERIOD (1903-1917-20) 

Roads nOW comprising Canadian National System ........... 808,646,798 
H'ldoor, Bay Railway ..... ,............................... 18,352,188 
Canadian Pacific Railway ~ystem......................... 12,022,918 
All other roads..... ........................................ 8,809,855 

----:$ 844,831,756 

THIRD PERIOD (1917-2G-1923) 

Roada nOw comprising Canadian National System .......... '1,287,888,433 
Hudson Bay Railway,......... ............................ 2,373,306 
Canadian Pacifio Railway System......................... 21,078 
All other roads............................................ 479,574 

-----:$1,290, 762,391 

FOURTH PERIOD (1923-1931) 

Roada now comprising Canadian National Railways ......... 576,496,951 
Hudson Bay Railway......... ............................. 28,021,189 
Canadian Pacifio Railway.................................. 728,469 
All other roads............................................. 2,012,797 

607,259,406 
Grand total, cash and credit ......................... : ................... $2,65:.1,539,388 

The aggregate sum mentioned above was divided as follows:-
Cash outlay ............................................................. $1.366,082,181 
Liabilities for wbich the credit of the Dominion is 

fundamentally the security-
Canadian National Railway securities guaranteed ......• 970.562,290 
Canadian National securities not definitely guaranteed 

by Government.............. ...................... 305,894,917 
Liabilities of Northern Alberta Railways............... 10,000,000 

----- 1,286.457.207 

Grand total .................................................. $2,652,539,388 
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Of this grand total, the railways comprising the Canadian National lines 
received:-

Cash .................................................................... $1,201,461.199 
Credit ................................................................... 1.286,457,207 

Total ........................................................ $2,487,918,4061 

The cash expenditures by the Dominion Government as to railway cor­
porations and systems from 1867 to 1931, showing what had been contributed 
prior to government ownership and the amount subsequently required, is indi­
cated in the following statement:-

RAILWAYS NOW COMPRISING CANADIAN NATIONAL SYSTEM 

Canadian Go,'emment Railways G1'OU1': (Direct Payments)-
Intercolonial Railways and Additions ..................• 294,445,172 
National Transcontinental Railway .................. ,.. 169,318,185 

-----1$ 463.763,357 
Canadian Northern Railu,arr-

Prior to Government ownprship ....................... . 
Since Governmen~ ownership Sept. 30, 1917, to March 31. 

1923 ...•....••.......•.•.......•...............•.•. 

61.650,261 

292,554,561 
354,204.822 

(1) This sum reprpspnts the proportion of Domiuion Governmpnt outlay which went into 
linps now comprising the Canadian National railways and should not be confused with the total 
of $2,669.926,371 given in paragraph 85 of the Commission's report. That paragraph has refer­
ence to Canadian National system aCl·ounts. nnd includes interest accrued on government loans, 
less certain adiustments. In it the Canac\ian National Capital structure is under consideration; 
in the above historical presentation go\'ernment expenditure on railway construction and contri­
butions of cash and credit only are taken into account. 
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RAILWAYS NOW COMPRISING CANADIAN NATIONAL 8Y8TEY-COIIcl.ded 

Oro"d T",,,k Roilto ...... 
Prior to Government o ...... ership.... .................... 30,315,057 
Since Government o ...... ership May 1, 1920, to March 31, 

1923...... ......................................... 107,633,849 

Grand Tru"k Pacifu; Roil""' ...... 
Prior to Government ownership........................ 70,S54,134 
Since Government o ...... ership March 0, 1919, to March 

31, 1923....... .......................... ........... 42.367.362 

Canadian National Rail"",,, Campa" ...... 
122.221,498 

Subsidies. ete. to companies now within this group, but 
made prior to Government ownership.............. 4,112.314 

Cash advanced to this company since April 1, 1923. to 
December 31, 1931. for disbursement to all com-
panies comprising the Canadian National System.. 119,400.604 

123.821.9IS 

Total Canadian National Railways Group .................... 11.201,461,199 

Huthon Bail Roil"",,, and Terminals . ..................................... .. 

Canadian Pacific SII.lem-
C'anadian Pacific Railway Company ................... 1 79.807,120 
Subsidiarie9-8Ubsequent to acquisition by Canadian 

Pacific Railway................................... 10,488,793 
Subsidiari_prior to acquisition by Canadian Pacific 

Railway........................................... 14,383.882 

AU olhtl1' Roads ......................................................... . 

48,748,683 

104.477.493 
11.396.~ 

11.368.082,181 

The security issues constituting the funded debt of the constituent com­
panies of the Canadian National System (including liabilities of ten millions 
connected with Northern Alberta Railways) are distributed as follows:-

Canadian Norl.hma Rai/wa" SII.lem-
Guarantees prior to acquisition ......................... 1 71.6119.914 
Guarantees sinoe acqui.ition............................ 68.078.976 
Other securities outstanding...... . . . . . . . . . . . . . . . . . .. . . . 188.1173.318 

Orand T",M Roi/IDAII S".Iem-
-----II 296,717,206 

Guarantees prior to acquisition ...................................... . 
Guarantees since acquisition ...........................• 1 265,433.142 
Other securities oustanding............................ 81,830,778 

Orand T",M Pacific RaillDA ...... 
Guarantees p~r to ac9~i!,ition ......................... 1 43.632,848 
Guarantees smce acqUISItIOn ......................................... . 
Other securities outstanding............................ 41,189.826 

CanadiGft NIIIioul RaillDAl/ COtnpan, (Sinu Ju.l, 1811>-
Guarantees outstanding ................................ 1 823.932.410 
Other securities outstanding............................ 03,931,000 

317,283,017 

84,892,876 

887.883.410 

Total ........................................................ 11.286.487.207 

This sum represents the following division 8S between guaranteed and nOD­
guaranteed issues, for both of which, however, the Government as owner carries 
ultimate responsibility:-

~=~~~~i.:.:.:::::::::::::::::::::::::::::::::::::::::: :1 ~:5:m 
Total ........................................................ 11.286.487 .207 
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LAND GRANTS AND PROVINCIAL AND MUNI.pIPAL AID 

In addition to cash and guarantees of securities, immense grants of land 
were made to railway promoters by Dominion and provincial governments, as 
follows:-

Dominion ............................................................•... 
Nova Scotia ............................................................ . 
New Brunswick ......................................................... . 
Quebeo ................................................................. . 
Ontario ................................................................. . 
British Columbia ....................................................... . 

Total ....................................................... . 

Acres 
31,781,847 

160,000 
1,788,392 
2,085,710 
3,241,207 
8,233,410 

47,290,566 

. As between the Dominion and the provinces, and also as between the several 
railways, this acreage was thus apportioned:-

Government Canadian All 
-- Total owned and Pacific other 

controlled Roads 

Dominion ...............................•... 31.781,847 8,727,002 24,933,133 1,101,712 
Provincial. .................................. 15,508,719 1,806,215 10,611.846 3,090,638 

Total acreage .................... 47,290,366 7.533,217 35,564,979 4,192.370 

A word of explanation is necessary as to Dominion land grants to the 
Canadian Pacific. Under the original contract of that company 25,000,000 acres 
of Dominion lands were granted. Subsequently, 6,793,014 acres were returned 
for a cash consideration of $10,189,521. Afterwards further grants were made 
of 1,710,400, principally to the Souris branch. Subsidiaries now forming part 
of the Canadian Pacific received Dominion land aggregating 6,139,963 acres, 
but at the time such lands were acquired by the Canadian Pacific these sub­
sidiaries owned only 2,235,145 of these original grants. The total of the grants 
which may, therefore, be said to have been received by the Canadian Pacific 
is 22,152,531 acres. 

Dominion and provincial land grants do not, however, complete the story 
of public aid of investment in Canadian railways. The provinces and also many 
municipalities assisted the promotion of railway enterprises by cash subsidies 
and SUbscriptions to shares. These reached a quite substantial total:-

CASH SJUBSIDIES 

Provinoial.................................................. 33,160.6\8 
Munioipal.. . .. . .. .. . .... . .. .. . .. . .. . .. . .. . .. .. .. . . . .. . .. .. . 12.988,128 

-----II 46.148,743 

SUBSCRIPTIONS TO SHARES 

Provinoial ..... ,.,., .................. , ... , ............. " .... , 300,000 
Municipal ...... " .. , ............... , ..................... ,..... 2,428.800 

2, '128.800 

Total ...... , ... , .. ,", ..... , .• " .. , ..•... , .... , ... , ... , ... , .. , .. 1 48,874.243 

The provinces a.lso \lndertook in certain instances the guarautee of securities. 
In so far as these relate to railways now forming part of the National system, 
these gu&rantees have beeD met by the Dominion as the issues matured. At 
December 31, 1931, there remained., however, $72,184,488 of these guarantees 
which OIl a strict legal accounting would still rank as liabilities of provincial 
governments. 
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Omitting the ,guarantees last referred to (they already form part of the 
funded debt due the public as previously dealt with) it will be Been that the 
total investment in cash or credit of the Dominion, provincial and municipal 
governments of Canada amounts to $2,701,413,631. Setting a value of one 
dollar an acre on lands granted, this figure becomes $2,748,704,197. As there are 
42,075 miles of first main track steam railroads in Canada to-day, it will be 
seen that the federal, provincial and municipal contribution to the provision and 
operation of Canadian railway facilities since Confederation haa amounted, 
roughly, to $65,300 a mile. 

TRANSPORTATION DEVELOPMENTS SINCE THE WAR 

All the machinery of transportation within Canada showed a marked 
development in the years following the war. This expansion of facilitics, so 
far as they had to do with the two principal railway systems, have been moat 
fully dealt with in the report proper, with which this historical reference is 
designed to appear as an appendix. It remains, therefore, only to deal briefly 
in conclusion with the developments during the past decade in related fields 
of transport, such as waterways, airways and roadways. 

(a) WATERWAYS 

As this is written, two announcements of great moment have been made 
as affecting the Great Lakes-St. Lawrence navigation system, one, the final 
completion and official opening of the Welland Ship canal, which haa been 
under construction since 1913, with a period of shut-down during the war; and 
the other the negotiation of a treaty between Canada and the United States 
for a proposed deep-water development for navigation and power of the inter­
national rapids section of the St. Lawrence river which, between lake Ontario 
and lake St. Francis, forms the boundary between the two countries. Coin­
cident with this latter work would be the development by the Dominion for 
navigation of the purely national section of the St. Lawrence river, between 
Montreal and the head of lake St. Francis, a work already in part provided 
for by an arrangement with the corporation having in hand the power develop­
ment at Beauharnois, which project is being adapted to fit in with the general 
scheme for the improvement of through navigation. 

The plans for the proposed deep-water development of the St. Lawrence 
between lake Ontario and Montreal provide the same standard of navigation 
facilities as the WeIland, and for the development of almost two million horse 
power of hydro-electric energy in the international section, while there is avail­
able a further two and a half million horse power in the purely national section 
of the river, the development of which for power, as and when required, is 
under the jurisdiction of the province of Quebec and Bubject to provincial 
policy and direction. 

Welland Ship Canal 

The WeIland Ship canal is the fourth canal to be constructed between lakes 
Erie and Ontario, during the hundred years that have elapsed since the work 
of circumventing the falls of Niagara was first undertaken. The project, which 
is twenty-five miles in length, providea for a depth of twenty-seven feet in the 
canal reaches, while future enlargement is provided for by a depth of thirty 
feet in all locks and permanent structurcs. The useable length of the locks is 
820 feet; the useable width 80 fcet; the lift of each lock is 461 feet, and the 
total elevation 326! feet. A unique feature is the provision of three twin locks 
(Nos. 4, 5, and 6) in flight at the Niagara escarpment, by means of which 
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vessels may be passed simultaneously in both directions. 'Q1e locks themselves 
are similar to the Gatun locks of the Panama Canal which, though of some­
what larger dimensions, have an aggregate lift of but 85 feet. The perpendicular 
distance from the coping of Lock No.5 to the bottom of Lock No.4 is 130·8 
feet. The Horseshoe Falls at Niagara are only 28 feet higher. 

The new canal consists of eight locks, including the necessary guardlock. 
The superseded canal included 27 locks, the original canal, 40. The locks are 
electrically operated, and the time required to fill one is eight minutes. The 
entire canal may be traversed in less than 8 hours, compared with 15 to 18 hours 
on the recent canal. The total anticipated cost of the work will be about 
$130,000,000. 

Canal Expenditure8 Generally 

Upon the canals of the Dominion as a whole $314,404,229 had been expended 
at March 31, 1931. Of this sum $236,216,461 had been expended on capital 
account, and $78,187,768 on operation and maintenance. As against this outlay, 
$28,166,203 has been received in revenUE)S, including tolls until 1904, when tolls 
were abolished. The principal revenue is now derived from hydraulic leases, 
rentals, elevator fees and wharfage charges. These now amount to a little over 
a million a year; operation and maintenance cost $3,329,616 during the federal 
fiscal year ended March 31, 1931. 

(b) AmwAYs 

Under the pressure of war the newest method of transportation-that by 
air-developed rapidly; and immediately after the Armistice consideration was 
given as to the possible uses of airways in Canada. It soon became apparent 
that the aeroplane was of especial value in reaching districts which were· not 
readily accessible by other means, such as the far north, or sections of Northern 
Ontario. Services were established under various auspices to mining districts: 
the first regular service being inaugurated in 1924 to the Rouyn area. Similar 
further routes were subsequently established, and aeroplanes were used also for 
investigating the mineral resources of northern areas. 

Early carriage of mail by air into remote districts led the postal authorities 
to establish regular and official delivery in such areas. Of a somewhat different 
nature were the air mail services meeting incoming and outgoing steamers. 
These were intended merely to give greater speed over routes already covered 
by rail. For all relative air mail routes co-operation was secured with the 
American services. 

In relation to other modes of transportation, airways are not seriously 
competitive at present. The main use of the aeroplane for transportation in 
Canada is either to reach districts with which there are no other regular 
communications, or to gain speed between well settled districts. The aircraft, 
alone of transport agencies, is not dependent on rail, road or waterways. Within 
wide limits, it can follow any course. 

For administrative purposes, civil aviation in Canada is divided into two 
classes: (1) civil operations carried out for other Dominion Government depart­
ments under the Director of Civil Government Air Operations; (2) commercial 
aviation, under the regulation of the Controller of Civil Aviation. Both are 
under the Department of National Defence, which also controls military air 
operations through the Royal Canadian Air Force. The total expenditure on 
civil air-services for 1930-1931 amounted to just short of one and a half million 
dollars. 
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(c:) ROADWAYS 

It is only in recent years with the development of the motor car that roads 
have attained their full importance for the long-distance transportation of 
passengers and freight. The days of turnpikes and statute labour virtually 
came to an end towards the end of the nineteenth century, and, particularly in 
Ontario, the Good Roads Association made 1!tudies which led to reforms. The 
Highways Improvement Act (1901) in that province organized the financing and 
construction of new roads. By further legislation in 1915 provision was made 
for a provincial Highway Department, which, in 1917, was entrusted with the 
construction and maintenance of provincial highways. 

The growing efficiency of mechanized road transport led to constant 
improvement of roads, as well as to the greater use of road transport, for both 
passengers and freight, over distances up to medium haul. The increased use 
of motor vehicles can be illustrated from the multiplication of the nwnbers of 
such vehicles in Canada from 2.130 in 1907, to 1,250,000 in 1930. Similarly 
the total mileage of roads in 1930 had increased to 400,000, of which 80,000 
miles was gravel surface or better. 

As already mentioned, control of roads was vested in the provinces by 
the Act of 1861; but in 1919, by the Canada Highways Act, and by subsequent 
renewals, the Dominion Government undertook to subsidize to the extent of 
twenty million dollars the construction and improvement of certain highways 
of national importance. The work itself was undertaken in all cases by the 
various provinces. 

One noticeable effect of the improvement in roads and the great increase 
in the use of mechanized motor transport was the resulting competition with 
railway transport. This aspect of the development of transportation can only 
be described as one of the most significant of modem transportation problema. 
More extended and detailed reference to road transport will be found ia 
Appendix II. 



APPENDIX II 

MOTOR VEmCLES OPERATING ON mGHW AYS 

1. It is stated in the preamble to the Order in Council authorizing the 
appointment of the Royal Commission on Railways and Transportation that 
the diminished revenues of the two great railway systems have been brought 
about in part by the competition of other modes of transportation, particularly 
motor vehicles operating on highways, and the instruction to the Commission 
is to inquire into the whole problem of transportation in Canada particularly in 
relation to railways. 

2. In the submissions filed before us and in the very able presentations 
which were made by representatives of the automobile industry and the related 
transport interests, questions of regulation and of taxation were dealt with 
very thoroughly and in great detail. Many matters so raised are primarily 
to be settled between the motor transport interests and the provincial authorities 
which build, maintain and control highways, and the adjustment and final 
solution thereof are not of direct concern to the railways. Whether motor car 
owners as a class are paying in licence fees and gasoline taxes a proper share 
of the costs of highway construction and maintenance and whether sufficient 
safeguards on motor vehicle operations on highways in the interest of the public 
and of the operators themselves exist in the various provinces, are essentially 
matters for consideration by the highway authorities of each province. Even 
if these matters were within the ambit of our instructions, the time at our 
disposal and the urgency of the immediate problem before us would prevent 
us from making the necessary inquiries and studies. We confine our remarks 
and recommendations closely to the one important consideration before us, viz., 
the effect present and future, so far as we can forecast it, of the competition 
of the motor bus and truck on railway revenues and the measures which should 
be taken by the railways themselves, and by the propel' provincial authorities, 
where this competition has had, or is likely to have, the effect of curtailing 
railway operations to the injury of the public welfare. 

I. THE PASSENGER AUTOMOBILE AND THE MOTOR COACH 

3. In the nine-year period of railway history registrations of automobiles 
have shown very great increases. Registration is a provincial matter, and 
while there are some differences in the systems used in the various provinces, 
in general it may be said that all motor vehicles are registered by an official 
of a department of provincial government and that a permit or licence to operate 
is issued on payment of fees based on some characteristic of the vehicle such 
as weight, wheel base or horse-power. It is therefore possible to obtain accurate 
figures as to the number of vehicles in use in each province and so for Canada 
as a whole. 

4. The following table shows registrations of all motor vehicles in Canada, 
and will indicate the rate of growth:-

Year 
19~3 .................................................................... , .. 
1926 ....................................................................... . 
1929 ...................................................................... . 
1930 ..................................................................... .. 
1931. ..................................................................... . 

93 

Canada 
B83.050 
836,794 

1,193.394 
1.239,888 
1,200,836 



94 REPORT OF ROYAL COMMISSION 

Of these totals passenger automobiles in 1930 accounted for 1,047,494 and 
for 1,024,149 in 19a1, the remainder consisting of motor trucks, buses, motor 
cycles and trailers. It will be at once apparent that there has been a remark­
able growth in the use of the automobile in the period under review, and while 
the figures for 1931 show a small decline from the high point reached in 1930, 
due to the severe trade depression, the inference to be drawn from the figures 
as a whole is that the automobile has become a great and increasing factor in 
transportation in Canada. 

5. During the same period, passenger revenues of the two railways have 
shown a decrease, as appears from the following table:-

y~ p---Revenuea • 1923 ..................................................... " ... .. .. . . .. .. ... 77.333.4.13 
1926 ....................................................................... 73.709.662 
1929....................................................................... 73.009.3-'3 
1930....................................................................... 61.812.742 
1931.. . . . . . . . . . . . . . . . . . . . .. . .. . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ....... 43.7119.468 

Even if the figures for the years 1930 and 1931 are discarded and the 
comparison made between 1923 and 1929, it will be apparent that passenger 
traffic on the steam railways failed to hold its own in the face of a general 
increase of business and in a time of great prosperity. Passengers carried in 
1923 were 44,836,337 and, in 1929, 39,070,893, a decrease' of 13 per cent, the 
reduction in revenues being 5'6 per cent. 

6. The seven-year period beginning in 1923 and ending with 1929, was one 
of great growth in national wealth and production. Since the population gro\\th 
has averaged about 2 per cent annually in the last decade, one would expect 
to. find a growth in passenger revenues of the railways. The result can only be 
explained by the loss of passenger travel to the private passenger automobile 
and motor coach. As the total registrations of motor coaches and buses for 
the whole of Canada was only 2,255 in 1929, and less than one-half of these 
operated on rural highways outside the limits of cities and so were directly 
in competition with the steam railways, by far the most important factor in 
the failure of the railways to increase passenger earnings consonant with the 
general increase in popUlation Bnd wealth production, must have been the 
privately-owned passenger automobile. Figures submitted by t.he railways in 
the report of a Joint Committee of the Railways to study motor traffic as it 
affected their revenues made a division of passenger miles travelled in Canada 
in 1929, as follows:-

Agency Paaenger mO. Pncenta,ge 

r:m~~:,:;:::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 1~:=::=::= I::: 
Buses................................................................... 2110.000.000 1·7 

r---------+---~~ 
Total.. ..................................................... 14,6110,000,000 100·0 

7. On a revenue basis, an estimate is made that bus line earnings on inter­
prban services do not exceed 5 per cent of the passenger traffic revenue of Cana­
dian Steam Railways for the year 1929, and the amount of $3,650,000 to which 
that percentage attains cannot be looked upon as entirely lost to the railways. A 
considerable portion of the traffic carried by motor coaches is new business, 
which they have developed for themselves and which would not go to the rail­
ways if motor coacb services on the highways were discontinued. Some areas 
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are served that the railways do not touch and the motor coach is also wed by 
those who in default of its services would use the private mO'\or car rather than 
the steam railway. 

8. By reason of congested driving and parking conditions in· our larger 
dties there is a tendency to use the motor coaches for journeys to and from 
those centres and to relegate the private car to the purpose of recreation and 
pleasure. The motor coach is often able to give what is practically a cab or 
livery service to the dweller in the outlying town or village or to the farmer on 
its route. For this reason it has a traffic peculiar to itself and its gains have 
therefore not ~en entirely at the expense of the railways. 

9. Though the interurban traffic carried by these vehicles is increasing, as 
appears by the figures of the Gray Line Coaches, of the Toronto Transportation 
Group, which are as follows:-

Year 

it has not yet in Canada assumed relabively large propoI1tions. There will 
undoubtedly be further growth and further loss to the railways from this source, 
but as the field for the profitable operation of these motor coaches in Canada 
is in general limited to the more thickly settled areas of Ontario, Quebec and 
British C()lumbia where there has already been very considerable development 
of these services, it is likely that the steam railways have already experienced 
the major effects of the competition under this head, and the loss in this respect 
has not been so serious as is generally believed. 

10. It was agreed both by the railways and by the representatives of the 
autom1ltive industry and of the motor coach operators in their appearances 
before the rommission, that the loss to the steam railways in passenger revenues 
is due to the private passenger automobile, and that this loss must be regarded 
as permMlent. Thomas F. Woodlock, formerly of the Interstate Commerce 
Commission of the United Sta.tes, in a paper 1)D motor transport on highways 
published in 1931, estimates & loss by the steam railways in the decade 1920-30 
of one-third of their entire passenger re~nue of 1920 and all the qncrease that 
might have been expected in that period, to the passenger automobile, and he 
regards the loss as permanent. The loss in Canada has not been so great, 
mainly beca.use of longer distances over which railway passengers are carried, 
Dnd for climatic r.easons which will always drive passenger traffic to the rail­
ways qn certain seasons of the year. 

11. The railways have estimaud that if there had been no competiti<ln from 
the passenger automobile and motor coach in the year 1929, passenger earni.ngs 
would have been $17,000,000 more than the actual receipts. Since the motor 
'Coach may be credited with not more than $3,650,000 of this loss, and f<lr the 
reasons m.entlioned above probably lees than this sum was actually taken from 
them by these conveyers, the loss to the private passenger automobile mwt 
be at least $13,350,000, a.nd might even be estimated at $15,000,000. Sleeper, 
parlour and observation car receipts were approximately $2,000,000 greater in 
1929 than in 1923, and the Joint Committee therefore concludes that long dis­
tance passenger traffic actually increased to some extent and this is borne out 
by the fact that the average distance & railway passenger was carried was 
74·2 miles in 1929 as compared with 68·8 miles.in 1923. In the same period 
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commuter traffic to and from the larger eitiea also showed BOme incnallt, 10 
that the inferen-cEII is drawn that those who &ore using the motor vehicle .... 
me8/Ds of transport 'to the detriment of the steam railwa;ya are the medium di ... 
tance p8'Ssengers, travelling not more than 75 miles. 

12. Since it is .Jikely that the provincial authOl'itiu in control of highwaYI 
will continue to develop &ll-Wilather highways, especially to meet the demands 
of the private motor car owners, who now compritte the great majority ,of v4tera 
'and taxpayers, medium and long haul passenger traffio will be 8Ubject to 
increasing losses from the operations of the passenger automobile. TIM! com­
pletion I)f the Trans-Canada Highway, now under construction, and of trunk 
Une highways in the various provinces cannob but have a'!l adverse effect on 
railway paSSEnge.r earnings. The economical range of operation of the motor 
'coach in Canada, naw estimated to be about 100 miles, is likely to be extended, 
and it would seem that there i'S a progressive and coIlltinuing loss of passenger 
traffic to be faced by the steam railways, if the present activities in provincial 
road building are continued. 

13. Ccnsiderations of ~rsonal conveniences and not of economic costs of 
trstIlsJ:ortation are the governing faotors in the use of the nmtor car and motor 
coach in J:aEEenger transport and as the trend seems to have set definitely in 
favour o'f the motor vehicle, the ,railways must ad80pt themselves to the situation 
a,nd concentrate on service to the long haul pMSenger and to such commuter 
traffic as may remain in and about the larger centres of population. 

14. The loss suffered by the 'entry of the motor coach into the suburban and 
interurh'Il passenge:r traffic field could be met in part by the utilization of unit 
cars moving on the raJilways, but bec8lUse of their limitations in usefulness by 
'l'€asoo of fixed route and definite stopping places in contrast to the flexibiltty (Jf 
thie motor coach, it is doubtful if much traffic could be recovered in this way. 
The capital expenditure for these unit cars is out of all proportion to that of 
the n:l)tOT coach and costs of operation are greater. The motor coach could be 
used on the highway by the ra'ilways as a substitute for steam trains and for the 
purpose of giving more frequent service where traffic is light. Provincial auth­
()rities in Saskatchewan, Manitoba and Ontario informed us that permits to 
op.erate motor coaches aloog highways para.llel to existing railway lincs had 
been offeTed toO the railway companies, but in no case had advantage been taken 
of the Of port unity. The railways bave, it would seem, concluded tha.b there is 
a very ema.)} field at present in Canada for the economica.l utilization of the 
motoor coach as a substitute for or as au'''Ciliary to the steam tra.in for passengers. 

II. FINANCIAL RESULTS OF OPERATIONS 

15. We had little evidence before us as to the financial success or motor 
coach operations. In Ontario, where the services are now wen established, 
figures were submitted by Gray Coach Line, Limited, showing that in Borne 
four or five years of operation of interurban coaches a profit had b('en made 
after all proper reserves had been set up. Counsel appearing for the Provincial 
Transport Company, a large operator of motor coaches in the province of 
Quebec with the city of Montreal as the centre of its activities, expressed the 
opinion that his company and other well managed companies in Quebec were 
on a satisfactory basis. In several cases provincial authorities consulted 
expressed the opinion that no profit was being made by the operators, if p'roper 
accounting standards were used. Commissioner Loree stated that his raIlroad, 
the Delaware and Hudson, had been operating a large fleet of motor buses and 
coaches for a period of about eight years, and that they had lost money and were 
now operating at a loss. Speaking broadly, it was Mr. Loree's opinion that 
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motor coach and bus operations in the United States were not profitable and the 
same was true of Canada, though there were always exceptidnal cases where by 
reason of good management and favourable traffic conditions some profit was 
being made. 

16. Until such time as experience has proved the economic advantages of 
motor coach operations and that there is some assurance of a fair return on the 
capital invested, the railway companies have hesitated to engage in conveying 
passengers by motor coach Fen where substituted and auxiliary services in 
connection with steam passenger trains might seem to be indicated. Doubtless 
their conclusions have been that they would merely add to the loss they are 
already experiencing in this phase of their transportation services. 

III.?GULATION AND CONTROL OF THE MOTOR COACH 

17. ~ all provinces where motor coach services have attained to any con­
siderable magnitude there have been in recent years progressive, and in the 
opinion of the officials charged with the responsibility, fairly satisfactory, efforts 
to regulate the traffic in the public interest. Permits are granted which in 
effect are franchises to operate on the highways between fixed termini, and in 
general these permits are exclusive, but must be renewed annually. Schedules 
of rates or tolls to be charged are filed with the rgulating authority and time 
tables are required to be posted. The applicant must furnish insurance against 
injury to his passengers by negMgence in operation and vehicles are subject to 
inspection from time to time. 11 

18. The opinion was expr~ssed by the Premier of Ontario that, so far as 
regulation of the motor coach on the highway is concerned, the situation is well 
in hand, and that.Q dependBible service is given and one with which the public 
is well satisfied. ¥The Minister of Highways in that province, remarking on 
the result of the introduction of regulations by his department, made this 
statement: "Immediately the law became effective a marked improvement 
not only in the vehicles but in the type of owner and operator was evident and 
to-day the service given on the various public vehicle routes licensed by the 
dcpartment is regular and dependable with few complaints of excessive speed 
or careless driving and with a minimum of accidents."', 

19. There was general agreement amongst those in charge of highways that 
progress had been made in handling the motor coach situation and that while 
changes might be necessary they were proceeding in the right way. The regu­
lations that have been put into effect, combined with the system of grantin~ 
exclusive permits, tended to put the traffic into hands of operators of financial 
strength, and the result was to give regularity and dependability of service with 
increasing satisfaction to the patrons and a greater opportunity to transact 
business at a fair profit. On the whole the operations of the motor coach in 
the various provinces are well conducted; and, so far as the public are con­
cerned, on a satisfactory basis. 

IV. TAXATION OF MOTOR COACHES 

20. Taxes paid for registrations of vehicles, fees for licences or permits 
to op.crate, and the imposts on gasoline used, provide at least a fair contri­
bution for highway use and maintenance. Figures given by Gray Coach Line 
Limited, in Ontario showed that a passenger coach with seating accommodation 
for 30 passengers, paid in 1931 $640, being at the rate of 1·94 cents per coach 
mile, or $143.38 per annum for each mile of highway used by their eo aches as a 
whole. The average tax paid by a motor coach with capacity for 30 passengers 

64787-7 
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travelling 30,000 miles in a year was $840, as calculated by the ~linister of 
Highways for Ontario. In ,Quebec the average tax per vehicle paid by tile 
Provincial Transport Company was $573, being at the rate of 4·39 per coacb 
mile. An average for all Canada was stated to be 8·5 per cent of total revenuetl 
paid in taxes to provincial authorities, being for Quebec 11·34 per cent and for 
Ontario 8· 6. It was strenuously urged by representatives of the motor trans­
port interests that taxation was exce8sive and that any further attempts ta 
increase the burden would not be productive of increased revenue, but would 
only throttle an activity which had justified it5elf and which was meeting a 
public need in an efficient and satisfactory manner, and that the motar eORch 
was now paying more than its proper share of the cost of highway construction 
and maintenance. 

21. Though in the case of the motor truck next to be dealt lI'ith, it would 
appear that there is room for stricter regulation and for increased taxation; in 
the case of the motor coach there is little prospect that either by further taxation 
or increased regulation will the railroads benefit. -It may be that 88 in the CR!e 
of the common carrier truck, communities will eventully have ro m:lkc a choice 
between steam railway services and highway services, for the reason that the 
traffic offering will not support both these types of transportation, but these 
instances in the case of motor coach services will be limited. If such do arise, 
and it is decided by the proper provincial authorities that the railway is entitled 
to give the service, this decision will be made effective, not by ncreasing taxation 
on the motor coach nor through increased restrictions and regulations, but by 
direct refusal to issue the necessary permit for highway operations in the 
particular area. 

-22. There does not seem therefore to be any necessity to recommend addi­
tional taxation and regulation of motor coach operations in the interest of the 
steam railways of Canada. 

V. THE 'MOTOR TRUCK 

23. The motor truck h,as become an important factor in rthe transport of 
goods and it is conceded that a great deal oftrafficmoving in less than carlo'ad 
lota,'that is,package freight and express, has passed from the l'ailway to these 
vehicles. There has been 'a rapid, incre.ase in registrations which' has gone on, 
though at a slightly reduced rate in the yeard of business depression. These 
ngures (given in round numbers) will indicate the rate of growth and the mag­
nitude of this agency of transport. 

1923 •..........................••...........••.......... '" .•......•••.•..• 
1929 .............. · ....................................................... .. 
1930 ...................................................................... . 
1931. ..................................................................... . 

84,000 
IM,OOO 
IM.ooo 
165.800 

24. It is oLly in recent year:! that. there has been any attempt to classify 
theseuucks acoording to the nature of ,their operations and even now, the 
provinces of Canada have not adopted any uniform scheme of dassification. 
Some are content to register them according to weight, length of wheel base, or 
horse-po\\~r, and to disregard the purpose to which they are put. Where there 
is classification according to use, the scheme generally favoured is to divide 
them into cLasses as folows:-

1. The common carrier truck-engaged in hauling for hire for the public and 
plying over a definite route and generally between fixed termini. 

2. Contract carrier trucks-engaged in hauling for hire the goods of one 
person or firm at anyone time or on anyone trip and not confined as a rule to a 
fixed route. 
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3. General and commercial trucks-privately owned and engaged in con­
veying the owners' goods. 

25. In 1931 the Ontario figures were:-
Common carrier trucks..... .................... ... . .... . ........ .. . . ... .. 2.5M 
Contract carri~r trucks including farm product. carriers..... . . . . . .. . . . . . . . . . 1.119 

3,673 
All other. (general and commercial). ....................................... 59.873 

26. There wcre also 9,673 trailers, many of them small and 80 per cent 
recorded as of less than one ton gross capacity, bringing the total of all trucks 
and trailers to 71,834 and showing a percentage of94·48 as priv,ately owned 
and operaJted as against 5'52 per cent operated as common carriers. The cor­
responding percentages in other provinces show an even higher proportion of 
privately owned and operated trucks. Manitoba had 169 operating as common 
carriers of goods and 39 as cQrnmon carriers of milk and cream. In Saskatche­
wan 1!here were only 110 common carriers and in British Columbia 226, the 
percentages of the total truck registrations being much less than in Ontario. A 
table follow.sshowing truck registrations in all provinces in 1930 and 1931 and 
it is interesting to note that with certain exceptions there is an increase even 
under lowered .business activity in the latter year. 

Pl'Ovince 
Public Freight 

Vehicles 

1930 1931 

British Columbia ......... " ........................ 184 226 
Alberta ..................................................................... . 
Saskatchewan....................................... 29 110 
Manitoba........ .. . .. .. .. . . . . . . . . . . . . . . . . . . . . . . . . . .. ·140 210 
Ontario.............................................. 1.155 3.673 

~~'!..beB';'-'~;;';'i~k:::::: ::::::::::: :::::::::::::::::::: ..... ~:~~ ....... ~:~~~. 
Prince Edward Island ...................................................... . 
Nova Sootia ............................................................... . 

All Motor Trucks 

1930 

16.820 
15.068 
18.077 
9.730 

67.676 
27.820 
3.999 

739 
6.489 

1931 

16.799 
15.034 
15.568 
9.520 

68.433 
28.384 
3.948 

802 
6.761 

Non.-In certaio province •• publio fnlight vehicles anl not registen.d or licensed except as motor 
trucks. In others. the marked incr_ in 1931 are due in part to nlvision of classification in the latter 
year. 

VI. EFFECT OF TRUCK OPERATIONS ON RAILWAY REVENUES 

27. Freight earnings by the steam railways show .a generall increase from 
1923 to 1929, the figures being $288,992,220 in 1923 and $331,679,458 (Canadian 
lines only) in 1929, and during this period there was a great increase in truck 
rEgistrations and in tonnage handled by trucks. The gains in railway freight 
revenues were due to great business activity resulting in an increase in long 
haul traffic 'with which trucks do not compete to a.ny appreciable extent in 
Canada. 

28. The Joint Committee of the Railways in their report estima-te that if 
the increaoo in freight carried on steam railways had continued in the same 
ratio .as in the ten-year period from 1915 to 1925 there would have been 
95,000,000 tons of freight on the railways in 1929 more than were actually car­
ried by them. The failure to gain this increase cannot however be entirely 
charged to trucks. The committee's estimate is .that not more than 5,000,000 
tons of freight were conveyed by trucks over rural highways in that year, and 
it is only truck oper.ations beyond urban and suburban areas that can be 
regarded as competitive with railways. 
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29. There was a general decline in the previ()us rate of increase which, 
beginning in the lfte years of the decade 1915-25 becomes marked after 1925. 
The cawe of this decline must be sought elsewhere than in motor truck com­
petition. The opening of the Panama canal and the improvement of inland 
waterways have had, and are having, an effect on freight tonnage on railways 
and tlhe passing of the oonstructwn and settlement e!'a in Western Oanada also 
has a bearing on the situa.tion. Even without competition from the motor truck, 
raHway freight tonnage could not be expected to show the sustained increases 
that were general from 1875 to 1915. 

30. In making the estimate of 5,000,000 tons of freight. moved by truck. 
over rural highways, the Joint Committee of the Railway. took into IWccount 
tonnage which had been developed by the trucks themselves in serving areas 
nob toudhed by railways and in conveying freight. to aIIld from railway stations. 
In trying to arrive at the tonnage actually losb to the railways, an exceedingly 
difficult matter, 'by reason of lack of statistics, they have had recourse to reports 
sent in by railway agen1:6 to the Bureau of Ecooomics of the Canadian Nation'al 
RBlidways, and for a thr.ee-year period they have arrived at a.n estimate of 
tonnage lost by the railways to common cMrier and contract carrier trucks 
al:l follows:-

1928................................................................... 422,000 t.ou 
1929................ ............... .......... ......... ................. 979,000 t.ou 
1930............ ........... ............................................ 1,489,000 t.ou 

31. Since experience of several trucking companies indicates the average 
revenue per ton handled is $8, the total loss to the railroads was rather less 
than $8,000,000 in 1929 and $12,000,000 in 1930. Losses due to the operations 
of privately-owned and operated trucks, which for all Canada are about 96 
per cent of the total of all trucks and for Ontario, 94'5 per cent of the total for 
that province, is more difficult still to estimate. 

32. The Joint Committee consider it fair to take the same amount as for 
the common carrier truck, as being directly lost to the railroads. The Ontario 
traffic census, conducted by the Department of Highways for the past few years 
indicates that 70 per cent of the freight tonnage moves on common carrier 
and contract carrier trucks over the King's highways and only 30 per cent on 
privately-operated trucks and the department deduces from these figures that 
the operations of privately-owned trucks are largely confined to the urban 
and suburban areas where they are not directly in competition with the rail­
ways; 

33. If the railways are correct in their estimate of 1,500,000 tons for com­
mon carriers in 1930, it would seem from the Ontario figures that they are well 
within the mark in estimating their loss to the privately-operated truck in an 
equal amount. It may be that the percentages ascertained by the Ontario 
traffic surveys would not obtain in other provinces, for the proportion of com­
mon carrier trucks in that province is greater in relation to the total truck 
registrations than is the case elsewhere, and in Ontario, by reason of the prox­
imity of towns and cities to one another and to the large centres of distribution, 
the field of operation for the common carrier truck has been more advantageous 
than in other parts of Canada. Even making allowance for the comparatively 
small operations of these common carriers in the other provinces as compared 
with the privately-operated trucks, it is unlikely that these latter vehicles 
did in all Canada convey as much freight directly competitive \!lith the rail­
ways as the common carrier trucks. The estimate of $24,000,000 lost in freight 
revenues in 1930 being about 7 per cent of total freight revenues is probably 
too high, but even if this amount is reduced to say $20,000,000, the loss is very 
considerable and of tremendous import to the future of the railways of Canada. 
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34. Common carrier trucks are increasing rapidly in all provinces and 
though experience of their operations is too short to form 6 final estimate as 
to their ultimate place as an agency in the transport of freight, it would appear 
that unless their operations are being conducted on an unsound basis of cost and 
will therefore decline, or unless some form of restriction and limitation of their 
activities is brought about by competent authorities, a progressively increas­
ing loss will be experienced by the railways in the future which cannot fail to 
have a damaging effect on earnings. 

VII. FINANCIAL RESULTS OF CARRIER TRUCK OPERATIONS 

35. Information as to the results of common carrier truck operations from 
a financial point of view was meagre. A representative of the Rural Motor 
Distributors of Northern Alberta stated that no profits were being made in 
trucking by reason of competition amongst the truckers themselves. The Mani­
toba Bus and Truck Operators Association expressed the opinion that opera­
tions in that province were on a satisfactory basis as to costs, but the Public 
Utility Commissioner, to whom applications for permits are made by members 
of the association, stated that representations were continually being made to 
him that the operators were not making a fair profit. In Ontario figures for 
six unnamed freight transport companies were filed by the representative of The 
Canadian Automobile Chamber of Commerce and the Truck Owners Associa­
tion which showed that over a three-year period profits, where made at all, were 
small and that three of the companies were operating at a loss in 1931. 

36. These truck owners expressed a desire to have minimum rates for the 
carriage of goods fixed by a competent body, as they feared that there would be 
many failures amongst their number if unrestricted competition in rates con­
tinued. As a general rule the provincial authorities have not endeavoured to 
fix tolls for truck services. Manitoba has a tariff but admits it is evaded. 
Ontario made an attempt to fix rates but has abandoned it for the present until 
more experience is gained. 

37. Until there is regulation and fixing of tolls, as in the case of the motor 
coach, operating conditions will be chaotic and there will be many failures 
amongst common carriers of freight, but it is not likely that there will be any 
considerable diminution in the competition that the railways are now experienc­
ing from this service. The experience in all the provinces has been that when 
an operator drops out because of financial difficulties, another appears to take 
his place. . 

VIII. TAXATION OF MOTOR TRUCKS 

38. From various quarterlj there have come to the commission suggestions 
that the operations of the motor· truck on the highway should be regulated. 
Regulation in these suggestions generally meant restriction, and restriction was 
to be attained by higher taxation, particularly for the common carrier truck. 
At present there is very little in the way of regulation of trucks throughout 
Canada, and there is a lack of uniformity in the method of imposing taxation. 
In general a fee is charged for registration of the vehicle and in some instances 
a charge is made for a special permit to operate as a common carrier. In Ontario 
where the experience in dealing with the carrier truck is greatest, it is admitted 
by the provincial authorities that taxation has not been applied to carrier trucks 
as successfully as to motor coaches. An attempt was made to take a toll per 
ton mile, but there were so many ways of evading it, that the plan was in opera­
tion only about three months. Instead permit fees have been increased, and the 
registration fees on all trucks advanced in that province for 1932, on the prin­
ciple that motor trucks have not been paying a proper share of the burden of 
highway maintenance and that these fees offered the only practicable method 
of taxation. 
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39. Tantion of motor vehid~, Ill! Ius ~Il !tate.! earlit'J' ill th.is di..~ion, 
is a matter of prom("i31 ('(.nct'm. It i~ not lil.;ely that any provinc-e of Canada 
will ~k to re;trict the <'j't'r3tiOD$ of th~ vehicll"5 by impo:;ing e~in f~ 
for registration and for pertnjt~. The re\"enues obtsined from li~ and per­
mits are not gent'r3I1y srrEed to n'sd maintenanre. nor is any attempt made to 
l'quate motor vehirle tustion to highway rot.-u.. lIotor licm~ fl'\."S and g3..-o­
line tues are a dependabre ~1U'ct' of re\"t'nue and the rate of taxation arp!led 
is likely to hsye relation to provincial l'e\"t'Due rl'quire!Mnts rather ~ to 
direct highway rot.-t.s. rnder !!uch ("irt-umstano:es uniformity in t.u.ation through­
out Canada is improbable, e\"ell if it is de;irable. Then may be a tendency ill 
adjoining provinct'S to make ch~es arproximately l'qual on eimiw fthi('~, 
but the movement t()\\"srW uniformity is not likely to go further. 

40. It. is not ill the inte~-t~ of the nilways ~hat taxes OD the:5e vehi(~ 
!!hould be !!O high as to be probibiti\"e or e\"ell re;trictive. The motor truck is 
a n~ty ill tra,n,,-port.. Freight IDOve!Mnt to and from railway stations must 
take pla~ on the highway, and industrial aDd agrlctLtural develQpment. woolJ 
be retsrded by taxation which might. be dt'!!igned so!e1y to brin: ahom re;tric­
tion of the u..-oe of motor trucks on the highways. 

41. At the !!ame time the trucks !!hould pay a fair chArge for the u..-oe of 
the right of 1"8y which is provided for them by the State. and it would ~m 
doubtful if the ~sle of fres for rt"gi5trstion in the nriOWl provinre!. even wht'n 
the gs~lint' tu i5 taken into ro~ideration.·d~ pro'ide for a esfufadory ('(In­
tribution from th~e ronvt'yt'n. In ('(Impa.ri50n with rhargn ill msny of tht' 
Ra~ of the l"nion, CansJiSll regi,,-tration fee for trucb are 10 .... Public freight 
\"eroclE'S ill Ontario paid on the a,"erage about $112 for pt'rmit and rep~trati~'n ill 
1931. III lIanitobs about $&I ill the !!ame year. In S~kakht'1ran l!li¢tly ~.5 
thn ill lISIlitobs. Fees charged for !!imilar whirl" ill the rnitN ~tatE'S rSD 
as fugO as $750 ill the :same year aDd were ill ~neral much higher than in 
CaDada. 

42. The fees !Mntioned as being paid ill CanaJian pronn~ are fxclu.:;ive 
of gs...;;oline tues, which are roD$iderably higher ill C&IlSda than in the l"nitN 
States, aDd tht'reCore the di~ty· is not !!O gnat as might appear. Inel:JJinc 
gs.soline taxes it was eo-timated that the average for rommon carrlt"r truck.! ill 
Ontario ill 1931, on a ba.5is of 30.000 miles tnvelled in a yt'ar, was $215. Both 
permit fees aDd psoline tues han ~Il int'res...~ ill that province ill 1932. 
and prote.-ts have ~n made on the ground that UntiOD has pa.!Md the limit 
of the operator's ability to pay and has bt'rome prohibitive. 

43.. It is beyond the ~pe of our illquiry to deal with quest.iOM of pr0vin­
cial taxation and the mattt'r is one which must. be eettled bet1reen the motor 
tnn..«pOR intererts and the provincial authorities. Relief to the rail .... ys from 
the inroads being made by truch into freight earniDgs1rill rome by reruirtion 
and rt'gUbtion of trurk traffic as cik-tind from tantioo, and by I!ome form of 
~atiOD with rail traffit'. 

L~ REGt'L-\ TIOX OF MOTOR TRl"CK TR.UTIC 

«. Of regulation, as apart from tuation of the motor truck. tht-re ha.t 
heeD little attempted and less acrompfuhed. Pro,;ocial high .... y authorities 
are all agreed on the importance of the problem. In the f.rs&. place. it 1rOU!d 
appear that gravel surfaced roads 1rOUld ill large areas be perfectly !&tis!actory 
for the traffic of the pa..~nger automobut'. but the t:rut'k requires a hard eur­
faced road. aDd if it operatE'S on the former the damage done is ~ve tmIess 
speed and weight are regulated. 
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45. Secondly, from the point of view of safety of the private car-owners 
and the public generally, there will have to be regulation of·the size and length 
of motor trucks and motor trains and of the 8peed at which they operate. Con­
gestion of the highways is leading to a demand that th08e who use it for com­
mercial purposes shall give way to the tourist and private automobile. 

46. Thirdly, there is a growing realization that conditions of operation 
must be equalized as far as possible between the railway and the truck. The 
truck cannot replace the railway and it must not be allowed to completely 
strangle its competitor and leave the country without an essential transport ser­
vice. 

47. It is only in the last of these reasons for regulative and restrictive 
action that the railways have any direct interest. As provincial taxpayers the 
~ailways might well join with other property owners in pointing out that expen­
ditures to provide permanent roadways for the commercial operation of carry­
ing goods in direct competition with existing carriers, travelling on their own 
right of way, built and maintained at their own cost, is unjustifiable, and that 
a halt in the program of construction of hard surfaced roads is advisable. 

48. They might also very well complain that while they are compelled to 
expend large sums for road-crossing signals and safety devices and to assist in 
the construction of subways and overhead crossings, that motor traffic may not 
be endangered by railway operations, the annual record of motor accidents from 
excessive speed and undue congestion on the highways is rising at an alarming 
rate and that little or nothing is being done to deal with the situation. In these 
matters, however, comment frem the railways would be regarded as special 
pleading, and complaints and warnings from interested parties are of little use 
in arousing public opinion, from which source alone action will come. 

49. In regulations designed to bring railway and motor truck to conditions 
of operating equality, there is a direct interest for the Canadian railways. We 
doubt, however, if regulations framed for such purposes will be satisfactory. 
Freight carriage by motor and by steam train should not of necessity be subject 
to the same conditions. If there are railway operating conditions that make 
freight carriage costly, then the solution is not to extend such conditions to 
carriage by motor truck in order that there may be equality of competition. 

50. Carriage of goods on the highway should be regulated in accordance 
with characteristics of the motor vehicle itself and not by adopting regulations 
applicable to traffic carried on under different conditions. The purpose of 
regulation should not be to increase the expenses of motor carriers and so bring 
about equality of working conditions, but rather to regulate for the safety 
of the public, protection for cargo carried, to secure for those employed in the 
industry fair working conditions, and the preservation of the highways. 

51. Regulations framed for these purposes are within the competence of 
highway authorities to devise and police administration to enforce. Already 
considerable has been accomplished in these matters in Ontario, Quebec and 
Manitoba. Alberta, Saskatchewan and British Columbia are moving in the 
same direction, and are profiting from the experience of their eastern neighboun. 
If trucks operating under proper regulation and paying a fair share of high~ 
way costs still continue to encroach upon railway earnings so as to imperil the 
financial position of these carriers, and it seems entirely probable that they will 
do so, then the problem must be approached from a different angle and a 
definite policy of restriction of truck traffic and its co-ordination with railway 
traffic must be adopted. 
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104 REPORT 0' ROYAL COJlJlISSlO.V 

X, RE5T~ICTlOX OF ~IOTOR TRl'CK CO~IPET1TIO~ 

~ In two different and quite distin('t aspet'ts is the rompe!ition o,f the 
motor truck lI'ith the raihra)'s of dinoet signith'an<'e to the pub,he. R~lway 
ireight rates have been established on the basis th~t the steam ~llw~y enJo~ed 
a monopoly of the carnage of go<xls, In the mam, tolls are high 1D rela~lOD 
to actual cost on package freight and t'xprcss carrl~ for short and medium 
distances and low and comparatiwly unremunerative on bulk and heaTJ 
commodities moving owr Ion!!: distant'es, This frei!!ht rate structu~ has been 
den'll)ped not primarily in the- interests of the railways bu~ for the benefi~ 
of the produl't'1"S of raw materials ,,'hieh m\~-t find acrt'S! to dIStant mark.ets at 
low ('O$t. 

53. The motor trut'k ha~ fl)und its opportunity in tarrying a portion of 
the short haul traffic at ratl'S 1t'SS than the railways un afford, if the long haul 
bulk traffic is to continue at its present low rates, The motor truck cannot 
displace the railways in long haul tratiic and in handling bulky rommooitia 
The hi!!hways couM not stand the strain or accommooate eWD a fraction of the 
trUl'k;; that would be required. 

5-1. To revi~e the long di;;tan('e and rommooity rates upward would be • 
disaster to agriculture and the indu;;tril'S whil:h must set'k export markets 
where laid down costs are mattel"5 of "ital conl'l'm. The country. as a lI'hole 
cannot afford to have the present frei~ht rate- strudure seriotlSly disturbed and 
the railwaYS ("annot maintain this structure if they are to continue to suffer 
losses in the- short haul traffic. . 

55. In the second pla("e ("om petition of the motor is threatening the opera­
tion of man~' thin trsfic linl'S in Canada, ~lot{)r trucks and ('oaches, operating 
along parallel hi!Chway routes, espt'rially in the summer months. &re taking suf­
ficirnt of the traffic available to mllke it ac!"i"able 8r ewn ne«s;,ary for the nil­
.... 8)·S to di5('(lntinue sl'r"i("es altogt"t~r. Communities ~ituated along these thin 
traffic lines cannot e:<pe('t a railwav st"rn("e as and when they ch~ to use i~ 
and lI'hen motor se-n;l'('S are dise-ontinued for climatic 1"eS.5ons.. They ('annot 
expe-et that the railway "'ill be 8vailable to move heavy and bulky materials 
at infrequent intervals while tht" motor whicles takes the more profitable Il'l!i8 
than cal" load freight business. One of the rival farriers must be di~n..~ 
with and in the majority of eases in Canada, the railway mtlSt sun'in. 

56. In the more thi("kly !'t"ttled areas in Canada, relief may be found in 
estab!ishing lones for truck operations. The truck has ita place in the move­
ment of goods, but its propt'r fun("tion is roll~ti"e and dispersive and not that 
of a primary carrier. In a propt'rly co-ordinated transport !ystem, the railway 
would assume the main burden of the carriage of goods OWl" db--tanl'l'S uceeJ­
ing fiity miles and the trucks lI'ould opt'rate as roll«to1"S and distributors of 
freight. 

51. Trucks might be lil't'nsed only for opt'rations within reasonable dis­
tances of manufacturing and distributing l'l'ntres, "'hie-h should be fixed by 
the highway authorities of ea.:h pro,ince af~l" ('onsultatioD .... ith the railwa~ 
and the shippers immediately roDe-erned. As a rondition of the establishment 01 
I~nes. the ra~lway~ might ~ re<Juired to gi"e, a more frequen~ !e.n;ee an~ to 
sunplify thea f~lght f lasslfic.atlons and modIfy the present onerous reqwnt-' 
me~ts as to ~rating an.d packing. As the railways denlop pick-up and st«e 
delivelY ~.n'l'l'. to 1'·hic~ they ar.e now gi,;ng H!riOU3 attention, there will be 
less obJection by the public to lorung of true-k operations and to the ('Oll..~uent 
restrictions in the freedom of monment of these nhicles oYer the rural hi~ 
ways. 
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58. In the case of thin traffic linr«, it would set'm thnt, as a matter of policy, 
provinl"ial highway authorities will have to make a choice "betwet'n the motor 
and the rnilwa~", and rrfuse pemlits to the common carrirr trurk and roach. 
In some ("ascs the railways ("ould assi«t by giving more frequent service with 
unit cars, rcsrrvin~ the steam-operatcd trains for the carriage of hravy com­
moditirs whrn a full load offcrrd. The experimrnt has met with a fair drgrce 
of surre~s in the ra5e of the Winniprg Water District Railway, operating rasterly 
from St. Bonifare for some 60 miles. 

59. It is realizrd, howenf, that thrre are many diffirultirs in rondurtin!! 
brandl line oprrations with unit rars and thnt the railwnys have alrrady 
ginn tlll'SC rars wry ('nrrful study and trin\. Thrre nre limits to the us{'(ulnrss 
of these unit (,lUS nrising from thrir high initial ('o~t and rxprnse of mnintcn­
anre, and their lark of reserve powrr whrn opt'r:\ting undrr adwrsr climatic 
conditions, that wi1\ prennt thcm h'om going into grneral use as substitutrs 
on all thin trafli!' linrs throu~hout the country. ,"cry proprrly thr railways are 
pr\lcecding cnutiously and aftrr cardul study of thr tmmr and of oprmting 
('o,:ts and ('onditions in their plans fllf utilizing thr5c nrw units. 

60. The rrbtrd problrms of regulation and n'strirtion of mot(lr traffic (In 
the hi~hw:IYs ('oulll ll{'st be dralt with by a confcrrnce of the highwny drpart­
mcntal (lflieinls of all the provinces Il1rrting in ('onfrn'nce at the instrlllce of the 
Frdrrnl Gowmlllrnt. At this confrrrnee the bro:ld lines upon which. for 
examplr. the rr~ulation of ('ommon rnrrirrs of goods and merdlamlise ('ould br 
efft'cted might be laid down as follows:-

(a) Schrdull'S of mtrs and rhargrs must be publishrcl. 
(b) Within that sch('tiule common rarri('rs must arrrpt and carry what is 

otrerrd without disrriminntion betw('('n shipp<>rs. 
(d Opt'rators must br insurrd against all ri:;ks, including third party risks. 
(d) Oprmtors mUt't krrp arrounts on a presrribrd system and render returns 

to public authorit.ies on a common basis. 
(e) t:'niform bills of lading must be used and a copy giwn to all shipprrs. 
(I) Minimum standards in rr~ard to working conditions, inrluding wages 

and hours of lnbour should be rcquirrd. 
(g) Due regard must be had to the presrn"ation of roads and to the safety 

of the public. 

61. Similnr prinriplrs might be applird mlltati.s mutandis to road paSi'cngrr 
servicrs. 

62. Thr administration and adnptation from time to time of the agret'd 
prinriplrs of rrgulation of rond transport should be lcft to the highway author­
ities of ('ach pro,"inc(', and it should be reco!!:nizrd that ysrying conditions will 
call for difft'rences in detail in the framing of pro,;ncial rt'gulations. 

63. At this coufrrrnrr a body might be sd up to study and J'('port upon 
areas where rail sen'ires are being rendt'n'd unprofitable without being super­
fluous by rrnson of the competition of road transport, to the end that stt'PS may 
be takru to restrirt, or ewn prohibit, highway carriers in these arras. A study 
should also be made of the po"sibilitit's of assistrulce to the railways in main­
taining their present freight mtcs strurture by a zoning scht'llle for the \irrnsing 
of all trucks as a practil'al stt'p towards co-ordination of rail and motor traffic, 
or such other plans or schemes as mny seem to promise relief to the railways. 
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XI. EXCLVSIVE PERMITS TO COMMON CARRIERS ON 
. THE HIGHWAYS 

64. Since the Joint Committee of the Railways in their report recommended 
against the granting of exclusive permits or franchises to operate common carrier 
coaches and trucks on highways and against minimum tolls and charges, and in 
favour of the free play of. competition in these transport activities, an examina­
tion of the principles underlying the granting of these exclusive permits and the 
fixing of tolls seems desirable. 

65. All provincial authorities agree in the p'olicy of giving exclusive rights 
to operate motor coaches over specified routes and between fixed terminii on 
rural highways under provincial control. In the case of the carrier truck there 
is not the same uniformity, but there is a general acceptance of the principle 
tha.t here also there must be regulation and that regulation can only be made 
really effective for its chief end, that of producing a dependable service if the 
operations are in the control of one responsible party over a given route. Ontario, 
Quebec and Manitoba have definite regulations to this effect and in all provinces 
permits are required and the tendency is to (!;rant these only to one operator. 
This has the effect of eliminating competition from other common carrier trucks 
and sets up a monopoly in this form of transportation. 

66. The reasons for these permits are set forth in the brief of the Gray 
Coach Lines, Limited. 

67. Previous to the entry of this company, a subsidiary of Toronto Trans­
portation Commission, into the field of suburban and inter-urban coach traffic, 
motor bus operations were in the hands of irresponsible operators, many of 
whom were not financially stable. Equipment was poor and thl'Te was a lack 
of spare vehicles for pea.kservice. Wall;es paid were l(lw and drivers worked 
long hours. Schedules were not dependable and services were often interrupted. 

68. The entry of Gray Coach Lines, Limited, backed by a responflible 
authority, resulted in an immediate improvement. Equipment is now funy 
modernized and service is maintained on a high efficiency basis. Labour con­
ditions are satisfactory to employees both in rates of pay and hours worked. 
As a result there has been a marked increase in public confide:nce and this is 
reflected in increased patronge by the travelling public. In turn. the financial 
outcome has been profitable to the operator .. Gray Coach Lines, Limited, could 
not have attained this position if it had been open to competition by any 
individual who might choose for a time to carry passengers for hire over any 
one of the routes assigned to them. 

69. Counsel, in his submission for the Ontario Association of Motor Coach 
Owners. gives the policy of the Department of Highways in issuing of permits. 
fhe principles are stated to be three in number:-

(a) Present traffic offering in the province does not warrant the issuing of 
more than one permit for local travel between any two points, and the 
public interest, therefore, is best served by permitting one responsible 
operator only to furnish such serviee. 

(b) Every permit-holder who continues' to operate to the satisfaction of 
the department as tested by standards prescribed by it, can make the 
necessary investment and maintain the required service in the con­
fidence that he will secure a renewal from time to time. 

(e) The department exercises a real supervision over permit transfers and 
endeavours to see that no transfer is made except to an operator of 
substance and reliability. preferably to an existin~ transportation 
agency in the vicinity. 
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70. The Chairman of the Public Utilities Board, which issues the permits 
in Manitoba, in his able submission puts the case for perI1lits thus:-

The monopoly phase of the matter is only incidental. It is in the 
public interest that this form of transport should be dependable and to 
be dependable it must be in the hands of a reliable operator who can 
make his investment and give a service of the standard required without 
fear that he will suffer loss of business by a division of traffic. If ·permits 
were granted to many operators over the same route, it would be impos­
sible in practice to enforce observance of regulations. The threat of 
cancellation of the permit is a real check on faulty operation where 
the. permit is valuable and the grantee is operating at a profit or can see 
a profit in future operations. Maximum tolls can be fixed to protect the 
public and if insufficient or indifferent service is given the permit can be 
revoked and granted to another applicant. It is not a case of regulating 
a monopoly by conditions annexed to a certificate of "convenience and 
necessity", such as pertains in the /I Public Utility" field, in the strict 
use of that word, but rather the grant of a monopoly for the purpose of 
more effective regulation. 1 . 

71. The exclusive permit has resulted, in the case of the motor coach, in. 
securing to the public good service and the main defect in a monopoly, that of 
excessive rates, has been kept in check by departmental supervision. Indifferent 
service is not to be feared to the same extent as in the case of a natural monopoly 
like a street railway or a power or light company, for the permit can be revoked 
and granted to another' where the capital in fixed and unrealizable plant is 
comparatively insignificant. 

72. If the free play of competition does not produce good results and makes 
regulation of motor transport more difficult and the attainment of satisfactory 
standards of service impracticable, then the provincial authorities would seem to 
be justified in introducing the exclusive element into their permits to operate, 
not for the purpose of creating property rights, but for the purpose of better 
regulation and control of the traffic. 

73. There would seem to be little doubt that when motor truck regulations 
are in process of development the exclusive permit to common carriers will be 
found of value, but there will remain to be devised, satisfactory regulations for 
the control of contract carriers and of the privately-operated truck and it will 
then clearly appear that the permit is only an iQ(~ident in the process of regula­
tion, helpful in the case of the common carrier, but only a means to an end, and 
that the principles to be applied by the regulating authority to the problem in 
hand, must be found in characteristics which are inherent in the motor vehicle 
as an agency Qf transport and cannot be adapted from regulations which have 
been successful in the case of "public utilities" such as street railways, gas 
or power undertakings. Experience of the traffic alone will indicate the prin­
ciples to be applied. 

74. The following observations· made by Mr. Loree, a member of this 
commission, on the operation of highway carriers in the United States of 
America call for consideration in any plan or plans which may be devised 
for solution of the problem in Canada:-

75. "There has been some absorption of freight traffic by motor trucks. 
For the most part it has been the taking over of less than carload or package 
freight. The cost of this movement to the railroads has been very heavy. It 

1 The evidenc~ has been summarized. The words are those of the editor, but it is believed 
that the ideas are correctly stated. 
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makes necessary the provision of expensive freight stations on property well 
located in the heat'ts of the cities; it must be trucked twice across the station 
platforms, weighed and billed in small lots, stevedored in the ears at one 
terminal and unloaded in the other; while the loss and damage have been rela­
tively very high. Whether or not it is a source of profit is debated, but the 
activity of the movement is likely to be confined within a distance represented 
by the ability of the truck to make delivery and return in one working day. 

76. "There are in service 3,486,303 automotive trucks; of these 190,644 or 
5·4 per cent only, are used in common carrier service, either interstate or intra­
state and this number is so insignificant as to make any effort toward their 
control scarcely worth while. Along with the increase in numbers has grown 
an increase in carrying capacity. 

77. "Control of automotive traffic must be looked for through the police 
power of the State to ensure safety upon the highways. The blood-letting in 
the business as now conducted is appalling. In 1931 there were brought to their 
death by this agency 34,400 persons and nearly a million received injuries. Of 
these more than 41 per cent were of a serious character, ranging from slight 
contusions to maiming and crippling for life. It is an instrument more dangerous 
than was the Great War. During 18 months of the Great War 50,510 members 
'of the American Expeditionary Force were killed in action or died of wounds. 
During the 18 months ending December 31, 1931, 53,650 were killed in auto­
mobile accidents in the United States. 

78. "During the 18 months of the Great War 182,674 members of the 
American Expeditionary Force were wounded, not mortally. During the 18 
months ending December 31, 1931, 1,576,840 were wounded, not fatally, in the 
United States. 

79. "We must then expect restriction of length, height and width, limitation 
of load, including the truck and trailer combinl!tion, mechanical restriction of 
speed, limitations in the hours of labour of chauffeurs, a higher standard in their 
character and skill and other controls to markedly lessen the appalling danger 
now attending this traffic ". 
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