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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. 
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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. 



7 

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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CIIAPTER I 

I.Ol:TLDiE OF THE DEYELOnIE'XT OF TRA~SPORTATIO~ I~ 
CANADAl 

3. At this time Canada may be said to be completing the first century of 
the development of its transportation fat'ilities on a commerci:11 scale. By 
the early thirties of the nineteenth rentury 6,000 miles of post and military 
roads were construded, the Lachine, the Rideau and the Weiland canals com
plde.!, and the construrtion of the Cornwall can:11 begun. 

4. These can:11 developments were the result of the successful application 
of steam to the purposes of n:",i~:ltion. The use of the steam locomotive made 
po..~ible the l'Stablisluueut, in 1836. of the first Canadian railway. These early 
roads and railways in general sern'd territory adjacent to the inl:md water
ways and for many years there existed. during the season of navigation. intense 
competition between these two agencies of transport. 

5. This contest continued for many years, but eventually the w:1terways 
bt'rame of secondary importance. Now, after a long period of unquestioned 
suprrmary, the railways, in turn, find their sphere of intluenre rhallenged by 
the ubiquitous motor vehiC'le; at the same time the enlargement of navigation 
farilities lends renewed importanre to our inland waterways as an avenue of 
rommeree. 

6. In addition, we are on the threshold of a noteworthy development of 
aerial activities, which is hastcning the exploitation of a rich and largrly 
unprospeded hinterland. 

7. From the e:uliest days of settlement in CaMd:\, the governing bodies of 
the cOlmtry have spent public moneys. e:dendcd public credits, and made grants 
of publil'ly-owned bnds. to provide or assist in providing w!lter, road !lnd 
rail transportation facilities. 

8. Aids to n:wigation and the ronstrudion of canals and their m:1intrnsnre 
have been t'xelusivcly a charge upon the public trt'asury. The use of these 
u:wigation facilities has, since 1904, been accorded, free of tolls, to the shipping 
of all countries. A certain revenue is, however, provided by leases, rent!lls, 
wharf:\ge and elevator fees. 

9. The promise of railw:1Y ronstruction formed an integral part not only 
of the Confederation arrangement of 1867, but also of the terms upon which 
Prince Edward Island and British Columbia Ister entered the Dominion. 
The obligation to the Maritime Provinces was discharged by building entirely 
at public ('ost, the Intercolonial Railway from Halifax. XS., to the St. Law
renre at Riviere du Loup, by the construction of the Prince Edward Island 
Railway, and the provision of a train ferry between that Island and the main
land. 

10. The a!!N:'('ment to conneet British Columbia with Eastern Canada b~· a 
rllilway from the Pacific 0et'8n was fulfilled by the building of the Canadian 
Pacific Railway. Failing to interest private capital in this projeet the Govern-

1 The de ..... l<>pmt'nt of transportation in Canada. and ... rti~"larly of the rail..-.y .. bas be.on 
influ ... ~ to .,,~h an e>:tt'n! by ron.<idt'rati<>DS broa,ily political in cbuactt"r tha! a kno\\"I<"<4, .. of 
th .. hIstorical background of Canadian transportation i8 indlspt'nsable to an adt>quate appr...,ia
UOft of the pr.._nt situatioo. SID'~ no hish'ry of tbe 8ubj....,t, at on.,. rompl"te and ronc':oe. 
i. publicly a,·.,lable. an historical outlio .. is pro,·id ... t. as a n~ry introductory f~ture. 
I"t'tlt'rVillg for inclusion 118 an .pl'<'nJix a DlON f'Xt,,"dl'd and detailed hisc.>rical treatment of the 
dt'vdol'Wt'u! of Caoatii:\n Trall$~l()l'tati<>n &II a ... bole. 

9 
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ment undertook the work as a public enterprise. Later a syndicate, which 
afterwards developed into the Canadian Pacific Railway Company, entered into 
an arrangement with the Government to construct this transcontinental line in 
ten years, from 1880 to 1890. The agreement provided that the country subsi
dize the company by a gift of twenty-five million dollars, twenty-five million 
acres of land, and of the railway lines already constructed with public moneys 
at a cost exceeding thirty-seven million dollars . 

. 11. The company carried through its undertaking in five years in place of 
ten, during which time the Government paid the Canadian Pacific 110,189,521 
for 6,793,000 acres. of land relinquished by the company, and guaranteed securi
ties of the company to an amount of $15,000,000 to assist its finances over a 
difficult period. The company paid the guaranteed bonds upon maturity, and 
the country was relieved from the responsibility of the guarantee. 

12. Eighteen years after the completion of the Canadian Pacific, Parlia
ment (in 1903) authorized the building of the National Transcontinental Rail
way from Winnipeg, Manitoba, to Moncton, New Brunswick, as a part of the 
Grand Trunk Pacific project. In 1911, the construction of the Hudson Bay 
Railway was undertaken, also as a government enterprise. 

The three railways, the Intercolonial (including the Prince Edward Island 
line), the National Transcontinental, and the Hudson Bay, embodying 4,650 
miles, constructed exclusively with public moneys, have been operated by or 
on behalf of the Government of Canada. While prior to 1917 the Intercolonial 
in certain years paid operating expenses, the three railways have earned nothing 
by way of interest upon the total investment, which, together with certain 
deficits on operation, now total $512,000,000. 

13. Some years after the completion of the Canadian Pacifi~ Railway, con
struction was commenced as a private enterprise, upon a line of railway running 
from Winnipeg in a northwesterly direction, with Edmonton as its objective, 
and easterly to Port Arthur, Ontario. This line came to be known as the 
Canadian Northern Railway. It secured substantial cash subsidies, guarantees 
and land grants from the Dominion Parliament, provincial legislatures and from 
municipalities. By 1901, the line had been completed easterly to Port Arthur; 
and by 1905, westerly to Edmonton, Alberta. . 

14. In 1903, the Grand Trunk Railway, which bad been operating for over 
fifty years in Ontario and Quebec, and owned direct lines from Ontario through 
the States of Michigan and Illinois to Chicago, determined to extend its linea 
to the Pacific coast of Canada. They made application to the federal Govern
ment for a charter to construct the Grand Trunk Pacific from Winnipeg to the 
Pacific coast, and to make connection from Eastern Canada to Winnipeg through 
the United States by way of the company's Chicago lincs, and by securing 
running rights over United States railways to the border of Manitoba. 
. 15. The application was refused, but an alternative arrangement was pro
posed by the Government which contemplated the construction of the Grand 
Trunk Pacific from Winnipeg to the Pacific coast, with an eastern connection 
to be provided through a publicly-owned (National Transcontinental) line from 
Winnipeg to Moncton, N.B. via the city of Quebec. 

If, in 1903, the Grand Trunk Railway Company in the east, and the 
Canadian Northern Railway Company in the west, had been told they must 
come together and constitute a second transcontinental line, the country would 
not have been called upon to face the present gravely alarming situation, while 
a powerful corporation, with a serviceable railway from ocean to ocean, owned 
and operated by private capital, would, with the Canadian Pacific ana Inter
colonial, have gi\ren the needed transportation facilities for the present and 
rE:8sonable future requirements of Canada. 
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16. The ultimate decision of Parliament led to two transcontinental railways 
being constructed in addition to the already established Canadian Pacific Rail-
way:-

The first, by authorizing -the co~struction of ~he Grand Trll:nk Paci~c Rail
way from Winnipeg west to the PacIfic coast, whIch was finanCIally assIsted by 
important guarantees by t~e federal 90vernment, l?ge~her with the constructi~n 
of the National TranscontInental RaIlway from WInwpeg east to Moncton, VIa 
the city of Quebec, as a public enterprise at public cost. At Moncton the new 
line would connect with the Intercolonial, through to Halifax, and also give access 
to the port of Saint John, N.B. 

The second, by authorizing the Canadian Northern Railway (which received 
substantial cash mbsidies from the Dominion Government, and guarantee of 
securities) to continue its line westerly from Edmonton to the Pacific coast, and 
to extend its line easterly from Port Arthur through the provinces of Ontario and 
Quebec. 

Thus there developed by the authority of the Parliament of Canada, the 
tragedy of three transcontinental railways (providing, with branches, over four 
thousand miles of unnecessary lines), when two were all the business of Canada 
required or could support. 

17. The outbreak of war in 1914 found the uncompleted transcontinental 
lines in serious financial difficulties. In the interval between 1914 and 1916 
substantial amounts by way of direct loans and the guarantee of securities were 
obtained from the Dominion Government. In 1916 the position of the railways 
was such that the Government appointed a Royal Commission to inquire into 
the general problem of transportation in Canada. with particular reference to 
the status of each of the three transcontinental railways, the question of their 
reorganization, or their possible acquisition by the State.· 

18. The Royal Commission issued its report in 1917, and a majority tf the 
Commissioners recommended that the control of the Canadian Northern, the 
Grand Trunk and the Grand Trunk Pacific railways, together with that of the 
original government lines, be transferred to a new body to be known as the 
Dominion Railway Company, and to be operated" as one united system on 
a commercial basis under their own politically undisturbed management, on 
account of, and for the benefit of, the people of Canada". 

19. Before these recommendations had the consideration of Parliament, the 
affairs of the Canadian Northern became critical. The Dominion Government 
having already provided, or assumed responsibility for, the bulk of the capital 
of that company, determined to acquire the property as recommended by the 
Royal. Commission. At that time the Government owned 40 per cent of the 
CanadIan Northern common stock, acquired in return for subsidies and guar
antees of se?u~ities, and in November, 1917, legislation authorizing the purchase 
of the remaInIng 60 per cent of the common stock was adopted by Parliament. 
Ar~i~ators were appoiI?-ted to determine the value of these remaining shares, but 
a limIt was set by Parhament of $10,000,000. Although the arbitrators awarded 
a somewhat higher amount the sum paid was 110,000,000. 

20. The Government, also as recommended by the Royal Commission 
declined to release the Grand Trunk from its Grand Trunk Pacific obligatio~ 
and opened negotiations, early in 1918, for the acquisition of both properties. 
The proposed basis was that the Dominion Government should assume all of 
the liabilities and obligations of both companies and pay to the Grand Trunk 
Railway in perpetuity an annual sum equal to the average dividends of the 
previous ten years. This arrangement was not accepted by the Grand Trunk 
Railway and negotiations were in progress when, in March 1919, the Grand 
Trunk Pacific found itself unable to carry on, and, its pa;ent company, the 
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qrand 'Frunk Railwa~ Company, .being unable t~ provide the necessary finan
Clal assIstance, operatIon of the raIlway was contInued by the Canadian North
ern Board acting on behalf of the Minister of Railways as Receiver of the 
Grand Trunk Pacific Railway Company. The Canadian Northern Board was 
at that time operating the original government railways under the title" Cana
dian National Railways." 

21. In October, 1919, the Government agreed to become responsible in per
petuity for the dividends on certain Grand Trunk debenture and guaranteed 
stocks, and to acquire, at a valuation to be determined by arbitration, the pref
erence and common shares. The arbitration was concluded in September, 1921, 
and the majority of the arbitrators decided that the preference and common 
shares of the Grand Trunk Railway had "no value." 

22. The effect of these acquisitions was to make the country responsible 
for thE) ownership and operation of more than 22,000 miles of railway, includ
ing the National Transcontinental and Intercolonial railways. Since theb 
various railway lines, chiefly in Quebec, Nova Scotia and New Brunswick, have 
been purchased which, together with the construction of branch lines in the 
Prairie Provinces and elsewhere, has increased the mileage owned and oper
ated by the Government to 23,880 miles. 

23. In 1923, these publicly-owned railway properties, together with cer
tain subsidiary corporations, were included in the Canadian National Rail
way System, under the control and direction of a President and Board o! 
Directors appointed by the Governor General in Council. 

24. The Dominion Parliament has voted unstinted financial support to the 
administrators of the National System. Not only have the requisitions of the 
Board of Directors been freely met, but the management have from time to 
time ~ecommended, the Government has approved, and Parliament has author
ized '1nddirected the construction of additional branch'lines and the purchase 
of more or less bankrupt lines. 

25. As a result, the Canadian Pacific Railway Company, the largest tax
payer in Canada, has been subjected to the competition of publicly-owned 
and operated railway lines, supported by the financial resources of the coun
try. They had honourably discharged their original contractual obligations 
with Parliament, and the company's lines had played a great part in binding 
together the western and eastern provinces of the Dominion. By common con
sent, the company's administrators had brought faith, courage and invincible 
energy to the task of building its lines through the undeveloped west. The 
company's achievement commanded the admiration of both railway operators 
and the public, and has been a material factor in causing Canada to be fav
ourably known upon three continents. Their operations brought profit to share
holders, and the enterprise became a national asset of acknowledged value and 
importance to the Dominion. 

26. Confronted with the unrestrained competition of the publicly-owned 
railway, the Canadian Pacific claimed that to protect their. business it was 
necessary that they should meet their competitors in the construction of branch 
lines in the prairie sections, and generally In the character of service and 
equipment incident to the activity of their aggresive rival. 

27. If good ,sense had prevailed the executive officers of the two systems 
would, in 1923, have planned together to meet the transportation requi.rementa 
of the country, and would have refused to promote or permit irrational and 
wasteful competition. Irrational competition in branch line construction, and 
in widely varied services, developed and intensified inherently unhealthy ope~
ating conditions in the Canadian National Railways, incident to owners~Ip 
and operation of one unrequired transcontinental line. These conditions, WIth 
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the unexpected severity of a long period of depression, and consequent reduc
tion in tonnage and passengers available for both railways, have imposed upon 
the Canadian public, as owners of the National System, capital expenditures 
and losses of great magnitude, and have caused anxiety and deep concern to the. 
holders of securities of the Canadian Pacific Company. 

28. Government ownership of railways on a large scale as a national policy 
was not contemplated or planned by any Government and was not submitted 
for adoption to the people of Canada. But when in 1917, the Government 
refused to permit the Canadian Pacific Railway Company to negotiate for the 
majority shares of the Canadian Northern, there was practically no escape 
from Government ownership of all the railways now comprised within the 
Canadian National Railway System. The, consequent completion and operation 
of the hitherto privately-owned and operated lines with the publicly-owned 
railways followed as a. matter of course. Thus by a. combination of contractual 
obligations and parliamentary measures, the country was projected into the 
railway business on a large scale. 

II. ADMINISTRATION, CANADIAN NATIONAL RAILWAYS, 1923-1931 

29. As will be seen from the preceding outline of their development, the 
Canadian National and the Canadian Pacific Railway systems were established 
under wholly different conditions. In comparing the results of the operations of 
the two companies, this important difference should at all times be kept in mind. 

30. The Canadian Pacific Company has been developed as a single, unified 
system. The mileage added has been complementary to existing mileage. 

31. The Canadian National Railway, on the other hand, represents for the 
most part the consolidation of lines that were constructed by private companies 
and which were, in many respects, competitive systems. Hence there came to 
be included within the consolidated system ell:tensive track mileages which are 
duplications. This applies not only to the main line, but to branch lines. In 
short, while the mileage of the Canadian Pacific has been complementary, the 
Canadian National system, developed under different conditions, has been 
handicapped by heavy mileage of non-complementary lines, and the elimination 
of these duplications has yet to be accomplished. 

32. Following upon the consolidation of many lines into the Canadian 
National system, in 1923, the railway has been energetically administered, and 
has deservedly won approval by its success in welding together the various 
working forces of the separate companies in the consolidated system. 

33. Running through its administrative practices, however, has been the 
red thread of ell:travagance. The disciplinary check upon undue expenditure, 
inherent in private corporations because of their limited financial resources, has 
not been in evidence. Requisitions of the management have been endorsed 
by governments, and successive parliaments have voted money freely, if not 
lavishly. 

34. Within the railway organization there has been freedom in expenditure 
and encouragement in plans for expansion and extension of services which were 
inconsistent with prudent administrative practice. The administration failed 
to realize that this country, with the greatest railway mileage in the world 
in relation to population, could not afford further capital and maintenance 
expenditures for unwarranted branch lines, for de luxe services, for unrequired 
hotels, for the building of ships in competitive service to be shortly abandoned; 
and, generally, for costly adventures in competitive railways out of proportion 
to the needs of the countrv. 
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as. There has been in the eountry a general sense of expectancy that. the 
publicly-own~ enterprise. should give all and sundry the railway service 
desi~, and there is no e\;dence that the represent~ti\"es of the people in PaI'o 
liament. exercised any appreciable restraint. upon railway estimates placed before 
them. 

III. CANADIAN NATIONAL FINANCING 

36. The cash outlay of the Dominion Gonrnment. and the guarantee of 
securities for the railways now romprising the Canadian National System had. 
up to December 31, 1931, amol1nt~ to $2,536,665,089. This sum ineludes 
amounts expended on the Eastern Lines of the Canadian National System and 
on the Hudson Bay Railway, a Goyernmcnt enterprise "'hich is operated by 
the Canadian National management. on behalf of the Go\-ernment.. 

(e) Cad Ouilar-
InVMtment in Goverum .. nt Rail~ ..•............................ I 
D..fil'"its 01 GOvenun .. Dt Railways (to l)e(,ember 31. 1m)....... . . 
WorkiDc eapitallor GovenuneDt Railways ......................... . 
Cash eubsidi ... to Railways ...................................... . 
Caeh ...... to Cuadisa Natioaal S.ratea (in which aN bao:haded 

opera'~ deficitsl. . . . . .. . . . . . . •. . . . . . . .. ... . . . . ......• 
De!il'ita 011 ~_rn Linea (e.acludina ~ ndu""ioa &<'("()Unt Maritime 

FreiIFbt RatM,.... . . . . . . . . . . . • . . . . . . . . . . . . . . . . .. . . . ..... 
Af'qlliaitlOll 01 Cuadiaa North ... stork ...•.......... 

m.m.liG 
5~. 9f10.11M 
15. 74~. p"n 
".0S4.1:!O 

M.fliiil.m 
10.000.000 

Ot.her JllQ'menta. . . . . . . . • • . . . . . . . . • • . .. • .. 22.5OIi.&15 
-----11.101.441.1" 

(/I) C,.il: Liabilities outatandina-
Guaru'- 01 Raih.ay _itiM.... . . . . . . . . . . . . . . . . .. .. .. ... . ... I t7t1.H2.!90 
U~ ........ teed (nominally) Cuadisa Natioaal Railways-nu.e . 305.8l/4.1H7 
Liabilities 01 Nort.hen Albena Railwa.y.................. .. ...... 10.0lI0.0lI0 

----- 1l.2~8.451.207 
Total. Railwa.y. DOW eom~~ C.-:lisa Natioaal SysteIQ. .. .......... 1I • .x7 ... ".4oe 
Hud_ Bay Raihrayand T_inala........ ................................ ...7 .... 0/1.1 

Gl'aIld total........ . . . . . . . . . .. . . . . . .. .. . ........ . 

37. It. will be observed that the Dominion Treasury haa expended on or 
furnished to these publicly-own~ railway properties cash amounting to one 
billion two hundred and one millions of dollars ($1,201,000,000) exclusive of 
the Hudson Bay Railway. 

38. The Treasury has charged, but has not. received from the Canadian 
National Railways, simple interest. upon ita cash loans. There is no reason 
to believe that. the capital sum will ever be repaid. or that it. will have at. &111 
time a realiJable value. 

39. The Dominion Treasury is also liable for payment. of the guaranteed 
interest upon $970,562,290 of bonds, as well as the principal sum at maturity. 
In addition, by provision for deficits and refunding, it accepts liability for the 
interest upon and principal sum of $315,894,917 of bonds in the hands of the 
public, which. though not. specifically guaranteed, are, in effect. a liability of 
the Government, as the bonds are secured by mortg~ge upon lines "'hich are a 
necessary pan of the National System. 

40. In the absence of net. revenue sufficient. to eover the int~ charges 
(amounting in 1931 to approximately $56,000,000) upon the aeeurities in the 
hands of the public, the country must continue to advance the cash necessary 
to pay the unearned interest.. The country must also provide the cash necessary 
to meet all maturing obligations and all capital expenditures for additions, 
betterments· and new equipment.. 
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IV. COMPARATIVE EARNINGS 

41. A comparison of the earnings of these two transcontinental systems for 
nine years (1923-1931 inclusive) is herewith set up:-

Mileage ............................................ . 

Transportation 01-

Canadian 
National 

23,880 

}·reiaht .......................................................... S 1,714,051,687 
1' ... 88l1li81"11........ ................................................ 321,5.10,922 
Mail........ . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . .. . . . . 33,158,717 

5ili:B~;.vi~~: j,;~I;;(j;'.;g ·til~K;,;,pb: ~t;,~.: ir;;;ilh'i: ~~d ·b.;gg;.g~·, 124,337,077 
demulTll£e, switohing, ete...... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 144,715, 491 

S 

Canadian 
Pacifio 

16,886 

1,278,281,397 
303,421, «4 
34,177,966 
97,887,917 

172,034,966 
1-----------1-----------

To"" OpM'Oli"ll ReIl6n .................................................. S 2,331,793,894 S 1,885,803,690 

DaDDCT O,I\RATmO EX'IIHDlTURE8 

Maintenance of roadway and structures ................................ S 
Maintenance of rollina .tock ......................................... . 
Sundry Traffio Expen8ea, eoIicitation of bU8ineaa, publishing and filing 

tariff., ete ....................................................... . 
Tranoportation ExpenBeB, including w8&tla of train crewa, locomotive 

433,085,344 S 279,021,976 
449,367,762 319,010,6201 

66,025,579 64,375,038 

luel, aervioea at stationa, et.o ..................................... . 
:M lac.llaneoua operation., inc1udinl dining aervice, grain elevator opera-

tion, eto ....................................................... . 
General !>xpenaea, inoluding aalariee aDd expenaea 01 officetll and clerks, 

eto.,I~gal expense, eto ............................................ . 

1,023,650,171 745,3019,91;1 

21,913,837 32,996,863 

73,162,366 43,110,152 

Leu Credit lor that portion of these expen_ Incurred in making im-
provements, train. carrying con8truction materiala, eto .......... . 10,622,812 105,838 

1-----------1-----------
Total Operating Expense ............................. . 

Opmlli"ll Sllf'pl ........ ........................................... . 
S 2,056,582,047 S 1,473,218,728 
S 281,211,847 S 412,584,962 

EX'.NDITURIIII DI\DDcraJ) PROM OURATmO SDRPLD8 

Taxe •..•....•..•..................................................... 
Uncollectable roVOlnue written off .................................... . 
Rental. for rollinl stock hired le81 rontaIe received lrom others ........ Dr. 

Ren~f:J:~ifh~~~~:~~~.!~. ~.~~~i~. ~~~ .~:.~ie~ .u~ed Cr. 

45,426,397 47,980,820 
44l,313 Dr. 293 

23,7114,451 Cr. 15,m,IIil 

576,417 271,936 
1---------1---------

Total E.penditure8 from Operating Surplus.... . .. . . . . . . . S 
Net Railway Operationg Income..... .. .. . . . . . . .. . . . . . . . . . . .. . .. . ... 
.... dd Net Income lrom properties not part 01 Transportation plant, but 

connected thereto, e.g., telegraph., hotels, BtftUnahipe etc., also 
adju.tmt>nts which affect the Income of the Period; and Canadian 
Pacific Railway pen8ions (included by Canadian National Railway 
in General Ezpen .. ) ............................................... S 

70,241,578 S 32.265,206 
210,970,269 380,319,756 

8,759,749 S 501,698,9113 
1---------1---------

Amount avnilable lor payment of Interest and dividends ............... S 219,730,018 S 436,018,748 
Interest paid 011 securities in hande of pUblic ..... , ..................... S 387,782,775 S 122,138,771 
Discount on 88Ouriti •• no\cleared ..................................... S 14,389,776 
Deficit... .. . .. . ... . .. . . . . . .... .... ... . . . . . .. ....................... S 182,442,633 
SurplulAvailable lor Dividends ....................................................... S 312,878,978 

V. THE FINANCIAL POSITION-BOTH SYSTEMS 

~, Net income available for interest and dividends is' the significant factor 
in the economic life of a railway system. In the case of the two Canadian rail
ways there has been a marked fan in net income in the years since 1928. That 
the true picture may appear, figures are appended for the nine-year period 1923 
to UI31 inclusive. . These show in separate columns the net earnings from rail-
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way operations after taxes have been met, the net income receivable after charges 
for hire of equipment, joint agreements, etc., had been met, and, finally, the 
interest demands. 

The Canadian Pacific, in 1923 and for some years thereafter, was in a strong 
position. in this respect, as the following statement shows:-

Year 

1923., ...................................................... . 
1924 ....................................................... . 
1925 ........................................................ . 
1926 ....................................................... . 
1927 ....................................................... . 
1928 ....................................................... . 
1929 ........................................................ . 
1930 ....................................................... . 
1931. ...................................................... . 

Railway 
OJ>8ratina 

Income 

34,377,815 • 
33,947,358 
40,466,752 
48,481,423 
42,195,457 
55,527,884 
47,454,900 
37,935,3511 
28,216,901 

N-'Income 

45,3114,457 • 
43,378,1117 
47,8.12,609 
52,670,173 
48,008,141 
61,864,295 

. 65,573,2110 
62,467,OO~ 
30,267,128 

10,9110.933 
11,1102,733 
11,012,414 
12.321.11110 
13,107.790 
13,007,722 
13,800.4118 
16,769,154 
18,765,617 

During these years dividends on preferred and common shares totaIIing 
$278,941,381 were paid and $36,375,124 added to surplus. In these figures, how
ever, are included Special Income from Steamships, Lands, Mines and other 
investments amounting to $65,382,600. It was not until 1931 that the decline 
in net income, coupled with the increase in interest charges on the funded debt, 
began to give concern by leaving an insufficient margin for dividends, 

43. The reduction in net income from the peak of 1928 was more pronounced 
in the case of the Canadian National Railways, as will appear from the fol
lowing:-

Year 
Railway 

Operating Income 
or Deficit 

Net 
Ineomeor 

Deficit 

1923............................................ • 17,082,972 • 13,501,4149 • 
14,772,328 
30,443,853 
41,5116,242 
36,325,419 
44,449,7!1O 
32,095,275 
15,730,221 

1924........ ...... ... .. ...... .. .. .. . . ....... ... . 13,216,871 
1925........ . .. . . . .. .. . .. .. .. . . .. .. . . .. .. . .. . .. . 28,746,699 
1926............................................ 42,215,214 
1927.... . .. . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,712,344 
1928............................................ 49,557,977 
1929............................................ 36,370,098 
1930........ . .. .. ... ... ..... .. . .. ..... ... .. ..... 16,045,379 
1931. ........................................... (Deficit) 4,626,419 (Deficit) 6,282,650 

IotenlB\ 
due 

Public 

35,041,3110 
311,361,704 
40,438,236 
39,197,233 
40,526,()<J6 
41,810,8711 
45,503,9711 
51,316,121 
65,687,146 

From the foregoing it will be noted that the increasing demands for interest 
upon income account added greatly to the embnrrassment of the Canadian 
National net position, whereas the reverse was the case with the Canadian 
Pacific, whose income from subsidiary sources was available to augment the 
net earnings. It will also be observed that the decline in the net income 
of the Canadian Pacific between 1928 and 1931 was only $31,597,169, whereas 
that of the Canadian National declined by $49,732,430. On the other hand, the 
interest charges of the Canadian Pacific over· the same period increased by 
$5,757,795, while those of the Canadian National increased by $13,776,266. 

Taking the years 1923 and 1!131 of the nine-year period, the drop in net 
income in the case of the Canadian Pacific was $15,127,331 and of the Cana
dian National, $18,784,299. The interest charges grew from $10,950,933 to $18,-
765,517 over the same period in' the case of the Canadian Pacific, and from 
$35,041,380 to $55,587,145 in the case of the Canadian National. The latter 
sum is the interest due the public only by the Canadian National and does not 
take in account advances from the Government, the interest on which in ] 93) 
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amounted to an additional $32,643,624. In 1923 the interest on loans and 
advances from the Government amounted to $30,157,943. Since reorganization 
there has been an increasing reliance upon railway borrowings under Govern
ment guarantee, and a lessening of cash loans from the public treasury. 

The losses of the National System during the period 1923-1931 were:-
Elce88 of interest due publio over Net Income..... . ............ $ 168.052,757 
Interest on Government Loans........................... ............ 288,010,438 

S 456,063,195 

In arriving at this amount, and in accordance with established practice, no 
account is taken of interest on the capital investment in the Canadian Govern
ment Railways (i.e. the Intercolonial and National Transcontinental lines), nor 
have depreciation reserves been set up except in the case of lines operated in 
the United States. 

VI. ACCOUNTING METHODS 

44. In connection with the foregoing statement of operating results, and 
also with respect to the comparative statement of capital expenditures which 
is to follow, it is necessary to make reference to certain differences in accounting 
methods of the two companies. 

The accounting practice relative to new equipment differs. The Canadian 
National charges the entire cost of new equipment to its investment account. 
The Canadian Pacific charges part of the cost to a reserve account built up from 
its operating revenues, and the balance to its investment account. With both 
companies maintenance of equipment including major repairs and retirements 
of equipment are charged to current operating expenses. Since 1930 the practice 
of the Canadian Pacific has been uniform with that of the Canadian National 
in charging the entire cost of new equipment to its investment account. 

45. Neither company provides reserves for depreciation for its Canadian 
lines; no depreciation is provided for in connection with telegraphs, hotels, 
steamships, or for rolling stock and other property of subsidiaries. 

In the United States both railways follow the practice of setting up depre
ciation on equipment as prescribed by the Interstate Commerce Commission. 

46. With the exception of provision for depreciation the Interstate Com
meree Commission classification of accounts is followed by the Canadian National 
in its books, and in the form of its annual report. The Canadian Pacific, in 
setting up its accounts, does not follow the Interstate Commerce Commission 
classification, though it is claimed for the Canadian Pacific Railway that the 
classification is SUbstantially the same, and that in all ordinary distribution of 
accounts there would be no major differences. But as regards Telegraphs, 
Express, Steamships and Pensions the Canadian Pacific has followed one method 
and the Canadian National another. 

47. In the annual returns to the Bureau of Statistics of the Dominion both 
companies are obliged to follow a standard classification of railway accounts 
laid down by the Bureau. The form of return; while in general similar to that 
required by the Interstate Commerce Commission, does not include provision for 
depreciation reserves. 

48. In our analysis of the Canadian National Railway accounts it has been 
necessary to recast the operating figures since 1927 to include the Eastern Lines 
with the System figures. 

The Maritime Freight Rates Act of 1927, as applied to the Canadian 
National Railways accounts, results in the exclusion of all operations of the com
pany east of Levis from the System figures and the production of a separate 
operating return. 

54781-1 
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No good purpose is served by luch a division in the accounts, and a 
great deal of confusion .arisel through the present method of presenting two 
separate deficits. 

This commission is of the opinion that the Maritime Freight Rates Act 
should be applied to the Canadian National Railways in a similar manner to 
that of other railways within the territory described in the Act, and that steps 
should be taken to provide for the inclusion of Canadian National Eastern Linca 
operating accounts as part of the System accounts, so that the Canadian National 
Income Deficit shall be all-inclusive. . 



CHAPTER II 

CAPITAL EXPENDITURES 

49. From the following statement of capital expenditures it will be seen that, 
in the nine-year period 1923-1931 inclusive, the investment account of the two 
systems was increased by $805,122,311. This amount includes the construction 
and acquisition of branch lines, terminal developments, additions and betterments 
to roadways, improvements to rolling stock, and river services, coastal services, 
hotels, telegraphs and, in the case of the Canadian Pacific, ocean steamships. 
Of this total the Canadian National expended $456,345,456, and the Canadian 
Pacific, $348,776,855. 

I. CAPITAL EXPENDITURES, 1923-1931 

Canadian National 

1. New lines constructed or acquired : 
a. In Canada............................ .......... 89,908,940 
b, In United State ............................. , .. . . 2,127,940 

• • 
Canadian 

Pacific 

• 
10,414,666 

92,036,880 1-----
2. Montreal Terminal Development (Chapter 12,1929)..... .............. 14,636,817 
3. Additions and betterments to Roadway-

Canad~......... . .. . .. .. ... ... ...... ...... . ..... ... 108,745,244 
United Rtates Lines..... ... ... ... ........... . ...... 33,766,047 
Central Vermont................................... 7,431,807 

Separately operated railways ...................................................... . 

Total additions and betterments to roadway ... 1"'·---- 149,913,098 

4. Rolling Stock-
Canada ........................................... . 
United State. Lines .............................. .. 
Central Vermont .................................. . 

5a. Lake and River Services-
Canada ........................................... . 
United States Line ................................ . 

5b. Railway Telegraphs-
Canada ......................................... : .. 
U.S. Lines ........................................ . 

120,873,277 
7,319,141 
4,802,403 

1-----
2,639,143 

132,994,821 

1,960,151 4,599,294 

1,831,291 
545,868 

2,377,159 

79,605,428 

4,630,304 

84,235,732 

65,964,010 

178,254 

Total rail and Inland Water Lines.............. .............. 396,588,129 220,792,662 

6. Investment in rai!waysjointly owned by the two systems. .. ...... ..... 17,935,558 16,559,800 
7. Coastal Services........................................ .............. 7,201,117 6,339,304 
8. Hotels................................................. .............. 22,153,824 46,887,999 
9. Commercial Telegraphs.. .. . . . .. .. .. .. . .. .. .. .. . .. .. ... .............. Ii, 960, 760 6,187,007 

10. Investments in other companies......................... .............. 6,506,068 1,738,747 
I------------r-----

11. Ocoan SJ=!h·ij,~·.:: ::::::: :::: ::::::::::::: :::: ::::::: :::::: :::::: :: .. ~~:~~:~5~. 2::~~~:;~: 
456,345.456 348,776,855 

II. BRANCH LINE EXPENDITURE 

50. An outstanding feature of this large expenditure is the amount spent 
on branch lines. The two railways expended, during the nine-year period, 
$162,451,546 in the construction and acquisition of branch lines totalling 
5,018'60 miles. A policy of co-operation would have avoided a considerable 

19 
54787-26 
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part of this expenditure, probably one-third. This mileage is equivalent to 
the provision of a line of railway e.'\tending from Halifax to Yancouver and 
back again to the Manitoba boundary. 

This branch line expenditure may be 8UDllIlariled aa follo\\"s:-

CoaetnactioD AoqlliaitioD I Total 

Caudiau NatiODal Railway........... .... ...... ...........• '73.2.'16.1170' 18.780.309',1. 
Caudiau PaciJio Railway.................................. &a.OO7.288 •• 347.3;'11. 

Total ........................................... 138.323.8511,' ,..127,087
1
' 

82.030.879 
70 •• 1 •• G60 

IG2."'I.au 

MILEAGE INYOLVED 

Caudiau National Railway............................ .... 1.891·31 6411·87 I.SU·. 
CaDadiau PaciJio Railway.................................. 1.1Ila·' 207·. 1 •• i3·. 

r-------+-------+--------
Total....................... ................... .,161·23 lIm·n •. 018·00 

51. The foregoing statement. does not take into account. the acquisition, in 
1929, on joint. account for the two systems, of the Northern Alberta railways 
from the Alberta provincial government, comprising 915 miles of line, and cost
ing $30,000,000. 

52. Canadian National e).-pendit.ures by provinces for lines constructed were 
as follows:-

Nova Broda ............................................................. . 
Prince Edward Ldaod ................................................... . 
Quebeo ................................................................. . 
Ontario ................................................................. . 
Manitoba .............................................................. .. 
Saskat.che .......................... ; ................................... .. 
Alberta ............................................. · .. ········· ....... . 
Britiah Columbia ...................................................... .. 

1.'TM.&911 
367.708 

'.038.873 
1.413.813 
'.W.744 

10.800 .... 1 
1.6.'18.291 
S.210.8M ------• 7.1211.1130 

Michigan (U.S.A.).......... ............... ............... ............... 1.127.140 

Total Expenditure.......................................... .• 71.258.170 

53. Branch line expenditures by the Canadian Pacific, 
provinces, were:-

Queb.o ................................................................. · •. 
Ontario ..................................................... ····· .. ·· ... . 
Manitoba ........................................................ •· .. ·· .. 
Saskatohe .............................................. ··· .. ···· .. · .... ·• 
Alberta .............................................. · ..... · ........... .. 
:British Columbia ....................................................... . 

1923-1931, by 

l.m.0G2 
633.4M 
n.m 

18.~.673 
18.13S.401 
I. 160. U1 

Total Espenditure......................................... ... &a. 067. 288 
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III. COSTS . OFB~"cH LINE CONSTRUCTION 

Canadian National Cuadian Pacific 

Miles 

Linea uDder l'OIIstructioa Juuary 1. 1923. placed ;0 

Average 
cost 

per mile 

oPl'ralioD 1923-31. .....•.................. _....... 319-21 S 40.Jlt 
Linea atarted sub...queot to Juuary 1. 1923. placed in 

oPl'ralioD IU~I.. ......... , .... _ ...... _ ....... _. l,on-4!! 48,396 
Linea uDder ODuuuetioD. December 31. 1931.. . . . . . . . 498· 70 51,6t0 

Miles 

324·1 S 

1,31tH 
425-4 

Average 
"""-t 

per mile 

33,470 

31.763 
30,2:.'9 

i-------i-------r------i-------Total.................................... 1,893·33 S 47,872 2,263·9 S 32,000 

Llt"M8 coat Canadian N.tional oonstn.ctiOD. 1.893·33 miles. at $13,861 per mile ............ $ 30,073.201 

M. It will be observed that the average cost per mile in the case of the 
Canadian National has shown a progressive increase rising from $40,214 to 
$51,640 over the period, while the average cost per mile of the Canadian Pacific 
over the same period has declined from $35,470 to $30,229. The cost of 
individual branch lines varies not only as between the two systems but as 
between branches of the same system; nevertheless, a majority of the lines 
were built in similar territory for like purposes. This difference in costs repre
senta an addition to the annual interest charge of almost $800 per mile. 

IV. BRANCH LI:r-."E CONSTRUCTION POLICIES 

55, Canadian railway development during the past decade has consisted 
almost entirely of the construction of branch lines and both companies have 
followed practically the same policy. Your commissioners have questioned the 
representatives of both lines as to justification for the construction or acquisition 
of this additional mileage. The- explimations given are not such as to convince 
us that this policy has been sound or wise. 

56. On behalf of the Canadian Pacific it was stated that the company had 
been forced to anticipate the building of branch lines, the construction of which 
might have been deferred without injury to the public, and that protective 
lines had had to be projected under a threat of invasion by the Canadian 
National. 

57. The Canadian National stated that to refrain from branch line con
struction would result in the system being deprived of any opportunity for 
reasonable and proper development. Strategic territories, contiguous to their 
main lines, would be entered by their rival and, while admitting that they 
entered upon the construction of lines not immediately required, they defended 
this policy on the ground that to open up new territ{)ry in anticipation of 
settlement and immigration, and to maintain the company's relative position 
with regard to the rival transport enterprise, was in the long run justified. 

58. To sum up, it is clear that there was intense rivalry between the· two 
systems in new territory, particularly in the provinces of Saskatchewan and 
Alberta. The construction program of one company was responded to by an 
equal or greater program of construction of the other. The development of 
this territ{)ry did not meet eA-pectations, and the railways now find themselves 
with additional traffic mileage and an increased burden of capital charge. 

59. It would be fruitless at this stage to apportion the blame for the compe
tition in branch line construction, but there is no doubt as to the disastrous 
effects of this competition, and it is imperative that conditions be imposed that 
will make impossible a repetition of the rivalry in the extension of railway 
mileage that marked the period from 1923 to 1931. 
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V. ACQUISITION OF BRANCH LINES BY PURCHASE 

60. In 1914, the Government acquired the New Brunswick and Prince 
Edward Island Railway. This railway. was neceBBary to provide a connection 
for the Prince Edward Island train ferry. In 1916, the Quebec and Saguenay 
Railway was added to the Government railways. Between 1918 and 1920 
nine other short railways "'ere acquired by the Government, making altogethe; 
an addition of eleven short railways to the Government railways. In 1929 a 
further six short railways in Eastern Canada were taken over by the Canadian 
National Railways. The total eosl of these railways, including the amounts 
spent on betterments and improvements, amounts to approximately 135,000,000. 

RAILWAYS TAKEN OVER BY THE GOVERNMENT 
Prior to 1018-

Cost ................................ · ....................... 1 1,759,313 
Rehabilitation.................... .................... ..... 1,800,373 

1018 to 10.lO- ----II 8,880,888 

~~biii~i~::.::::::::::::::::::::::::::::::::::::::::::1 u::m 
8,641,. 

Total. ............................ ~ .......................... I 18,201.848 

RAILWAYS TAKEN OVER BY THE CANADIAN NATIONAL RAILWAYS 

lnvemess Railway ...................... . 
Cost ................................ . 
Rehabilitation ...................... . 

Kent Northern ........................ .. 
Cost ................................ . 
Rehabilitation ...................... . 

Gaspe Lines ....•........................ 
Cost ................................ . 
Rehabilitation ...................... . 

St. John and Quebeo Railway ..••.••..•.• 
Cost ................................ . 

Quebec, Montreal and Southern .........• 
Cost ................................ . 
Rehabilitation ...................... . 

Montreal Tram Lines ................... . 
Cost ................................ . 

MiJee 
60·71 

28·7. 

202·38 

188·27 

IDl·crJ 

10·M 

Total ............................ 849·88 

I 315,000 
243,896 • 1118.318 

60,000 
71,498 

131.498 

1,800,000 
487,881 

1.1187.881 

11,000,000 
11.000,000 

8,1120,361 
1144,271 

11.764.632 

1,278.202 
1.278.2crJ 

18,780,aot 

84,981.8M Grand total ..................................... · ......... I===-... 

Coft 
per mile 

• 10.178 

4.81' 

ID.701 

37.DI0 

38.41a 

1111,882 

61. In explaining the 1929 acquisitions it was stated by represen~ative. 
of the Canadian National Railways that the" technical" recomme~dation to 
purchase came from the Canadian National management but that, WIth regard 
to some of them, it was recognized that they were not of advant.age from a 
strictly railway point of view. All of them were, however, in a ~mtory served 
by the Canadian Government Railways and were natural. adjuncts to. that 
system. It was also stated that the service on these short bnes under pnvate 
ownership had been, for the most part, unsatisfactory, and that this le~ to a 
strong public demand that the Government should take over the ra~way •• 
This agitation finally resulted in the lines being taken over, although It was 
admitted that the condition of these roads and their earning power were such 
that they must be a burden on the railway system. The recommendation of the 
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management is understandable under the circumstances, but the commission 
believes that it would have been hetter had the Government assumed this 
burden directly and thus avoided saddling the railways with capital charges 
and operating expenses resulting from the purchase of railways based solely on 
a public policy. 

62. During the years 1923 to 1931 the Canadian Pacific also took over 
four short lines, two in Western and two in Eastern Canada. The cost of these 
acquisitions was:-

Cost 
Miles per mile 

Algoma Eastern Railway...................... 86·1 
Hereford Railway............................. 22·8 
Lacombe and Northwesoorly Jackson-Breton.. 72·0 
Manitoba Great Northern................. .. .•• 26·9 

• 3,462,800 • 40,2UI 
46,378 2,061 

1,773,700 24,638 
64,800 2,409 

Total........... . ....•.. .. ...•.. .•• 207·8 • 8,347,378 

VI. HOTELS 

63. The Canadian National and the Canadian Pacific Railways own 
twenty hotels and twelve summer resorts, and are financially interested in a 
number of other hotels and pleasure resorts. In the case of the Canadian 
National the hotels and resorts are operated as part of the railway organization; 
in the case of the Canadian Pacific they are separate organizations. 

64. The Canadian National hotel investment, at December 31, 1931, 
amounted to $31,828,234, and the Canadian Pacific, $71,148,772, a total of 
'102,977,006. 

65 .. The following statements show the total investment in hotels at 
December 31, 1922, and also the investment at December 31, 1931. It will be 
seen from this statement that the Canadian National increased its investment 
in hotels during that period by 229 per cent and that the Canadian Pacific 
increased its investment by 193 per. cent. 

HOTEL INVESTMENT ACCOUNT-CANADIAN NATIONAL RAILWAYS 

As at December 31 

1922 1931 

I 
CharlottetownL,. Charlottetown, P.E.I ....... 0 ....... 0 • • • .. •• • ............ . 

Pictou Lodge, rictou, N.S ......................... 0 .. 0 .................. 0 

Nova Scotian I Halifax, N.S ................... 0 .... 0 .. 0.0 .. 00 •• 0 ........ . 

Chateau Launer, Ottawa, Ont ........ 0..................... lI,608,636 
Highland Inn and Campa, Algonquin Park, Onto .... 0 ••••• 0 179,515 

Minaki ~odge, Minaki, Ont ........................ 0 .. 0 ............... 0 ... 

Nipigon Lodge .... Lake Nipigon, Ont •..•.......... 0.......... 24,086 
Prmoe Arthur, Yon Arthur, On, ....... 0 .............. 0..... 1,098,090 
Prines Edward, BrBIldon, Man ............... 0.............. 499,472 
Fort GIUTy, Winnipeg. Man................................. 2,754,004 
GrBIld Beac~ Lake Winnipeg, Man ..... 0 0.................. 300,025 
Macdonald, l'dmonton, Alta ............ 0 •••••• 0 •••• 0 '.0 0.... 2,155,414 
Jasper Park Lodge, Jasper, Alta .. 0.0 ••••• 0 ........ 0 0 ••• , •• • 55,168 

UNDB. CONSTRUCTION 

~:'=~C"::n~~:::.:::::::::::: :::::::::::::: :::::::::::::: 

I 
853,351 
200,554 

2,440,928 
8,639,247 

173,334 

1,090,668 
37,639 

1,177,349 
523,080 

2,886,818 
418,722 

2,226,060 
2,576,744 

5,958,812 
2.624,928 

Increase 
during 
Period 

S 
853,351 
200,554 

2,440,928 
6,030,611 

6,181 
(Dec.) 

1,090,668 
13,553 
79,259 
23,608 

132,814 
118,697 
70,646 

2,521,576 

5,958,812 
2,624,928 

Totals .............. 0 ......................... . 

I--------r-------·I--------
9,674,410 31,828,234 22,153,824 
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HOTEL INVESTMENT ACCOtrNT-CANADIAN PACmC RAD..WAY 

11123 1831 

• Algonquin. S'- Andrews. N.D.......................... ..... 1.2S7.~ 
Banff Springs. Banff. Alta. .••. .. . ....... . . ....... . . . . . .... . 1.741.763 
Chateau, Lake Louise, Alta. . . . . . . . . . • . • . . . . . . . . . • . . . . . . . . . I. 64S. oa. 
Chateau Frontenac. Quebec. Que........................... '.085.2UI 
CoruwaUis Inn. Kentville. N .S. . . . . . . . . . . . . . . . . . . . . . . • . • . •. ..... .. . .. 
Emprees. Victoria, B.C..................................... l.m.017 
Palliser. Calgary. Alta.. .•................................. I, 7lIO,~ 
Pines. Digby, N.S •......•...•...............•...•.•.•.•.•.............. 
Place Viger, Mont.n!al, Que................................. 018.0711 
Royal Alemndra, Winnipeg, MIlD........................... 1,8S7.7.l8 
!toyal York. Toronto, On, ............................................. . 
8aakatchewan, Regina, 8aak......... . . . . . . . . . . . . . . . . . . . . . .. . ........... . 
Vanrouver. Vancouver. B.C................................ 1,052.0711 
Crystal Garden, Victoria, B.C.............................. 2S4.322 
Campe and Reata.......................................... 6II.ti7 
London, England •••••.........................••.•.•.•...•.....•.. 
M~eoue.............................................. OG5.t23 

• 1.~.033 
8.11«.3,2 
3 •• 13.8ot 
.,871.703 

7ff.MO 
1.612.3\16 
'.615.602 
1NO.~1 
951.fS6 

1.213.7" 
18.fk2.311 
I.Me.IIIS 
8.337 •• 12 

2M. 122 
1105.736 

1,.78.058 
869,332 

Totala.......................... ..... .•.... .•.•. M.IOO.m 71.lfI.m 

Grand totala......................... ..... ..... 33.835,183 102.871.000 

• 168.2l3 
8.102.Il00 
1.787.870 
'-7li6.4S7 

7ff.Me 
1.\120.379 
1,1124.518 
1NO.~1 
33.407 

IM.Il'<G 
18.fk2.313 
1.&.\0.1118 
1.3b4,333 

a..,.:ji. 
1 •• 78.0.'18 

116.0111 
(Deo.) 

".1187.900 

09.041.823 

66. The financial result.! of the operation of the hotels as sbo'i\11 by the 
following statement.! do not include any sums for interest on the inVtstmenta 
nor for depreciation. It will be seen that tbe hotels belonging to tbe Canadian 
National show an actual operating loss of $2,130,924 in the nine-year period. 
If interest on investment and an adequate sum for depreciation are included, 
this loss would be substantially increased. For the Canadian Pacific the 
statement shows an operating profit of $7,468,827, but bere again if interest 
on investment and an adequate allowance for depreciation are included this 
profit would be converted into a substantial loss. 

CANADIAN NATIONAL RAILWAY HOTELS 

~= OperatiAc 

\alee 
..... 

• • • 

22,171.359 

I.W.SIlO 182.'7'20 
1.0\13.218 2\17.113' 
2.01<2.301 7 •• 3(,8 

1.340.316 118.7ee 
1.5\$.146 13.122 
1.7IG.ott 13.$.0.'. 
•• f171.5li7 1.0"8.5i6 
l.m.OOl IZ5.068 
I.lff.~ Ilia.310 

M.JOI.N 1.130.11U 

1923 ......................................... ,"' . . . . . . . 1.790. \169 
19:1f... ...... . .......... .................................... I. m.m 
1925 ...................... , ......... " . . . . . .. .. .. .. . . . . . . ... 1.005.835 
1926........ ................................................ 1.301.547 
1927........ ................................................ 1.5I\e.02" 
1928....... ............... ..... ............................. 1.583.990 
1929 ..• ;.................. .....•.......... ............... ... 2.~.OI3 
11130'................................................. 3.168.1172 
1931 ................... ; ...............................•.... ~_I..:.._IIS_l;...t30_I-___ +_-:-:':-:-:~ 
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CA~ADU.N PACIFIC RAILWAY HOTELS 

I 
ExpeIl!l8S 

__________________ .f-_~_'_-__ :--iad-\U-U~-~-IIg-.i-()pera-pt;)-fi~-·nc-

1m ... 
1!r24. " 
1\1"25 
1!f:?6" " 
lit"Ji 
1~2S " 
19:.>9" . 
111:<0 ." 
11'31 . 

• 4.910.068 
5.100.3-41 
5. ~05. 931 
6.135.343 
6.663.9'.';; 
7.354. liS 

10.120. f>42 
9. 646. 55i 
7.3iS.Ml 

63,ll~·s.."91 

• 4 3.,·, ~ol 
4: 5:.6: i;o 
4.!04~.5;l2 
5.139.3-41 
5.Mj).~20 
6. 3.'S. O!S 
S.4i1.6IS 
S. 926. 931 
7.060.141 

55.644. 002 1 

• 607,l7i 
M4 2.>1 
S';6:3i09 
(0;"06.002 
~I i.568 
1/69.100 

1.(49.0"24 
.19, 6~6 
300. ;00 

~ 0l'Il:-The Caudiaa Pacific ezcludea i...-e.runentll OD hotels ... d resorts ..-here they do DOt hold 
C!OIItrol, 

67, An analysis of investments in hotels reflects similar results from 
competitive conditions to those which prevailed between the two railway;; in 
the larger Ephere of operations, with practically similar results-the Canadian 
National steadily increasing its investment despite increAsing losses, and the 
Canadian Pacific adding to its investment to an e\'en greater Cl.'ient than it., 
competitor, without commensurate rcturn on the inwstment, 

68. Both the Canadian National and the Canadian Pacific acted on the 
a..~umption that, while these hotel venture;; had not been profitable in them
eeln'S, they might be essential from the stAndpoint of larger policy since they 
would afford the necessary stimulus to passenger traffic. 

69. The Canadian Pacific has shted that in no case has that company 
built an hotel in any city where an hotel had already been erected by its com
petitor. This cannot be said of the Canadian Xational, but, in fairness to that 
c.ompany, it should be mentiont'd that their hotd at Winnipeg was constructro 
in connection "'ith the Grand Trunk Pacific vcnture, and taken oyer with that 
property. 

;0. There are two modern hotels at Halifax where one would ha\'e been 
ample for the requirements of the public. The Cansdian Pacific is interestt'd 
to the extent of $350.000 in the Lord Xelson Hotel. snd the Canadian Xational 
has in\"t'~ted $2.440,928 of public money in a terminal hotel originally estimatt'd 
to cost one-half of that amount. 

71. Duplication of botel facilities on 8 lsrge scale is also under wsy at 
Vaneou\·er. There this commission held its ses>:ions in the sbadow of an 
immense hotel structure in course of erection for Canadian Xational Railways, 
on which $5.958.812 hM been expended to December 31, last. and 1-1,750,000 
additional will be required to complete. The Canadian Pacific has a fir5t-cIl1..."<! 
hotel almost directly opPQ."ite this new hotel, on which they ba\'e expended 
$6,337,412. 

72. 'Whether on the grounds of policy or for rel1..."Ons which may ba\'e seemt'd 
~.on\incing at the tim~, the fact rt'mains that very large sums ba\'e been inl'esW 
in boteLs which were not j\k"""tifit'd from any point of view, in\'e:;:tments wbich 
could ha\'e been a'\'oided if there had been a spirit of co-operation on the part 
of the management of both systems. It is a deplorable eumple of a wa:,ieful 
expenditure of public and private money and one that places a penrument 
serious financial burden upon both systems. 
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VII. COASTAL STEAMSHIP SERVICES 

73. When the Canadian National Railways was constituted in 1923, it had 
a service of steamships on the Pacific coast between Vancouver and Prince. 
Rupert with additional sailings to Alaska during the summer months. This 
service was established by the Grand Trunk Pacific Railway when that com
pany extended its railway to Prince Rupert. For a time it also provided • 

. steamship service between Vancouver, Victoria and SeattIe in what was gener-
ally knawn as the" Tri-City Service", a service which had already been pro
vided by the Canadian Pacific Railway. This tri-city service was abandoned 
when the Grand Trunk Pacific got into financial difficulties, and consequently 
the service between Vancouver, Victoria and Seattle was provided only by the 
Canadian Pacific Railway with a fine fleet of steamers giving a satisfactory 
service. 

74. Up to 1929 the Canadian National Railway steamers on the west coast, 
providing, as already explained, a service between Vancouver and Prince 
Rupert, consisted of four boats representing an investment of $1,480,000. The 
operating net revenues had always been negligible and in one year there was an 
actual operating loss. At no time were the earnings sufficient to provide any 
return upon the capital invested. 

75. Nevertheless, the Canadian National Railways decided to extend and 
improve their coastal services and in their budget for 1929 a sum of $5,235,000 
was included for the purchase of four steamships for use on the Pacific coast. 
The reasons given were that the traffic, particUlarly tourist traffic, on the 
Vancouver-Prince Rupert-Alaska route was increasing, that the eteamahipi 
on this service were old, and that at times it was difficult to handle all of the 
traffic that offered. It was also stated that the Prince Rupert, one of the original 
fleet, had been damaged in an accident, and that during the time it was laid up, 
traffic had to be refused. The estimates were adopted and orders placed for the 
ships. 

76. The vessels were constructed at a cost which exceeded the estimates by 
$1,500,000. The desire for increased speed and luxurious equipment beyond that 
provided by their competitor, the Canadian Pacific Railway, explains not only 
this increase but also the fact that the approximate cost of' each vessel exceeded 
the average cost of the Canadian Pacific vessels by roundly $900,000. The 
following tables show the expenditure for each company and for each vessel 
within the period 1923-1931:-

CANADIAN NATIONAL 

Prince Henry ....................... . 
.. David ...................... .. 

Robert ...................... . 
" Charles ....................•.. 
c, Ruper •..........•.•....•..... 

: fot>n~~::::::: ::::: ::: ::: ::::: 
II William ...................... . 

Otber .............................. . 
Retirement. .................... (Cr.) 

Totale .................. . 

• 2,160,347 
1,140,868 
2,193,379 

288,1141 
10,469 
10,497 
8,053 

170,491 
490.833 
268.383 

7.201.117 

CANADIAN PAClnC 

P~C""" 

Prin_ Eliabeth ............... . 
.. Joan .................... . 

Katbleen ............... . 
Louiae .................. . 

• M~ •.•.•.•........ 
.. E1aiae .•........•........ 

Nora ................... . 
Otber ........................ ···· 
Retirements ................. (Cr.) 

Bqo/'aJ, 
PriD_ Helene .................. . 

• 1.128,144 
1.127,324 
1,280.868 
1.400,000 
1,21"'.8Il9 

eat.83t 
833.Mt 

1.lMO.7M 
1,1J67.III 

1.178.'131 

8.131.102 

77. Two of the foUr new boats, costing $4,300,000, were placed on. ~e 
If Tri-City Service" between Vancouver, Victoria and Seattle, in competitIon 
with the Canadian Pacific steamships engaged on that service. Improv.ementa 
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to the docks were found to be necessary for the accommodation of the new 
vessels and roundly $775,000 was spent for this purpose. While the improve
ments were being made to the dock at Vancouver, the work was swept by fire, 
and the dock had to be rebuilt at an additional cost of $228,000, bringing the 
total outlay for improved dock accommodation to more than $1,000,000. The 
capital investment in vessels and improvements to docks increased from 
$1,469,000 in 1928 to $8,176,582 at the end of 1930. 

78. The" Tri-City Service" of the Canadian National was inaugurated 
in August, 1930, and was discontinued in September, 1931. The operations on 
the Pacific coast as a whole, increased the annual loss to the Canadian National 
System from $98,248 in 1928 to $673,218 in 1930. These figures include interest, 
but aHow nothing for depreciation. The net income of the Canadian Pacific 
from services on the Pacific coast fell from $1,521,000 in 1929 to $731,600 in 
1930. 

79. It is impossible to believe that any public interest was served by this 
duplication of coastal services. Any success that might have come to the 
Canadian National could only have been largely at the expense of the Cana
dian Pacific. 

The Canadian National was at some disadvantage in 'not having a service 
of steamships under its own control, but this situation could have been met 
had the managements of the two systems been willing to enter into a working 
arrangement. This is another instance where a willingness to co-operate would 
have avoided a sacrifice of funds and obviated the heavy losses which fell upon 
both systems. 

VIII. INCREASE IN ASSETS AND LIABILITIES 

SO. From January 1, 1923, to December 31, 1931, the Canadian National 
lDcreased its total assets by $452,325,052, and its total liabilities by $922,430,755. 
The details of the increase in assets are as follows:-

CAPITAL A~SET ACCOUNTS 

Property Investment (including railway rolling stock) .................... 1 390,314,679 
21,1113,824 
7,201,117 

48,767,OB2 
lS,078,743 

Hotels ...•............................................................... 
Ocean and Coastal Steamship" .......................................... . 
Advances to controlled and affiliated companies, and insurance ~raDliums. 
Sinking Funds ...•..•.................................................... 

1 480,IlIB,411l 
Less decrease in investments (Non .... .apital) current and deferred assets and 

uruMiiusted debit acoounts......................... .... . .. ... ......... 28,1110,361 

1 4S2,W,0B2 

The increase of liabilities consisted of increases in the amount of:
CAPITAL LIABILITY ACCOUNTS 

Funded Debt due publio ................................................. 1 
Government Loans ............................•.......................... 

471,9M,063 
132,468, S21 

1l,729,299 Government appropriations account Canadian Government Railways .... 
Government assumption of Canadian National Railways Eastern Lines 

deficits ............................................................. . 
Accrued unpaiJ interest on Government Loans •....•...................... 

26,861,7.3 
287,663,169 

I 924,676,768 
Less reductions in reserve appropriations and current liabiliGies............ 2,246,010 

1 922,430,7M 

The difference between the increase in the assets and increase in the liabili
ties is accounted for by the accrued system deficit, including unpaid interest on 
Government loans, as well as deficits on Eastern Lines. 



'28 REPORT 011 ROYAL COM MISSION 

. Sf. During the nine years in question the Canadian Pacific increased its 
total assets by $253,447,438, and its liabilities by $266,819,039. The details of' 
the increase in assets are as follows:- ., ", . 

CAPITAL ASSET ACCOUNTS 

Property investment,includingrailway rolling stock, lake and river steamen.' 
Hotels ................................................................. .. 

2111,1171,0311 
46, 8R7, \199 
116.610.641 
.s,9R2.629 

Ocean and Coastal Steamahipa .......................................... . 
Acquired Securitiea ..................................................... . 
Advances to controlled companies and insurance premiuma (reduction) ... . 982,217 ----

• 867,069,990 

CURRENT, DEFERRED AND RESERVE ACCOUNTS 

Less decrease investments and available reeourees and current accounts ..... 113,622,1152 

• 253,447,438 

The increase of liabilities consisted of increases in the amount of:-

CAPITAL LIABILITY ACCOUNTS 

~:f~~?ceC~~:i~~?~!k·.::::::::::::::::::::::::::::: :':: :::::::::::::: ..• 
711,000.000 
36.575.000 

Il1l.H24.772 
22,276.6115 

Increase in Funded Debt ................................................ . 
Incre~e in Premium on Capit.al Stock lesa diacount on Bonde anel Note. .. 

CURRENT,ETC.ACCOUNTS 
• 805,676,467 

Less Reduction in Reserves, Appropriation and Current Accounts ....... '. 38,857,428 

t 166.819.039 

The difference' between the increa!'e in assets and' the increase in liabilities 
is accounted for by the net Teduction in surplus accounts of $13,371.601. 

82. From January 1, 1923, to December 31, 1931, the Canadian National 
increased its capital stock and debt as follows:-

g~~~ ~:gi~.~~~::::::::::: :: : :::::::::: ::: :: ::::::::::::: ::: : : :: :' 6.';0 
471,954,003 
132, 46!1, 621 Government Loans ...................................................... . 

• 604.423,234 

The above total does not include amounts advanced by the Dominion 
Government to the Canadian Government Railways, viz., Intercolonial and 
National Transcontinental Lines, nor the deficits on the Eastern Lines which 
under the Maritime Freight Rates Act are borne by the Dominion Govern
ment. Nor does it include accrued interest on Government loans to the Cana
dian National, which, for the period, aggregate 1287,663,169. Altogether these 
items total $924,677,415. . 

In the same period the Canadian Pacific increased its capital securities as 
follows:-

Ordinary Stock .......................... :................................ 75,000,000 
Preference Stock .................... :................. .......... ......... 116,575,000 
Funded Debt.......................................... .................. 161,824,772 

• 283,399,773 

Of . the Preferred Stock and Funded Debt, $39,101,055 1)f the increase had 
to do with the construction of ocean steamers and the acquisition of a half 
interest in the Canadian Australasian Line. 
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83. The following are the condensed balance sheets of the two systems 
as at December 31, 1931:-

IX. CANADIAN NATIONAL RAILWAY SYSTEM (INCLUDING 
EASTERN LINES) 

ASSETS 
INVESTMENTS-

Property Investment. Railway. etc ................................. $ 
Sinking Funds and Special Deposits ................................ . 
Acquired Securities (Cost) ........................................ . 
Investments in affiliated comp.mies ................................ . 

2.201.426.376 
24.662.823 
2.301.088 

28.094.692 

• 2.236.484.979 

WORKING AssETs ...................................................... $ 

Unadjusted D.bit_ 
Miscellaneous .................................................. $ 
Discount on Capital Stock "nd Funded Debt .................. . 

s 

95.475.587 

5.633.063 
16.499.032 

22.132.095 

S 2.374.092.661 

LIABILITIES 

g~~!~~kG~i~:::::::: :::::.::::::::::::::::::::::::::::::::::::::$ 
Long Term Debt (Public) ............................................. . 

Dominion oJ Canada Account-
Canadian Government Railways ................................. .. 
Loans from Dominion ............................................. . 
Accrued Interest on Loans ......................................... . 
Eastern Lines Deficits other than 20 per cent rate reduction ....... . 

270.231.564 
17. M3. 638 

1.276.457.207 

4011.209.240 
604.406.239 
354.173.113 
29.680.572 

• 1.393.469.164 

Current Liabilities. etc ................................................ . 
Unadjusted Credits. Miscellaneous .................................... . 
Reserves and Depreciation Accruals ................................... . 

Projjt and Los. Account-

~a:=·Lh{~~::.:::::::::: :::::::::::::::::::::::::: :' 6~::g:M~ 

78.618.523 
5.615.482 

27.202.799 

694.655.716 (Del.) 

• 2.374.092.661 

NOTII:-The Profit and Loss Deficit of $694.655.716 includes accrued unpaid interest on Loans from the 
Government amounting to $356.991.972. 

·X. CANADIAN PACIFIC RAILWAY COMPANY 

ASSETS 

INVESTMENT&-
Property Investment. Railway, etc ................................. . 
Steamships ....................................................... . 
Acquired Securities (cost). : ...... ; ............................... .. 
Advances to Subsidiary Companies ................................ . 

868.448.443 
116.397.891 
177.154.695 

9.723.546 -----
OTHER INVESTMENTS AND AVAILABLE RESOUBCB&-

Deferred Payments. Lands and Townsites .••.•.•...••.....•..••....• 
Miscellaneous Investments (cost) .................................. . 
Lands and Properties ............................................ .. 

• 
WORKING AssBTs ...................................................... . 

52.877.075 
33.191.0110 
59.216, 0Il4 

145.284.179 

63.879.834 

• 1.380.888.588 
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CANADIAN PACIFIC RAILWAY COKPANY-C",.a.w 

LIABIUTIES 

f!:!~!:'~~bi::::::::::::::::: :::::::::::::::: ::: ::::: :::::::::::::' 
Current Liabilitiea. etc ...•..................•.•...•...•••...••.......•• 
Reservea and AppropriatiolllJ ..............•...........................• 
Premium on Capital Stock. etc ...•••................................... 
Surplus .........•.•..................................................... 

'72.2.'18. m 
'''''.874.6."18 
1II.09O.8fi9 
40.0811.708 
87. 2711. 69S 

810. 8l1li. 7M 

, t.380. 888. 888 

XI. CAPITAL STRUCTURE, CANADIAN NATIONA],. RAILWAYS 

84. Representations have been made with respect to the capital structure 
of the Canadian National Railways. This problem prescnta several aspecta. 
One is the' very large number of companies whose corporate existence must 
be maintained. Another is the large number of different bond issues and mort
gages with different rates of interest, expiring at different periods and with all 
sorts of different clauses in them. It has been stated that included in the 
National Railway System there are 251 different bond issues and mortgages; 
that there are 80 different issues of certificates in the hands of the public; that 
there are 139 companies whose corporate existence must be maintained; and 
that 42 separate income accounts and 90 separate balance sheeta have to be 
prepared each year. 

85. Another aspect of the problem is the total capital liability of the 
System. At December 31, 1931, the long term debt of the Canadian National 
Railways due the public (funded debt unmatured) amounted to $1,276,457,207. 
The money invested in the original Government Railways, loans-by the Dominion 
Government to the privately-owned railways now absorbed in the System, loans 
to the Canadian National Railways to meet annual deficits, interest accrued on 
these loans -and unpaid, and deficits on Eastern Lines, together total $1,393,-
469,164. The total of these two sums is $2,669,926,371. 

86. It has been suggested that in view of the excessive capital liabilities 
in relation to the earning power of the System they should be reduced to an 
amount which would more nearly approximate the earning power of the rail
way. The net operating income (i.e., the amount available for interest and divi
dends) of the Canadian National System for the period 1923 to 1931 inclusive 
averaged $24,414,447 per annum. This figure would require adjustment if ade
quate provision were made for depreciation. It is obvious that on this basis 
of earnings the capital liabilities would require a very drastic writing down. 
And while this commission is of opinion that it must be frankly recognized that 
a very substantial part of the money invested in the railways comprised within 
the Canadian National System must be regarded as lost and that its capital 
liabilities should be heavily written down, they do not consider that the time 
is opportune to deal with this important matter. 

87. This question as well as that previously referred to, dealing with the 
present involved financial structure of the Canadian National System, should, 
in the opinion of the commission, have the early attention of the Board of 
Trustees, which it is recommended should be entrusted with the control and 
management of the System. 
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XII. GROWTH OF THE BURDEN OF TAXATION 

88. The demands of the Canadian National Railway upon the federal 
treasury have served to create a financial problem which, together with other 
demands, have led to large increases in borrowings by the Dominion Govem
ment and increased taxation. 

89. When Canada entered the Great War there existed a federal debt of 
$336,000,000, entailing an annual charge of approximately $20,000,000. War 
expenditures added about $1,700,000,000 to the debt of the Dominion. In the 
post-war period, while there were years when the debt was reduced, the result 
on the whole has been an increase in the net debt. In the year 1930-31 there 
was added the sum of $83,847,977, and, in the year 1931-32, $119,500,000. 

90. The additional carrying charges for the entire debt appear in the 
official estimates for the present fiscal year 1932-33, in which the interest upon 
the federal debt, and interest upon Post Office Savings, with $3,500,000 for 
sinking fund, calls for a payment of $137,400,000. To this must be added a war 
charge for pensions and special disability claims of $5,000,000 per month, or 
$60,000,000 for the year. These two items of fixed charges for the year 1932-
33, totalling $197,400,000, should be contrasted with the $20,000,000 for the 
year 1913. 

91. It is necessary, therefore, in considering the railway problem, which 
since 1917 has established claims for such immense sums upon the federal trea
sury, to ask how the country is to meet these capital and annual charges if con
tinued. 

92. It is to be remembered that, coincident with this great increase in 
federal treasury liability, there has been a vast enlargement in the liabilities 
of provincial and municipal governments throughout Canada. They have bor
rowed and spent, and spent and borrowed, and in consequence have increased 
their debt charges to such an extent that the burden of taxation is deeply 
resented. 

93. Meantime international credits have become disastrously impaired and 
there is difficulty in securing immediate relief in an acute situation through 
fresh borrowings from Great Britain and the United States. 

94. In considering, therefore, suggested solutions for the present railway 
situation, we must take cognizance of existing financial conditions, and bear 
in mind the prevailing low prices for all agricultural, and other primary pro
ducts; also that the general depression in business is inevitably associated with 
unemployed men and women upon a hitherto unparalleled scale-with shrink
age in business income returns through greatly reduced profits, or actual 
losses in industrial and general merchandizing activities-involving reduction 
or passing of dividends upon investment securities, as well as, in some cases, 
actual loss in their capital value. 
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9 1---_+__-4 FREIGHT TRAFFIC DENSITY DIAGRAM 1---+--f---L.-l---L----'-----L--'-----1----....1..----t--t 

RAILROADS OF CANADA TABLE OF MILES OF ROAD AND NET TON MILES. BY GROUPS 

8 R--4---f HEAVY TRAFFIC DIVISIONS CARRY IN EXCESS OF 
2.750.000 NETTON MILES PER MILE OF ROAD ANNUAllY 
MEDIUM TRAFFIC DIVISIONS CARRY BETWEEN 2.750,000 
AND 250.000 NEllON MILES PER MILE OF ROAD ANNUALLY 

DENSITY GROUP 
HEAVY 

MILES OF'ROAD 
NUMBER PERCENT 

7 

6 

4 

2 

'LIGHT TRAFFIC DIVISIONS CARRY lESS THAN 250,000 t--+---i 
NET TON MILES PER MILE Of ROAD ANNUALLY. 

FEB,I932 

HEAVY TRAFfIC DIVISIONS. 
10% OF TOTAL MILEAGE 

CARRIES ~O~ OF 
TOTAL NET TON MILES. 

MEDIUM TRAFFIC DIVISIONS. 
48% OF TOTAL MILEAGE 

CARRIES 45% OF 
TOTAL NET TON MILES 

Canadian National 1965 II 8580 U.t 
Canadian Pacific 1589 U 7884 Sn5 
Olher Railways TOTAL 419 11.7 1164 660 

4031 ... 11.128 5G.1 

MEDIUM 
10352 480 8800 48.1 Canadian National 

Canadian Pacific 1801 53.6 1063 15.3 
Olher Railways TOTAL 1,.5 32S 95' 78.0 

20418 41.1 16822 45.1 

LIGHT mi 42.9 912 lO Canadian National 
Canadian Pacific 605 3U 659 U 
Olher Railways TOTAL 2168 55.4 70a H \7566 41.1 117 

TOTAL 
II 540 512 18292 .no CanadIan National 

Canadian PaCific 164" 3tl 1560& 411 
• Olher Ra~:~~ fOTAL 4091 IOn 3418 

101 4201& 11376 

• "'clUllel Northern Alberti !!y. 

LIGHT TRAFFIC DIVI 
42% OF TOTAL MILEAGE 

CARRIES LESS THAN 5% Of -+--+--+--f 
TOTAL NET TON MILES 

12000 14000 16000 18000 20000 22000 24000 26000 2BOOO 30000 32000 34000 36000 38000 40000 42000 44000 
MILES Of ROAD 
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FREIGHT TRAFFIC~RAILWA YS OF CANADA 

Miles of Road and Net Ton Miles 

TOTAL ALL ZONES 

IIILES ·Of ROlD IN PERCENT IIET TON MILES IN PERCENT 
~ ~ M ro ~ ~ ~ ~ ~ ~ ~ W ~ ~ ~ ~ ~ N H ~ ~ 

J ~AN1D1AJ NATIONAL L,oooL.l,~ I I HEAVY TRAmc 
1,9III1IL£S.9,1I" 

MEOlh .. TRA~C I I I 
100m MllES·'7,97l1 8,800,OO~000 .49,10" 

9,245 JilES .,l.9'l\ lIGHTTRAF;,C 
912,000,000·4,99% 

CANADIAN PAblFlCI 
I I HEAVY TRAFFIC 

7,884,000,000.50,52\ J589 MilES· 9,66" 

MEDIUM TRAmc I I 
8,801IolllES·53.53" 7,063,000.000·45,26'" 

6,05,J,lES.36,82J 
llGHf TRAf/,C 

. I 
. 6SrOO,00r"nll 

OTHER RAILWAYS 
HEAVY TRAFFlC 

2,264,00~OOO. 66.04" 

MEDIUM TRAFFIC 
r9 MILES."'!' .. 

1,253 MilES .30.62\ 959,OO~OOO. 'l7,98!1 

I LIGHT TRAF/,C 
2.160MllfS· 51.67 

TOT A ~orO'OOr5'98% 
HEAVY TRAFFIC 

4,031 MllES·9,58% ~7 18,728tO,OOY sO.ln 

MEDIUM TRAFFIC 
1O)~6 MILES'48.45\ rrr I I LIGHT TRAFRC 

~rMIT4I.T 1,71r°o,T~4r" 

Heavy Traffic Divisions carry in excess of 2,750,000 net ton miles per mile of road annually. 
Medium Traffic Divisions carry between 2,750,000 and 250,000 net ton miles per mile ofi-oad annually. 

l-ight Traffic:Divu.loDS carry'less: than 250,OOlTbet tdn- mlllllJ p"" 'mile of· road annually. 

S1787-·3 

• 
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FREIGHT TRAFFIC-RAILWAYS OF CANADA 

Miles of Road and Net Ton Miles 

;ZONE I-ATLANTIC CO~ST TO LEVIS 

MILES Of ROAD 1M PERCENT lin l11li MIL!' 1M HICIIIT 
~ 00 ~ ro w ~ ~ ~ N 10 • 10 to ~ CO 50 W 10 10 .. .. 

~AN1DIAJ NATIONAL 
HEAVY TRAfFIC 

(NO Nt) I I 
MEDIUM TIIAme mo000 ooo-!I'un 

~470 MllES-C3.4S:' ~ ~ . 

I I LIGHT TRAFFIC ] 
~913 MllES-56.55'11 1l1.00o.000-1.66\ 

CANADIAN PAll Fie! 
HEAVY TAAFFIC 

(NO Nt) I I 
MEDIUM TIIAmC 

557MllES-34.59% .~ ~ 112./1C1O,DOM1.13'11 

1.0.44 M,lES-65.1,% 
II GHT TRAFFIC J .1 

Inooo.ooo-n.l1 " 

OTHi" •• ,J .... I 
HEAVY TRAFFIC 

(NO u) I I 
MEDIUM TIIAfFIt 

: :a "-ooa.ooo-1U7 74 MllES-16.62'11 ~. 

20.4 MILES-13.38% 
liGHT TRAFFIC I .1 

, IIi.OOQQOOo1J.3n 

TOTALj J 
HEAVY TRAFFIC 

(M. .. ) I I 
MEDIUM TIIAme 7~IOOO.OOO"'.Ift 

2096 MI,ES-3Ul% 
~~ c .;]1 

I . LIGHT TRAFFIC 1 
I 280'j_-, j'61 MYS-j.l3l1 

~ ~ 10 m 10 ~ ~ ~ N W • W N H ~ H M ~ to M ~ 

Heavy Traffic DivisigDS carry in exceIIII of 2,750,000 net ton mils per mile of road annually. 
Medium Traffic Divisions carry between 2.750.000 and 250,000 net ton milell per mile of road aDUuall, 

Light Traflio Divisions e&n7 lea thaD 250,000 net ton mil .. per mil. of road annually. 
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FREIGHT TRAFFIC-RAILWAYS OF CANADA 

Miles of Road and Net Ton Miles 

ZONE 2-QUEBEC TO DETROIT AND SUDBURY 

MILlS or ROAD IN PERCENT NtT TON MILES IN PERCENT 
~ ~ M W M ~ U ~ W ~ • W W ~ U ~ ro w ~ 00 ~ 

I lAN~DIAJ NATIONAL 
I I HEAVY TRAFFIC 

SSS MILES-9.'l9'oo L~oooL-J., 
MEDIUM TRAFFIC I 

3.117 MILES-Sl.ll" lS46.00~OOD- 39.35'.10 

l.30)MILES-38.59% 
II G HT TRAFFIC ..I 

119.000,000-3.5'" 

CANADIAN PAblFlCI 
I HEAVY TRAFFIC 

467 MILES-13,19\ 1.603,000.000-53.01'4 

MEDIUM TRAFFIC I I 
1,854 MILES-S7.34 _ .. - 1205.000,000-47.51% 

I LIGHT TRAFFIC 
1,121 MILES-3"-47 135.000.000-4.47" 

, ,. 
OTHER RAIL1AVSI 

HEAVY TRAFFIC 
479 MILESj78.73j 7.264.000.000 n~ 

MEDI~M TRAFFIC 
844 MILES-'9.73~ 739,000,000-24.33% 

374 JILES.Jl.o4 
lIGH+ TRAFJIC 

I I 
TOT :~OOlooo-lr • 

HEAVY TRAFFIC 
tOI MILES-13.39\ ~ ~561000000·60.35% 

MEDIUM TRAFFIC 
5.010 MILES-SI.83\ 

TTT I I J lIGHTTRAFAC 

aOrMILEr34'j" 390r~OOOr·I8" 

o 

Heavy Traffic Divisions carry in excess of 2,750,000 net ton miles per mile of road annually. 
Medium Traffic Divisions carry between 2,750,000 and 250,000 net ton miles per mile of road annually. 

Light Traffic Divisions carry less than 250,000 !let ton miles per mile of road annuall7. 
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FREIGHT TRAFFIC-RAILWAYS OF CANADA 

Miles of Road and Net Ton Miles 

ZONE 3-DETROIT AND SUDBURY TO PORT ARTHUR 

MILU If lOaD .. ~.CEWT au"" MIUI • PACUtT 
~ ~ M ~ ~ ~ ~ ~ • • • • • v ~ w w • " • w 

~N~DIAJ NATIoNAL 
"[IVY flaHIC 

(No.1' I I 
Mr!!'UII TtlAm( lO'J 0lIC _ ...... -; 

2.D&1 M'tf5 ... ~ 47 

~ ~ " N ~ ~ ~ • » • • • » • ~ ~ ~ ~ M ~ ~ 

Ilea.,. TraftioDirimou CAny iD escea of 2,750,000 Det tDD mil"" per mile of road aaouall,. 

Medium Traffie Diriaiotlll CAny betw_ 2,750,000 aDd 2.'iO,ooo .net loa mil"" per mile of road 80Duall,. 
Light Trallic DlviaioD8 e&J'1'J' 1_ ,thaD 2:10.000 ltd loa mil.,. per mile of road DODuall,.. 
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FREIGHT TRAFFIC-RAILWAYS OF CANADA 

Miles of Road and Net Ton Miles 

ZONE 4-PORT ARTHUR TO CALGARY AND EDMONTON 

IIILfS or ROAD III PfRCfNT IIET TOil MILES III P[RCENT 
10090 110 10 60 50 40 30 10 It • m 10 30 40 50 60 10 60 M _ 

I J ~AN~DIAJ NATIONAL 4.L.oooL.Jm I HEAVY TRAHIC 
126911IlES-I40.10l .. .. :. .: .... " '. 

i73S MllES.401.19, 
MEDIUM l1lAmC 

3.139.Jooo.j.sn 

I I I LIGHT TRAFFIC .1 
~933 MllES'4040.01" . 449. OOO,OOO'S.56~ 

CANADIAN PAblFlCI 
I HEAVY TRAFFI C 

(llll1llES-I3.400\ 6.18I,OOO.OOO-63.2n 

I MEDIUMl1lAmC 3.31~.OOo.~.33.Jl~ 4.160 IoIllES-409.61" ... 

I I LIGHT TRAFFIC ,J 
lO93MllES·36.9l\ 317.000,000-3.10\ 

OTHER RAIL1AVSI 

I (NO 
HEAVY TRAFFIC 

N E) I I 
MEDIUM l1lAFFlC 9000.000+90.90' 

6101IlES·3.18\ .. 

!17MIlES-!'G.n\ I .l LIGHT TRAFFIC 
, ,~OCI\ 000 -10.00' 

TOT~,~Jj 1 
1.39ll1llES·ll.61\ -.. lO.779ooo.OOO·!iUn 

MEDI~M l1lA~FlC 
6. !7s.000.Joo.35.9n 'tlllll

jS.40Sf\ 
LIGHT TRAFFIC .. I 

III (10311(S-40I(' ' 1671000.OOOi40.7] 

o 

HeaV)' Traffic DivisioDS carry ill excess of 2,750,000 net ton miles per mile of road annually. 
Uedium Traffic DivisioDS carry between 2,750,000 and 250,000 net ton miles per mile of road annually. 

Light Traffic DivisioDS carry less Ulan 250,000 net ton miles per mile of road annually. 
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FREIGHT TRAFFIC-RAILWAYS OF CANADA 

Miles of Road and Net Ton Miles 

ZONE 5-CALGARY AND EDMONTON TO PACIFIC COAST 

MILES Of ROAD II PERCEIIr IET,.,I MIU ... PERCIIT 
~ ~ ~ W M ~ ~ ~ ~ • • • H ~ ~ ~ M W " " M 

J~AN1DIAJ NATIONAL I J J I I HEAVY TRAHIC 
13911IlES-6,6S% , " 

1387'jooo.Zj' 
MEDI~M TIIAFnC 

lOOO IoIILES''o7,8.\ - ., o .,- I7&,OOO,aoo ... ,S" 

I I I LIGHt TRAFFIC J. 
951 MllES-.5,S" 94,000,000 ·',9.\ 

CANADIAN PALFIel 
( NO 

HEAVY TRAFFIC 
N E) I I 

MEDIUII TIIArFlC 1,~14 ooo.ooo .... !: 
1,512 MILES-611.51\ -- -- -- ~ . 

695 MllES'31.i9\ 
lIGHI TRAFFIC J 

70,000.000-5,." 

OTHER RAIL1Avsl 

I (NO 

HEAVY TRAFFIC 
N E) I I 
• MEDIUII TIIAfflC 

611IlES·O.]7\ 2,000,000-1.21\ 

1,605 M lES-99.63% I I 1"'000 000-,..77\ LICHT TRAFFIC 

TOTALJ J 
I HEAVY TRAFFIC 
! 

139MILES-Z,n\ h' 387'looo,OOOj'3.7'1' 

MEDIUII TIIArnc - i-OM. '2.518 MllES.,u.6l\ -

I I LIGHT TRAfFIC 1. 
3,

7S
TllESj55.0Y· 1311

'jO,OOOT.J)\ 

~ 00 " ro ~ w ~ ~ W WOW W ~ ~ ~ ~ w " ~ ~ 

Heavy Traflic Divisions carry in excess of 2,750,000 net tOD mils per mile of road aDUually. 
Medium Traffic Divisions carry betweeD 2,750,000 and 250,000 net ton mile. per mile of road anDually. 

Light Traflic Divisions carry less thaD 250,000 net foD mils per mile of road annually, 



CHAPTER III 

FlEW OF RAILWAY OPERATION 

95. Of all the countries of the world Canada has the smallest population 
per mile of railway. In the United States the population per mile of railway 
is more than double that of the Dominion. 

I. MILEAGE 

96. At December 31, 1930, the total railway mileage of Canada was as 
follows:-

First main track. . . . . . • . . • . . . . . • . •• . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,075 
Additional main tracks. . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . .. . . . 2,690 
Industrial tracks, yard tracks and sidings................................... 11.877 

Total.. . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,642 

The increase over the preceding year was 774 miles. In addition, there was 
under construction 713 miles, chiefly in the Prairie Provinces. 

97. The steam railway mileage by provinces, the population and miles of 
railway ,per capita, as of 1930 (the latest year for which complete data is 
available), are as follows:-

Steam Railway Mileage 
First 
Main 

Track 

Prince Edward Island....... .... . . .. ... ....... .............. .... . 286 
Nova Scotia.. ..... .. .. ..... ..... . . .... ....... ... . ........ ....... 1,418 
New Brunswick......... .... .... ... .... ....... ....... ..... .. ... .. 1,934 
Quebec.......... .... .. .... . ..... . ....... ..... .. ....... .... .. ..... 4,891 
Ontario.......................................................... 10,938 
Manitoba......... .... .. ... ....... .... .. ............ .......... ... 4,420 
Saskatchewan....... . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . 8,166 
Alberta.......................................................... 5,607 
British Columbia................................................ 4,021 
yukon........................................................... 58 

. Northwest Territory.. . .. . .. . . . . . . . . . . . . . . .. . . . . . . . . . . .. . . . . . . . .. . .......... . 
In United States... .. . .. . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . .. . . . . . . 336 

Population 

85,800 
553,900 
423,400 

2,734,600 
3,313,000 

671,500 
882,000 
660,000 
597,000 

3,700 
9,600 

Totals .............................................. . 42,075 9,934,500 

Population 
perroile 
of Rly. 

300·0 
390·6 
218·9 
559·1 
302·9 
151·9 
IOS·0 
117·7 
148·4 
63·8 

236·1 

98. It is of interest to note the following comparative table of railway 
mileages of the two principal systems, by provinces, as of 1930:-

Provinces 

Prince Edward Island ........................................... . 
Nova Scotia .................................................... . 
New Brunswick ................................................. . 
Quebec .......................................................... . 
Ontario ......................................................... . 
Manitoba ................. : ..................................... . 
Saskatchewan ................................................... . 
Alberta ......................................................... . 
British Columbia ............................................... . 
United States ................................................... . 

39 

C.N.R. 

286,05 
1,007·67 
1,259·63 
2,918·81 
6,000·54 
2,471·34 
4,185·65 
2,179·93 
1,403·80 

71·88 

C.P.R. 

.. "'288:36' 
625·50 

1,657·53 
3,286·40 
1.765·20 
3,979·90 
2,554·40 
1,937·10 

262·50 

ToLiI 

28605 
1,296·03 
1,885·13 
4,576·34 
9,286·94 
4,236·54 
8,IM·55 
4.734·33 
3,340·90 

334·38 

21,785·30 16,356·89 38,142·19 
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99. Each of the two systems controls certain important lines of railway 
in the United States, and s, complete picture of system operations requires that 
this additional mileage be taken intQ account. 

CANADIAN NATIONAL RAILWAY SYSTEM 

FDI8T MAIN TRACIt ~'r D.:IIIlBU 81. 1931 

Lilla in CCl~(E:I Eastern Lines)...... .................. .••• 18,639 13 
Eastern Lines................................. ..au 87 

Totallinee in Canada................................ .......... 21.981 80 

Lilla in United S/lJtes-
Canadian National (Rouaes Point, eto.l ...................•• 
Atlantic and St. Lawrence (Portl .. nd, Me.) ....•...•• , •••••• 
Duluth, Winnipeg .. nd Paciiio ............................. . 
Central Vermont Railway Ino ............................. . 
Grand Tnmk Western Railw .. y ............................. . 

72·39 
172·21 
178·87 
45e·e9 

1.021," 

Tocallinee in United States....... ................. ............ 1.899,11 

Grand Total...................... ............................. 23.880,81 

CANADIAN PACIFIC RAILWAY SYSTEM 

FIRST MAIN TRAcK A'll DIICD(u. 81. 1931 

Lines in Canada.. .............................................. 16,1Je7'30 
Lines in United States.............. ........................... 819·20 

Total Canadian Pacific Railway .............................. . 

Controlled lilies in United S/IJt_ 
Minneapolis, St. Paul and Sault Ste, Marie Railway......... 4.249,00 
Duluth, South Shore and Atlantic. Mineral Range and 

Spokane International.................................. 811·40 

Grand Total ................................................. .. 

II. TRAFFIC DENSITIES 

16,88&·80 

8, 1~0·40 

22,046·90 

100. Excess Mileage coupled with low traffic density has contributed greatly 
to the problem under consideration by this Commission. We find that the volume 
of traffic of Canadian Railways is distributed as follows:-12 per cent over the 
Jines east of Levi!!, 60 per cent in Quebec and Ontario, 41 per cent north of the 
Great Lakes (Sudbury Junction to Fort William and Port Arthur and Superior 
Junction) about 20 per cent in the Prairie Provinces, and 3-4/10 per cent in 
British Columbia. 

The ton mileage of these same five zones is:-' 

I.ines east of Levis ........................................................ '. 

g~~~c:,r~~eEa1~'~::::".::: ::: ::::: : ::::::::::::::::: ::: :::: : ::::::::::: 
.(I?udb~ Junction to Fort William and Pm Arthur and Superior JunctioD) 

Pralne Provmces ...................................................... ; .. . 
British Columbia ......................................................... . 

Percent 
e·,3 

29·71 
8·30 

48·8' 
8·71 

100·00 

The large percentage of the Prairie Provinces is due to their distance from 
the coastal outlets. The moving of the grain crop creates a large empty car 
movement and is highly seasonable, the bulk of the movement taking place 
during an average period of about sixty days. 



RAILWAYS AND TRANSPORTATION IN CANADA .41 

101. The effect of these difficulties is illustrated in the following table of 
,car loadings:-

CAR LOADINGS (i.e. can loaded and unloaded) 

~~~£r~:~~:i~~:·.:.:.:.:::::::::::::::::::::::::::::::: ::::::::::::: :::: 
Percent 

8·31 
24·24 
4·62 

(8u~~ury Ju~ction to Fort William and Port Arthur and Superior Junction) 
Prame ProvlDee.. . . .. . . . .. . . . . . . . . . .... . . .. .. . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . 86·7.'1 
British Columbia .......................................................... ___ 9_.08_ 

100·00 

102. Commissioner Loree, who contributed the studies involved in ·the pre
ceding tables, has also supplied freight traffic density diagrams showing lines of 
heavy, medium, and light traffic. The first category includes lines carrying 
annually in excess of 2,750,000 net ton miles per mile of road; the second, the 
lines carrying less than 2,750,000 and more than 250,000 net ton miles per annum; 
the third, the lines carrying annually less than 250,000 net ton miles per mile 
of road annually. In the United States the right to exist, when tested by econ
omic experience, of. all railway mileage in the third group is under challenge. 
In Canada 42 per cent of the total mileage carries less than five per cent of the 
total net ton miles, and falls within the third group. Medium traffic lines, com
prising 48 per cent of the total' mileage, carry 45 per cent of the total net ton 
miles, while the heavy traffic is confined to the remaining 10 per cent of the total 
mileage, which carries SOper :cent of .the total net ton miles. The light traffic 
divisions constitute 42 per cent, or 17,658 of the 42,075 miles of r.ailway in the 
Dominion. Were it possible to bandon this economically unsound mileage, the 
mileage remaining and now carrying 95 per cent of the net ton miles, would be 
about 58 per cent of that now in existence. 

III. DUPLICATION OF RAILWAY MILEAGE 

103. The duplication of railway mileage in Canada is of two general 
types:-

(a) The lines of railway constructed by various owners, which lines, when 
they came under common ownership and operation, were found to a 
considerable extent to be duplicative of 'one another; 

(b) The directly competitive sections of the two principal systems which, 
because of unwise rivalry and lack of co-operative spirit, were separ
ately constructed,' whereas joint construction and operation, or agree
ment as to running rights over lines already constructed, would have 
served all necessary requirements and prevented much waste of public 
and private funds. Related to this group are lines which are function
ally duplicate although not located in the same territory. 

104. These problems relate to both branch and trunk lines. Of the lines 
in group (a) it has been possible, since the consolidation of the Canadian 
National System in 1923, to eliminate a certain amount of duplicate mileage. A 
war requirement for rails and track material first pointed the way to this possi
bility when, 1917, rails were lifted from one or other of the Canadian Northern 
and Grand Trunk Pacific lines which parallelled one another so closely between 
Edmonton and Red Pass Junction in the Rocky mountains. As a result of war 
necessities, these two lines were unified for a distance of 213 miles. Subsequently 
144 miles of Canadian Northern track were lifted between Napanee and 
Toronto, where the Grand Trunk Railway had been the pioneer road, only to 
find its territory invaded by the Canadian Northern and then by the Canadian 
Pacific Lake Shore line. Of this type of duplication considerable still remains. 

105. The principal duplications of type (b) involve main line mileage of 
considerable length, with long established services. 
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IV. ABANDONMENT PROPOSAlB 

106. In the discussion of possible remedies the Canadian Pacific placed 
before us a plan for the abandonment of certain sections of railway involving 
several thousand miles of track. In each case an alternative routing wa. 
indicated. Among the lines which would be dispensed with under such a plan 
were many short sections of both railways in all parts of the Dominion which, 
conceivably, might be abandoned and running rights secured over one or other 
of the two systems. 

107. In view of the importance of the matter as a factor contributing to 
the solution of 'the general problem of transportation, this commission invited 
the most earnest attention of the railway authorities to this aspect of our 
inquiry. The Canadian National analyzed the local and general feature. of 
certain suggested abandonments emphasizing the following considerations:-

Relative operating merits of the alternative lines a. through routes. 
Traffic carrying capacity of the remaining through route •• 
The natural resources tributary to the Ilection proposed to be abandoned. 
The extent of settlement tributary to the section. 
The wealth production tributary to the section. 
Railway economy resulting from the abandonment. 
Cost of alternative highway transportation facilities if feallible. 
Compensatory cost to industries and Ilettlers for severance of communica-

tion. 

108. As a result of this analysis the Canadian National is of opinion that 
abandonment of railway lines in Canada should be limited to the elimination 
of duplicating lines which closely parallel each other, and that wholesale aban
donment of lines and duplicative through routes would be false economy. While 
in their judgment wholesale abandonments would not go far towards improving 
the financial picture of the railways of Canada as a whole, they state that lome 
saving could be effected by concentrating all the through business on the most 
'suitably located and economically operated route. 

109. The Canadian Pacific state that if we are to adjust our transportation 
facilities to the reasonable requirements of a nation of less than eleven million 
people, some lines will have to be discarded, and it only remains to select those 
that can be sacrificed with a minimum disturbance to trade and with the least 
hardship to individuals. When any section of line has been in operation for a 
period of years, even though it traverse what is virtually a wilderness, it could 
not be eliminated without inconvenience to some. It has been their experience 
that individuals and industries have been prone to establish themselves at pointe 
remote from markets, and then expect railway services and railway rates to 
correct their geographical.disability. Every new railway has, Ileemingly, been 
a challenge to the adventurous, and has usually led to the injUdicious multiplica,.. 
tion of industrial plants, and very often tQ the cultivation of inferior land. 

V. THE ELEMENT OF COMPETITION 

110. There has been competition (a) between the railways themselves, (b) 
between the railways and the waterways during the season of navigation, and 
(c) between the railways and the highways. All three forms of competition 
have been publicly subsidized, the first by grants of lands and moneys, the second 
by appropriations for improvements and free use of the waterways, and the 
third by the provision of expensively paved and inter-connecting systems of 
highways. 
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111. The Canadian Pacific state that during the decade, 1920 to 1930, there 
had been constantly increasing competition between the two railways, and that 
the extent and intensity of that competition was not warranted by the present 
day traffic and earning conditions. Recognizing that, the two companies had 
been co-operating to reduce costs where joint action was desirable and possible, 
but it was the opinion of the Canadian Pacific that there was a limit to which 
competing systems could go in acts of co-operation so long as they remained 
distinct and independent units under different ownership. 

112. The president of the National System was quite frank in his declara
tion that, since the consolidation of the Canadian National in its present form, 
it and the Canadian Pacific had proceeded "in the way habitual to all rail
ways" to compete with one another. It had remained for the depression, which 
set in during the autumn of 1929, to point the way to a saner course. He indi
cated that competitive construction between the Canadian National and the 
Canadian Pacif)c had no doubt been due to the lack of a central authority to 
control such tendencies, and suggested that the time had come when control of 
such matters should be set up if the railways were to continue as separate 
entities. 

113. It was this traditional competitive impulse that involved the railways 
in heavy expense, both capital and operating, in passenger equipment and ser
vices-a department of railroading as to the profitable character of which 
opinions have always differed-and at a time when the volume of passenger 
traffic was sharply declining. Not only was there internal competition as 
between the two railways during, this period, but there was developing an exter
nal competition of revolutionary import' arising from highway traffic. This 
should have been regarded as of sufficient importance to have warranted co
operative action and to have prevented the continuance and extension of luxuri
ous and duplicative passenger services, with seeming necessity to provide such 
ancillary enterprises as hotels and coastal steamships. Not only was there 
duplication in operation of passenger trains, but practically identical schedules 
were adopted when a "staggered" service would have been better adapted to 
serve the public convenience. These wasteful practices extended to house 
delivery of tickets, the mutiplication of city ticket offices, to radio activities, 
costly advertising, and the establishment of a standard of passenger travel quite 
beyond the requirements of the country. 

114. Had this competition existed between private companies, each depend
ent upon its own resources to raise the capital and to pay the bill, it is likely 
that years of adversity would have brought wisdom. But one of these com
petitors was backed by the long purse of the State, and the consequences of these 
errors and extravagances must be borne by the taxpayers, and in this connec
tion we must not lose sight of the fact that the Canadian Pacific, the principal 
rival of the Canadian National Railway, was at the same time the largest tax
payer. The evils of this unfortunate competition did not rest there. Challenged 
by the State-subsidized National System, the Canadian Pacific felt compelled, 
in the defence of its own interests, to meet the challenge. Now in the interests 
of both railways and of the taxpayers of Canada there must be a cessation of 
aggressive and uncontrolled competition, and while the Canadian Pacific must 
be afforded proper protection from the State-subsidized activities of the Cana
dian National, it is not possible to absolve the privately-owned company from 
a share in the general competitive follv. 
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VI. DOCLTh'L IN PASSENGER TRAFFIC 

115. The decline in passenger traffic &9 between 1923 and 1931, and the 
very great drop in passengers carried as between even 1930 and 1931 (about 
42 per tent), is shown in the following table:-

1923 1930 

Caudio National Railways ................ .. 23.&:1.7'111 17.1103. '~I 
Cuad.iaa Parific RaiI ... y ....................... . a.m.w. 12. ft6.llt 

Totals ............................... . 

1111 

12.800.411 
•. "'.230 

:2.33.1.&11 

116. Taking 1923 as an index the follo\\ing statement of pas-'''t'ngcr train 
mileage shows that the Canadian Pacific more effectively reduced train services 
to meet the changing conditions:-

1923 ........................... . 
1931. .......................... . 

Decrease ............................... . 

:14.093.148 
23 •• :8.018 

371.128 1·86 

C.-diu Pari6e 
lDdt'S 

2O.801U70 
1'.6¥:!.7SS 

1.113.6lI.t 

100·00 
.. ·61 

I·as 

117. The trend over the period, 1923 to 1931, of passenger train earnings is 
shown.in the following statement:-

C.-\XADUS X.-\TIOX.\'L R.ULWA 1'8 

Year Total lodes P ... T,.. ladea Xile 

I • e1 ... 
1923 .............................................. . (:1. 011. 41)7 100·00 tSJ 100·00 
1931. ............................................ .. 40.:aJO. ,M .. ·10 140 11·1. 

Dro-reaoe ••................•...............•...•.•. 
~------+------+------+-------

20.680.703 ~·90 883 32-81 

CA.'\ADlA. ... PAonc R.ULWA Y 

Year Total lades PerTraia lDdea mile 

• • eta. 

1923 .............................................. . 59. 717.6.'l7 10000 t!17 100·00 
31.IM.m 62·22 189 M·/I.t 

!:!.363.m 37·08 , .. St'11 

1931 .............................................. . 
~----~-----~------+------Deerease ......................................... . 

COllBI~"ED CA. ... ADIA...'i NATIOXAL AXD CA.. ... ADlA.'i PACIFIC RAILWAyS 

Year • 
1923......................................................... 120.~.tU 100·00 
1931 ..... " .... .. .. .. .... .. .. .. .. ..... . .. ... .. .. . . .. .... ..... 77.4&.1. IbI "·18 

Deerease........................................ U.N.1I38 as· 82 
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118. The foregoing tables show that the Canadian Pacific passenger train 
mileage was 19,692,785 in 1931, or 5'35 per cent less than in 1923, and the Cana
dian National was 23,718,018 miles, a decrease of only 1·56 per cent. But for 
intensive competition greater reductions might have been made in train service 
to meet the reduction in passenger train earnings which, for the combined rail
ways, \\as 35'82 per cent for the period. This, in particular, would have been 
possible in recent years. A study of the statistics for the entire period shows 
that the Canadian Pacific commenced to reduce train mileage in 1929, while the 
Canadian National that year increased its train mileage over the peak year of 
1928. With gross expense on a comparable basis, it is found that the Canadian 
National, in 1931, with 120 per cent of the train mileage of the Canadian Pacific, 
had only 109 per cent of the train earnings. This supports the view that the 
Canadian National has maintained a passenger train service out of proportion 
to the traffic offering 

VII PASSES AND FREE TRANSPORTATION 

119. Related to the question of passenger service and revenues is the matter 
of passes and free transportation. Reduced rates and free transportation in 
Canada may be granted only as provided by the Railway Act, which restricts 
such privileges to railway officials and employees and their families; to members 
of the provincial legislatures within the confines of the various provinces; to 
dependent members of the families of members of the Senate and House of Com
mons of Canada, and such officers and staff of the Board of Railway Commis
sioners as the board may determine, "or for such other persons as the board 
may approve or permit." In the exercise of the discretionary power thus per
mitted, free transportation is issued to certain Dominion Government employees. 
The Act also authorizes the railways to grant free carriage to the Governor 
General and staff and families, and to Senat.ors and Members of Parliament on 
production of certificates of membership in either House. 

120. During the year 1930 the following free passes were issued by both 
railways:-

Canadian 
National 
Railways 

Long servict' annuals to employees. . . . . . . . . . . . . . . . . . . . . . . . . . • • . • . . 77.212 
Other annual passes... ..... .. . .. .. . ....... . .. ........ . .... .•..... 16,858 
Trip passes to dependents of "Senators.and Members, Government 

employees and p .... ss....... .. ..... .. ... .... ...... .. .. ......... 6,011 
Other trip passes, mainly railway emplo) ees ~d dependents .• ; . . . . 288,639 

Canadian 
Pacific 

Railway 

62,683 
21,331 

8,067 
266,659 

Both 
Lines 

139;898 
38,209 

11,078 
833,298 

121. During 1930 the total number of employees of the Canadian National 
:Rnilways was 94,334, or H)6~219 if outside operations such as express, telegraph, 
hotel and subsidiary companies are added; while the Canadian Pacific had 
61,607 engaged in direct railway employment, and another 9,111 engaged in 
affiliated operations, making a total o~ 70,718 for that company,_ or a combined 
total of 176,937. We are informed that the trip passes issued to the employees 
of railways and their dependents were for the most part issued on railway 
service. . . 

122. The railways were asked to supply additional details as to trip passes. 
One of the two systems w~s:unable ta provide this information, but that supplied 
by the' other may be 'regarded as representing the general Canadian practice: 
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This indicates that, of 294,640 trip passes issued by one railway in 1930 the di$
tribution was as follows:-

Dependent members of familiae of canadian Senators .........•.••...• '" .•• 
Dependent members of families of Members of Parliament ................ .. 
Government employ_ and their dependent memben of family ............ . 
United Statee Immigration alld Custom. officers •.•.••...•..........•.... ,. 
Press representativee .•••••.....•..•...............•........................ 
Charity cases ............................................................. . 
Officers and employeee of the railway and. their dependent memben of 

family ................................................................ . 
Officers and employ_ of other railroad and eteamahip oompaoiee and Uutir 

dependent members of family ......................................... . 

812 
2.823 
1.063 

M 
1.060 

10 

m.M' 
'1.714 

123. We have looked into the practice in Great Britain and the United States 
with regard to railway passes, and find that, making allowance f'Or travel on 
company business, the issue of trip passes to railway employees and dependents 
in Canada is not out of line with United States practice, and is, if anything. 
less generous than the British practice. On the other hand, the Canadian and 
United States practice with respect to long service annuals to employees is on 
a very generous scale and would seem to have no counterpart in British railway 
practice. 

124. In the United Kingdom, a Member of Parliament wishing to travel to 
or or from his constituency applies to the accounting officer of the British House 
of Commons f'Qr a warrant which, in effect, instructs the railway company to 
issue a ticket in accordance with the requisition contained in the warrant. The 
member presents the wanant at the railway station, and the necessary ticket 
is issued to him free of charge, the railway company billing the accounting 
officer of the House of Commons at the end of each month for such transporta
tion as may have been issued on members' account. The fares so charged are 
the same as those charged the general public. A similar procedure is adopted 
in connection with the staffs of the various government departments. In the 
United States free transportation is not supplied members of the Senate or of 
Congress; nor is there issue of free transportation on press account. 

125. We are of the opinion that where the statute imposes an obligation upon 
the railways to provide free transportation for membe1'8 of the federal parliament 
or provincial legislatures, and their dependents, or for civil servants and depen
dents, the State should bear the cost of the service involved. It is also suggested 
that the discretionary power in the matter of free transportation presently vested 
by law in the Board of Railway Commissioners be reviewed. The Interstate 
Commerce Commission of the United States is permitted no such discretionary 
power. 

VIII. OPERATING EFFICIENCY 

126. During the period under review the Canadian National did not lack 
roIling stock or motive power necessary to efficient operation. The Canadian 
National was exceptionally well equipped with locomotives, having, during the 
nine-year period, acquired 509 locomotives as compared with 173 for the Cana- . 
dian Pacific, while the average tractive power per locomotive increased from 
32,800 pounds in 1922, to 39,200 pounds in 1931, or 16·4 per cent in the case 
of the National system, compared with from 31,349 pounds to 35,338 pounds or 
12·9 per cent, in the case of the Canadian Pacific. Whereas in 1922 the Cana
dian National had 12'1 per cent more passenger train cars than the Canadian 
Pacific, in 1931 it had 18·1 per cent more. In 1922 the Canadian National 
Railway had 34·4 per cent more freight cars than the Canadian Pacific and, 
in 1931, 40·9 per cent more. The average mileage operated (first main track) 
of the Canadian National system was 39·6 per cent.greater than that of the 
Canadian Pacific. The ratio of freight car ownership of the Canadian National 



RAILWAYS AND TRANSPORTATION IN CANADA 47 

System is thus found to approximate closely the difference in the actual mileage 
operated by the two systems. Generally speaking, the CaItadian National has 
been abundantly equipped. 

127. The operating revenues and expenses for 1922 and 1931, contrasted 
with the peak year of railway operation, 1928, were:-

CANADIAN NATIONAL RAILWAY 

Year 
Railwa} 

Operating 
Revenues 

S 

1922.... . . . . . . . . . . . . .. . . . . . . . . .. . . . . . . . . . . . . . .. . . .. . . . . . . . . . . . . . . .. . . . .. .. 23B, 736, 397 
1928...................................................................... 304,591,268 
1931... . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. . . . . . . . . . . . . . . .. . .. . . 193,97B,132 

CANADIAN PACIFIC SYSTEM 

Railway 
operating 
revenues 

S 

1922................ ..................................................... 20B, 640,649 
1928...................................................................... 2BI,567,043 
1931....................... ................................................ 154,963,411 

Railway 
Operating 
Expenses 

S 

232,l1B,971 
249,731,69B 
193,574,834 

Railway 
operating 
expenses 

S 

164,725,299 
189,602,528 
124,448,912 

128. Using 1922 as an index, the percentage relation of the revenues and 
expenses for ~he same years was:-

Canadian National Canadian Pacific 
Railways System 

Year Revenue Expenses Revenue Expenses 

1922 ................................................ . 100·0 100·0 100·0 100·0 
1928 ................................................ . 129·2 107·6 122·3 116·1 
1931 ................................................ . 82·3 83·4 711-4 7fl·8 

The decreases in revenue of both systems were accompanied by a closely 
related decrease in operating expenditures and the relation of earnings to 
expenses remains substantially unchanged. 

129. The percentages of revenue of both railways from various sources 
over the, nine-year period are as follows:-

Canadian Canadian 
National Pacific 
Railways System 

per cent 
, 73·32 From Freight S"";ce . ......... '" ............................................ . 

From Pa.senol1/' Train S"";c_ 

per cent 
67·79 

13·7B 16·09 
1·42 1·81 
5·32 8·19 
6·19 9·12 

~':l~~~:~.::::::::::::::::: :::::::::::::::::::::::::::::::::::::::::::::: 
Express ................................................................. ;. 
Other ................................................................... . 

100·00 100·00 
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. 130. A classification of'. the freight tonnage by commodities, based on the 
average of both ranways for the years 1923 to 1931 inclusive, s!IOWS that in 
the movement of agricultural commodities the Canadian Pacific has enjoyed 
the premier position, while the Canadian National predominates in the move
ment of the products of tp.e mine, the. forest and of manufactured goods:-

Canadian I C"nadiaa 
National Parific 
Railway. Ra.lway 

Per .... 0\ of \01 aI 

Wheat and other grain ....................................................... . 
Flour and other mill products ......•••........................... , .......... .. 
Other agricultural produot8 .................................................. .. 

13·00 2278 
au "·4f1 
J·OII 1012 

2000 31·311 
2·M . 2·47 Total animal products: ..................................................... .. 

22·37 17·n. Coal and ore .................................................................. 1----1----
fl· PO 0·74 
1·7~ 3·21 

Sand, gravel and atone ....................................................... . 
Other mine products ......................................................... . 

1----/---
34·22 27·'" 

Total forest products ......................................................... . 16·110 13·87 

Total manufactured and miscellaneous products .....•••........•..•....•...•••. 
1----/----

26·n U·12 

100·00 JOO·OO Grand total .......... , .... , ................................................... 1-----1-----

131. The revenue ton miles for the Canadian National lines, in 1931,w88 
14,192,123,395, or 31·5 per cent greater than that of the Canadian Pacific, 
which was 10,793,152,571. The net ton miles per mile of line (revenue and 
non-revenue freight), a customary unit expressive of density of traffic, was, for 
the Canadian Na.tional Railways in 1931, 672,593, as compared with the Cana
dian Pacific's 729,023. The showing of the Canadian National in this regard 
was greatly improved by the contribution of the Grand Trunk Western portion 
of the system, where the net ton miles per mile of line was 1,402,377. 

132. The CaDadian National (Canadian lines) has not as many train miles 
·per· mile of road as the Canadian Pacific and, therefore, has a greater proportion 
of expenses per ton mile, which fact results in the absorption, .by the Canadian 
National, of a higher proportion of fixed expense for a given 'Volume of traffic. 
Th~ Canadian National has not been able to attain the loading per car which 
the Ca.nadiaI} Pacific, hassectired, obviously a disadvantage from the point 
of view of operating cost~.·The slump in tonnage must be taken into account 
when considering car loading achievement. 

133. 'A. commendable feature' :o( CanadiaD National performance over the 
period has been the economies realized in coal consumptio~. This is expressed 
in the following table:-

POU!olDS OF COAL CONStTMED PER J,ooo GROSS TON MILES 

________________ ~~ __ ~ __ ~ ________________ ~ __ 1__-1-9-~---~-

1411·0 I 117·0 
130·0 113·8 

C~nadian National. ......... ; ....................... , .... : : .: ....... ,: : .... , . ' 
C/IoDadian Pacific ........... :;: .............................................. . 

The lower gradients of the Canadian National System are reflected in this 
comparison of coal consumption. _____ ... __ .__ 
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134. The locomotive fuel bill of the two systems dropped fmm $58,242,655 
in 1923 to $29,433,816 in 1931, both companies reducing these expenditures 
by one-half. The reduction in the price of coal has been but slight, but the 
drop in tonnage has been considerable. The proportion that fuel bears to the 
general cost of railway operation is shown "in the following statement:-

Canadian National Canadian Pacific 
Operating Ratio8 

1923 1931 '1923 1931 

per cent per cent per cent per cent 

Fuel (or locomotives ................................ . 13·12 8·55 12·09 8·69 
Other operating expense8 ............................ . 78·66 91·16 68·91 71·62 

Total.. ................................. . 
1------1-------1------1-------

91·78 99·71 81·00 80·31 

It will be noted that while the Canadian National fuel ratio dropped from 
13 ·12 per cent to 8' 55 per cent, the ratio of other operating expenses increased 
from 78·66 per cent to 91·16 per cent, not only effecting the saving in fuel but 
increasing the ratio of total operating expenses to revenues by 7 ·93 per cent. 

135. In seeking a "yard stick '" by which to measure operating results of 
the Canadian National Railways it has been customory to take Canadian 
Pacific Railway performance. This, however, must not· be regarded as an abso
lute criterion. Operating costs are bound to be affected by differences in size 
of the properties, the purpose as well as the type and standard of construc
tion, the general physical condition, the differences in character and volume 
of traffic, average haul of freight, and train and car loadings. However, if 
the level of expenses of the CAnadian Pacific is to be accepted as measurably 
determining what the relative operating charges of the National lines should 
be, the information placed before us by the experts who have been engaged 
in correlating the statistical data of the two systems indicates that the oper
ating costs of the Canadian National System are in certain particulars much 
higher than they should be. This would appear to be the case in the item of 
supervisory expenses, also in station and yard services. The Canadian National 
costs were greater than the Canadian Pacific by 63·5 per cent for superintend
ence, 38·2 per cent for station service, and 69'7 per cent for yard service, while 
the train mileage of the National lines was only 22·8 per cent, and the car mile
age 34'9 per cent greater than that of the Canadian Pacific. 

136. The immense expenditures of the Canadian National for the improve
ment of its property, the larger additions to its rolling stock, the advantages of 
increased tractive power, and the more generous expenditure upon the upkeep 
of its property, should have made possible a great improvement in operating per
formance. Whether the improvement actually secured has been commensurate 
with the expenditure involved is a moot question. 

IX. OPERATING RATIOS 

137. The operating ratio of a railway (being the proportion of operating 
expenses to operating revenues) is generally regarded as indicative of the effi
ciency of operation and management of an enterprise. Under comparable con
ditions an increase in this ratio would indicate a falling off in the efficiency of 
the railway; a decrease in the ratio would suggest greater efficiency. 

138. In comparing the performance of two railway systems on the basis 
of operating ratios, it is necessary, before drawing conclusions, to make allow
ance for factors that may adversely affect results in the case of one or the other. 
and to ascertain as far as possible that the figurl!>l that enter into the ealcula-
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tions are on a comparable basis. A detailed· analysis and· comparison of the 
operating accounts of the Canadian National and Canadian Pacific was made 
by an independent railway accountant employed by the commission to ensure 
a fair basis of comparison between the accounts. The results of this comparison 
appear in the following table:- . 

OPERATING RATIOS 

Year 

1923 .......................................................................... . 
1924 ........................................................................ .. 
19211 ......................................................................... . 
1926 ......................................................................... . 
1927 ......................................................................... . 
1928 ......................................................................... . 
1929 ......................................................................... . 
1930 ......................................................................... . 
1931 •••.•......•••............................•••.....•..••••.......•...•...•. 

Canadiaa Canadi .. 
National Pacific 

91·8 
92·8 
86·7 
82·8 
84·9 
82·0 
88·8 
91·' 
99·8 

81·0 
80·8 
17·8 
78·8 
78·8 
18·' 
17·8 
78·' 
80·3 

139. There are undoubtedly factors that adversely affect the Canadian 
National in comparison with the Canadian Pacific. The officers of the National 
system operate two great railroads which were constructed as competitors, with 
consequent duplication of tracks, shops and facilities, a condition which the co
ordination which has gone on progressively for a decade has not yet entirely 
overcome. There are also considerations of lighter traffic and shorter average 
haul with consequent greater terminal and yard expenses in the case of the 
National lines. 

140. The Canadian Pacific was constructed and developed as a single uni
fied system of railways and thus avoided many of the disadvantages which apply 
to the Canadian National system. 

141. An analysis and comparison of accounts of both companies, with due 
regard to the considerations put forward by the Canadian National as adversely 
affecting their operations, do not, in our opinion, justify the very considerable 
differences in the operating ratios of the two systems. 

X. POLITICAL AND PUBLIC PRESSURE 

142. The conduct of the affairs of the National Railway has been subjected 
in the past to political and public pressure. It is, however, necessary to make 
a distinction between unwarranted political interference and the influence of' 
broad public policy. To the latter category belong several of Canada's major 
transportation schemes, such as the Intercolonial and Canadian Pacific projects, 
which were the outcome of definite political arrangements based upon broad 
national considerations. Others; such 8S the original Grand Trunk, in a lesser 
sense, and the Canadian Northern and Grand Trunk Pacific in more marked 
degree, represented a compromise between the aims of private promoters and 
the endeavour of the state to tum those ambitions to national advantage. While 
certain of these projects became warmly contested political issues, they were 
endorsed by the Canadian electorate at successive general elections, and were 
accepted as approved national policy. 

143. The majority recommendations of the RoyalCommiRsion on Railways 
and Transportation in 1917 were designed to provide safeguards against political 
interference which is instinctively to be feared in the conduct of a public enter
prise of the magnitude and character of the Canadian National Railways. But 
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the Government of the day declined to follow the plan of organization recom
mended by the commission, which was in substance to place control in a 
permanent and self-perpetuating Board of Trustees. 

144. There was adopted, instead, the plan which is contained in the 
Canadian National Railway Act. This Act provides for a Board of Directors 
to a maximum number of seventeen, appointed by Order in Council, holding 
office from year to year. Appointment to the office of chairman of the boa~ 
and president of the company is made by the Government, and concurred 10 

by the board. . . 
145. Under the circumstances, the directors' functions have been in practice 

nothing more than advisory. It would seem that they generally gave formal 
approval to programs of expenditures which they appeared to regard as the main 
concern of the president and the Government. This left the railway open to 
political influence and tQ public pressure exerted by communities and by asso
ciations of business and labour interests. 

146. Of direct political interference by ministers and members of Parlia
ment in the detail operations of the railway. we were assured by the officials 
there was little or none. It was in the larger sphere of policy that politic.al 
considerations led to unwise and unnecessary capital expenditures, the result of 
which was to create an atmosphere in which the ordinary principles of commer
cial operation of the railway were lost sight of. 

147. The President of the Canadian National Railways, in a considered 
statement made to this commission in the course of its inquiry, expressed the 
following views:- . 

II One of the inherent disadvantages of any st.'lte-owned enterprise such as the Canadian 
National Railway, is the problem of political interference-and one might also add, public 
pressure. In making this statement I wish it distinctly understood that I imply no criticism 
of anv Pllrt}· or any I!:overnment. present or past. I merely state a fundamental and univer-
8Blly admitted condition. 

II The leaders of all political parties and the people of Canada as a whole are a unit in 
their desire to prevent political invasion of the Canadian ~ational Railway. But the plain 
fact is that, irrespective of such wishes and desires, the problem presents difficulties beyond 
the control of our leaders, be they ever so patriotic or high minded. After all in any form 
of popubr government it must be accepted as axiomatic that the business of government 
is politics and, irrespective of whether one likes it or not, politics is something with which 
a government must reckon in all its activities." 

148. The President of the Canadian Pacific appeared to be more concerned 
over the activities of what he termed II politically-minded" executives of the 
publicly-owned railway than he was over straight political pressure for definite 
ends. He said:-

II We tslk a great deal about political interference being damaging to railway operations, 
and we know that that is true, generally speaking. But when we say it we seem to think 
the only political influence is that exerCISed by a government, or a member of government, 
or a member of parliament. To my mind the WOrl't kind comes from the political attitude 
of men in publicly-owned institutions. Possibly they are not conscious of it, but they 
Ile('ome politically-minded; their policies and actions have a political tinge, and that, from 
my standpoint. is more serious as representing the attitude of the corporation than the 
isolated act of a member of parliament who tries to get a man employed . 

.. Yeai'll ago the ability of pri\'ately-owned railway companies to withstand political 
pressure was somewhat limited. To-day it is nothinet like it was. because we can say 'no' 
to that kind of pressure. BlIt the politi<'S that develop inside an organization because it 
is publicly-owned, and not privately-owned, is • serious thing . 

.. \\' e spoke of not being able to anticipate what government policies would be towards 
any railwav. and I believe we cannot tell from year to year what the policy of any I!:overn
ment would be in respect of its raihny property. Providing It owns it, and has • measure 
of control of its policies, and so long as they are putting up the money we cannot avoid 
that possibility.u 
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149. Possibly.the year 1929 affords a striking example or what political 
and public pressure, presumably, were able to aecomplish. 

150. The Canadian National Railway requirements authorized by Parlia
ment during the fiscal year 1929-30 were as follows:-

Canadian National Railway Budget for 1929 ....••..........• 
Canadian National Eastern liDei Deficit (1929) and 20 per 

&3.750.000 

cent reduction in tolls..... ..... . .... .. ....... ....... ... 11.808.172 
Prince Edward bland Car Ferry construction.............. 2.800.000 
Branch Line Construction (1929-1932)....................... 30. J3f1.32~ 
Montreal Tenninale (Construction)......................... 80,000.000 
Acquisition of Railways......... .. .. . . . . . . . . . . . . . . . . . .. . . .. 31.247. BOO 
New Equipment 188Oe.................... ................. 18.1lOO.000 

----I 192."1.901 

In addition, construction programs were proceeding under prior legisla
tion, the unused authorities being for:-

Branch Linee Construction.................................. 9,4112,021 
Toronto Tenninala Construction............. ........ . . ..... 3.583,863 

-----II 13.068.884 

Total expenditure. authorized ................................ S 209.807.881 

151. The actual cash expenditures during the same year covered by these 
authorizations amounted to 1113,859,777, the balance, 191,748,104, being charge
able to subsequent years as construction work proceeded or obligations on account 
of roads purchased matured. 

The foregoing does not take into account other legislation which provided 
for the refunding of 118,000,000 of maturing securities, nor $6,396,000 voted for 
the Hudson Bay Railway and terminal development, in the same year. 

152. The net increase in funded debt of the Canadian National due the 
public for the year 1929 amounted to $]44,670,459; whereas the annual increase 
for the previous six years had averaged 128,897,648. 

153. Annual interest on the funded debt in the hands of the public, which, 
at the end of year 1928, was $41,810,880, increased to 155,587,145 at the end 
of the year 1931, due largely to the expansion policies of 1929. 

154. When considering the scale upon which branch line extensions and 
acquisitions, as well as hotel expenditures were made, and railway and steamship 
services duplicated, it is impossible to avoid the conclusion that the Board of 
Directors and the management of National Railways were amenable to political 
influence and pressure, which it would have been in the public interest to have 
withstood. 



CHAPTER IV 

CONTRIBUTORY CAUSES OF. THE RAILWAY PROBLEM 

155. Before proceeding to discuss remedies for a solution of the trans
portation problem, it is proposed to summarize the factors that have contrib
uted to our present situation. There may be differences of opinion in regard 
to the relative importance of these €everal factors, but there can be none as to 
their cumulative effect upon the railways or as to the necessity for a genuine 
attempt to improve the situation, both in the interests of the railways them
selves and of the tax-payers of Canada. The principal contributory causes 
have been:-

1. The over-development of railways beyond the immediate needs of the 
country. 

2. Aggressive and uncontrolled competition between two nation-wide rail
way enterprises, a competition the more disastrous in that one of the 
competitors was publicly-owned and supported by the full resources of 
the Dominion. 

3. The reactions of the world trade repression which began in 1929 and 
has progressively increased in its severity with each succeeding yea!" 

4. Competition from other forms of transport, notably road transport. 
5. Inelasticity of freight rates and railway practice generally which pre

vents prompt action -in the meeting of falling revenues and dealing 
effectively with competition from other forms of transport. 

6. Contractual arrangements with labour organizations which set up a rigid 
wage scale and inflexible labour practices generally. 

7. The special disabilities of the Canadian National Railways due to:
(a) Assumption, through Government action, of liabilities of insolvent 

railway systems for reasons of national credit. 
(b) Large capital expenditures for improvement of the physical con

dition of the absorbed systems. 
(c) Political and community pressure on the management arising out 

of direct government control. 

Of these items, three have already been dealt with in the preceding 
chapters, i.e., aggressive and uncontrolled competition, political and community 
pressure on the management of the Canadian National, and the burden of 
excessive capital liabilities of the latter system. No further discussion of these 
matters is called for here. 

I. EXCESS MILEAGE 

156. In the earlier part of this report emphasis has been laid on the excess 
mileage of Canadian railways. The policy of branch line expansion in the 
period 1924 to 1930 has also been dealt with. It has been pointed out that 
the popUlation per mile of steam railways in the United States is more than 
double that in the Dominion, and competent railway authorities in the United 
States concede that there is a great excess of mileage in their country. Refer
~nce has been made to the low traffic densities prevailing upon the greater part 
of the Canadian mileage. The traffic density maps. which accompany tlhs 
report, tell the story in graphic form. In the interests of sound railway practice. 
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a careful examination of all light traffic lines should be undertaken forthwith 
by both railways "1:.0 determine what should be retained and what should be 
abandoned. Where the decision is for abandonment, operations should be 
promptly suspended, and the salvaged material recovered then or later. Thought 
should be given to the operation of a considerable mileage during a portion 
of the year only. Radical reductions, not only in the service on these light 
traffic lines, but also in the mileage of this group is essential if economic 
security is to be restored to the railways. 

II. TRADE DEPRESSION 

157. In so far as the position of the Canadian railways is the result of the 
depression in world trade, they have merely shared the general fate of most 
industries and of railways in other countries. In the United States of America 
the recession in railway earnings did not appear until 1930, but by the end of 
1931 the net operating income of the Class I roads had fallen from $1,395,348,471 
to $662,314,465, (more than 50 per cent) which is greater than the reduction 
shown by the Canadian Pacific Railway Company. The more favourable show
ing of this company is no doubt due to the drastic reductions in workmg 
expenses and services, undertaken at an earlier date than on the United States 
roads, and therefore showing their full effects in 1931. Since any measures 
looking to a revival of trade are beyond the scope of the Commission's inquiry, 
we pass from this topic with the observation that an increase in traffic of even 
20 per cent above the figures for 1931, which would still be below the gross 
earnings for 1925 would result in substantial improvement in the railway position 
in Canada. Experience gained in operating at reduced costs in the last two or 
three years should not be lost and should therefore be reflected in a greater 
ratio of net earnings. 

III. COMPETITION FROM OTHER TRANSPORT AGENCIES 

(a) RoAD TRANSPORT 

158. Road transport in the past decade has challenged the supremacy of 
the railways in the field of transportation both in the conveyance of passengers 
and freight. In 1923 there were 515,178 private automobiles registered in Can
aila, while in 1931 this figure had increased to 1,024,385, an increase of nearly 
100 per cent. During the same period motor coaches undoubtedly increased 
considerably. Records for years prior to 1927 are not available but the number 
of motor coaches registered in 1931 was 1,636, and this represented an increase of 
61 per cent over 1927. Motor trucks, both privately-owned and common carrier, 
now number 165,855, which represents an increase of 214 per cent over the number 
registered in 1923. The total motor vehicle registrations (exclusive of motorcycles) 
i~creased during the period we have under review (viz. 1923 to 1931) from 
576,668 to 1,197,188, or more than 100 per cent. This development has brought 
about a lasting revolution in the travel habits of the people, and in many respects 
has wrought a transformation in the economic and social life of the country. It 
has given facilities for transport never before enjoyed by the general public, 
and has given trade and industry facilities of great and permanent value. 

159. But, while the motor vehicle has done much to create and stimulate 
travel, it has also effected the diversion of a considerable volume of traffic from 
the railways. It is the private automobile which has mainly been responsible 
for the diversion of the bulk of the passenger traffic to the highways, with the 
result that the short distance passenger traffic of the railways has shrunk to 
.small proportions and their long distance passenger traffic is threatened. The 
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transfer of traffic from the railways to the motor coach has not in the aggregate 
reached, as yet, large dimensions, 'bu.t the use o~ this agepcy of transport is 
increasing and its effect upon the r~Ilways has, In some of the more. densely 
populated districts, already bee~ consIderable. In the conv~yan~e of freI~ht, the 
motor truck, principally the p.flvately-owned, has made seflOUS Inroads Into the 
short distance traffic of the raIlways. 

160. In fairness to the road vehicle, it should be stated that this diversion 
of traffic from the railways to the highways is in many cases due to the fact 
that conveyance by road is intrinsically a more suitable form of transport, either 
because the convenience afforded by the road vehicle outweighs other consider
ations or because it is definitely cheaper. But in so far as the diversion is 
due to' lower costs as a result of road vehicles not bearing their fair share of the 
cost of the highways which they use, or because they are free from regulations 
analagous to those imposed on other forms of transport, then such a diversion 
may very well be opposed to the best interests of the country's welfare. 

161. With the eJCtension of hard-surface roads and the increasing mileage 
kept open in the winter, a wider use of motor vehicles must be anticipated and 
such an extension will bring in its train further diversion of traffic from the rail
ways. In seeking a permanent solution of the railway prdblem in Canada this 
comparatively new and convenient form of transport, and its effect upon the 
railways, cannot be ignored, and a fair basis of competition between these two 
transport agencies, in so far as they ·are acting as common carriers of either 
passengers or freight, must be found, not only in the legitimate interests of the 
railways but also in the interests of the public and trade and industry generally. 
We feel that not only is unfair competition between nilways definitely harmful 
to the general welfare but that unfair and unregulated competition between 
railways and road operators is also damaging, resulting as it does in waste and 
duplication of effort. 

162. In an ·appendix to this report we have included a chapter giving 
statistics of highway transport in Canada and information as to the fees charged 
and the regulations imposed by provincial governments, together with a summary 
of the views submitted to us of various highway authorities and of those engaged 
in the motor transport industry. 

163. It is generally recognized that there is a need for regUlating road motor 
services and for equalizing the conditions under which road and rail services 
are provided. Especially is this need recognized when regard is had to the extent 
of the regulations imposed on the railways, to the almost entire absence of regu
lations .of road operators, particularly those operating freight services, and to 
'the fact that it has been the practice to establish railway freight rates on the 
assumption that the transportation of freight was to all intent!) and purposes 
the monopoly of the railways. Upon this hypothesis tariffs and tolls have been 
established on a comparatively high scale (when regard is had to the actual cost 
of ()pera·tion) for the carriage of short distance package freight and for express 
services, and upon a lower and less remunerative scale for the transportation of 
heavy and bulky commodities which are generally conveyed .over long distances. 

164. If the railways lose a large part of their profitable short distance 
traffic to the roads a readjustment of the whole freight rate structure may be 
necessary, with a possible increase in the rates charged for the long distance 
and heavy freight traffic. 

165. It is essential that the country should have the free and unhampered 
use of the cheapest forms .of transport and therefore no restrictions which would 
unfairly prejudice the road u~er should be imposed. The railwaye themselves 
should be empowered to prOVIde and operate services of road vehicles, subject 
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to whatever restrictiona are imposed upon other road transport operators. On 
the other hand, in-our opinion, in Canada, where of necessity freight must be 
conveyed in large quantities over long distances at all times of the year, railway 
transportati'On is essential to the ec.onomic welfare of the country. Because they 
are essential and because the railway freight rate structure implies conditions 
approximating to a quasi-monopoly, the railways require, if they are to continue 
to operate efficiently, a measure of protection from J.ong distance road competi
tion and an equalization of the conditions under which short distance traffic is 
carried. 

166. Any restrictive regulatioBs impo~ed on the road vehicle will not 
determine the division of the functions as between roads and railways except 
,to a relatively limited extent. In our view, this division of function will not be 
best obtained through the arbitrary action of governments, but rather through 
the efforts of those engaged in the transport industry. By concentrating les8 
on mutual competition and by turning their energies to the co-ordination of 
the services they provide, a properly co-ordinated system of transport will 
be evolved. In our view the true function of road transport, in such a 'co
ordinated system, as auxiliary and complementary to the steam railways, would 
appear. 

167. Under the constitution of Canada regulation of road transport fans 
'within the exclusive jurisdiction of provincial authorities. While the Dominion 
. Government is not limited by the constitution in the matter of taxation, in 
practice road vehicle taxes are imposed solely by the provinces. These con
siderations make it inadvisable for us to make any specific recommendations 
in regard to the regulation and taxation of road transport. The federal and 
,provincial governments in co-operation should, ho,,'ever, examine this question 
of the regulation and taxation of road motor vehicles with a view to equalizing 
the conditions under which road and rail transport is carried on, and to securing 
uniformity throughout the Dominion. A joint inquiry in which both federal 
and provincial governments were represented should enable a measure of agree
ment to be reached upon the general principles which should govern the regula

. tion and taxation of motor vehicles using the public highways. The administra
tion and adaptation from time to time of the agreed principles of road transport 
might be left to a consultative committee consisting of representatives of the 
various provincial governments and of the federal Government. 

168. In ollr view the general principles upon which operators of road 
.passenger services and common and contract carriers of freight should be 
regulated are as follows:-

(i) Schedules of rates and charges should be published. 
(ii) Within those schedules common carriers of freight should accept and 

carry what is offered to them without discrimination between cus
tomers and commodities. 

(iii) Operators should be insured against all risks, including third party 
risks. 

(iv) Operators should keep accounts on a prescribed system and render 
returns to appropriate public authority on a common basis. 

lV) Minimum standards in'regard to working conditions, including wages 
and hours of labour, should be required. 

(vi) In the interests of the safety of the public, a standard of fitness 
should be required of all operators in regard to their vehicles. 

(vii) Due regard should be had to the preservation of road surfaces, and, 
to this end, restrictions should be imposed upon the size and weight 
of road vehicles in accordance with the type and character of the 
highway. 



RAILWAYS AND TRANSPORTATION IN CANADA 57 

169. Furthermore, we consider that any joint inquiry that may be set up' 
to examine this question should give serious attention to theoinstitution through
out the Dominion of a uniform system of licensing (in addition to the existing 
licensing for revenue purposes) of road passenger service vehicles and motor 
vehicles used for the conveyance of freight, whether operated as common 
carriers, contract carriers, or used exclusively for the conveyance of the freight 
of their owners. Under such a system it is suggested that a licence should only 
he granted to common carriers of passengers and freight where it can be proved 
to the satisfaction of the licensing authority tha.t the service rendered, or pro
posed to be rendered, is in the public interest. 

170. As regards the taxation of road motor vehicles, the amount of such 
taxation, including the tax on gasoline, should reflect a fair proportion of the 
cost of providing and maintaining the highways. A fair proportion would, in 
our opinion, be equivalent to two-thirds of the total cost in respect of high
ways in urban areas, while in the more undeveloped districts the proportion 
might be increased. As to the distribution over the various classes of vehicles, 
it is suggested that the scales of taxation should be so adjusted as to fall with 
greater severity upon the heavy long distance traffic. 

(b) AVUTION 

171. The development of aviation has been one of the phenomena of the 
present century and with the advance of aeronautical science, aircraft will 
play an increasingly important. part as an agency of transport. Particularly 
will this be the case in this country where the physical and geographical 
characteristics, the sparsity of the population and the long distance between 
the centres of the population,· all tend to favour air transport. 

172. Good progress has already been made in the development of this new 
transportation instrument and much credit is due to those whose responsibility 
it is to foster that development. The aeroplane is already accepted as a normal 
means of transport throughout very large areas in Northern Canada. It has 
rendered possible travel to the farthest limits of the Dominion; with speed and 
comparative safety and without the large capital expenditures which are in
separable from roads and railways. 

173. Great as are it potentialities, aviation is still in its infancy and we 
feel that it is too early to make any specific recommendations in regard to air 
transport. The Dominion Government should, however, keep in close touch 
with the developments which are taking place, and which will to an increasing 
extent take place in the field of aviation. It is encouraging to observe that the 
two principal railways have recognized the importance of the newer mode of 
travel and their investment in one of the largest aviation. undertakings in the 
Dominion may well prove to be the foundation of a proper co-ordination between 
these two agencies of transport. 

(c) WATERWAYS 

174. ¥or eight months of the year the facilities of the railways of Canada 
are duplicated through approximately one-third of their length by a system of 
inland water transportation which, developed by the Government at great cost, 
furnishes shippers of long-haul bulk commodities _ with a service at rates with 
which the railways are unable to compete. During the navigation season our 
inland waterway' absorbs not only practically the whole of the eastbound export 
grain traffic from the head of the lakes to lower lake ports, but a considerable 
portion of internal traffic of the Eastern and Central regions in bulk commodi
-ties,- such as coal, iron ore and cement. 
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175. The explanation of the apparent anomaly of a system of inland water 
transport, dependert upon canals, operating upon a vast scale, partly in con
junction, but largely in 8ubititution for modern rail transport, is that in natural 
expanse, safety, despatch, and capacity, not to l'peak of sources of traffic, the 
Great Lakes-St. Lawrence waterway is without a counterpart among systems of 
inland navigation. To provide continuous navigation from Montreal through 
twelve hundred miles of lake and river and to the head of lake Superior haa 
required only seventy miles of canalization. Indeed conditions of navigation on 
these great bodies of water present a resemblance much closer to the scale and 
freedom of ocean transport than to the restrictions of the narrow inland water
ways which the original advent of railways so largely superseded. 

176. The sources of traffic are as extensive as the system itself. Draining 
the mid-continental basin, the Great Lakes-St. Lawrence route provides not only 
an interior system of unique length, but an putlet, the sole large outlet by water, 
to the North Atlantic seaboard, for the widest and richest agricultural areas of 
both Canada and the United States. 

177. The arterial pulse of the movement of commerce through the Great 
Lakes navigation system is to be found in the Canadian and United States locka 
at Sault Ste. Marie. It is not generally appreciated that the traffic through the 
St. Mary's river connecting lakes Superior and Huron is, in a normal scason 
in excess of the combined anuual traffic through the Panama, the Suez, the Kiei 
and the Manchester Ship canals. In 1929 the total traffic passed at Sault Ste. 
Marie (Canadian and United States locks) was 92,616,808 tons; for the Panama 
it was 30,663,006; for the Suez, 33,466,014; for 'the Kiel, 21,613,088; and for the 
Manchester, 6,558,598, a total, for the four salt-water canals of 92,300,000, or a 
slightly less tonnage than that of the fresh-water system as registered at the 
principal tally point for our international inland waters. 

178. As a result of the trade depression the decline in the ore and grain 
traffic of the upper lakes is strikingly indicated by the decrease in tonnage pass
ing through the combined Sault Ste. Marie canals since 1929. In 1930, it 
dropped to 72,897,895 from the peak ninety-two millions in 1929, and to 44,-
606,325 in the season of navigation of 1931, or more than 50 per cent. 

179. Plying these waters are scores of vessels of more than "600 feet in 
length and of 60 and 70 feet beam, some capable of carrying in a single load 
17,000 tons, or 566,666 bushels of grain. The completion of the new Weiland 
Ship canal has admitted these large upper lake freighters to lake Ontario and 
the upper St. Lawrence waters, and only one hundred miles of river remain to 
be dealt with to completely modernize the Great Lakes-St. Lawrence route 
from the ocean to the heart of the North American continent. 

180. In 1931, bl no means a representative year, the total traffic through 
the purely Canadian. canals along this route amounted to 16,189,074 tons. 
This figure would necessarily include duplications of cargoes carried through 
two or more canals. To this movement 27,651 vessels contributed. 

The classes of commodities carried included: 

Agricultural products .•.............•...........•.•....................... 
Animal products .•••......................•...•...•......•...•...•....•.• 
Manufactures .....•............••........••........•..•..•.•.••.....•..•• 
Products of forests ..•...•....•.......•..•••.....•..........•.......•..... 
Products of mines ..••••.•..•.•••.••••.••.•.•.•••.••••••..•.•••...•••.•••• 

Total .....•..............••.............•........••....•••••• 

TOIlS 
7,787,3(1f 

1/J,830 
2,976,780 

748,419 
',690,738 

16,189,07' 

181. Two-thirds of the movement of agricultural products, as listed above, 
consisted of grain, principally wheat. Canadian wheat passing through the 
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Canadian and United States locks at Sault Ste. Marie during the season of 
1931 amounted to 146,016,991 bushels, compared with 312,425,869 bushels in 
1928. 

182. The magnitude of this inland shipping route to the Atlantic should 
not be allowed to obscure the great importance to Canada of the Panama 
canal not merely as a means of increasing the flow of export grain through the 
port 'of Vancouver, but in promoting generally the export trade of British 
Columbia. Nor should the effect upon Canadian transport generally of the 
utilization of the Panama canal as an alternative route for Canadian trans
continental traffic be overlooked. During the year ending June 30, 1930, Cana
dian inter-coastal cargo used this canal to the extent of approximately 180,000 
tons westbound and 190,000 tons eastbound. 

183. Railway transportation in so far as the movement of grain and bulk 
commodities is concerned has been largely adjusted to the problem presented 
by competition from the great inland waterway. The railways carry to and 
from the head of the lakes and to and from the lower lake ports. The move
ment of grain in particular is dependent on low inland water transport and 
the fortunes of the railways themselves in Western Canada are dependent upon 
the ability of the grain grower to place his product at low cost at ocean ports. 
In this movement to the eastern coast the inland waterways are a necessary 
part. If the producers of Western Canada are to continue in the business of 
growing for export the great bulk of grain and heavy commodity traffic between 
west and east must continue to use the inland waterways. 

184. If and when grain in any considerable volume passes out of the 
country by the Hudson's Bay route, there will still remain a very large ton
nage which will seek the eastern and western ports, and it is not likely that 
the volume of traffic from west to east will vary greatly from the present 
figures. Increases in production have in general kept pace with the move
ment of grain to the Pacific coast, and it is more than likely that a similar 
experience will result from the opening of the port of Churchill to the export 
grain trade. 

185. While on first consideration it might appear that the construction of 
canals which are free of all tolls to water carriers is in effect a form of state 
subsidy to a rival transport agency, yet in so far at least as bulk traffic in grain 
and heavy commodities is concerned, complaint is not made by the railways 
on this score. The imposition of tolls would not help and would probably 
hinder the railways as tending to discourage production. The Canadian Pacific 
Railway has now, and for many years has had, its own lake boats engaged in 
the carriage of passengers and package freight, and the Canadian National 
Railway has a working arrangement for the same purpose with one of the 
largest of the lakes shipping companies. 

186. The further development of the St. Lawrence and lower lakes canal 
system, whereby package freight may pass from Montreal direct to the head 
of the lakes without transhipment may eventually make further inroads into 
the all-rail haul from east to west, but in the case of much of the package 
freight movement, time is an essential element, and the railways should be 
able to hold a large share of this movement against their slower competitor. 

187. Water-borne traffic will continue to be a factor of major importance 
in Canadian transportation both on the inland waterways and coastwise through 
the Panama canal, but rail traffic has in the main been adjusted to the conditions 
now existing and it does not seem probable that the developments now under 
way and in contemplation in connection with the Hudson's Bay route, and the 
deepenmg of the St. Lawrence-Great Lakes canals, will seriously prejudice the 
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position of the railways in the future. The competition of water-borne traffic 
has not been "an ilLportant factor in bringing about the present difficulties of 
the railways. 

IV. FREIGHT RATES 

188. While we have refrained from making any recommendations we recog
nize that the question of freight tariffs and tolls is inextricably bound up ""ith 
the question of transport. The position at the moment, however, is difficult 
and complex. It has been represented to us by many competent '\II'itnesses that 
any increase in tolls would only impose a further handicap on the Canadian 
manufacturer and producer at a time when they can least afford to shoulder 
additional burdens, and that the increased tolls might have the effect of so 
restricting traffic as to afford little, if any, relief to the railways. 

189, It would appear that, at the moment, any adjustment of the freight 
tolls and tariffs would be inadvisable, but '\II'e feel it our duty before passing 
from this question, to express the view that even under more favourable cir
cumstances the financial position of the railways may be such as to demand 
.that the whole question of tariffs and tolls, in its widest sense, should be the 
subject of special investigation, with a view to determining whether or not 
the existing tariffs and tolls charged for the conveyance of freight are just and 
reasonable both to t.he railways and their customers. In determining what ia 
fair and reasonable to the railways regard should be had inter alia to the cost 
(including the remuneration of the capital invested) of prodding these servicea. 

V. CONTRACTUAL RELATIONS WITH LABOUR 

190, The wages and conditions of employment of a large majority of the 
employees of both railways are fixed by agreements with the trade unions con
cerned. A majority of these employees are members of trade uniona which 
include not only employees of the railways in Canada but also of the railways 
in the United States. Whether by reason of this close affiliation, or for other 
reasons, it is the fact that the wages and conditions of service of railway 
employees in both countries are substantially on the ssme basis. In recent 
months the wages of the officers and employees of both systems have suffered 
certain reductions which have eased the burden upon the railways, and it is 

"satisfactory to record that these changes have been made without any 
disturbance. 

191. With the continuance of good relations between the management and 
employees of both systems, and a frank recognition of the serious financial 
situation, much can be done to ease the position of the railways, without impos
ing any undue hardship upon the employees. 

VI. SPECIAL DISABILITIES OF THE CANADIAN NATIONAL 
RAILWAY 

(a) EXCESSIVE CAPrrALIZATION AND OvERHEAD CHARGES 

192. The Canadian National System suffered under a heavy burden of 
capital liability and fixed charges with consequent unsatisfactory results of 
operations from the financial point of view. As this matter has already been 
dealt with in Chapter III no further reference to it need be made. 
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(b) PHYSICAL DISABILITIES OF THE NATIONAL ~YSTEM 

193. From 1917 to 1922, the management of the companies now comprised 
in the Canadian National System expended upon capital account in completion 
and improvement of the lines under their care the sum of $222,547,181. When 
the new management took over the consolidated lines in 1923, further capital 
expenditures were required to put the System in condition to obtain a proper 
share of traffic. The task of bringing the road and equipment to the standard 
required for efficient operation was undertaken with enthusiasm, and money 
for these purposes was generously supplied by Parliament.. 

194. In the result, there emerged an efficient transport system affording 
a service of high standard and with a loyal and enthusiastic staff of officers 
and employees, but the price was heavy. In the nine-year period, as will be 
seen from the figures set up in paragraph No. 49 of this report, there was 
expended for improvements and hetterments to roadway, for rolling stock and 
on lake and river services and the Montreal terminal scheme, but excluding 
all branch line construction, $304,551,249. Capital for these purposes had to 
be raised by increasing the debt of the System. Fixed charges increased in 
this period by approximately $20,000,000. The introduction of new capital 
in so large a volume, with every dollar carrying liability for interest from the 
moment it was expended, would have caused in itself a difficult financial position 
for the railway, even if there had been no depression in business. 



CHAPTER V 

PROPOSALS AND REl\IEDIES 

195. We have carefully weighed the informing and voluminous cvidence 
which has been placed before us in regard to a subject of major importanee to 
the Canadian people, and, in arriving at our conclusicns and making our recom
mendations, we have endeavoured to eliminate any considerations as to "'hat 
might be theoretically the best course to pursue under other circumstances 
and in other countries, and to base our judgment solely on what is best for the 
people of Canada. 

196. We have already made definite recommendations in regard to Road 
Transport, but the main problem before the commission is to secure relief to 
Canada from the heavy burden arising out of the railway situation. To attain 
this relief drastic measures of economy are imperative and schemes baving tlds 
object in mind have been suggested. 

1. PLANS 

197. The complete amalgamation of the two 3ystems bas been suggested 
as a method, not only for attaining a maximum of economy, but also for the 
most effective use of the properties. This raise!'!. the question whether it may 
be done either by public or private ownership. Whatever merits or demerits this 
proposal may have, the time is not opportune for giving serious eonsideration 
to this particular remedy; neither complete public nor complete private owner
ship is possible. 

To establish a monopoly of such magnitude and importance would place 
in the hands of those responsible for the administration of the system powers 
that would, if not properly exercised, prejUdice the interests of the Dominion 
as a whole. 

198. It has also been suggested that the Canadian National Railways should 
be leased to the Canadian Pacific Railway, either in perpetuity or for such a 
period as would afford an opportunity to effect substantial economies. 

. A lease in perpetuity presents certain dil1ieuIties. It would, whatever safe-
guards may be adopted, result in the establishment of a monopoly. 

199. Other reasons which militate again~t a perpetual lease are twofolO: 
first, should the popUlation of Canada greatly increase, the volume of traffic 
would grow and the railway mileage be materially enlarged, with the result 
that the management of so great a system might well become unwieldy and 
necessitate segregation. The second reason is a natural and justifiable hesita
tion to commit, finally, future generations, and even the present one, to a policy 
adopted under the stress of difficult circumstances, which may not be best adapted 
to a new set of conditions difficult to forecast. 

200. It is acknowledged that a short term lease (fifteen years for example) 
would not provide the opportunity for the full measure of economy afforded by 
amalgamation, or for the wholesale abandonments of functionally duplicate lines, 
although it was claimed for this plan that it would ensure: 

(a) A considerable measure of improvement over the present situation and 
a c;learly defined and undivided responsibility; 
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(b) A valuable opportunity to weigh the advantages ~ unified operation 
in order that the people might decide, at a future date, and when the 
pressure of difficult financial conditions has been removed, as to the 
policy best adapted to the conditions, social and economic, of Canada; 

(c) A desirable relief from the heavy demands made upon the resources of 
the Government, not only to cover operating deficits of the National 
System, but also capital expenditures, which demands must either place 
too heavy a burden upon the taxpayer or limit expenditures for other 
important and necessary improvements; 

(d) That if as a condition of a short term lease a profit-sharing basis was 
developed, it would introduce in the unified operation of both systems 
the element of financial interest which would be conducive to efficient 
management; 

(e) That removal of railway management from political interference would 
be achieved effectively without suggesting self-imposed limitations on 
the exercise of the powers of the Government of Canada. 

An objection to this proposal is that under such a plan the systems would 
tend to merge and that at the termination of the lease it would be extremely 
difficult to re-establish them as separate entities. 

201. These and other plans have not fulfilled the conditions which in our 
opinion are necessary to any practicable solution of the Canadian railway prob
lem. That solution must have regard to the following:-

(i) Correct evils which admittedly are apparent in the operations of the 
past. 

(ii) Provide machinery for co-operation between the two railways with a 
view to improving their financial position~ 

202. For the sake of clarity certain main considerations which -have been 
present to our minds are here stated:-

(i) The identity of the two railway systems should be maintained. 
(ii) The management of the National Railways should be emancipated 

from political interference and community pressure. 
(iii) Machinery should be provided for co-operation between the two sys

tems for the elimination of duplicate services and facilities and the 
avoidance of extravagance. 

(iv) The attainment of a scale of economies which will bring the burdens 
of the National System within reasonable dimensions and effectively 
check extravagant and costly operation. 

(v) Reasonable protection for the privately-owned undertaking against 
arbitrary action by the publicly owned undertaking which might 
unfairly prejUdice the interests of the privately-owned undertaking. 

In outline the plan we respectfully recommend for adoption is as follows:-

II. TRUSTEES 

203. Three trustees should be appointed by the Governor in Council, iIi 
whom should be vested all the powers of the present Board of Directors of the 
Canadian National Railways, both in respect of the parent and all subsidiary 
corporations of the System; and any and every power and authority necessary 
to enable them to administer the property and operate the System and every 
part thereof. 

Senators and Members of the House of Commons and persons holding or 
having within five years held office or place of profit under the Crown in the 
right of the Dominion or one of the provinces of Canada, should be disqualified 
for appointment. 
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Vacancies amO[lg the trustees shall be filled from a panel of eight named 
by the remaining trustees. 

204. One of the trustees should be named as chairman at the date of his 
appointment with tenure of office seven years. The terms of the remaining 
trustees should, in order to prevent them expiring on the same date with each 
other, or on the same date as that of the chairman, be for differing periods of 
less than seven years, to be fixed in each case in the Order in Council making 
the appointment. All trustees should be eligible for re-election. All should be 
persons of proved business skill and capacity; the chairman in particular should 
have financial, administrative, and executive ability of a high order. On the 
points of integrity and ability involved in these qualifications, there should be no 
possibility of doubt in the case of any appointee. The chairman should give 
his whole time to the duties of his office. All trustees should be paid adequately, 
the chairman in particular should receive a salary commensurate with the high 
responsibility with which he is charged, and the special qualifications he must 
be assumed to possess. 

A majority of the trustees should govern its decisions, subject to this 
qualification that the chairman must be a member of any majority. 

III. BUDGET REQUIREMENTS OF SYSTEM 

205. The annual budget of the railway should be under the control of the 
trustees. Amounts required for income deficits, including interest OD railway 
obligations, for· capital and for refunding, should first be lubmitted to the 
Treasury Board for its approval and presentation to Parliament by the 
Minister of Finance. 

206. Since the debt of the System in the hands of the public is now very 
large and. more than the railway can carry from its earnings even under 
improved conditions, sums which are required to meet deficitl should be voted 
by Parliament annually and not raised by the issue of railway securities as haa 
been done in recent years. This recommendation does not apply to capital 
for improvements and betterments nor to amounts required for refunding. 

IV. ANNU~ REPORT TO PARLIAMENT 

207. A report to Parliament by the trustees should be made annually, 
and should set forth in a summary way the results of operations and the 
amounts expended on capital account, brought into comparison with the appro
priations made by Parliament, so that .the exact position shall be placed before 
Parliament. There should also be provision against utilizing appropriations for 
capital account to cover deficits in operation, or for interest, without the express 
authority of Parliament. 

V. AUDIT 

208. A continuous audit of the accounts of the System should be made by 
independent auditors appointed by Parliament from a list or panel drawn up by 
the trustees and they should make a report to Parliament, calling attention 
to any matters which in their opinion call for remark. In view of the report 
of the auditors no examination of the detailed accounts of the System ehould 
be necessary by a parliamentary committee. For the purpose of supplying 
necessary information to Parliament the attendance of the trustees might be 
necessary. In the interests of discipline and to prevent prejudice to the relations 
that should prevail between trustees and the staff, we earnestly recommend that 
the officials of the company in charge of operations should not be asked to 
appear for examination . 
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VI. CHIEF OPERATING OFFICER . . 
209. While the responsibility for the direction and control of the System 

should be laid upon the chairman and his associate trustees, provision should 
be made for the post 'Of Chief Operating Officer, with the titular rank of 
President. Under his care should be placed the entire working of the railway 
in detail. The exact extent of his authority should be covered by regulations 
or by-laws to be made by the trustees. 

The President should be appointed by the trustees and should be responsible 
to them and not directly to the Government or Parliament. 

VII. CO-GPERATION BETWEEN THE RAILWAYS 

210. We have emphasized the fact that a principal weakness of the past 
decade has been the failure 'Of the railways to act together in their own interests 
and in the interests of the pUblic. It is not enough that each should take all 
practicable measures of economy in respect of its own system. There must 
be joint action with a view to savings in the wider sphere. 

211. A statutory duty should be imposed upon the trustees as well as upon 
the Board of Directors of the Canadian Pacific Railway that, consistently with 
the provisions of the existing law and with the recommendations of this report 
and with the provision of all reasonable services and facilities, they should adopt 
as soon as practicable such co-operative measures, plans and arrangements as 
shall, consistent with the proper handling of traffic, be best adapted to the 
removal of unnecessary or wasteful services or practices, to the avoidance of 
unwarranted duplication in services 'Of facilities, and to the joint use and 
operation of all such properties as may conveniently and without undue detri
ment to either party, be so used. 

VIII. CONFERENCE BETWEEN BOARDS 

212. In order effectively to carry out the injunction to co-operate, the 
Board of Trustees of the Canadian National Railways and an equal number of 
directors of the Canadian Pacific Railway shall meet at regular intervals for the 
purpose of discussing and agreeing in respect of matters referred to in the 
previous paragraphs. In the event of a failure to agree, there may be an 
immediate reference to the Arbitral Tribunal provided for in the next succeeding 
paragraph. 

IX. CONSTITUTION OF THE ARBITRAL TRIBUNAL 

213. For the purpose of settling disputes and in particular, disputes con
cerning the desirability 'Of any co-operative measures or arrangements or course 
'of action and for the settling of details of any scheme giving· effect thereto and 
for determining the conditions thereof, an Arbitral Tribunal should be set up for 
each occasion. The Arbitral Tribunal should be composed, first, of the Chief 
Commissioner of the Board of Railway Commissioners and second, of one repre
sentative from each of the two railways. 

At the request of either railway and upon it being shown to the President of 
the Exchequer Court of Canada that the matter is' of major importance, two 
additional members may be appointed by him to the Arbitral Tribunal for the 
occasion. 

214. Where the execution of an order involves the doing of any act which by 
an existing statute requires the assent or approval 'Of the Beard 'Of Railway 
Commissioners or where in the opinion of the Chief C..Immi;;;;ioner himself the 
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public interests involved are of sufficient importance to warrant it, no order 
made by the Arbitral Tribunal shall be operative ",ithout the concurrence of 
the Chief Commissioner and his formal written assent. 

The powers of the Arbitral Tribunal shall be capable of being invoked 
by either Tailway or by the Dominion or any provincial Government. Subject 
to the recommendations of this report, all matters of procedure before the Arbitral 
Tribunal should be governed by regulations made by the Chief Commissioner 
of the Board of Railway Commissioners with the approval of the Governor in 
Council. 

In the event of conflict between the Board of Railway Commissioners and 
the Al"bitral Tribunal, it should be made clear that the order or decision of the 
Arbitral Tribunal shall prevail. 

X. JURISDICTION OF ARBITRAL TRIBUNAL 

215. The Arbitl.ral Tribunal ought not to have jurisdiction to order the con
struction of extensions and additions to existing lines and facilities, except in 
such minor matters as connections to give access to existing tracks and terminals 
which by order of the Arbitral Tribunal or otherwise are used, or are to be used, 
in common. Subject to the prOvisions of an~ statute relating to any par
ticular railway, the Arbitral Tribunal will have full jurisdiction as to measures, 
plans and arrangements for the joint use of tracks and facilities. 

216. It is not intended to define with precision the subject matters to which 
the jurisdiction of the Arbitral Tribunal shall extend, but without limiting the 
generality of the words used above, the Arbitral Tribunal shall have jurisdiction 
in relation to the following matters:-

(a) Joint use of terminals. 
(b) Running rights and joint use of tracks where there aTe actual or 

functional duplications, or where such may be avoided. 
(c) Control and prohibition in respect of the constructioD of Dew linea and 

provision of facilities IiDd additional services where DO essential need 
of the public is involved. 

(d) The joint use of facilities where this would promote economy or permit 
the elimination of duplicating or unremunerative services or facilities. 

(e) Abandonment of lines, services or facilities. 
(f) Pooling of any part or parts of freight traffic or of passenger traffic. 
(g) Things necessarily incidental to the above enumerated matters. 

217. The conpitions and terms of any order should be entirely within the 
discretion of the Arbitral Tribunal. 

218. There shall be no appeal to any court in Canada from any decision of 
the Arbitral Tribunal on any questioD of law or fact; except as to a question of 
law if it is one involving a question of jurisdiction, in which case there should 
be an appeal to the Supreme Court of Canada, by leave of a judge of that court. 

219. Subject to the provisions of paragraph 218 hereof, section 44 of the 
Railway Act shall apply; the first paragraph of sectioD 52 of the same Act 
shall n~t apply. 
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XI. ANCILLARY SERVICES 

220. Both the Canadian National and the Canadian Pacific at present own 
either directly or indirectly through subsidiaries, hotels, telegraph systems and 
express services, each company's service being operated at many points in com
petition with that of the other. In addition a number of other ancillary services 
are owned, but, in th~ main, they are not operated in competition. 

221. It is admitted that competition in some of these services had lead to 
a great deal of unnecessary capital expenditure and to their development beyond 
what is actually required. 

222. It is the opinion of the Commission that aggressive competition should 
cease, and that the suggested Board of Trustees of the Canadian National Rail
ways and the Board of Directors of the Canadian Pacific Railway should form
ulate and agree to schemes which will permit of the working in harmony of 
those ancillary services which are now operated competitively. If this problem 
is attacked by the two managements with goodwill and the desire to co-operate 
considerable economies should result from their efforts and without in any way 
prejudicing the service rendered to the public. 

XII. CONCLUSIONS 

223. Although our terms of reference are strictly concerned with the 
problems arising out ~f the transportation situation in Oanada, we cannot but 
be conscious of the national difficulties, in which the financial position of the 
publicly-owned railways is a factor of first importance. Indeed, we apprehend' 
that the urgent need of discovering means of reducing the large railway deficits 
was a primary factor in callSing the Government to place upon us our onerous 
task. 

224. In tiie foregoing report we have outlined a plan which we believe will 
ensure progressive and co-ordinated development on an economic basis of the 
railway systems and afford early relief !flo the Federal treasury by reducing the 
alarming and increasing deficits and the demands for further capital expenditure 
in connection with the Canadian National Railway System. 

225. Whilst all members of this commission concur in these recommenda
tions which, if carried out in letter and spirit by all concerned (the Government, 
the Public and the Railways), should effect a considerable measure of relief to 
the taxpayers of Canada, some members would have preferred a plan which 
would have established a complete dissociation of the Government of Canada 
from the responsibilities of competitive railway management or of any direct 
interest therein. 

226. We feel compelled, a'S a matter of public duty, to strike a serious note 
of warning to the people of Canada. Unless the country is prepared to adopt 
the plan we have proposed, or some other equally effeotive measUTes, to secure 
the efficient and economical working of both railway systems and thereby not 
only reduce the burden on the federal treasury 'but improve the financial position 
of the privately-owned railway, then the only courses that would be left would 
be either to effect savings in national expenditure in other directions, or to add 
still further to the burdens under which the industries of the country are suffer
ing by the imposition of yet further taxation. Failing the adoption of one or 
other of these courses, and there are obvious limits to their application, the very 
stability of the nation's finances and the financial credit of the Canadian Pacific 
Railway will be threatened" with serious consequences to the people of Canada 
and to those who have invested their savings in that railway. 
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It is appropr~te at this stage to refer to the services of our Secretaries, Mr. 
ArthlH' Moxon, K.C., Mr. George W. Yates, Assistant Deputy Minister, Depart
ment of Railways and Canals, and Mr. E. Hume Blakej also of Mr. A. V. Frank
lin, Railway Auditor, Department of Railways anU Canals. The energy, 
knowledge and tact directed by' Mr. Moxon and Mr. Yates in the preparation 
of the i"eport could not have been surpassed, and the assistance of all in their 
several spheres was as effectual as possible. 

All of which we humbly submit for Your Excellency's gracious consideration. 

ARTHUR MOXON, 

GEO. W. YATES, 

SeoretarU,. 

September 13, 1932. 

LYMAN P. DUFF, 

ASHFIELD, 
Chairman, 

J. W. FLAVELLE, 
BEAUDRY LEMAN, 
LEONOR F. LOREE, 
WALTER C. MURRAY, 
JOHN CLARENCE WEBSTER. 
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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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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 
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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 
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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. 



86 REPORT OF ROYAL COMMISSION 

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. 



92 REPORT 0' ROYAL COMJlI8SION 

(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 
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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 
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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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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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