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THE RAILWAY RATE PROBLEMS OP WESTERN CANADA 

WITH PARTICULAR REFERENCE TO BRITISH COLUMBIA 

Chapter I 

THE NATURE OP CANADA'S RAILWAY PROBLEMS 

There is no public question in Canada at the present time 

of more importance, or requiring more attention, than 

the problem of the railways. We are told, that during 

the present session the Dominion Parliament \vill be 

occupied chiefly with transportation matters. It is 

generally felJtt that Parliament must do something. But 

what will be done? No cure-all remedies satisfactory to 

all concerned have as yet been made public. In all 

X>robability, however, important and far-reaching 

legislation will be enacted. It is alio likely, that 

this legislation will take the form of concessions to the 

demands of various sections of the country and be opposed 

to the interests of the railways. In other words, this 

means lower tolls with the government making up the deficits 

to the railways. In a situation so complex and so full of 

difficulties as the present one, it might be hoped that a 

body with more practical experience in railway affairs and 

to which there could be attached no suspicion of serving 

political ends, was to deal with the problem. There is one 

thing certain, however, and that is that our railway problem 

will remain with us for some time to come. 

file:///vill
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A railway problem demanding immediate attention is net 

a. novel experience to Canadians. In fact, Canada has 

never been without a serious problem of some sort in connection 

with her railways. It might be said, indeed, that there 

©as a railway problem before there ever was a mile of 

railway track laid. 

Canadians began planning railways just about a century 

ago. In a country so large and so extensive as Canada end 

containing vast areas many miles distant from the sea, the 

need for and importance of steam railways can hardly be 

exaggerated. The draw-backs to travel and communication 

in the pre-railway era were well recognized, and it was 

because of this that early Canadians became very interested 

in this new means of transport. It was planned to run a 

railway from the St. Lawrence to the f&uudt Acadian colonies 

raid another to connect with United States' centres. These 

projects were discussed with a great deal of enthusiasm, 

'Tot a mile of railway line, however, was built in the 

'20s. Canadians were faced with their first railway problem 

and one which was to be of the first importance for many 

years. It has not, even yet, entirely disappeared. This 

was the problem of attracting capital to the building of 

Canadian railways. The Intercolonial Railway was {szeetr 

built till after Federation, though in this period it got 

as far as the surveys. The second project,wax also, was 

"T?he proposed railway was to run through the territory in 
dispute between New Brunswick and Maine and was abandoned. 
T3.iere were a number of other schemes for an Intercolonial 
Eailway after this, however, but sufficient capital could 
not be raised to carry them out 
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ffcmfc. carried out for many years, but it resulted in the 

building of Canada's first railway — the St. Lawrence and 

Champlain. This was begun in 1832 but did not begin 

operating until 1836. It was only thirteen miles long, and 

had taken four years to buildi In ten years not another 

mile of railway had been built in British ITorth America. 

In the meantime the United States had been steadily building 

railways for twenty years, though the railway mileage of 

the time was quite insignificant in comparison with the 

present total. But Canada had hardly begun railway 

building. The reason was simply that capitalists did not 

consider Canada a particularly good field in which to invest. 

finally, the legislature of the United Canadas 

decided that if railways were to be built it must step in 

and help. An act, known as the Guarantees Act, was passed 

in 1849 in accordance with which the government undertook 

tc guarantee the payment of interest on the bonds of any 

railway which should not be less than seventy miles long. 

This began a new chapter in Canadian railway history* It 

brought the Grand Trunk and the Great Western into being in 

the '5Cs — the two railways which were to dominate the 

field and become bitter competitors until finally amalgamated 

in I883. 

Railway building pn a large scale gave rise to new 

problems. The old problem of getting railways built, 

attracting capital, and opening up various sections of the 
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country continued as "before. But now the government was 

committed to guaranteeing the interest on railway bonds. 

It was soon called in to help the financing of the operation 

of the railroads. Getting the railway built did not end 

the financial difficulties. The trouble first carae when the 

Grand Trunk got into difficulties in the late '50s. It had 

begun by making profits, but now it was incurring losses. 

Thus the government became committed to a policy of helping 

the railways with loans, subsidies, bond guarantees, land 

grants and so on. The government has given enormous sums 

to the railways. It is blamed for helping weak roads-, to be 

created — roads which cannot earn dividends. But the 

government's policy in the past must not be two severely 

censured. The need for railways was great — there could 

be no Dominion of Canada without the railways — and 

government aid was necessary if they were to be built and 

properly operated. It was the unjustified optimism of the 

government and people, however, at various times in the 

past which is the cause of most of our present-day troubles. 

There were some complaints about rates in the pre-

Federation period. Local and non-competitive rates were 

generally very much higher than through and competitive 

rates. Toronto had a standing complaint against the 

railways of being discriminated against with reject *° 

Montreal. Rates from the latter city eastward to Toronto 

were lower than the rates in the other direction. Nothing 

doner_J-SoTi^v«r. The old belief in competition as a was 
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regulator of rates had not died. Moreover, the railways 

w<=>re in a none too healthy condition financially, and it 

was thought that interference with them would he very un­

wise. Railways, at this time, were regarded as a g reat 

"blessing to the country and the servants of the people. 

The later conception* of the railways as soulless 

corporations^ charging as much as they can, and quite 

devoid of any interest in the welfare of the people, had 

hardly arisen. This latter attitude towards the railways 

lifts, for the most part, fortunately hBaBscxaflBHR.'&aiied 

changed. \ 

Federation made the intercolonial Railway neces%ary. 

It was built and operated by the governaie-nt* It has never 

earned any profitB, but rather has incurred heavy losses 

every year, -̂ ates have always been low, and the jjaritime 

Provinces have strenuously and successfully resisted every 

attempt to raise them. They consider the low rates of the 

Intercolonial as one of their constitutional rights, 

claiming t) at it vas part of the Federation pact that the 

markets of Central Canada be substituted for those they gave 

up in Few England. So the government has made up the 

deficits year by year from its general revenue. The 

Intercolonial is now, of course, part of the national 

Railways system. The people of the Maritime Provinces would 

seem to be entitled to every consideration in this matter of 

rates, but at the same time keeping the rates on the 

railways in this territory artificially low is one of the 
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many obstacles to a satisfactory solution of the present 

day problem. It is only fair to add, ~kowcvurt that a 

lar&;e part of the losses incurred by the Intercolonial were 

due to poor and -wasteful political management, ;he railway 

had far too many officials and employees, and prohebly ' 

politics played too large a part in their appointment. 

Also, the railway was given a roundabout route, this 

being chiefly for military reasons, and was not allowed tc 

corn* close to the United States' boundary. As part of 

the Canadian National Railways the old Intercolonial is 

b«1r»(i mmh more efficiently managed than before. 

Federation made possible a much greater railway — 

the Canadian Pacific. This railway was the result of the 

agreement between the Dominion and British Colombia with. 

renpeot to the latter's admission into Federation. This 

sntii agreement will be examined more fully later onii for 

it is the source of another claim to a "constitutional 

right" to lower rates, which in my opinion is not very 

well founded. The Canadian Pacific brought the problem 

of Western rates, which is the chief source of vresent 

rate grievances. The financing of this railway was, 

however, the earliest problem. In the absence of a private 

eoiqmny willing to undertake the building afldthe operation 

of the railway until 1880, the government for ten years was 

faced with the necessity of doing this itself. The early 

- attempt of a private company to undertake the railway 

Chapter III. 
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ended in an attempt to "bribe the government, a public 

scandal, and a defeat to the government. The Mackenzie 

administration was left the task of building the railway 

to which they had always been opposed. ITo private 

corporation came forward now asking for a charier. Financing 

the railway threatened to ruin the country, work proceeded 

slowly, and. Dritish Columbia was continually protesting 

at the delays — e v e n going the length of threatening to 

secedi from the Dominion. Mackenzie worked hard and 

conscientiously, but his task was a thankless one. Finally, 

with Macdonald back in power once more, a ptfivate company 

xxstsodBssk was formed to take over the existing railway 

lines and complete the railway. Besides the lines a.nd 

equipment already in existence, the company received 

great land grants in the West as well as much, direct 

financial assistance. For a decade the Pacific Railway 

had been the leading public issue. 

The '80s brought the earliest rate complaints from 

the West, and these were of a serious nature. Manitoba 

waged a long fight against the Canadian Pacific, and 

in the end succeeded in having the Railway's monopoly 

clause annulled. This monopoly clause in the Canadian 

jib 
pacific charter had been thought to sPthe cause of the 

rate grievances in the West, but it was realised afterwards 

that this was not the case. In the East, too, rate 

grievances were very much to the fore. Complaints of 

discrimination, rebates, unstable rate%, etc., as 
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well as the general tendency of the railways to act in an 

arbitrary manner, were very common. The matter of 

rate regulation received a great deal of attention both 

inside and outside Parliament, hut nothing really effective 

was accomplished until the Board of Hailway Commissioners 

was created in 1903* 

•jhe last two decades of the nineteenth century were, 

too, an era of amalgamation. The most important instance 

of this was the absorption of the Great Western by its 

great rival, the Grand Trunk. But many other small railways 

were absorbed — mostly by the Grand Trunk, but a number by 

the Canadian pacific. ?he position of the Grand Trunk, 

however, was not altogether secure, for the Canadian 

Pacific had begun to make inroads into most of the best 

paying territory of old Canada. 

The early years of the twentieth century witnessed 

three important events. One was the formation of the 

Railway Commission which was a long step in advance in the 

matter of the settlement of rate difficulties. Kecent 

events indicate that we must go farther ahead still in this 

respect. The other two events were the begir.: lags of two 

new transcontinental railways — the Canadian northern and 

the Grand TrunkfclWjtfu.-

The Canadian ITorthern originated in '(Manitoba, spread 

over the Prairie West, arid waa operated successfully. Then, 

MeBsrs. >«ackenzie and uann, who between them owned and 

operated the whole railway, became ambitious to invade wider 

fields. A line was pushed through to the Pacific Coast at 
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Vancouver. A line was built into the East with Toronto as 

the terminus, and a number of "branch lines also built in 

this territory. But the Canadian Northern in pastern Canada 

was not strong enough to compete with its rivals, and the 

eastbound traffic which the railway had hoped to gain from 

the Canadian Pacific did not meet expectations. Despite 

heavy government assistance — and the Govei'nment gave the 

Canadian northern more aid than it has given any other 

railway — the enlarged railway was not a success. The 

increased costs of operation brought about by the visas: Great 

^ar resulted in frequent calls upon the government for more 

and more help. To all intents and purposes the government 

owned the railway, so heavily was the latter obligated to it. 

In the end the government assumed the ownership of the 

railway and its debt itself. 

The Grand Trunk, too, becarae ambitious to conquer 

wider fields; and particularly to get an adequate share of 

the large traffic from the West which the Canadian Pacific 

retained for its own Sastern lines, decided to invade the 

West. The railway sought the co-operation of the government, 
plan 

and saw the original/completely altered for political purposes, 

but the railway finally agreed to it. By this the Grand Trunk 

was to build a railway — the Grand Trunk Pacific — from 

Winnipeg to the coast at Prince Eupert with heavy government 

assistance. Prom Winnipeg to the Atlantic Coast, the 
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government was to build a railway across the hinterland of 

Ontario and Quebec. This railway was to be known as the 

national transcontinental and was_̂ t*o be operated by the 

Grand Trunk according to the terms of a lease. The 

rental was to be based on the cost of construction of the 

line. When this cost was found to be just about three 

times what the estimated cost had been1 the Grand Trunk 

refused to have anything to do with this line. The 

government, while legally entitled to force the Grand 

Trunk to carry out the terms of the contract, allowed 

that railway to back out of the contract and began 

operating the National Transcontinental itself. The 

Grand Trunk was in effect released unconditionally. But 

the Grand Trunk Pacific could not earn even operating 

expenses. It ran through undeveloped territory, had 

practically no branch line feeders, and terminated at a 

place which the railway itself had to call into existence. 

Moreover, the Grand Trunk Pacific -vas separated by a 

thousand miles from the parent company's lines. The War 

made it impossible for the Grand Trunk to continue to bear 

the burden of the Grand Trunk Pacific for which it was 

heavily obligated. The Grand Trunk asked only to be 

relieved of its Western obligations, in which case it felt 

it could worry through successfully. This the government 

1#L59,88l,197 as against $61,415,000. See Drayton-
Acworth Report, 1917, page xxiii. 
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would not permit, and when the government was forced to 

take over the Grand Trunk Pacific so as to enable it to 

continue to operate, it took over the Grand Trtmk as well — 

much against the latter's will. The government now owned 

the Intercolonial, the national Transcontinental, the 

Canadian Northern, the Grand Trunk, the Grand Trunk Pacific, 

the Prince Edward jsland Eailway, and a number of short 

lines chiefly in the Maritime Provinces. These lines were 

very wisely consolidated into one system — the Canadian 

National Eailways — although the government did not 

strictly follow the recommendations as outlined in the 

Drayton-Acworth P.eport, which insisted that the 

railway be absolutely beyond interference from Parliament. 

"What is the situation to-day? 

There are about 41,000 miles of railway line in Canada 

to serve less than 9,000,000 people. Reckoned in this way, 

no country in the world is so well served with railways. In 

Canada there is a mile of railway line for about every 225 

people. The United States has oVer a quarter of a million 

miles of railway line — about a third of the world's total — 

but each mile must serve on an average about 440 people. 

In the European countries the proportion of the population 

to the railway mileage is very much larger-"1" 

"But this boast of Canada's is an expensive one. If 

each mile of railway line serves only 2f?0 ĵ eople, it is 

•"•The area of the country in proportion to the mileage is 
in many respects a better test of how well the country is 
served by the railway. In Canada, of course, railway 
mileage is yevy unevenly distributed. 
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also true that there are only 250 people to furnish traffic 

for each miles. Shis means, that Canada has a railway 

mileage much too great for its population, and a railway 

system for which there is not sufficient traffic furnished. 

It is hoped and expected that time and increasing population 

will cause matters to adjust themselves. It is -very 

unlikely that Canada, will embark upon railway enterprises 

on a large scale for some time in the future. In the 

meanwhile we have a problem -- and a most serious one — 

namely, the fixing of a general rate level, not too high 

to impeded the movement of traffic, nor too low to cause 

heavy deficits. 

The problem at it thus stands is difficult enough. 

But a number of other circumstances make it still more 

complicated. In the first place, nearly the whole mileage 

is divided between two* railway systems. These lines compete 

at every point of importance, and at the few points at which 

they do not — as Sydney, Nova Scotia, and Charlottetown, 

Prince Edward Island, there is intense water competition, 

Neither railway, therefore, has any large field to itcalf 

in which it can recoup itself for losses due to competition 

as elsewhere. The fact that both railways serve the whole 

country also means that neither is particularly interested 

in building up anyone section of the country to the serious 

injury of another — a sharp contrast to the condition of 

affairs in the United States. 
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Then, the character of the two railways must "be 

considered. One is a government owned fcererfrtangy railway 

serving a good territory although certain parts of it are 

as yet not fully developed, but weighed down with a 

tremendous "burden of fixed charges. The other is a 

privately owned railway earning dividedds of 10^ annually. 

In attempting to relieve the burdens of the national 

Railways, the position of the Canadian pacific must 

always be considered. Evidently, a general rate level 

suitable to one would not be in the interests of the other. 

Yet this general rate level must be the same in the two 

cases. There is one point to make, though, and that is 

that it would be unwise to try any experiment with the 

Canadian Pacific, Reflecting as it does the general 

confidence of outside capital in Canada, anything which 

will tend to destroy its earning power might have serious 

results. The fear of bankrupting this railway and adding 

it to the national Railways' problem should be sufficient 

to prevent any rash experiment. It is for this reason that 

it is the Canadian Pacific — in the West, at least — 

which determines the general rate level. If the Rational 

Railway began cutting rates, however, it would have the 

Canadian Pacific at its mercy. 

Another source of trouble is the claims of different 

sections of the country to rates arbitrarily low or within a 

certain maximum limit. The Tlaritime Provinces demand low 

rates as their compensation for entering Federation- British 
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Columbia, for a similar reason, demands rates at least 

no higher than the Prairies. The latter in turn hold up 

an agreement — the Crow's Best pass Agreement — made in 

I897 to suit conditions and grievances as then existing in 

the West, and claim that it fixes the maximums bbove which 

certain rates may not go. Such matters as these serve to 

gx«a43ty complicate the situation greatly. The Maritime 

Provinces may he considered as entitled to special 

consideration. But the.-effect of these other claims is 

to ftraqgfcfoad&y prevent the rate structure being made to 

fit economic conditions, and makes the problem much more 

difficult to solve. The "West should base their claims for 

rate adjustment, not on such things as the Crow's Nest Bass 

Agreement, but on equity and economics. 

It has been generally found that shippers are quite 

satisfied with rates, no matter how high, so long as the 

rates they pay are no higher than those ofntheir competitors. 

It is for this reason that complaints arise out of unequal 

rates, and not because of high rates which all competitors 

pay. In Canada, unfortunately, different sections of the 

country pay unlike rates for like service. In a number of 

cases this works to the detriment of shippers in different 

places. Geograx^hy is the principal cause of the inequality. 

The splendid system of inland waterways in the East Tsm»-
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k- as well as the competition of United States' railways — 

has served to keep rates there down to the level at which 

traffic can be taken by the water-carriers. This influence 

is fel£ by the railways all year round, for if rates were 

raised during the season closed to navigation all the 

movement would tend to be during the Bummer, goods for 

winter consumption remaining in storage. Having to keep 

Eastern rates so low, the railways have been forced to 

recoup themselves by high rates in the West. Just how 

much higher Western Bates are is hard to determine 

because of a fundamental difference in the relation of the 

various classes to each other, and also because of 

differences in the nature of the traffic. The tendencies, 

however, towards equality may be noted. Equality is, of 

course, desirable if at all possible. 

British Columbia has a further grievance. The rs-tes 

she pays are generally higher even than Prairie rates. These 

higher rates have been claimed by the railways to be necessary 

to meet the higher costs of construction and operation in 

the mountains. British Columbia argues that this does not 

justify higher rates, and has pushed her case with vigor. 

Equality she lias not gained as yet, but lias accomplished a 

great deal. 

Another phase of Canada's rate problems to be examined, 

is that of allowing the Pacific coast ports to serve as the 

exporting and importing channels for '"estem Canada. The 

Panama Canal has made this possible. The problem here — 

from the public viewpoint — has chiefly to do with the 
jj*** -"•——••————— - — — — — — - - - (rendered. 
Bail rates may be slightly above water rates tifnuntOTbetter servl 
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dislocation of the existing industrial and commercial 

structure. 

Our present-day railway problems are the legacy of 

the past. The rate structure in Canada is so tangled and 

complicated that it would obviously never have been imposed 

on the country all at once. It just "grew up." The 

approach to the examination of the problems pointed out 

above will for this reason be historical. Only the 

broad problems of rates can be dealt with in this thesis. 

Bate problems peculiar to the East alone, will not be 

considered. It must be constantly borne in mind, however, 

that the problems of any one section of the country cannot 

be isolated and treated separately. Besides the underlying 

fact that the same railways serve all the sections of the 
together 

country, these sections are bound/too closely — politically, 

industrially, and commercially — to pen-Lit such simplified 

treatment. 



Chapter II 
1 

RATE REGULATION IU CAHADA 

In l8̂ 4- a Commission was appointed to investigate the 

rates being charged by the Canadian Pacific in the West, 

whence many complaints had come. This Commission reported, 

that since the welfare of the railway was so closely bound 

up with the welfare of the settlers, it would be suicidal 

for the railway to charge any rates but those which would 
2 

promote the prosperity of the West. It is strange that 

even at that time such a report should have been submitted. 

Certainly, the fallacy in the statement is very evident 

to-day. ¥0 one questions the necessity of public 

interference in the determination of rates. If the 

railways were left free to fix their tolls subject to no 

outside interference at all, rate adjustment in the public 

interest as opposed to the interests of the railways would 

be impossible and the public would be wasting its time in 

stopping to consider railway problems. 

To what extent, then, has the public — through the 

agency of the government or courts — assumed control of the 

rate-making process? What remedy has the shipper who is 

dissatisfied with the rates he is asked to pay? It is well 

at this point to examine the manner in which Canada has 

tackled the problem of rate regulation, and to see what 

has been accomplished; for adequate rate adjustment is 

The public have also interfered with the free-working 
of the railways in order to insure such things at adequate 
service, proper safety devices, and so on. But rate 
regulation is by far the most important phase of railway 
regulation. 

2Can. Sessional paper ITo. 39, 1895. 
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possible only where there is adequate regulation. 

In the early days of the railway in Canada we find 

but little evidence of interest in pate regulation. To 

.begin with there were other railway problems of a more 

pressing nature. If the government had demanded a share 

in the rate-making as an essential condition to the granting 

of a charter, very likely no railways would have been 

built at all. The railways in existence were in a none too 

flourishing condition as things stood, and outside 

interference with their rates would probably have done more 

harm than good at this period. 

Those who thought about the matter at all were 

generally satisfied that competition would settle any 

difficulties that might arise. If the railways were growing 

too wealthy because they were charging extortionate rates, 

competitors would quickly enter the field and the rates 

would be forced down. The price wf railway service was 

thought to be determined like the price of anything else — 

by the ir.teraction of supply and demand. The many differences 

between a transportation company and a manufacturing one were 

not appreciated. At first it had been supposed that the 

railway would develop along the same lines a3 the canal, 

rphat is, the ownership of the track would be separate and 

distinct from the owner ship of the rolling-stock. The 

owners of the cars would pay tolls for the right to use the 

track, ar̂ âpcxxjqfsxsRHsaatx̂  



- 19 -

and competition would "be a sufficient rate regulator. It 

was in accordance with this supposition that the legislature 

of Upper Canada granted a charter to the Cobourg Railway 

in which the directors were given complete control over the 
1 

railway's tollfi. It was soon seen that the railway was to 

"be unlike the canal, hut the faith in competition was 

not shaken. 

For the earliest signs of regulation we must look to 

the charters issued to the railway companies. There was 

some notion of the public nature of the railways, and 

charters were rarely issued in which there were not 

provisions for some checks on the rates if profits "became 

too high. The charter of the Liverpool and Winchester 

I-iailway contained a clause making rate reduction necessary 

when the railway's profits should exceed a certain per­

centage. This idea was borrowed for the early railway 

eharters in Canada. The charter of Canada's first railway 

— the St. Lawrence and Champlain — contained such a. 

provision. pates were to be reduced one-fourth if ever the 

railway should be pay dividends in excess of twelve per cent. 

The Hew Brunswick legislature put a similar provision into 

the charter of the Hew Brunswick and Quebec Railway, but 

the railway was dealt with even more leniently. Bates were 

not to be lowered until profits became greater than twenty-

five per cent, the reduction in which case to be sufficient 

to reduce the profits to twenty-five per cent, but there was 
T „„_-„.—__„ ->-. 

^Canadian Sessional Papers, 1902, Ho. 20a, page J4-. 
"'-ibid. 
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to be no compulsory reduction until the railway had been in 

operation for ten years."" Control after this fashion EieaiTw no 

control at all, for there was but the remotest possibility 

'of these early railways earning the maximum profits permitted. 

In 1846 Mr* gladstone, then Colonial Secretary, in urging 

a eyBteraatieed railway policy advised the colonies to allow 

the railways to make a fifteen per cent dividend before there 

should be any interference with the rates.1" This fifteen 
the 

per cent limit became/settled railway policy for some time. 

Another form of indirect rate regulation found ir. a 

r-unbox of these early charters is that of providing for state 

purchase. United States' experience was th/- source cf this 

icier* -*• 

The charter of the Atlantic and St. Lawrence Hallway, 

granted in 1845, marks a new departure, v/hen net x>rofits 

should exceed twelve per cent the government was to collect 

a tax equal to one-half of all such profits in excess cf 

twelve per cent.J This would not result in a reduction of 

rates, but would enable the government ic share in any 

unlocked -for prosperity of the railway. 

Other new ideas began to appear in the charters about 

this time. Tae St. Lawrence and Atlantic Railway (lc4?) was 

required to charge tolls "equally to all persons under the 

same circumstances.w4* Tolls fixed by the railway directors 

but subject to the approval of the G-overnor-in-Ccur.cil was 

a requirement in the charter of the Canada, "ew Brunswick 

*Can. Sess. Pap. 20a, 1902, p . 34. 2ibid ^ibid 
~*"ibid. Nearly all these early railways never even reached 
the stage of commencing construction. 
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and iTcva Scotia Hallway granted in 1847. ^ a number of 

charters of the same year it was provided that the railways 
2 

must post up their rates in public places. 

Canada was the first colony to attempt to formulate 

a general law,beginning in 1846. From 1847 on it was 

stated explicitly in the charters issued to the railways 

th; t the railway should be subject to any general Act 

passed in the future, and that the charter might not be 

pleaded as a special contract- Finally, In 1851, the 

Bailway Clauses Consolidated Act was enacted. By it 

"tolls were to be fixed by the directors subject to the 

approval of the Governor-in-Council, and there were to be 

no preferences. ^ This remained the general policy for some 

time. In actual practioee the approval of the governor to 

the rates did not mean very much. The railways 'were allowed 

a free hand in determining their tolls. 

The legislature of ITova Scotia declared that there 

should be no preferences,i 

no explicit statement to this effect in Hew Brunswick until 

1864. In 1853 Hova Scotia enacted 'that the Governor-iii-

Council should approve of the tolls before they should be­

come operative. 

Kate grievances began to come prominent in the '60s 

but nothing further was done in the matter of regulation. 

After federation rate problems continued to attract 

more and more attention. The first Dominion Eailway Act 

Can. Sess. pap. ITo. 20a 1902 p. 54. ""ibid 
0 ibid 'ibid -'ibid 6 

10 
ibid ''ibid 
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passed in 1868, introduced no new principles. In 1&73 & 

bill was introduced to parliament which provided for equal 
.1. 

mileage rates, but set up no commission to enforce it. 

The Committee on Railways, Telegraphs and canals made an 

investigation of methods of regulation in 1875, *>u-'fc nothing 
2 

was aone. 

The interest in rate questions continued to increase, 

particular^ during the decade from I88O-I890. The old faith 

in competition as a regulator had gone. A number of efforts 

were cjade to secure legislation êg«idjyfI/jfr regulate the 

rates, notably by Dalton McCarthy who urged the formation of 

a Dominion Railway Commission. But the railways were too 

strong to permit anything to be dome. 

The formation of the Interstate Commerce Commission in 

the United States in 1886 prompted the government to appoint 

a royal commission with Sir A. T. Gait as chairman to 

consider the matter. This commission found a number of 

specific grievances and recommended specific remedies, but 

thought that an extension of the powers of the Ra.ilway 

Committee of the Privy Council would settle the general 
4 

question. 

The findings of the Committee were embodied in the 
r-

Eailwaj- Act of 1888.° The Railway Committee of the Privy 

Council, which consisted of certain members of the cabinet 

with the Minister of Railways and Canals a;- choir man, was 

given the power to supervise rates and hear and dec5.dc upon 

Jsess. Pap. 1902, i:o. 20a p. 35. 2ibid. 
^See 6. D. Skelton, The Railway .Builders. 

6 Xl VUX- £-•»-<} 
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complaints. At the same time rebates and other forms of 

:discrimination were prohibited, and provision was made for 

a uniform Canadian classification. 

The extension of the powers of the Eailway Committee 

seemed Otlong step ahead, hut in reality conditions were not 

very much"improved. Prom 1889 to 1896 the Committee heard 

408 cases "but only seven of these dealt with rates. Simon 

J. HcLean, who was appointed as special commissioner in 

1899 vO report on the operation of the railway commissions 

of England and the United States and to consider the advisability 

oif setting up a similar body in Canada, commented on this 

ae follows: "This slender list of cases would on the face 

of it, indicate that the rate question on which so much 

stress has been laid occupies a minor position in Canada. 

It is difficult to accept this conclusion, however, in 

the face of complaints about rates which have been prevalent 

in recent years It must be remembered that process 

before the committee is expensive. It is necessary for the 

complainant to come to Ottawa. . . . Then again parties may, 

oven after lodging complaint, be afraid to pursue the 

matter because of the rate power possessed by; the railway, 

I'sny legitimate complaints do not come before the jcribrjsd: 

existing tribunal." The Kate Committee could not deal 

with the existing grievances in any adequate manner. There 

were five important rstt defects in its organization, viz.: 

1Can. Sees. Pap. 1902, !To. 20a, p. 37. 2ibid. 



(1) Its dual function — political and administrative. 

(2) ItB irPability to move dboutl the country and 

settle complaints in the locality in which they existed. 

£$) T"e Ĝ ea"t expense which complainants were under 

in being compelled to go to Ottawa. 

(4) The lack of technical training of the members of 

the Corrmittee. 

(£) The Committee's lack of permanence. 

/s the Committee plan actually worked la practice there was 

another important defect $ the ?'inister of railways and 

canale tended to be the oommittee himself, Kothing 

important could be done without him. If he tcck little 

interest in regulation, the committee was allowed to 

slumber. And he was the only one who had properly studied 

the technical questions. 

Ur. ilcLean in hie report strongly urged the 

formation of a Canadian Railway Commiseion. Ke enumerated 

fourteen duties which it should have, \7ith respect to 

rates it should have "transferred to it all regulative 

powers in regard to rates, preferences, discriminations, 

rebates and secret rates possessed by the committee* and 

"power of supervision In regard to through rates and through. 

JLJM m2 

routes.w 

Thie report was not acted upon at the time, but 

Mr. I'cLean was again appointed a special commissioner In 

19QX, this time to investigate existing rate grievances. 

~"l ; — — - ^ — — — . . , , - — g » — — — — - — 
Can. Sees. Pap. 1902, Ho. 20a, p. 37-8. ibid p. 39. 

file:///7ith
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A long list of grievances VJHXS outlined. Existing 

classifications1 were often unsatisfactory. I) i attributive 

rates west of Winnipeg were full of discriminations. - Car­

-load and less-than-car-load rates were often out of all 

proportion. In many cases rates appeared to be excessive, 

and a great deal of discrimination was being practiced. 

/Rates on non-competitive traffic were out of all proportion 

to competitive rates. The railways were giving American 

goods passing through Canada lower rates than Canadian 

goods. ITinimua weights were a frequent source of 

complaint. Rebates were evidently prevalent. The 

settlement of claims was a long and tedious process. Sates 

were subject to change without notice to the great 

inconvenience of the shippers. Through rates -- that is, 

rates on traffic travelling over more than one line — 

gave rise to many difficulties. Hates into the Vfest were 

generally unsatisfactory, and the transcontinental rate 

structure greatly displeased interior British Columbia 

points. Mr* McLean concluded his report by pointing out 

the great necessity of creating a regulative tribunal, and 

giving it wide powers. Such a Sommission could not bring 

about Utopian conditions, but it could improve conditions 
a. 

': a very considerable extent. 

Following this report, Parliament set up the Board 

of Railway Commissioners by an Amendment to the Railway Act. 

This act was passed in 1903 and ka was to become operative 
T , _ „ 

2Can. Sess. Pap. 1902 Ho. 20a. 
3 Edw. VII, c. 58. 
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February 1, 1904. This Act, a very long one, dealt with 

a great many matters other than rates alone. The creation 

of the Board of Railway Commissioners with the powers con­

ferred upon it, was, however, the most important feature 

cf the Act. 

As organized ly the Act of 1903, the Board was to 

consist of three members to be known as the Chief Commissioner, 

the Deputy Chief Commissioner, and an ordinary Commissioner, 

The Chief Commissioner must be, or have been, a Judge 

of a Superior Court of Canada, or of any Province of 

Canada, or else kazes be a barrister or advocate of at 

least ten years standing at the Bar of any Province, 

The qualifications of the other two were not specified." 

The appointments are made by the Ccvernor-in-Cour.cil and 

are fox- ten years. ITo member of the Board may be more than 

seventy-five years of age. 

In 1908 the Eailway Act was again amended so as 

to increase the membership of the Board to six. The 

members were now a Chief Commissioner, an Assistant Chief 

Commissioner, a Beputy Chief Commissioner, and three 

Commissioners. The qualifieations of the Assistant Chief 

Commissioner were to be the same as those of the Chief 

Commissioner. This is the present constitution of the 

Board. 

The Board has extensive powers with regard to the 

location, construction and operation of the railways 

xIcLean's report load advised a Commission of three --
one to have a standing as judge or lawyer, another 
to be an experienced business man, and the third a 
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as well as over rates. Originally the Act applied only to 

railways but later jurisdiction over express, telegraph, 

and telephone companies was given to the Board. The powers 

of the Boards over these latter classes of companies are not 

so great as over the railways, and are mostly £o do with 

rates. The Board has as yet no control over the inland 

water carriers, although the advisability of this has "been 

repeatedly urged both in and outside Parliament. 

The Board1& jurisdiction over rates is wide. Under 

the Act, passenger tariffs are divided into two classes 

— standard and special. There are three classes of freight 

tariffs — standard, special and competitive. Standard 

tariffs quote tolls on a mileage basis. The country is 

divided tip into a number of standard tariff territories, 

each with its special tariff. Standard tariffs apply-

generally to the whole territory, and do not give the 

tolls between particular places. The tolls in the standard 

tariffs are the maxima which may be charged, and. are used 

only in the absence tolls in special and competitve tariffs. 

The traffic moving under tolls in standard tariffs is small — 

about fifteen per cent of the total. The bulk of the traffic 

moves under tolls in the special tariffs, ™±iese consist of 

rates which the railway companies may see fit to put in force 

on the movement between particular places. They are 

necessarily lower than standard tariff tolls. Competitive 

-tarriffs deal with tolls from or to places which the Board 

' Hr* J. E. Armstrong of Sarnia, former Member for Tambton 
T̂ ast, tfcied for many years to interest Pari lament in the 
regulation of the inaand water-carriers. Of late years the 
subject has received more attention been investigated by 
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may declare to "be competitive points, urates frojsi or 

to such places may be allowed to violate the long-and-

short-haul clause of the act; that is, these rates 

may be lower than the rates from or to intermediate 

points along the line. 

Tariffs of all three kinds must "be filed with 

the Board and published before they come into forcf*. 

Standard tariffs require the expressions sa.nction of the 

Board before they can be put in use. Special and 

competitive tariffs do not require this express sanction, 

but thirty days' advance notice must be given if the 

railway wishes to increase such tariffs and three days' 

notice if the railway purposes reducing them, i'he 

Board, however, has the power to disallow a tariff of 

any kind which it considers unreasonable or unjust. In 

such a case it is usual for the Board to require the 

railway to substitute a satisfactory tariff, but the 

Board itself may prescribe what it thinks are the proper 

ratesx if the railways do not. As a general rule, however, 

the railways are left free to work out the rate tariffs, 

but always subject to the Board's right of interference. 

If the Board were responsible for the originating of 

rate tariffs it would have to be many times larger than 

at present, and backed up by a large staff of clerks. 
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The Board has also the power to regulate the 

classification of freight. Classification problems are 

really rate problems, for the application of a shipper 

to have a certain kind of good placed in a lower class 

is really an application to lower the rate on that good. 

The railways are not to be allowed to discriminate 

unjustly against persons or places. This is about the 

only general rule in the Act which the Board must 

follow in reaching its decisions. 

Shippers who have complaints to make may make 

application to the Board, which will assign a date 

for a hearing. The procedure followed is fundamentally 

as in an ordinary court of law, but is generally 

somewhat informal. Lawyers may or may not represent 

the parties, but in rate cases the traffic representatives 

of the disputants usually present the cases. Kules of 

evidence are not followed as strictly as in ordinary 

courts. The Board is a court of record nevertheless, 

and possesses an official seal. 

Any findings of the Board as to fact are final. 

In reaching its decisions it is not bound by previous 

judgements. On points of law, the opinion of the 

presiding commissioner — that is, the Chief Commissioner, 

or in his absence the Assistance Chief CoiwdBsiGner, or 

in the absence of both the Deputy Chief Commissioner — 

is final so far as the Board is concerned. But if the 
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legality of any order or judgement of '.V Board is 

tr; •;.3tioned) the applicant may receive permission to 

appeal to the Supreme Court of Canada. Appeal also 

lies on points of "both fact and law to the Goverr.or-

in-Council, who also reserves the right to overrule 

any judgement of the Board or order a new hearing, rov.ii 

to 1918 the Board conducted about 6900 formal hearings. 

There were appeals in only 62 case, 15 to the Supreme 

Court on points of law, 24- to the Supreme Court com­

plaining that the Board had exceeded its jurisdiction, 

and 23 to the Governor-in-Council. Of these 62 appeals 

only ten were allowed in while or part. The Board, 

therefore, is practically supreme in its field. 

In increasing the Board from three to six members 

in 1908, it was provided that the Board could split into 

two sections. But as two commissioners are enough to 

hold a sitting, it has been possible for the Board to 

split up into three sections so that hearings say be 

heard in three different parts of the country at the 

same time. It is only 4n very important questions that 

more than three commissioners sit, such cases being 

generally heard at Ottawa. 

The Board of Railway Commissioners is a hard-working 

body, and has accomplished a very great deal that is 

beneficial. It has not proved a panacea for all our 

railway problems. It lias found itself powerless to \ 

interfere with geographical influences in many cases 

http://rov.ii


and in others it lias found it "better not to interfere 
the 

with/existing rate and industrial structure than to 

establish r>rima facie more eauitable rates 

might been hampered, \1 n tTjfcli
1li ii'ifê  "i In i things which 

be easily removed. ̂ The Kailway Act of 1888 had taken 

away the rights of the railways not to have their rates 

reduced KK as long as the dividends earned did not 

exceed fifteen per cent. But in the charter of the 

Canadian Pacific it was provided that the rates or. that 

railway could be reduced if its dividends exceeded ten 

per cent, when the Railway Commission was established, 

therefore, this railway advanced the argument that it 

held a special contract and was not subject to the control 

of the Board so long as it did not pay dividends in 

excess of ten per cent. A test case came up in 1909, 

but the Canadian Pacific before the matter was settled 

acquiesced in the Board's control over rates. «he question 

has never again been raised. But there is another thing 

which is actually hampering the Board to a very great 

degree, namely the Crow's ITest pass Agreement. This dates 

from I897 and is in the form of an Act of Parliament. By 

it the Canadian Pacific in return for a subsidy to build 

its line through the Crow's ITest pass agreed to reduce 

certain rates in the Prairie West by definite amounts. 



It was generally agreed that this Act was special 

legislation which the Board could not overrule. As the 

rates actually in existence were less thanx the i'laxima 

as stated in the Agreement, no trouble arose until the 

increased costs of operation during the war made rate 

increases imperative. The West at once claimed that 

rates there could not be advanced beyond those of the 

Agreement. An Order-in-Council got over the difficulty 

by suspending the Agreement for the time being, but 

there was trouble as soon as it came back into force. 
now 

The Board/attempted to overrule the Agreement, claiming 

that the Kailway Act gave them a control over all the 

rates in the country, the Supreme Court hae ;>w docid&d 

Bffcir.et this view. The Board is now seemingly helpless 
/ 

to. deal with the general rate problems, plates in the 

west cannot rise above the level of the water rates. Kates 

en the Prairie cannot increase beyond the limits set 

forth in the Crow's ITest Pass Agreement. At the same time 

British Columbia is demanding big rate reductions, and 

asserting claims to "treaty rights" in the matter. So 

Parliament is trying to clear up the situation, while 

the Board of Kailway Commissioners — seemingly the one 

body with sufficient training and knowledge of the 

situation to handle it properly — must look on with its 

hands tied. 



Chapter III 

THE PACIFIC EAILWAY AGREEMENT 

X 

In a memorandum addressed to the Hon. "William Jyon 

J:cEensie King, PremKrier of Canada, and dated at 

Victoria, March, 1922, the Hon* John Oliver, 

Premier of British Columbia, wrote as follows; 

". . . . I am speaking on behalf of the people of this 

Province, and demand, as a matter of right, the 

removal of . . . . discriminatory rates. I put this 

matter before you as a matter of treaty right, a right 

under an agreement as between the Province of Tint-;.*fc 
1 

Columbia and the Dominion of Canada." 

Accepting without examination for t3ie moment the 

fact of the existence of discriminatory rates — justifiable 

or otherwise,— it will be seen that 1/Cr. Oliver in no 

uncertain language raises a point of the very greatest 
2 

imporranee. Kates in conformity with a treaty will 

rarely be the rates which economic factors ur£0l«( i-'stebjLiBh. 

If I'r» Oliver's claim is well founded it is necessary to 

discover its nature before the workings of other factors 

are considered, since a treaty necessarily w.i.1"? take 

precedence. 
— T „ _ _ _ __ . 

""Memorandum respecting the Claims of British Columbia. 
for Equalization of Freight Kates based upon the 
Term of Union, page 1. (B. C. Sess. Pap". 1922), 
It is not intended to imply that this is the first 
time this claim has been put forward for the point 
has been often raised. The above quotation is ;,?ed 
because Mr. Oliver uses.such clear and explicit 
language, anoffifomes from one in authority. 
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Mr. Oliver is, of course, referring to the 

Terras of Union under which British Columbia entered 

Federation, In these Terms the Dominion agreed to "build 

a railway from ahe East to a point on the Pacific Coast. 

This was the origin of the Canadian Pacific Railway, the 

pioneer railway in Western Canada. Nothing was said 

in the Terms about the tolls which were to be charged 

by the railway. 

There is little need to enter very far into 

the history of this agreement between Canada end, British 

Columbia, Suffice is to say, that the Imperial 

government was very anxious to see all the British 

Colonies in North America united; that Canada was very 

eager to acquire British Columbia; and that the people 

of British Columbia were very determined that their 

position be in some way improved. This last fact is 

often overlooked by many who advance the argument that 

British Columbia entered Federation, not in her own 

interests, but in the interests of Canada and the 

Empire, and was lured in by the offer of the railway. 

The history of the time does not reveal a British 

Columbia prosperous and content to carry on without a 

change. The colony was extremely isolated from the 

trade routes of the world. To get to Eastern America the 

easiest way was to travel to San Francisco and gver the 

Union Pacific, which had been completed in 1869 • 2he 

all water route lay around Cavie Horn, ihere was little 
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or no trading on the pacific- There were no markets 

for British Columbia lumber, for her fisheries' 

produce, or for her agricultural produce. The old 

gold rus& days were over; the prospectors had gone 

away again after picking up what they could find. 

British Columbia's mineral wealth had hardly been ± 

touched, except for the coal-mining on Vancouver 

Island. The mainland of British Columbia could not 

develop because there w*e no easy means of communication 

either between settlements or with the coast. There 

were only about seven or eight thousand white people 

in the colony, and these resided chiefly, on Vancouver 

Island. Moreover, the i:>opulation was actually 

decreasing, ^he people were not wealthy and were dis­

contented. $alk of annexation with the United States 

was very common, and it seems very probable that 

annexation wov.ld indeed have taken place despite the 

reluctance of the people to throw off their British 

connection, if the formation of the Dominion of Canada 

had not caused the people to look in that direction 
hbacM -

and see a JMHrei&fciifcy hope for the future ift-*ha* 

di*ecfe-ie*i. There is no doubt but that the great 

majority of the people were very much in favor of the 

proposed union. The one class of persons xigsBaSttm. 

strenuously opposed to it was the office-holding class 

t 
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wW*taNUte well off and quite contented with things as thejc 

were. As the Executive Council was not responsible to 

the people, and as it appointed the majority of the 

members of the Legislative Council, this office-holding 

class exercised an influence quite out of proportion 

to its size. 

The acquisition of the Hudson's Bay tsotzxjsjaxx&s. 

Company's territories and the appointment of the Earl 

of Musgrave, an enthusiast for union, as Governor of 

British Columbia removed all obstacles in the way of 

beginning negotiations. British Columbia drew up the 

terms under which she would agree to enter the Qanadian 

federation. Canada must build a wagon road at once to 

British Columbia, and commence the construction of a 

railway, âaay Some thought a railway was not necessary 

to the union. Butothe union could hardly have functioned 

properly without some good means of communication. 

There were enough members of the legislature who '2Ss*V*' 

there could be but questionable advantages gained without 

a railway, to make- this Aa condition of entering upon 

union. 

A delegation was appointed to take the British 

Columbia terms to Ottawa. It found Canada willing — 

at least the Conservative government, for the Liberal 

opposition was very strenuously opposed — #o not onlyt^ 

build"^ railway as British Columbia required, but to 
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agree to begin it within two years and finish it within 

ten. The wagon road idea was abandoned. British 

Columbia was to give up to the Dominion tkaxjopaeidoaaey 

a strip of territory extending twentj' miles on each side 

of the railway, as well as 3,500,000 acres which were 

to be selected. These land grants were to help 

finance the construction of the railway. These were 

the Terms of Union as finally agreed upon. 

The railway did not get started within two years 

and was not finished within ten. The early attempts of 

a private company to get the charter to build the 

railway and receive the heavy subsidies ended i|r the 

government being forced out of office because of a 

bribery scandal. Mackenzie took office. He had 

strenuously opposed the agreement to build the railway, 

for he feared it would involve the country in financial 

ruin, nevertheless, he .was faced with the task of 

building the railway for no private company now <yame 

forward to do so. The surveys took much longer than 

expected, the beginning of construction was continually 

delayed, and British Columbia began to grow impatient. 

On several occasions this Province was nearly secefding. 

Arbitration«£feft*jr&ffa(ri\£ Mackenzie hardly knew what to 

do, and continually urged British Columbia to be 

patient and not demand the doing of the impossible. 

Finally, MK0ksnz±K the Mackenzie government was swept 
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out of office. . 

The Hacdonald government could uuly continue the 

policy of "building the railway. But suddenly it was 

announced that a private company, heavily subsidized, 

would receive a charter enabling it to complete, own, 

and operate the Pacific railway, Following this the 

Canadian pacific Eailway Company was incorporated on 

February 17, 1881. The Company was given ten years to 

finish the railway. It was actually completed by 1885 

and was open for through traffic the following year. 

With the zealous pushing on of the railway building 

the discontent in British Columbia had diedsa down. To 

compensate the Province for the violation of the Terms 

of Union with respect to the time of finishing the 

railway, the Dominion ĝrm-fcfc-̂ *- the 'fts.xs&xm. Eaquimault 

and XTanaimo Bailway. This the Dominion had been under 

no obligation to do. 

Such was the origin of the Terms of Union and 

the the- way they were carried out. !tfo mention was 

made in them of the rates to be charged on the railway. 

In fact, we do not find any mention of rates in any of 

the discussions of the time concerning the railway and 

the terms. There were many, it is true, who did not 

think the railway at all practical, and believed that 

even if it were built it could never be operated 

profitably. There were no "flourishing towns such as 

Omaha for the railway to pass through" in the Canadian 
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West, jhe matter hardly concerned British Columbia at 

all, as the financing of the railway was Canada's 

problem. If the railway could not be financed, then 

there would be no union. 

If the ^erms of Union said absolutely nothing 

about rates, on what grounds does Mr. Oliver base his 

claim for the ±ssksxx. removal of rate discriminations by 

virtue of treaty right? 

Ini: the first place, Mr. Oliver emphasizes the 

point that the Terms of Union were drawn up and agreed 

to for the mutual benefit|( of both parties to it. These 

terms also admitted British Columbia to the Dominion of 

Canada, which according to the British ITorth America 

Act was created to further the interests of all sections 

of the country. The Dominion became as much responsible 

for the development of its Western coast as its Eastern. 

In other words, British Columbia became a province of 

the Dominion of Canada and entitled to all the rights 

and privileges which the other provinces possessed. 

All this is incontestable, though it is un­

fortunate that Mr. Oliver should think it recessary to 

fall back upon the wording of old documents to prove 

British Columbia's right to fair treatment. But how 

does this effect the rate situation? The Dominion can 

hardly guarantee equal rates to every part of the 

Dominion, unless it wishes to make up the losses to the 

railways. If the rate structure was built up arbitrari 
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without any regard to the economic factors which influence 

rates, the result would "be very serious. The Dominion 

as a whole would certainly not "be benefited, and the 

economic strength of the country would be very considerably 

weakened. Equal rates are, nevertheless, very desirable 

if at all possible, but it would be folly^B" arbitrarily^) 

establish them where the result could be only ruin to the 

railways and the creation of unfit industries. The 

/poFiinion is not legally or morally bound to guarantee 

equal rates to all sections of the country, any more 

than it is bound to guarantee equal prosperity to all 

sections. Railways cannot possibly function.— except 

with heavy losses, which necessarily have to be borne 

by the government — if economic laws are totally 

disregarded in rate-making, passenger fares can often 

be fairly well equalized, but this is rarely the case 

with freight rates. ±RxtkHxMit± It might be noted, that 

in the United States, which was created for the equal 

benefit of all the component states, thexK rates in the 

different sections of the country are widely different, 

but there has never been any attempt to equalize them on 

the grounds of constitutional rights. If,indeed, the 

railways adopted a policy of rates deliberately detrimental 

to British Columbia interests, this very legitinate 

It is not attempted here to argue that equalization of 
rates in r.ritish, Columbia is economically impossible. 
This will be discussed later. Here it is merely intended 
to establish the point that the Terms cf Union cen 
have no bearing on the matter. 
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grievance could very properly be attacked as violation 

of constitutional rights. This charge, it is true, is 

frequently implied in many discussions on the subject; 
any 

but in the absence of/evidence that such is the case, it 

need not be taken seriously. 

Itr, Oliver makes some other interesting points. He 

holds the Canadian Pacific Railway Company to be bound by 

the Dominion's agreement with British Columbia. In the 

Canadian Pacific's charter it is stated that the" purpose 

of the railway is to promote Imperial and Canadian Union. 

And even if the railway is not bound by the Terms, it at 

least is subject to the Railway Act. The Railway Act of 
1 

1868 made discrimination illegal, and this provision 
o 

remained in the Act of 1879 which was the one in force 
time-tt̂  

at the/Canadian Pacific was incorporated./ Ho exception 

can be taken to this reasoning. VJhether or not the 

Canadian Pacific could be held legally bound by the 

I'erms of Union is not of so very great, importance. The 

Act incorporating the Canadian pacific, however, if to 

be considered in the nature of a contract, is one 

'between the Railway and the Dominion. British Columbia, 

therefore, could not properly sue the Railway Company 

for any alleged breach of contract. . 

That no mention of rates is found in the Terms of 

•Union, Mr. Oliver argues, is clear proof that it was 

2 31 Vict, c.68, sec. 12, subsec. 6. 
42 Vict. c. 9, sec.-17, subsec, 6. 
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never intended t h a t r a t e s in B r i t i s h Columbia should be 

higher than elsewhere. For i f EJty^ had been intended 
t 

would British Columbia ever have consented to enter into 

the agreement? This is not so certain. Looking up the 

debates as to the terms of the agreement"^ we do not find 

the rate question discussed,a^wiA. It was evidently not 

considered as a possible source of trouble for the 

future. It would have been impossible, in any case, to 

determine what rates should be charged before the 

railway was even built, or even to lay down general 

principles. It is true, that if the Terms of Union had 

contained a clause stating that rates on the British 

Columbia section of the railway should be higher than 

elsewhere, a number of British Columbians would very 

probably have objected and refused to agree to such a 

clause. But on the other hand, even a railway charging 

high rates was HS better &han none at all. The railway 

could certainly not tsctesxscxxp interfere for the worse 

with the economic structure of the province. On the other 

hand, the ra-ilway meant all sorts of possibilities. 

Access ^EH0 the interior would be xsxy much easier, and 

the railway rates would have to be ridiculously high to 

be greater than the cost of wagon transport over imperfect 

roads. jhe truth seems to be that the importance of the 

rate question was not realized, and the problem of 

The Government Gazette rbctraordinary, British Columbia, 
-raroh I87O. "Debate on the Subject of Confederation 
with Canada." 
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financing the railway loomed up as such an important one 

that if the natter of rates had ever "been brought up it 

would have been dismissed as of little importance* 

During the gloomy days of the '70s it was generally felt 

that British Columbia would be very fortunate if the 

railway was ever built at all. Discussion of what rates 

should be charged on a railway not yet built, and which 

might possibly never be built, at a time when there 

was practically no interference whatever with the rightx 

of railway directors to put in force whatever rates they 

chose, would have been rather amazing. 

According to the Terms of Ur.ion "British Columbia 

gave up a strip of land along the railway line and 

extending twenty miles on each side of the line, together 

with 3,500,000 acres of land to be selected. British 

Columbia was the only province to surrender any land. 

The remainder of the land grant sas&ft to the Canadian 

Pacific was made by the Dominion in the then North-west 

territories, fiater it wasdjMlwJth^t the ^rant made by 

British Columbia had been altogether too large, and 

the Dominion consented to pay the province $100,000 

per year in perpetuity as compensation. 

The purpose of this land grant, says I&r. Oliver, 

was to balance the adverse r->hysical conditions in Pritish 

Columbia and to make up for any extra expenditure 

necessary in the mountains. Unfortunately it is not so 

certain that this was the case. The Pacific railway was 
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regarded as a work primarily in the interests of British 

j Columbia. It was British Columbia which would benefit 

most from the railway, according to the opinion of the 

time. Therefore, it was felt that British Columbia should 

make some contribution towards the railway. 7-aking a grant 

of unsettled land was the method adopted because it ̂wfe-

TTrprm mrrnti fff a sacrifice. The difficulties to be encountered 

in building through the mountains were only vaguely 

understood, though it was realized that it would require 

enormous sums to build the railway. There is nothing to 

indicate that the British Columbia land grant was to furnish 

funds to pay for the extra expenditure necessary in the 

mountain section, it The proceeds from the land granted 

were merely part of the total sum that would be required 

to build the whole railway. The point seems to be, that*i-o 

-aXfcfv which <e-ver part of the country lias actually been benefited 

most by the railway, when the railway was planned it was 

never doubted that it was chiefly going to benefit 

British Columbia. 

I believe that the argument that higher rates are 

justified on account of higher costs of construction and 

of operation has little to support it. But let us suppose 

that this is a good and sufficient reason for the charging 

of higher rates. It will be seen that a subsidy given to 

offset these extra costs and so maintain rates on an equality 
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could lead only to a very complicated and difficult 

situation. In the first place the British Columbia land 

grant could yield a sum equal to the amount the land could 

be sold for. Just how large this would be could not 

possibly have been calculated. The extra cost of construction 

in the mountain section could hardly have been estimated at 

all accurately"fijfhen the Terms of Union were being drawn up. 

"What the costs of operation would be could only be guessed 

at. How then could a subsidy, the size of which could 

not be even estimated, be expected to equalize costs of 

construction as yet not able to be calculated and the 

costs of operation in perpetuity of a railway not yet built? 

The two sides of the account could balance only by a most 

remarkable accident, and in all probability would be very 

far apart. Another difficulty is that the proceeds from the 

land sales would have to be 3m&&&e4r-erv&T the costs of operation 

in the mountains as long as the railway continued existence. 

Equalization of rates on these grounds would mean very 

artificial rates and serious problems. Fortunately, hpwever, 

British Columbia can attack the cost of construction and 

operation theory in a more convincing way. 

There is one other way in which it is claimed that 

:Us^jg&Ha&&aNx|bQsi££s British Columbia has been suffering 

because of broken obligations. Jjjhis is having to pay higher 

rates because the Canadian Pacific built through the Kicking 

Horse Pass. The Yellowhead Pass route had been the one 
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through which the government had intended to "build the 
understood 

railway. It was generally Kx$xv£m& that the Canadian 

Pacific Company would "build through this pass, "but there 

was no stipualtion in the charter to this effect- Then, 

of a sudden, the company decided to run their line through 

the Kicking Horses pass. The reason for this was the fear 

of the Company that if the line were built too far north 

there would he a danger of American railways extending into 

Canada and alienating this southern territory from the 

Canadian Pacific. i£ The Yellowhead Pass route has a much 

better grade — in fact, the easiest grade through the 

Hocky "Mountains in either the United States or Canada — 

than the Kicking Horse Pass route, though it is seventy-

five miles longer. It is possible, however, to operate 

via the Yellowhead route a great deal cheaper. The 

"stupidity" of thd Canadian pacific in building through 

the most difficult route to operate, has been held 

responsible for the necessity of higher rates in British 

Columbia. ""Why should British Columbia he forced to pay 

for the Canadian pacific's mistake?" is the argument. 

There is another side to this, but if the Kicking Horse 

Pass route waeCBmistake, it was only a mistake. The 

Company had a perfect right to choose whichever route it 

like<f and in doing so it violated no agreement or contract. 

In 1909 the Attorney-G-eneral of British Columbia 

brought suit against the Canadian Pacific Railway Company 

to reduce freight and passenger tolls in British Columbia.1 

1 8 C. K. C. 346. 
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The whole case was based on the theory that a contract 

existed between British Columbia and Canada, which also 

bound the railway company, and that rate discriminations 

against British Columbia were breaches of this contract. 

The Provincial Legislature load passed a resolution to 

this effect, reciting the whole history of the Terms of 

Union, the surrender of public lands, the railway as 

the inducement for British Columbia to enter Federation, 

and so on. The decision was,, nevertheless, adverse to 

the province, the Board of Railway Commissioners declaring 

that it could find no evidence of the existence of a 

contract, either express or implied, • which covered the 

matter. 

If the above case is compared with the Equalization 

Case of 1922 it will be noticed 5io what an extent the 

British Columbia line of argument has shifted. "To 

longer is the Hhigher cost" vzwsrk theory accepted as an 

unfortunate fact which exists but ought to be xe. disre­

garded because it involves a breach of contract. Instead, 

the soundness of the theory itself is attacked and the 

plea of the existence of a treaty agreement is alIow@^fe-e 

gSAp-tTr-tfea-feaokgrouHd. 'w/ *-* ̂ - A SA^^L^f • 

It would seem British Columbia is adopting a wiser 

policy. It has been seen that the Terms•of Union make no 
reference « 

direct KSX±±HK to the subject in hand. Tliat'M.Crlias anything 

at all to do with rates can be maintained only by making a 

1 27 C. R. C. 153. 
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number of very questionable assumptions and attempts to 

interpret the motives of the parties to the agreement. 

Qbviously such arguments can "be of little value in a 

court of law. Such a "body must take the wording of the 

Terms of U^ion as they stand, and will not he interested 

in the motives behind the making of these Terms. Hot 

"being legally sound, the contract theory necessarily 

hecomae simply a moral argument. But if this is the case, 

why i3 it necessary to refer hack to an agreement more than 

fifty years old? Surely if the claim is one for fair and 

just treatment, there is no need whatever to £a± quote 

the Terms of Union to prove that the province is entitled 

to such fair and just treatment. All the provinces are 

entitled to such treatment whether they have entered into 

agreements with the Dominion or not. 

Any attempt to use the Terms of Union to gain for 

British Columbia more than is herAdue,is to he deplored. 

As applied to the rate question, it can only increase the 

artificiality of the rate structure, and make a solution 

to our rate problem very much harder to find, British 

Columbia must argue her rate cases without falling back 

on the Terms of Union. 



Chapter IV 

THE SAHLY YEAHS OP THE CANADIAN PACIFIC IN THE WEST" 

The final rail in the Canadian Eacifto was laid November 7, 

1885, a"d by June of the following year through trains 

were running from Montreal to Vancouver. 

The problems connected with financing the construction 

of the railway had been serious enough and with less able 

men in charge the whole project might have failed. But 

now even greater difficulties presented themselves to 

the directors of the young railway. How was the road be 

going to made to pay? There was little population in the 

vast territory through which the railway ran. The 

railway was completed midway between two census years, but 

in a decade in which the ?fest grew rapidly. There were 

62,260 people in 1/lanitoba according to the Census of l88l, 

but there were 152,506 in 1891. The population of 

British Columbia was smaller, though it too was increasing 

rapidly. It grew from 4-9,4-59 persons in l88l to 98,173 

ten years later. The population of these two provinces 

was scanty enough, but even more serious was the great 

gap b€ uninhabited territory between them. At this time 

settlement practically ended at Portage la Prairie and 

did not begin again until Earn!oops was reached. Between 

these two places it is said you could count the number 

of settlers living within twenty miles of the line on the 

fingers of one hand. Increased population promised to 
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settle the question of traffic in the future, hut in the 

meantime the traffic furnished was necessarily small. 

Yet, the Canadian pacific paid from the beginning. 

In the first place, it had received a large amount of 

help from the government. Jjjhe Company had been given 

25,000,000 acres of land in the ITorth-west and $25,000,000 

in cash. It was to be exempt from taxation — provincial 

and municipal, as well as dominion. The land grant was 

not to be taxed for twenty years. The 713 miles of 

track which the government had previously built or had 

already contracted for were handed over to the railway 

free of charge. In addition, a monopoly clause was 

inserted in the railway's charter, by which the government 

sought to prevent the western traffic being tapped by 

American roads. For twenty years no railway was to be 

chartered in the west within fifteen miles of the 

International boundary. This clause was to prove the 

cause* ox serioi/s disputes. 

But even with all this government assistance, the 

railway might very well have gone under in these early 

years. That it did not may be largely attributed to 

efficient management and the loyal staff which was built 

up. 

It was necessary to provide traffic for the future, 

and at the same not overlook any possible sources of traffic 

for the present. To assure the former a vigorous immigration 
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campaign was opened, and settlers were given all the aid 

and assistance possible. Industries along the line, as 

flour millxs and coal nines, were encouraged and helped 

•along by the railway for years. The company in the 

absence of better traffic would carry anything l.hp.t would 

pay the extra costs of handling it. rr.he coiupar.y even found 

it worth its while to carry buffalo bones to Ix. stern 

factories when nothing better offered itself. Eight from 

the start the railway took advantage of the scenic attractions 

along the route. The mountain scenery was widely advertised, 

and a large tourist traffic quickly came into existence. 

Canadian traffic alone, however, could haxdly be 

large enough to make operation very profitable. For this 

reason the company soon commenced tapping American traffic. 

It was the transcontinental traffic which the Canadian Pacific 

wished to share in, and to this end it began offering low 

rates. It could carry traffic from the Eastern United 

States over its lines to Vancouver and thence down to Can 

' irancieco by a line of steamers which the railway owned. 

Traffic in the opposite direction was very small at this 

time. The American roads soon felt the"«S££IQ4I^9 of this 

competition and were forced to come to an agreement with 

the Canadian railway in 1887. As the Canadian Pacific was 

the least attractive route to American shippers b&IL&J^&l' 

-*A railway going after traffic not naturally tributary 
to it and which it is not interested in developing, 
considers such traffic as Kxfesca an ext.rw, source of 
income. Any rate, no matter how low, whlcn will 
cover the extra cost of handling that particular traffic 
is profitable, because though it does not contribute its 

|; proper share towards the fixed charges and joint costs, it 
Ifr;»--:'. yet contributes something, which is better tlu 11 nothing. 
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its long and roundabout haul, it was allowed a fixed 

differential — expressed in cents per hundred pounds 

for each class — under the American gates. In 1892 the 

Canadian Pacific "began charging rates which were ten per 

cent "below the American rates, ~here were immediate protests. 

It was charged that the Canadian pacific was not now charging 

differential rates, but instead "cut" rates. Strained 

relations continued until 1898 when the matter came up for 

arbitration. It was decided that the Canadian Pacific was 

no longer entitled to any differential. By this time 

the': Canadian pacific was no longer so dependant on American 

business and stopped cutting rates. This railway, nevertheless, 

has continued to carry a great deal of through American 

traffic, and remained a source of annoyance to the American 

roads. The situation is similar to the case of the Grand 

Trunk when it invaded Chicago in 1879, began cutting rates, 

and forced the American trunk lines to come to an agreement. 

Unfortunately, in this early period"" there {if(XS%0 

lack of complaints with respect to rates. It ±K was not 

from British Columbia that serious complaints came at this 

time. The railway had been a distinct gain to that province. 

ISacy. tourists came to the Pacific coast*.. Vancouver had been 

established, and there was now a means of easy access to 

the rest of the country. Rates were undoubtedly high, but 

they worked r.o undue hardship as yet to British Columbia 

industry. The people of the province were for the most 
— j 

y-jpference is made roughly to the period uo to the 
Crow's rest Pass Agreement of 1897* 
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part content to take advantage of the railway for which 

they had waited so long, and made no very serious protests 

for some years to come. 

But Manitoba was by no means satisfied. It complained 

of excessive rates and held up the Canadian Pacific's 

lionopoly clause as the reason for them. Before the Canadian 

Pacific had been built it was possible for the people of 

I-a:;ixGba to communicate comparatively easily with the East 

by making use of the Fed River to connect with the Great 

WSPthern and northern pacific Eailwayi. Both these 

railways came within a short distance of the border line, 

and were quits ready to enter the Canadian field. Taanitoba 

believed that by bringing these railways into the province 

the Canadian Pacific would soon be forced to reduce its 

rates. The monopoly clause prevented the Dominion 

government, any of the territorial governments, or the 

governments of any provinces which might be thereafter 

created in the "orth-west, from chartering any rival 

railroad between the main 11ns of the Canadian pacific 

and the boundary, or within fifteen miles of the 

boundary, and running In a southerly or southwesterly 

direction. It is clear that the Dominion had no authority 

to prevent any provinee from chartering a railway with 

purely £±s provincial objects. The Dominion, however, 

possessed the right to disallow provincial statutes, end 

it made a free use of this power to void each of a series 

of acts paseed by the Manitoba legislature to incorporate 
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railways within the province. Finally> in 1888, the 

Canadian Pacific JJXHJE agreed to surrender their monopoly 

privilege in return for a "bond guarantee, ĵ anitcba at 

once brought a branch of the northern Pacific into the 

province, and chartered some local roads. As a cattea; 

of fact the Canadian pacific's control over Western 

Canada was never seriously threatened. Manitoba came 

gradually to see that it was not the Qanadi&ji pacific's 

monopoly, but geographic conditions, which were re­

sponsible for the unsatisfactory rates. The hostility 

to the company continued, however, until the passing 

of the d§>ression period of the early '90s. The fight over 

the monopoly clause had been bitter. Its supporters had 

defended it as absolutely necessary to enable £he railway 

to get on its feet- that as Eastern Canada had paid 

large sums fox the railway it was entitled to the V/est e m 

traffic, which without the monopoly clause would go via 

.American roads to United States' centres; end that in 

any case the rates on the Canadian Pacific were for the. 
the rates 

most part lower than/to the territory immediately south of 

the boundary. But Manitoba (and to a lesser cferee the Forth-

west Territories) replied that the rates were nevertheless 

too high, and argued that if this were not so American 

competition would not need to be feared. ^he railway 

received all the blame for the prevailing depression r»nd 

discontent, and was frequently accused of sacrificing the 



- 55 -

the interests of the settlers in the West to the foreign 

shareholders og the company. The fight had-"been bitter. 

At one time fctasstx the Caadian Pacific had threatened to 

'renove all its main offices and shops to Port William from 

Winnipeg, at the same time making it clear how much 

Winnipeg would suffer thereby. 

db The removal of the monopoly clause in 1888 {^i^lioIrLflywjW 

the discontent in the West the Dominion government finally 

appointed a Railway Bates Commission in 1894 to investigate 

the situation. The Commission reported the following year. 

"lie conclusionsit5W£ reached are summed up in the following 

extract from the report: "In view of the fact that the 

Canadian pacific Railway Company hol&fjabout 18,000,000 

acres of unsold land and own upwards of three thousand 

miles of railway in the province of Manitoba it is obvious 

tĥ J:̂  their, interests must be identical with those jsf their 

patrons and it occurs to your Commissioners that selfish 

motives alone would be ample and suffi.cierit safeguards on 

the action of the Company in regualting its general policy. 

Any policy other than thatjfavourable to;;the settlers would 

be simply suicidal and ruinous to the Company. . . , In 

conclusion your Commissioners desire to express the 

opinion that many of the complaints have arisen from a 

misunderstanding of the tariffs."' Such a report could not 

be at all satisfactory to the West, and the complaints 

continued as before. The request of the Canadian Pacific 
1"*""* """"——— • ———••«— — - — 
*P.eport of the Railway Kates Commission, Bess. Pap. Ho, 39, 

I895, p. 15. 
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for a subsidy to build an extension into the Crr-v's jlest 

Pass :egicn, gave the Dominion government an opportunity 

to assume some control over Western rates. In return 

for the subsidy the railway agreed to several reductions in 

the rates en goods coming into the West from the hast as 

well as on grain and flour moving eastward, The government 

also reserved the right -^i^^&w^approve the tolls on all the 

company's lines south of the main line in British Columbia, 

or reserve them to any Railway Commission should one be 

established in the future. The establishment of the Board 

of Kail-Ray Commissioners in 1903, following the two licLean 

reports, further curtailed the Canadian pacific's freedom 

in Western rate matters. But the Commission could not be a 

panacea for all evils> and it found Western rales controlled 

to a very large degree by Ida* geographic and «oc-no:flic 

conditions and not so much by arbitrary will, 

™he complaints made by the Vest had been in part over 

sii/dlar grievances which the East a} so complained of, but 

its meet serious pretests were concerned with conditions 

peculiar to the west. P.ate8 into the Torth-west were high, 

local rates were EHJS quite out of proportion to through 

rates, the distributive rate structure was not satisfactory 

t; the growing towns ffest of Winnipeg, and the transcontinental 

rate structure hurt interior British Columbia points. 

Speaking of the high rates into the I'orth-west, hx* I..cLean 

in hie report says:"The lighter traffic to the ITcrth-west 
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precliki.es the acceptance of the same rate "basis at/the more 

settled portions of Canada. The Ion'"1 rail haul necsssarr 

to place goods in the west makes the freight charge play a 

vevy important part in the determination of the price. 

On shipments of furniture to the Forth-west the freight 

charges amount en the average to one-third o± the original 

cost of the goods. In the case of the construction of 
* 

floui: mills in the west, one-third of the cost of the 

completed mill is represented "by freight charges. She 

freight charge on soap from Toronto to Edmonton — 4th 

class at £2.07 — is §1.65 f°T a n 80-pound box. The 

selling price is §3.65 pe? "box. The freight therefore \ 
i 

amounts to 44 per cent of the value of the goods. . . . 

As has "been stated it cannot he expected that the rates 

in the TCest will, for some time, be on identically the 

same basis as those in the East. Tut some comparisons of 

rates throw light on the nature of the charges. JTor example 

the 4th class rate from Toronto to Eamloops, a distance 

of 2,770 miles, is §2.01, from Toronto to Halifax, a 

distance of 1,176 miles, the rate is 54,̂ . That is while 

the distance to Kamloops is a little less than 2-| times as 

great, the rate is 3-§- times as great. In view of the fact 

that the railway has the advantage of the long haul throughout, 

the disproportion would appear to be too great. The rate? 

into the North-west as they at present exist, interfere 

with the expansion of the trade of Eastern Canada in the 
-1 •biorth-west." 

•̂1902 Sess. Pap. ITo. 20a, p. 67-8. 

http://precliki.es
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Local rates in the west were high in proportion 

to through rates, and in fact still are. "It is claimed 

that local rates are excessive on grain. It is impossible 

to "bring a carload of oats on local rates from Portage la 

Prairie to Winnipeg." Comparisons w£ local rates in the 

West with local rates in Eastern Canada and In the United 

States show the former to he much higher, "but such 

comparisons are hardly fair. The west was much more thinly 

settled, and rates had necessarily to he high. 

The distributive rate problem involved the struggle 

of places west of Winnipeg to gain the business from that 

city, which at the start had load a monopoly. The whole 

question of distributive rates might best be considered 

later« 

The transcontinental rate problem was somewhat 

similar to that of the United States. There was a certain 

amount of competition for the railway at the Pacific coast 

because of the fact that it was possible to ship there by 

water via Cape Horn or the Isthmus of Panama route. This 

necessitated comparatively low transcontinental rates to 

the const, so that ra.tes to interior Pritisn Columbia 

points where there was no competition were much higher. 

E&iiiloops was the chief source of complaint, maintaining 
I 

that rates to that place oughtjto be at least no higher tli&n 

to the Pacific coast which was so much farther on. In the 

opinion of Mr. McLean the contention of Kamloops could not 

be sustained1as conditions_^at Kamloops compared with, say, 

'fox S«ss. P<Kp. N0.^odu . p- tf (j-
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Vancouver were so entirely different. But Eainloops he 

thought, ought not to be oharged the full amount of the 

local rate from Vancouver to Kamloops in excess of the rate 

to Vancouver. The transcontinental rate structure is very 

complicated and full of difficulties, and since the 

"building of the Panama ganal has become even more so. It 

is therefore beet to reserve a more complete examination 

cf this problem until later on. 

Ve have Been that there were unsatisfactory rates 

in the Vest almost as soon as there were any railway rates* 

at all* The Canadian Pacific's monopoly was generally 

attacked as the source of all the trouble* That this was 

a mistaken view is apparently shown by the fact that the 

removal of the monopoly and the advent of other XH±J& great 

railways did not by any means settle the difficulties. 

The Western rate problems of to-day are largely the same 

as these of the f8C8 and '90s of the pafct century, and 

in considering them it is best to remember that conditions 

over which the railways hate no oontrol are more responsible 

for *sxjt±i±jarax£fcxK the present stats of affairs than the 

deliberate acts of the railways themselves. 



Chapter V 

IIATE STRUCTURE I3T TIE TEST EOT717 TO 1914 

TThen the equalization of rates in different parts of 

the country is spoken of, the reference is usually to 

standard rates. A standard tariff, it will "be remembered 

is one in which rates are quoted on a mileage p̂ re basis 

without reference to particular places of the direction 

of the Inovement. The cotfeatry is divided into a number 

of standard tariff territories, and for each of these 

territories there is "but one tariff. At present there 

are flveAin Canada.' Each standard tariff specifies the 

Kaximan toll which may he charged for each class of 

goods for different mileages. A separate rate is not 

quoted for each number of miles, hut rather the mileages 

are expressed in groups which are wider for the longer 

distances than the short ones. For example, rates for 

each of the ten classes may be quoted for each mile up 

to fire miles in a certain standard tariff; then, up 

to 100 miles the rates raay be quoted in five mile groups; 

from 100 to 500 miles the rates may advance in ten mile 

steps; from 500 to 1,500 miles in twenty-five mile 

jumps; and over 1,500 miles and up to the maximum 

mileage possible within the territory in fifty mile 

1 
groups. 

jThe above is the method in the Prairie Standard 
Tariff adopted in 1914, and also the Pacific 
Standard Tariff. The latter is limited to 750 miles. 
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The rates in standard tariffs are the highest-which 

:Urvi*!^£T^a^It-v^_ charge^- These rates apply only when 

there is no appropriate rate covering the movement in 

any special or competitive tariff. The latter are not 

a certain amount below standard rates. A srjecial rate 
rate 

may he slightly less than a standard/in a particular 

section, or it may he very much less. With respect 

to actual movement only from five to ten per cent of 

the total volume of traffic goes under standard rates. 

Any regular movement or one of some importance Cas the 

rates on sugar from a particular refinery to its usual 

markets) is sure to "be covered hy some special or 

competitive rate." 

If such is the case why is so much attention paid 

to the problem of equalizing standard tariff rates? There 

are two principal reasons. In the first place, standard 

tariffs are the only ones sufficiently simple to he 

^he terms "standard" "special," and "competitive" 
apply, strictly speaking,to a tariff which contains 
one or many rates. Each tariff is numbered and 
classed as one of the three kinds, and filed with 
the Eoard of Railway Commissioners. T85my&±£.$wxxKBE 
SxxaOosxjcixfcx The requirements with respect to standard 
tariffs differ from those in connection with special 
and competitive ones. 

Ilore often rates are spoken of as being either 
c?taes or commodity. Each of from 1,000 to 1,500 
different kinds of goods are placed in txssm one of 
ten g3iaflses.lt would be more correct to say that 
each good is placed in several classes according to 
the manner in which it is packed and also the size 
of the shipment. In determining she rate for any 
particular good, it is necessary to first determine 
which class the good falls in, and then find the rate 
for that class. But only about Vjf* of the total 
tonnage moves on class rates. The rest moves on 

http://g3iaflses.lt
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comparable for different sections of the country. There 

is only one standard tariff for each territory while 

there are numberless other tariffs which may apply, 

-̂ ach of these standard tariffs is general and is not 

confined to particular places and particular commodities,, 

Comparisons of the rates on a certain commodity for 

similar distances in different territories are most 

often misleading, for in all probability" the commodity 

vrill not occupy a position of the same relative importance 

in &K$x&K8 one region as aotitibcac in an another. Por 

example, a comparison of flour rates on the Prairie 

with those in the Maritime Provinces could not "be of 

much value, ^he fact that standard tariffs contain 

class rates only yngfcip* gives comparisons some meaning;; 

for first class goods moving in one section of the 

country, though they may he different from the first 

commodity rates. A commodity rate is a..rate._applying 
to a particular kind of good, and riot to a particular 
class. Such, things as grains, lumber, wood-pulp, 
coal, ores, brick, stone, sugar, potatoes, etc, 
— in general, any good with a low value in proportion 
to weight, which moves in bulk and could not stand 
class rates — takex ihxxcommodity rates. 

The rates in standard tariffs are always class 
.-rates. Host of the rates in special and competitive 
tariffs are commodity rates, but some are class 
rates, 

viae distinction between car-load (C. I..) and 
Xess-than-car-load (L. C, L.) rates is primarily one 
of classification. For various reasons a railway oar. 
handle car-load lots more cheaply than small lots, so 
that in the case with most goods if a shipper is sending 
as much as a certain minimum weight the shipment is 
given a rating in a lower class than it would otherwise. 
She rate charged is therefore lower. The problems of 
classification are really rate problems, for the 
classification determines the rate. All commodity 
rates are for car-load lots only. 
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class goods moving in another section, are nevertheless 

probably of about the same relative importance. Bate 

comparisons "between widely different areas ax*e hard 

enough to make if they are to have any meaning, hut to 

try and compare the general rate levels of the various 

sections hy examining the mass of special and competitive 

tariffs would "be quite impossible. There is no way of 

averaging such rates. Between two slices the rate on 

some commodity may he fairly low, while between two 

other places an equal distance apart the rate might he 

much higher. "Which is typical? -here is no way of 

finding out. 

The second reason why standard rates are of so 

much importance i^that the difference in such rates in 

two different territories i3 generally reflected in 

special and competitive rates. If a railway company 

claims higher standard rates are necessary in British 

Columbia than on the Prairie because of geographical 

disadvantages, very probably special and competitive 

rates as a whole will be somewhat higher for the same 

reason. With particular commodities this is not often 

the case, as the rates on come may be much higher in 

proportion than the s&indard rates while on ethers they 

may be very much lower. But as it may be assumed that 

there is some theoretical rate (though v/e cannot determine 



it) which is a proper average of the rates in a section 

;f the country, it may "be concluded that ^&a$ any two 

such average rates in tiffo different territories Sxzr are 

in approximately the sane ratio to each other as the 

respective standard rates. 

In comparing the general rate levels in different 

parts of the country,therefore, standard rates are 

commonly used, and, indeed, when they are net the 

comparisons are usually of little value. 

With reference to the equalization of the general 

rate levels there are two principle prsblens to consider: 

the equalization of rates in British Columbia and on the 

Prairie, and of Western rates and T-astem rates. Vnlike 

the United States, there is only one classification in 
x 

fevee throughout Canada. This would sees to make 

standard rate comparisons fairly simple. There is one 

"big difficulty^ however. When the Canadian Pacific "began 

operation in Western Canada it adopted what was known es 

the Jcint northern Classification, which was the one in 

force in the corresponding territory in the "nited. States. 

With this classification first class rates are generally 

double fourth class rates, the other classes "being graded 

in proportion. When, later, the Canadian Classification 

was adopted, the same general relationship "between the 

rates of the different classes was roairvfcained. "hit in 
_ _ _ „ p . — « , - - _ _ 

"There is one slight exception to this, "he White Pass 
and Yukon Railway (which runs for a few riles through 
British Columbia) -ases what is known as the Northern 
Classification, consisting of only three classes. 



Eastern Canada class rates have always been "built up 

by making the first class rate double the fifths: class 

rate instead of the fourth class. The rates in the East-

and those in the West have thus al\rays been out of line 

with each other, and a simple comparison is accordingly 

difficult to make. There is a further difficulty 

because the rules respecting the mixing privilege 

differ in the two parts of the country. The standard 

rates in British Columbia may be more readily compared 

with those on the Prairie. 

The western rates. Case! (1910-1914) was the first 

tir.i~ the rate structure in Canada as a whole was taken 

Up. Before this the rate problems in the East and in 

the Vest had been treated separated as thoughjhey were 

separate units. Down to 1914, therefore, attention-

will be confined to the relationship between British 

Columbia and Prairie rates. 

The Canadian Pacific adopted its first standard 

tariff on Hay 1, l88l- It was similar to that in force 

in the adjoining United States'** territory, and applied 

to the mileage then in operation which was all in ISanitoba. 

The rapid expansion of the system made new tariffs 

constantly necessary. By 1894- a standard tariff known 

as "umber 270 was in force in the West. This may be taken 

as our starting place. 
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Standard Tariff Bo. 270 applied to the whole of 

the West, that is5 from Port Arthur to the Pacific 

Coast. This whole region was taken as one territory 

hut British Columbia, nevertheless, for the most -cart 

paid higher rates. This was "brought about "by assuming 
In the 

mileage in the mountain territory, /movement over the-

portion of the line from Canmore, Alberta, to Eevelstoke, 

British Columbia, each actuality mile was counted as 

two for the purposes of determining standard rates. 

Prom Eevelstoke as far as Yale each mile counted s.s a 

mile and a half. From Yale to Vancouver there was the 

water competition along the Fraser Biver to he faced, 

so that in this portion of the line the actual mileage 

was -used. In only a small part of British Columbia, 

therefore, were standard rates really the same as on 

the Prairie. When the Crow's Best extension was made 

each mile counted as two in working out standard rates. 

The railway claimed the higher rates in British Columbia 

were due to high operating costs. 

Brom the adoption of this tariff in 1894 to the 

Becision in the Western pates Case in 1914 there were 

three important changes in the Western rate structure. 

These were "brought about by the Crow's Best Pass Agreement 

of 1897, the Manitoba-Canadian northern Agreement of 1901, 
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and the Board of Railway Commissioners' order in the 

Kegina Board of Trade case given in 1912. 

The discovery of coal and other minerals in the 

Crow's ITest Pass region prompted the Canadian pacific 

to plan a branch line into that section. The company 

sought a subsidy of the government to build this line, 

and the latter saw an opportunit3^ to acquire seme control 

over railway's rates in the West and put an end to the 

many complaints. The Company and the government readily 

reached an agreement which was embodied in an act of 
1 

parliament of 1897 a^d commonly known as the Crow's 

'Test Pass Agreement. Under this Agreement the Canadian 

Pacific was given a subsidy of $11,000 per mile to 

build a railway line from Lethbridge, Alberta, to 

ITelson, British Columbia, and to pass through the town 

of ISacleod. The subsidy in the aggrep.;ate was not to 

exceed $3,630,000. It actually amounted to only 

13,404,720. In return for this subsidy the Canadian. 

pacific consented to three things in connection with its 

rates: 

1. As soon as the line to Kootenay Lake was open for 

traffic the rates and tolls on thr Company's lines, :r 

the lines of any other railway which the railway should 

then or thereafter own, lease, or operate, south of 

the Company's main line in British Columbia as well as 

\ 60 & 61 Vict. e. 5. 
It was the government which i n s i s t e d tha t th? railvre. 
po.se through Macleod. 

http://po.se
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rthc rates and tolls "between any points©^ sv.ch lines 

and points on the main line, must he submitted, to 

the Governor-in-Council and approved by him "before 

becoming effective. This x&£pt control might he 

transferred to any railway commission which might he 

created in the future. This stipulation is of interest 

in connection with the subject of rate control, but 

d4d» not affect the rate structure. 

2. The Company was to reduce its general rates and 

tolls on a number of commodities from Port William and 

points east of therex to all points \vest of there. 

Ontario fruit men had for many years complained that 

fruit from Washington State was entering the ITorth-west 

at lower rates than from Eastern Canada, and that Canadian 

fruit was gradually being prevented from entering the Weet. 

The Canadian Pacific was now forced to reduce the- rates 

or. all green and fresh fruits into the West from east of 

pert William by 35 l/3/S. This was the largest reduction. 

Coal cil was reduced 20/£ and the rest cf the commodities 

10̂ ,, The latter included cordage and binder twine, 

a-gricultural implements, iron, wire, window glass, 

paper for building an<1 roofing purposes3 paints and oils, 

live-stock, wooden ware, and furniture. It will be i 

noticed that the list includes generally such articles as I 
i 

the settlers needed and for which they relied upon the 

file:///vest


jrast to supply. But not only were these reductions to 

"be raa.de at the time, "but the Act further stipulated 

that "no higher rates than such reduced rates o;c tolls 

shall be hereafter charged "by the Company upon any 

such merchandise carried "by the Company "between the 

points aforesaid; such restrictions to take jal&gar. 

effect on or "before the first day of -Tanuary, 1898."' 

It is this provision "binding the railway for all tine to 

come which is the source of the present controversy 

over the agreement. 

3. The Crow's Nest Pas3 Agreement Act also 

provided that the rates then in force on grain and flour 

from all points west of Fort William to Fort William 

and Port Arthur and all points east of there, were to 

"be reduced "by three cents per hundred pounds. This 

greatly helped the settlers in the marketing of their 

produce. 

The Crow's Nest pass Agreement was of the utmost 

importance to the W«st, and later was to affect the 

East though not so favourably. The reduction of all 

the more important rates in the west was of considera'ble 

gain to the settlers there. As the succeeding years 

saw further reductions in Western ratest the maxima 

fixed "by the Agreement were of little sign if i©arce. Prat 

when rates "began to rise again during the Great' 'vjar the 

http://raa.de
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railways found the fixed a maxima troubles one fa.cto.rs in 

-he :ate situation. 

rphe Crow's ITest Bass Agreement was adverse to 

British Columbia interests, though it was not so very 

harmful at the time* The reductions did not apply to 

British Columbia so that, as they covered the greater 

part of the Prairie traffic, the disproportion in the 

rate levels in the two sections was increased. British 

Columbia began to suffer from the •Effects of the Agreement 

later, when she commenced seeking markets on the Prairie 

and found pastern interests with a firm grip on that 

territory. 

Four years later another government agreement with 

a. .ailway was to alter the v/hole rate structure in the 

West. This agreement was between the province of [Manitoba 

and the Canadian northern Railway, and also stipulated 

rate reductions in return fox* financial assistance to the 

::«ilway. The agreement is found in a Manitoba Statute inof 

1901. Certain lines of the ITorthern pacific Railway and 

its subsidiaries in Manitoba had been leaded to the 

province for nine hundred and ninety-nine years. I^.e 

lease also included the rolling-stock and equipment in 

connection with these lines. By the terms of the agreement 

with the Canadian Northern, this property was assigned to 

•̂ The few other short railway lines in the West were 
forced, of course, to also follow the terms cf the 
Ê j'eenient. 

2 1 Edw. vTI c. 39. Xnown as the Bond Guarantees Act. 

http://fa.cto.rs
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that railway, and Manitoba also undertook to assist the 

company in acquiring the property outright. The Canadian 

Northern was to be responsible for the rental payments. 

The company was also to have its line to Port Arthur open 

for traffic by October, 1901, and was to issue bonds on 

this line. These bonds the provincial government sodt was 

to guarantee. 

In return for this assistance the railway 

surrendered to the Lieutenant-Governor-in-Council the 

right to determine the freight rates on all the company's 

lines between Manitoba points and Port Arthur (and in 

the opposite direction) until June 30, 1930. The 

company was to be allowed to state its case before the 

rates were fixed. Passenger fares were to be reduced to 

not more than three cents a mile within Manitoba. Provisions 

were also made for provincial audits of the railway's 

accounts, that the railway's shops remain in Winnipeg, 
the 

Qnd that in the year 1929 the government have /aw option 

of purchasing the whole system. 

This agreement is, of course, not now in force, 

but it was important at the time because it brought about 
in Manitoba, 

a fifteen per cent reduction in rates/ The Canadian 

Northern at that time was comparatively unimportant, and 

the Canadian pacific might have taken steps to have 

the Act disallowed. Instead, the latter railway chose 
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to lower its rates to the Canadian Northern level, Rates 
1 

in its Manitoba Division were reduced the fifteen per 

cent. The Canadian pacific, also, of its own accord 

•lowered the rates in Hhat Are now Saskatchewan and 

Alberta by seven and one-half per cent. ?here were no 

reductions in British Columbia. This second reduction 

was quite voluntary on the railway's part, for at this 

tine it was the only railway operating in this part of 

the West, jater, when the Canadian northern extended 

westward from Manitoba it adopted the Canadian pacific 

rates. The reductions applied to all rates, including 

the standard rates, -he result of the Bond Guarantees 

Act was that the unity of the Prairie rate structure was 

broken, and that Prairie rates were reduced without any 

reduction at all in British Columbia. The diecrimination 

against British Columbia was being increased. 

In 1910 British Columbia passed an Act to incorporate 

the Canadian TTorthern Pacific Railway — a part of the 

Cariadian 1'orthern system,«« 7MS Act was somewhat similar 

to that of Manitoba in 1901. The province was to give 

the railway §40,000,000 and in return reserved the right 

to modify the rates on the railway to and from British 

Columbia points and from and to points elsewhere in Canada. 

Appeals would be allowed to the Supreme Court of canada. 

9-Stat, of B. C, (1910) cap. 3. 
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The McBride government in getting the Act passed through 

the legislature hoped by bringing in the Canadian northern 

to the province, that the resulting competition would 

Gauss a general lowering of rates on the Canadian 

Pacific in British Columbia. But the Act was not allowed 

to stand, the Dominion government disallowing it on the 

grounds tliat the Canadian northern Pacific was for the 

general "benefit of Canada, and so British Columbia 

failed it its attempt to place this railway outside the 

jurisdiction of the Board of Railway Commissioners. 

If the Jaanitoba agreement was allowed to stand, 

why was not the British Columbia, one? The answer is, 

probably, that the Canadian Pacific in the former case 

was perfectly willing and ready to make reductions and 

the actual agreement served only as the occasion to do 

so. In the case of British Columbia, the Act was 

distinctly hostile to both the Canadian Pacific and the 

Board of Kailway Commissioners. Under the circumstances 

the Dominion seems to have done the proper thing in 

disallowing the Act. The llanitoba Act would also likely 

have been disallowed if in actual practice it had worked 

contrary to Dominion interests. It will be remembered 

that the Board of Railway Commissioners had not yet been 

created in 1^01, and any sort of rate control was more 

of a distinct advantage to the country as a whole than 

otherwise. • 
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-he jgan it olaa-Canadian northern Agreement had 

divided the Prairie country into two standard rate 

territories. There were now five distinct standard tariffs 

in the West, and this continued to be the case until 

1914. These five tariffs and territories were as fcllows?-

(1) The :ianitoba Scale. This was in force in the 

province of JSanitoba with, the exception of the Le Pas 

line of the Canadian Northern, and also included "ew 

Ontario as far east as Port Arthur, The standard tariff 

in force in this territory was based on Tariff Ho. 27C 

cf lc-94 less the fifteen per cent reduction brought about 

by the Manitoba Bond Guarantees Actx of 1Q01. 

(2) The Saskatchewan j-cale. This covered the Le Pas 

branch in 'Manitoba the whole of the province of 

Saskatchewan, and all of the province of Alberta with 

the exception of the Canadian Pacific :ra.in line west of 

(jannore &nd the Grand Trunk Pacific's main line west of 

Thorntons: {\2}\e r.ountainous eeuntry begins west of these 

places). The standard tariff in force in this region was 

J^SL lower than she old tariff To. 270 by seven and one-

half per cent, the reduction taking place at the sane 

time tlie tariff wa- rsauced in '-Manitoba. 

(5) The Mountain Scale. This was in force generally 

on the Canadian Pacific's lines in British Columbia, the 

territory'- be^I ...iig in the £aet at Caninc-re, Alberta, and 

"̂ See Western Rates Case, 17 C. £.. C. 123. 
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at Crow's Eest. It also applied to the following 

subsidiaries of the Great Northern Bailway (now 

incorporated with that compnay): the Crow's Hest 

Southernj the Bedlingion and Kelson; the Ked 

Mountain; the ITelson and Port Sheppard; and the 

Vancouver, Victoria and Eastern on the pert-ion of its 

line east of Kilgard. The standard tariff in force on 

these lines was also "based on Ho. 270 of l8$4. The 

old practice of assuming mileage had been abandoned; 

and had been replaced by a tariff which was confined 

to the Mountain territory alone, and which contained 

rates higher than in ITo. 270. Jfor distances up to 220 

miles the rates in the tariff were double those to be 

found in tariff ITc. 270$ for distances over 220 miles 

and up to 7^0 miles (the limit) the rates were graduated 

on a lower and lower basis,though not in accordance with 

any fixed principle. Thus £or 750 miles the first class 

rate instead of being double the rate to be found in 

Tariff ITo. 270, was only A-6 2/3 f* higher. There had 

been no red-action corresponding to the reduction on the 

Prairie following the Manitoba Act. It will be noticed 

that this was quite a different arrangement for British 

Columbia, and generally meant higher rates than before. 

Using the assumed mileage method the Canmore-Ivevelstoke 
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section was the only part of the line (aside from the 

Crow's ITest line) yCszks&L on which rates double those of 

Tariff ''To. 270 were charged, r-he distance between these 

two places is only 195 miles, but under the Mountain 

standard tariff all distances up to 220 miles were 

subject to rates double Tariff Ho. 27O. .The Ganmore-

Kevelstoke section was, therefore, no better off 

than before, while the rest of the lines in British 

Columbia were under higher standard rates than before. 

At the same time standard rates on the Prairie were 

lower, 

(4) The Lake Scale. jhis covered two different 

sections * It applied, firstly, to the ^anadian Pacific 

steamers on Arrow, Kootenay, Slocan, Trout, and 

Okanagan x,akesf These steamers serve to connect rail 

points and are properly to be considered as part of the 

railway system. They do not act as competitors to the 

railway, ij-.he Lake scale was also in force on the 

Great Northern subsidiaries in the i'raser valley 

district, viz., the new Westminster Southern, and 

the Vancouver, Victoria and Eastern west of Kilgard, 

and on the British Columbia Electric -̂ ailway company's 

interurban lines. £he tariff in force was virtually 

the old tariff ITo, 270 of 1894. As the Prairie tariffs 

had been reduced following the Ilanitoba Act, the Lake 
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Scale, while the lowest in force in British Colui.iibia 

was not so low as the Prairie rates. 

(5) She Lake-and-rail and Inter-lake Scale. This 

applied to the short rail hauls "between the Koetenay 

jEikes, and "between the steamer landings and rail 

stations of the Canadian pacific in the West Koctenay 

and Boundary district. The rates were somewhat below 

those in the Mountain scale, but considerably higher 

than in the Lake scale. 

If we assume that the rate for a certain distance 

in tariff Ho. 270 is 100,. the changes in standard 

rates may be summarized roughly as fellows; 

LSanitoha 

Saskat chewan-Alberta 

C. P. K. Canmore-Revelstoke 

C. P. E. Eevelstoke-Yale 

C. P. K. Yale-Vancouver 

Lake Scale Territory ... 100 

So far as standard rates reflect general rate 

levels, the above will give an indication of the 

extent of the discrimination against British Columbia 

during this period. It should be noted, though, that 

The fact that each mile counted as two miles or a mile 
and a half v.-culd not mean that the rate 2cr double or ~r-~ 
one and a half times the distar.ee would be that 4m&hr^~1 (*~~L/ 

greater. This could he the case only if the tariff 
had been made on a basis of so much per mile. 

2Up to 220 miles only, of course. For 750 miles would 
he just 146 2/3. 

1894 

100 

100 

(200)1 

(150)1 

100 

1914 

35 

Qpl 

200-2 

200-2 

2 
200-

http://distar.ee
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the reductions in connection with the Crow's Hest 

Pass Agreement did not affect the standard rates. Yet 

these reductions were of great importance for they 

affected the "bulk of the traffic moving on the Prairie. 

As British Golurabia was not benefited "by these reductions 

the discrimination was in reality very much greater 

than shown "by the standard rates. 

The thltd great change in Western rates during 

this period was "brought about "by the Board's Order in 

the Eegina Board of Trade Case in 1912. This case, 

however, was not concerned with standard rates or the 

general rate levels at all, hut dealt with the 

distributive rate problem. Up to this time rates from 

Fort William or Port Arthur to Winnipeg and the rates 

out of Winnipeg to Prairie points had together been less 

than the rates from the head of the lakes direct to 

places on the Prairie. The result was that Winnipeg 

was the distributing centre for the whole of the Prairie 

country, shipments going there to be broken up into 

srfiall lots and then sent fcn to the various points 

throughout the West. The Board of Trade of Eegina led 

the attack on this system, and claimed that K̂ egina 

should receive the same opportunity to become a 

big distributing centre as Winnipeg. The argument v/as 

that Eegina was more suitable as a distributing centre 

for Saskatchewan than Winnipeg, and that it should be 
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allowed to "become the distributing centre for the 

territory naturally tributary to it. The Bsa£& 

Hallway Board gave a decision favourable to Regina's 

claim, and ordered a redaction in fourth class rates 

into Eegina the other classes to he reduced accordingly. 

This decision was of importance not only to Regina 

but to other Prairie centres such as Saskatoon, 

Edmonton, and Calgary. This case cav.sed a change in 

the whole plan of distribution in the West, and though 

it did not change the general rate level, it was of 

the utmost importance to the larger centres west of 

Winnipeg which could act as distributing points. 

British Columbia did not accept the rate 

situation dufcing this period without making serious 

protests, hut as nothing of importance was gained 

the rate structure was not affected. In 19C9 the 

government of the province complained to the Railway 

Board of the high rates in force in British Columbia, 

and asked the Board for a general reduction in tolls 

both freight and passenger. As the case was largely 

argued.by the orovince.that the reduction should 

be made because of contractual rights — little stress 

being placed on the actual need for a reduction — 
— T , . 

""At torney-genera l fo r B. C. v the C. P . Ry. Co. , 
o C. R» C» 7i4-6. 
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and as the Board could find no evidence to show that 

any contract existed, the case was dismissed. 

In 1908 Vancouver complained to the Board that 

the city was "being discriminated against as a distributing 
1 

centre. It was shown that Winnipeg in many cases 

could actually make shipments to interior British 

Columbia points with lower freight cliarges than Vancouver 

could. The latter city thought it ought to "be 

allowed fio distribute at least as far eastward as 

Calgary and llacleod. Against this contention, the 

Canadian pacific argued that the rate-basing point 

for the West was not Winnipeg but Port William and 

Port Arthur. The rates from Winnipeg westward were 

but the balance of the through rates, by which all 

the West was governed, I'hese rates were controlled 

by the competition of the American railroads and the 

ocean competition at Vancouver. Bates westward had to 

be low, ' and it would be impossible to lower rates in 

the other direction. So far as the Prairie went, the 

heavy traffic — the grain traffic — moved eastward 

and it was necessary to put in low rates in the opposite 

direction to encourage traffic and balance the movement. 

The railway also pointed out the difficulties en­

countered in *3t» operation in the mountains,, and the 

-'-Vancouver Interior Rates Case, 7 c* ?-• c» 125. 



- 81 -

general scarcity of population and traffic in British 

Columbia. As things then existed one-third of the cars 

going westward into Vancouver were empty, and if 

traffic were encouraged any more in the opposite 

direction, it would simply result in disaster to the 

railway. And even if Winnipeg did lose the business 

the Canadian Pacific declared,it would be impossible for 

•yancouver to retain it. United States' railways would 

soon grab it all. Winnipeg, in defending itself as 

a distributing centre, claimed that, while Vancouver 

was certainly nearer to Calgary than Winnipeg so far as 

actual mileage went, the heavy expenses which had to be 

met in the mountains resulted in it being cheaper to 

operate between Winnipeg and Calgary than between 

Vancouver and Calgary.. Winnipeg, therefore, was really 

the natural distributing centre and not Vancouver. Also 

the trend of freight was eastward and it was necessary to 

balance this as far as possible, "he rates from 

•Vancouver, eastward were local and non~competitive, and 

these local rates were actually lower than corresponding 

rates in the United States. The rates fror: Winnipeg 

westward were competitive and part of a larger rate 

structure. In the interests of the railway it was 

better for it to have the long haul from Winnipeg than 
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the short one from Vancouver as the railway got nothing 

from the water haul to that city. Winnipeg also 

claimed that the Vancouver demands were supported only 

by the traders and jobbers of that city and not by the 

people at la,rge. Vancouver replied that where the 

goods for distribution originally came from did not 

matter. The question was whether oY 110$ the Winnipeg-

Calgary rate was too low «9NMfe» If Vancouver has 

the natural advantage as fcfce distributing centre, the 

Hoard had no right to allow Winnipeg artificially low 

rates to equalize advantages. If Winnipeg could not 

compete without assistance, it should simply 

surrender the business. The Commissioners were 

divided in their opinions, but the majority verdict was 

against Vancouver. The Board seemed to feel that to 

alter existing conditions would result in chao^js*^ 

*fmt&&mtp&*s and would probably lead to disastrous 

results. But it granted relief to Vancouver for the 

commodities ^enumerated in the Crow's Best Pass 

Agreement, as it felt that this was a case of Winnipeg 

gaining an artificial advantage. This SS±XK3±2T did not 

in reality help Vancouver to any great extent as most 

of the articles named carae from the East. The minority 

judgement criticized the general rate structure, 

and thought that British Columbia had not been dealt 

with fairly in not receiving rate reductions similar 

to those gained by the Prairie after the Manitoba 



Agreement. It recommended that standard rates in 

British Columbia should "be fixed at one and a half 

$imes those on the Prairie. rhe decision had gone 

against Vancouver; but ±a±s the matter was afterwards 

given further consideration the Board this time ordering 

• Vie railway to raise the rates from Winnipeg so as to 

keep the jobbers of that city out of the Eootenay 

country. Winnipeg at once protested but their case was 
1 

dismissed. The result was that ,^ncouver got a 

strong hold in British Columbia territory, though not 

beyond the mountains. In the distribution of a number 

of commodities Vancouver did not compete with Winnipeg, 

so that that city remained in control of the field to 

this extent. 

2jixx)t£K Bown to the Western Bates Case of 
ship 

1910-14, the relation/s&tween Eastern and Western gates 

had scarcely received any official attention. So far 

we have examined only the internal rate structure in 

the West, and have noted the relationship between rates 

in British Columbia and on the Prairie. 3"'or the period 

from 1914 to the present day, we shall note the tendency 

of rates in British Columbia to become equal to those 

on the Prairie, and also the tendency of Eastern and 

Western rates to become more equal. 

xWinr«roeg Jobbers Assoc, v C. P. Ry. Co., 
$ r B c 173 



Chapter VI 

THE WESTEKH BATES CASS 

She Canadian pacific's policy of charging different 

rates in different parts of the country had "been the 

cause of increasing dissatisfaction, TU? sides the specie! 

complaints of British Columbia, Western Canada v/as 

"beginning to question more and more the necessity of 

charging unequal rates as "between, the East and the. West, 

As a result of this discontent, the Dominion government 

in I^IO ordered the Railway Board to Make a general 

inquiry into the whole situation. This became known'as 
1 

the Western gates Case." The hearings lasted four years, 

Chief Commissioner Sir Henry Drayton delivering the 

judgement of the Board on April 6, 1014. This case is 

one of the most important in the history of Canadian 

transportation. For the first time a thorough examination. 

of the rate structure in Canada as a whole v/as made, 

and the difficulties i?> the situation were brought out in 

their full significance. 

Ihe specific complaints n2fl.de agains-l 

were e.s follows: 

(1) The rates on the Prairies were higher than in 

T— "****"" ' """*" 
See 17 C. K. C. 123j the Annual Eeports of the Board of 

Bailway Commissioners; and The Record of Proceedings, 
Western Bates Case. 
Often the Canadian Pacific is spoken of as being the 
only railway against which complr.inte were made in the 
West. It is often this railway alone which is attacked, 
rui© other two trans continentals were too weak financially 
to attempt to interfere with the rate structure as set up 
by the Canadian Pacific. That railway set the rates for 
the West, and. the others followed. 

ie railways' 

http://n2fl.de
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Ontario and Quebec. 

(2) ffhe Canadian Pacific waB discriminating; 

(a) In the tolls from Vancouver to Prairie 

points, as against tolls from Eastern 

Canada to the same places. 

(b) In the tolls on wheat and oats from 

ATberta to the Pacific Coast, as against 

the tolls from that province to Lake 

Superior• 

(c) In passenger tolls in British Columbia as 

against the rest of Canada. 

It will "be seen that the case dealt with the very same 

problems which are being discussed at the present tice. 

She Beard found that it was undoubtedly true that 

Vest e m rate* were very much higher .th&n those in the 

East, and also that the ganadian Pacific's earnings in 

the West were greater than in the Last. It was shown that 

the Canadian Pacifio on invading the East had adopted 

the rates already in existence there on the other railways, 

and apparently the Canadian Pacifio never affected Eastern 

rates at all. In the International Kates Case of l^G? 

(v.hich investigated the general rate structure in the Eaŝ :) 

it had been shown that rates in Eastern ganada were 

determined very largely by the competition of the water-
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carriers on the Great Lakes and of the -United States' 

railways. As stated in the judgement, "There can "be 

no doubt at all as to the efficiency of the waterways 

spread through Eastern Canada, from its easterly coast 

and terminating with the western limit of the most 

westerly division of the East — port Arthur and Port 

William." The water competition might be potential 

as well as actual. ITor did the closed season to 

navigation permit the railways to raise their rates. If 

the;'- did so very little traffic would move during the 

winte^r and the movement during the summer months would 

he heavy with great quantities of goods held in storage, 

ihe water competition was effective everywhere throughout 

the East, even places not actually on the water routes 

not "being "beyond their influence. Mid as Eastern Canada 

was so closely connected with the United States in a 

railway sense, the rates had to be kept on the same level. 

If rates in canada were too high, Canadian exports would 

go "by American ports, and none of the large American 

traffic from the JUddle west would cross through south­

western Ontario. In short, rates in Eastern Canada 

were rather too low to "be profitable to the railways, 

but nevertheless they were dictated by factors over 

1 P. 159-
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which the railways had no control, Kates in Eastern 

Canada could not be raised any higher because it would 

simply mean that the railways would lose the business. 

It followed, therefore, that if equality was to be 

brought about it could only be done by lowering Western 

rates to the Eastern level. This, said the railways, 

was quite impossible. It could mean only the bankruptcy 

of the railways. Western panada was the on-'-y section of 

the country where the railways were free to determine 

the rates themselves, and as the western rates were the 

only -variables in the whole rate structure they had to 

be adjusted with respect to existing Eastern rates, EO 

that the railway systems as a whole could successfully I 

operate. This was the key Ks&e to the whole problem* 

L'orecver, asked the railways, how did low Eastern 

rates hurt Western Canada? Suppose equ.a3.ity to be 

brought about by raising Eastern rates, Eastern Canada 

would suffer, the railways would suffer, and the West 

would not be the least bit better off. In fact, conditions 

there would be much worse, for the rarest derived 

considerable benefit from low Eastern rates — in the 

case of grain, for example. The West was generally 

held to be taking a dog in the manger attitude, and / 

trying to prevent the East from enjoying what it was 
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impossible to have in the West. the oonolusion 

ieaohed by the Railway Board was that while equality of 

rates was desirable ard ought to- be brought about as 

eoom as practicable, for the time being it would be 

impossible to equalize the rates. Equalization would 

be disastrous to the railways and would probably huxt 

Canadian industry as a whole. -The Board in turning 

down the westfs application for -equal rates, at the 

same time strongly emphasized the general desirability 

of equalized rates, Xk±a To bring Western and Eastern 

as near equality as possible must be Canada's policy in 

the future* Hope was helATJbhat the present, conditions 

would not be permanent, and that the growth of the veet 

would reke lower rates possible there. 

i But if the "Hoard did r.ot lower the rates of the 

Vest as a whole, it did alter the internal rats 

structure within that part of the country. It declared 

that climatic and operating conditions 1& gaakatohewa:. 

and Mberta were substantially the same as in ll&nitoba, 

and tbat it was unreasonable to aharge higher rates la 

the former two provinces. The Board had •previo-isly 

recognised this fact in the RSgina Board of Trade csmc. 

row it ordered that a new standard tariff,to be known 

as the Prairie Standard Tariff, was to replace the old 
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Saskatchewan and Manitoba tariffs. The r.evr Prairie 

tariff was to be similar to the old 7'ar.itoba tariff, 

vitk the exception that it was necessary to include 

larger mileages — that is, the Prairie tariff 

covered distances up to 2,100 miles, while the old 

Jfenitoba tariff had extended over only 1,5CC miles* 

«he Beard also ordered that this tariff have an 

initial five mile group instead of ten aa before. 

Che Prairie tariff was to extend from Port Arthur on 

the cast, to the commencement of the mountains on the 

west, viz., Canmore and Crow18 KeBt on the Canadian 

Pacific, Tollerton on the Canadian Rortkern, and 

-hornton on the Grand Trunk Paoif io. Henceforth, the 

whole of the Prairie Viet enjoyed the same, rates and 

there wore no diecriminations against different sections 

of the Prairie. 

British Columbia benefited greatly as a result of 
• J.- <. M *~*SS j 

the T/estern R«tes Case, though getting by no means all 

it eeked for* In connection with the British Columbia 

situation, the railways pointed out the heavy costs of 

operation through the mountains and maintained that 

higher ratee were neoessary to meet these excessive 

costs, British Columbia did not attempv to deny that 

it WAS more expensive to operate within that pro vines, 
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"but thought that the higher operating o.osts should be 

borne by the country aa a whole and not by the province 
as 

alone. The Eoard's finding was that/places which 

enjoyed geographical advantages received more favourable 

rates, Motions of the country labouring under 

geographical disadvantages KHXt could not be relieved 

from unfavourable rates. The geographical disadvantages 

:nuet apply as well as the advantages. The cities on 

the Pacific Ooast, as Vancouver, gained considerably 

in the way of lower rates because of water oos^etitleiU 

If tdrsntages and disadvantages were equalized by a 

total disregard for geography, these coast cities 

would suffer greatly* Nevertheless, while holding 

out to British Columbia.no hope of equality, the 

Board thought that the discrimination against that 

province was more than was necessary. To better the 

situation the railways were ordered to discard the 

three old standard tariffs In force within the British 

Columbia, and to eatwYTtsh replace these with two new ' 

ones to be known as the Pacif ie Standard Jar iff and this 

T 
British Columbia j,akes standard fariff. The latter was 

to apply to water transport only, and not then if a rail 

haul should intervene. This tariff was in farce on 

the Arrow, Slocan, Kootenay, Trout and Okariagan juices, 

http://Columbia.no
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and on the Columhia River, rater, in Septembert 1916, 

Trout Lake was dropped from the list TOCA«$*4Pthe stopping 

of sendee on that lake. These rates do not include 

marine insurance, and it might be noted that heavy and 

"bulky articles moving under standard tariffs are 

accepted only *rder special contract * The British 

Columbia Lakes Standard ^ariff is on the sane "basis as 

the Prairie Standard ^ariff, "but covers only 1J0 miles. 

The new Pacifio Standard Tariff r<aa distinctly 

"better than the old llountain tariff, "but was also built 

up on the theory that its rates should be higher than 

Prairie rates because of higher costs of constructicr. 

and operation. The Prairie Standard was however, to 

"be the basis for the construction of the Pacifio tariff. 

In the Pacific tariff the rates were to "be simply the 

came as those on the Prairie for a distance fifty per 

cent greater. This did not mean that British Columbia 

rates were fifty per cent higher than Prairie rates, but 

simply meant that the rate forx a distance, say, of a 

100 miles in British Columbia was equal to the rats fox 

150 miles on the Prairie. As rates for longer distances 

were always less per mile than for shorter distances, 

the 150 mile rate on the Prairie was something less than 

fifty per cent greater than the 100 mile rate. 

II n g j j r i - - * — : * * - f r ^ * — -
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So far as the passenger tolls went, the Board 

did not think any action was desirable. It was shown 

what the 8tandard passenger fare east of Calgary was 

3£ per mile and west of that city, 4/ per mile. Before 

1901 the fare had "been 5# per mile) (maximum, of course). 

She statistics available were unsatisfactory, but they 

seeted to indicate that per nile of line it cost about 

22^ fcUVj^ ijo operate in British Columbia than in the 

oountry as a whole, and about 3O/0 more than to operate 

on the Prairie. CAmJSon the expense* per train mile 

British Columbia showed expenditures higher by 54̂ 3 

and 47> respectively. Maintenance of '̂ay and Structure, 

in British Columbia came to about twioe the amount that 

it did on the prairie, Maintenance of Equipment was only 

slightly higher, but r-ransportation expenses were 
-d w.v. 

about 3 ^ • 'ther. In view of these things the Board 

•'•«. 

thought no reduction in fares was warranted. 80 far as 

the Lakes ristrict fares were concerned, the Board 

found travel there so light that the service was carried 

on at a loss rather than gain. On Okanagon Lake in IS13 

tile Canadian Pacific earned a revenue of $1,468,741, but 

the expenses totalled $1,667,171. Taking this fact into 
it a •*'•*#« 

eonsideration, the Board thought no reduotion justified 

even in this district. Seductions in the tolls on the 

inland lakes of British Columbia are in themselves not of 
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f f very much importance, because of the fact that the 

movement over these lakes is to a large extent only a part 

of, n longer movement• 

The reduction of grain rates from Alberta to the 

Pacific Coast did not receive very muoh attention. At 

that time the Panama Canal had not yet been opened and 

•yonoouver was not regarded seriously as a possible grain 

exporting city. With regard to the movement from 

-Vancouver to the Prairie, the Board oontinv.ed to take 

much the same attitude ae in the Vancouver Interior 

âttis Case. The high oosts of mountain operation more 

than offset the advantage to Vancouver of being closer 

to the Alberta market than Winnipeg and Eastern Canada. 

And taking into consideration all the elements entering 

into the situation the Board saw no reason for radically 

altering the rate structure in this respect. 

In connection with the Western Bates Case there 

vas an Interesting attempt to work out an entirely new 

rate structure based on the average (as opposed to specific) 

cost of service. This scheme.was worked out by Ii§c» Tfflller, 

a Chicago railway man. The whole plan was a most complicated 

one, and its adoption might have resulted in somewhat 

chaotic conditions. It would have been a very interesting 

experiment in cost-of-service rate theories, but would 

have been an expensiveJ^^The "Board rejeoted the cost of 

service basis as impossible in the determination of rates. 

But was not a theory of this sort at the bottom of the 

yfl+.M in" British Columbia? •Jiit*--*^ -iCL*?**̂ ,- .. 



Chapter VII 

THE RATE STRUCTURE DURING THE GREAT WAR. 

The Western gates Case had held out to the West no hope of 

••rate equalization in the near future. At "best there was 

A promise given that the Railway Board would do its best 

to improve the situation at every possible opportunity. 

But it seemed as if the West would have to wait a long 

time — until it had a population sufficiently large to 

furnish a volume of traffis that would make rate 

reduction profitable to the railways. 

Pour months after Sir Henry Drayton had handed 

down the Judgement the Great War "began. This was to 

entirely alter the whole situation. Two taaumgssx£a&± 

transcontinental railways were completely "bankrupted, 

and generally distressing transportation problems were 

created. The war also greatly affected the rate 

situation. Prices and wages were rising rapidlyt and 

to meet these higher costs of operation it was necessary 

to raise the tolls if the railways were to "be enabled 

to cirry on. Jks We thus find rates throughout the whole 

country being increased from time to time. But Eastern 

rates were raised to a greater extent than' weaternj-̂ Pffe 

so that in this manner the spread in rates was lessened. 

The railways made their first application for a 

general rate increase in 1916 following the general losses 

inourred during 1915, — one of the worst years the railways 



- 95 -

had ever experienced. The hearing "before the Railway 

Board which followed is known as the Eastern Rates Case. 

.As implied by the name, the rate increases were made only 

in Eastern Canada. The Board went fully into the earnings 

and accounts of the railways, and decided that it was 

necessary to grant a rate increase. Each rate was examined 

separately, and increases of different amounts were 

allowed. The increase came to be spoken of as a five per 

cent one, but there is no apparent reason for referring to 

it in this way., i>here was no general five per cent increase, 

and it would be difficult to show that that amount Rep­

resented either the average ofcfkCypi cal increase. Besides 

examining the railways' accounts for the purpose of 

determining whether increased rates were justified or not, 

the Board also looked into the general question of the rate 

levels East and West once more. The Conclusions reached 

were much the same as before, the judgement stating: "I 

am aware that an absolute parity is iiirpracticable, but as 

conditions become similar reasonable parity ought to be 

obtained."2 In the present instance the Board did not 

think that Western rates ought to be increased. The \ 

Eastern Sates Case was thus a distinct gain to V/estern \ 

Canada so far as equalization was concerned. Eastern . 

rates had been raised a certain amount, while Western I 

1 22 C. R. C. 4 2 VI -T. 0. E. R. 154. 
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rates remained stationary. 

The following year (1917) the Railway Board heard 

another application for a general increase in railway 

tolls. The increase granted "by the decision in the Eastern 

Rates Case had not "been sufficiently large, and the 

railways now asked for a general increase of fifteen per 

cent on all the freight rates and passenger fares throughout 

the country. They wished increased rates in Western Canada 

as well as in the East. This case is known as the Fifteen 

Per C^nt Case. The case naturally involved another 

inquiry into the general rate structure of the country. It 

also "brought up the problem of the old Crow's Hest Pass 

Agreement. It was soon seen that an increase of fifteen 

per cent in the rates in Western Canada would mean a 

violation of this Agreement. Jphe following are the 

maximum rates possible under the Agreement on some typical 

commodities, together with the actual rates in 1916, and 

with the proposed fifteen per cent increase:-

APPLES (from Eastern Canada) 

To Under Agreement Actual Rate l$fi Increase 

Winnipeg 55 53 61 

Regina 83 83 95i 

1 22 C. R. C. 49. 2 ibid p.58-9-



To 

Medicine Hat 

Lethbridge 

Edmonton 

llacleod 
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Kates on Apples (Continued) 

Under Agreement Actual Rate Vjf* Increase 

97 

100 

I23i 

114i 

96 

100 

104 

104 

110-1-

115 

H9i 

H 9 i 

To 

Winnipeg 

Brandon 

Hegina 

Swift Current 

ICedicine Hat 

Calgary 

Lethbridge 

Saskatoon 

Edmonton 

BAKErrcr.T.-WT) COAL OIL (from Port William) 

Under Agreement Actual pvate 15,'" Increase 

4-5i 

53 

71 

79 

88 

96 

92 

93 

120 

33 

49 

65 

76 

84 

95 

90 

74 

95 

39 

56 

73 

l09i 

I03i-

85 

I09i 

Swift Current 

AGRICULTURAL E.TMS35HTS (from Toronto) 

Actual Rate 15^ Increase 

63 72i 

73 84 

87 100 

106i 96 110^ 

To 

Winnipeg 

Brandon 

Regina 

Under Agreement 

68* 

80 

97 
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Kates on Agricultural Implements (continued) 

To Under Agreement Actual ^ate Vjfo Increase 

•Calgary 125£ 116 \*fi% 

Lethbridge 121 110 126 i 

Saskatoon 116i 95 10?t 

Edmonton 148 116 13 H 

It will he noticed that only in the cases of the rates 

to Saskatoon and Edmonton would fifteen per cent increases 

he possible without violating the Agreement, ^hese two 

places are not on the main line of the Qana,<\ia.n pacific, and 

at the time the Agreement was made suffered greatly 

through being charged much higher rates than the corresponding 

points on the main line (Regina and Calgary) • The rjer cent 

reductions brought about by the Agreement, consequently left 

these places with much higher maximum rates. Later, as 

the northern Prairie region developed and the Canadian 

northern and Gx*and Trunk Pacific both ran their main lines 

tkrough Saskatoon and Edmonton, reductions in the rates to 

these places followed, While it would be possible to raise 

the rates to these places without violating the Agreement, 

the Soard very properly considered that this wou.1 & be'a 

case of vex'y unjust discrimination. 

As it was certain that a fifteen per cent increase in 



the rates on any of the commodities designated in the 

Crow's ITest Pass Agreement would he impossible without 

- violating the terms of that Agreement, the question came 

up of whether or not the Railway Board had any authority 

to override the Agreement. Section J of the Railway Act 

expressly stated that wherever the provisions of any 

special act conflicted with the Railway Act, the former 

must override the latter. The Crow's 'Test Pass Agreement 

undoubtedly was to be classed as a special act, and so the 

Board, must be bound by its provisions. But the Agreement 

could not be held binding on any line of the Canadian 

Pacific not in existence in 1897, n o r could it bind either 

the Canadian northern or the Grand Trunk Pacific at all. 

nevertheless, the Board felt that the Agreement must be 

held to cover the whole of the Prairie West and rates kept 

within the maxima provided, even though it was legally 

possible to raise the rates to many places. 

But the Board did not feel itself bound by the terms 

of the Canadian Northern-Manitoba Agreement. A provincial 

act could not be termed a special act in the S&KXK same 

sense as the Crow's ITest Act, and could not be held to 

limit the powers of the Board in any way. The Canadian 

Northern Railway, though its component parts were provincial 

corporations, nevertheless was a Dominion railway as it 

HdctlLh. .:..,«>•:. 
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was for the general advantage of Canada, The Board of 

Railway Commissioners had, therefore, full control 

(within the limits of the Railway Act) over this 

railway, and no agreement with a provincial government 

could lessen that control. 

Eandicapcd by the Crow's ITest Pass Agreement, the 

Railway Board was unable to grant a general increase of 

fifteen per cent, although it felt that such was 

desirable. The fifteen per cent increase was allowed in 

pastern Canada, and a similar amount on the Prairies but 

subject, of course, to the Crow's ITest pass Agreement. 

This meant that the rate increases in the latter territory 

averaged about ten per cent. The spread in rates between 

Eastern and western Canada was therefore lessened about 

another five per cent. In view of the fact that British 

Columbia already paid higher rates than the rest of the 

country and was not protected by the Crow's ITest Agreement,; 

the Board, continuing its policy of K^xiH«saa;x±KS promoting! 

equalization in rates as far as possible, increased the \ 

Pacific Tariff by only ten per cent. As the Prairie Standard 

Tariff had been increased fifteen per cent, British 

Columbia made a definite gain, though the average rate 

increases on the Prairie of all kinds of tariffs were no 

greater than in British Columbia, The British Columbia 
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Lakes Tariff was increased "by fifteen per cent, thus 

remaining the same as the Prairie Tariff. Increases were 

allowed in passenger fares everywhere "but in British 

Columbia — another distinct gain for that province. 

Grain and lumber rates received special treatment. 

The former comprised about half the total tonnage moving 

on the Prairie, and while a fifteen per cent increase 

was possible in most oases without violating the Crow'3 

Hest Pass Agreement, the Board thought it would be unwise 

to raise the rates on this commodity sonlerapfcaxsacfaridbttg to 

wax that extent because of the existing war-time conditions-

Consequently a maximum increase of two cents per hundred 

pounds was all that was permitted. 

The rate structure on lumber from British Columbia 

was somewhat complicated. In the case of this commodity • 

the spread between the different rates is of much more 

importance tlian the absolute amount of the rates themselves. 

A straight percentage increase of all lumber rates would 

accentuate this spread and would be undesirable* At the 

same time a general flat rate increase would hurt the short 

hauls. An increase of 3/zf on a rate of 46/* is an increase of 

only 6-̂ ?, while on a rate of 30 it is a 60^ increase. The 

whole problem was a highly technical one, and to preserve 

the existing relationship between the various mills it was 



- 102 -

necessary to examine each rate separately and work out a 

graduated scale of increases, A rir. Hardwell submitted a 

report tto the Board on the subject, and this was adopted. 

To points In Alberta and on the ganadian Pacific as far 

east as Hortlaoh, Saskatchewan, an increase of three 

cents per hundred pounds was granted; to other Saskatchewan 

points, an increase of four cents; and to Manitoba and 

Ontario points as far east as Port Arthur, an increase of 

five cents. To a great many places this meant an increase 

of fifteen per cent, but to a number of others it meant an 

increase of either more or less than that amount• To 

Winnipeg it meant U l I S M M rates from the interior of 

British Columbia of 38/tf instead of 33£, or an increase of 

15/£; but from the Pacific coast points the rates were 

increased from 40 to 45JZT, or 12#£. To Eastern Canada, the 

differential on the rats to that area over the Port Arthur 

rate was increased ten per cent. This meant a rate of 67/ 

to Toronto from interior mills instead of 60p'f and 74£ 

from Pacific coast mills in place of 67^. The rates to 

Montreal are similar* 

The fifteen per Cent Case had increased nearly all 

the rates in the country. Yet the railways found their 

incomes insufficient. The Canadian Pacific surplus was 

growing smaller each year, while the Canadian ITorthern and 
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the Grand Trunk Pacific had found it imposeible to carry 

on any longer and were now being opex'ated by the government. 

It was ••timated that the rates would have to be increased 

by approximately twenty-five per cent if the railways were 

to meet the rapidly increasing costs of operation. At the 

same tine the United States government had taken over the 

operation of allthe railways in that country, and had 

granted large increases in the wages of the railway employees 

— putting in force the so-called McAdoo wage scale* vftftUliq, 

the inter-locking of the railway unions in Canada and the 

Jnited States, increased wages in the United States automatically 

<<ade higher wages necessary hsse. These were granted in 

July, 1918. Increased rates were now absolutely necessary, 

but this was impossible if the Crow's ITest Pass Agreement 

was to eontinuo in full force. To meet the situation the 

Dominion government, under the authority of the War 

Measures Act, revised the Eailway Act in 1919 a n d provided 

that the Crow's ITest Pass Act be suspended for three years, 

that is, to July 6, 1922. But previous to the suspension 

of the Crow's ITest pass Agreement, the railways had been 

granted a twenty-five per cent rate increase. This is known 

as the rjtwenty-five Per C*nt Case, but the increase was not 

granted by the "Board Of Hallway Commissioner* but by Order-

in-Councll of the government." This Orde* removed the inoreasee 

1 Sec. 325, sub-seo. 5. 20rder P. C. 1863, (1918). 



- 104 -

granted in the fifteen Per Cent Case, except where 

similar increases had "been made in contiguous United 

States territory (that is, the "East), and then granted 

increase* of approximately twenty-five per cent all over 

the country* In other words, rates were raised in 

Sast#m Canada "by twentjB*five per cent orer tee rates as 

they stood following the fifteen Per Cent Case, or 

roughly forty per cent over what they were previous to 

the increases granted under that case. Put in the West, 

on the other hand, the average ten per eent increase 

which had heen granted in 1917 was removed, and then 

an increase of twenty-five per cent allowed; or a 

total increase of only twenty-five per cent was made. 

Since the out "break of the war, Eastern rates had "been 

increased ahout forty-five per cents, while Western 

rates had "been increased only twen$y-five per cent. This, 
"brought 

of course, /JOE** the rates in the two seotions much 

nearer to an equality. The Order-ln-Coufccil providing 

the twenty-five per cent increase was to remain In force 

for the duration of the. war and until further orders were 

given* The Poard of Kailway Commissioners was to report 

monthly on the effect of the new rates. 
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At this point it will he convenient to stop and 

compare the vai'ious standard raiffs with each other. The 

following are the standard tariff rates for 100-mile 

distances (1) prior to the Fifteen Per Cent Case, 

(2) under the Eifteen Per Cent Case, and (J) following 

the Twenty-five per cent increase:-'1' 

I. Standard Rates for 100-mile distances prior to the 

fifteen per cent increase of 1917* 

Class 1 2 J 

27 

32 

31 

31 

49 

II. Standard rates for 100-mile distances under the 

increases of the Fifteen Per Ĉ nt Case, 1917-18. 

Eastern "A" 

Eastern "B" 

Prairie 

B, C. Lake8 

Pacific 

36 

48 

46 

46 

60 

32 

40 

38 

38 

50 

4 

23 

24 

23 

23 

30 

5 

18 

19 

21 

21 

25 

6 

16 

17 

16 

18 

21 

7 

13 

13 

14 

14 

16 

8 

14 

12 

15 

15 

18 

Q 

13 

13 

17 

17 

21 

10 

11 

X X 

12 

12 

14 

Class 

Eastern "A" 

Eastern "B" 

Prairie 

B. C. Lakes 

Pacific 

411 37 31 26i 20-? 

55 46 37 27i 22 

53 431 35l 26£ 24 

53 43£ 351 26i 24 

66 55 44 33 28-̂  

6 

18* 

191 

201 

201 

23 

7 

15 

15 

16 

16 

171 

8 

16 

14 

171 

171 

20 

9 

15 

15 

191 

191 

23 

10 

121 

121 

14 

14 

151 

East of Port Arthur there were two standard rate 
territories, via., Eastern "A" and Eastern "B", The 
former originally included all Canada as far west as 
ITorth Bay as well as all southern Ontario, Later this 
territory was moved West so as to include Sudbury, -which 
was the way it stood at this t ime , aHiix2c23ESJxa±x̂ 3CK Eastern "B" 
is the traffic "bridge" r-orth of Bake Superior and is 
unimportant. 
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III. Standard rates for 100-mile distances following the 

twenty-five per cent increase of 1918. 

Glass 

Eastern "A" 

Eastern "B" 

PrairJ* 

B. C. Lakes 

Pacifie 

1 2 

ft 46* 

69 57* 

57* *7* 

57* 47* 

75 62* 

3 

39 

46* 

59 

39 

50 

A 

33 

34* 

99 

29 

37* 

5 

25* 

27* 

26* 

26* 

32* 

6 

23 

24* 

22* 

22* 

26* 

7 

19 

19 

17* 

17* 

20 

8 

20 

17* 

19 

19 

22* 

9 

19 

19 

21* 

21* 

26* 

10 

15* 

15* 

15 

15 

17* 

These comparisons will serve to show to what extent the cause 

of equalization was furthered "by the rate increases due to 

the war. Eastern "B" territory is but-the traffie "bridge" 

north of Lake Superior, which originates but little 

traffic,and mâ  consequently be left out- of our comparisons* 

The British Columbia T»ake8 tariff eovers a comparatively 

small territory, and is moreover exactly the same as the 

Prairie tariff for the distances which it covers. Eastern "A" 

represents practically all the settled portions of Eastern 

Canada, the Prairie tariff covers the Prairie country, 

and the Pacifie tariff is used for practically all British 

Columbia. 

It will be notired that following the twenty-five 

per cent increase, onjfcr in the first class rates were the 

Prairie rates very much higher than Eastern, rates. The 

Prairie first class rate was 57*£ and the Eastern "A" 
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rate 52/f a difference of 5^r, or the former was only 

about 10^£ higher. In eight of the other nine classes 

the greatest difference was just 2%#t this being the 

ninth class which includes only cattle. But in the fourth 

class we actually find the Prairie rate ty lower. Before 

the fifteen per cent increase it will he seen that the 

spread in first class rates was 10^, or a difference of 

l8j». Only in the fourth class were Prairie rates ae low 

as Eastern "A" rates. Apparently then the war had "brought 

about practical equality between -astern, and Western rates. 

The figures taken alone, however, are apt to be somewhat 

misleading. Of all these rates the first class are the 

most-" important, for they include the best grade goods and 

those whleh are least likely to move on commodity rates. And 

it is in the first class that the greatest spread in rates 

remained. Also, It must be remembered that these are 

only standard rates, and for comparisons between the East 

and the West they do not so accurately reflect the general 

levels of rates as they do for comparisons between the Prairie 

and British Columbia. Lastly, the average Western haul is 

much longer than in the East. Rates for equal distanoes 

may be the same, hut the Western shipper generally pays for 

longer hauls and is therefore more concerned with the rates 

^itw*^j*c*^. Nevertheless, it must be admitted that so 

far as standard ratee go the two rate levels are not 
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decidedly different. 

jhe differences "between fte Prairie and Pacific rates 

are a great deal more pronounced. Tn this case too the 

standard differences ;»iore accurately reflect the real 

differencesj for British Columbia rates were made higher 

thah Prairie rates because of alleged higher coats of operation, 

and special and competitive rates were also made higher for 

exactly the same reason. As between Eastern and western 

Canada the rate differences were due principally to water 

competition. This competition is felt almost entirely in 

the ease of low-grade commodities only. The better class 

goods naturally travel by rail because of the speedier and 

better service which the railways can give Thus it is 

possible to have an equal, ity between Eastern and western class 

rates, though the rates as a whole are unequal. Eut 

commodity rates in T3ritish Columbia are made higher than 

prairie rates for the same reasons that class rates are. 

For the whole ten classes Pacific standard rates were 

high**. In the first class rates for. a 100 miles there wae 

a difference of 17|^ or about 30-Ĵ f second class rates 

differed by 15// or 31-&£, thttd clasB by 13*?, fourth class 

"by 8iP', a n d 8<> on. Evidently British* Columbia had a much 

greater cause to complain, for though the situation had beer, 

greatly improved the differences in the two sets of rates 

were too marked to be satisfactory. 



Chapter VIII 

THE RATE STRUCTURE SIHCE THE GREAT WAS 

The conclusion of the war did not put an end to increasing 

costs, and in 1920 we find the railways asking for 

still greater increases. These the Railway T5oard 

granted. Eastern rates were increased "by about forty 

per cent, Western rates "by thirty-five per ce^t, 

passenger fares "both East and Vest by twenty per cent, 

sleeping car tolls "by fifty per cent, and excess 

"baggage charges "by twenty per sent. Commenting on the 

general rate situation as between the Fast arid the w"est, 

the judgement contained the following:- "It is also 

well to bear in niind that the factors whieV first led to 

the establishment of these differing rates, niuaely 

water competition and that offered "by the railway lines 

of the Eastern United States, have been for some years in 

an abnormal and unsettled condition and that their future 

influence on the rates in Eastern canada *8 a n entirely 

unknowable and unguessahle quantity. • • • . It should 

not "be forgotten, however, that the disparity in favor of 

the East for reasons well known and fully inderstood, 

26 C. R. C. 303. This judgement was appealed to the 
privy Council, out this body returned a decision 
supporting the Railway Board. 
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lias long teen recognized as an established, and until 

very recently, accepted condition." 

The 1920 increases heed favoured the west, hut 

they did not remain in full force for very long. On 

January 1, 1921, Western rates were reduced to 

thirty per cent over what they had "been prior to the 

1920 "Increases, Eastern rates were similarly reduced 

from forty per cert to thirty-five per cent, and 

the passenger fares from twenty to ten per cent. On 

July 1 of the same year, the passenger fares were 

put "back t1> the same level xkKxxkxxxlc at which they had 

"been "before the 1920 increase. On December 1 both 

Western and Eastern freights were a*j(rin reduced £4rw 5^ 

per cent, remaining at twenty and twenty-five per 

cent respectively above their pre-1920 level. 

In 1922 the three year suspension of the Crow's 

"est Pass Agreement was to come to an end. Before it 

had time to do so however, a parliamentary committee 

had been formed to examine the matter. This body 

reported that operating expenses were still excessively 

high, and that it would be unwise to allow the 

Agreement to come bade in force for another year at 

ldast with the exception of the clauses respecting 

grain and flottr rates. The Agreement therefore was 
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declared to he suspended for one year more and the 

Governor-in-Council was to have the authority to keep 

it suspended for still one year beyond that if it were 

thought advisable to do so. As a matter of fact the 

Agreement did not cone hack into force until 1924. 

In the meantime the Board of Railway Commissioners 

had held another general inquiry into the whole rate 

situation. This was known as the Equalization of 
2 

Bates Case (1922), and brought together representatives 

of the railways and of all sections of the country. 

The case involved many different matters, but chiefly 

had to do with the demands of the Prairies for 

equalization between the East arid the West and of 

British Columbia for the entire removal of all the 

discriminations against that province. The position 

of the Prairies was that equalization hod been promised 

the West as soon as it was possible to establish it, 

and that it was now possible to do so for water 

competition in the East was no longer effective. The 

Board found water competition to be still in existence, 

however, but reductions of various amounts were 

allowed generally throughout the whole country. The 

rates on lumber, coal, ores, and a number of other 

basic commodities were reduced by sever; and a half 

I 12-13 Geo. V c. 41. (1922) 
?.% 0. K. C. 153. Also see Recordof Proceedings, 
-Ep x-lir.at ion of Rates Case, Ottawa, 1922. 
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per cent. Taken together with the restoration of the 

Crow's Hest Pass rates on grain and flour these 

reductions meant a great deal to "both the Prairies and 

Br it ish Co lumb ia. 

Bi.it perhaps the most interesting features of 

this case was the determined fight put up "by British 

Columbia for the removal of the Pacific scale of rates 

entirely. Beginning about 1920 the British Columbia 

government "began to take a more active interest in the 

rate situation. At that time the Prairie provinces 

veie hostile to the British Columbia claims, hut at 

present Alberta has beer, won over to the support of 

British Columbia and Saskatchewan is rather uncertain 

what attitude to take. In the 1922 case Premier 

Oliver of British Columbia laid a verbal complaint 

before the Board to the effect that the present rate 

structure was in violation of certain arrangements 

and agreements between British Columbia and the Dominion 

government. The reply to this argument was that the 

Board had on two previous occasions " been unable to 

discover any such binding agreement, and that in any 

event the Dominion government had the sole right to 

charge the Canadian pacific railway with breaking a 

contract- But British Columbia brought forward much 

" 7 C. P., C. I35 (B. C. coast cities complaint) 
and 8 C. P. C.- 346 (At.-Gen, 35. C. v G. P. Ly. Co 0 

http://Bi.it


stronger statin arguments for equalization. It was 

srgfcisd contended that operation through the mountains 

was not so expensive as the "Board had teen led to 

believej That if it were more expensive to operate 

in the mountains than on the Prairie or in ~H.st.em 

Canada the statistics which the Canadian Pacific 

supplied did not prove itj that there were many things 

to lead to the conclusion that operation in the East 

was actually more expensive than,, in British Columbia; 

that the Canadian juiRifx national Railways had a line 

running through the mountains whose grades were equally 

as good as on the Prairie itself; that the costs of 

construction of such things as the Connaught Tunnel 

ought hot to be borne by British Columbia alone; and 

in any event would the Canadian Paoifio lead the Board 

to suppose that it based its rates on a eost theory? 

The Canadian Pacific's reply was that the present rate 

atruetu-e was established by long usage; that higher 

rates in British Columbia than on the Prairie were 

necessary unless the Company was to operate at a loss 

through the mountains; that tho Canadian Paoifio could 

no* he expected to offer rates which the Canadian 

Northern with its alleged superior operating conditions 

http://~H.st.em
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might "be able to put in force; that any undue reduction 

might ruin the Company, which would "be decidedly 

opposed to the Interests of British Columbia as well 

as the country as a whole; that the rates on all the 

i£5>ortant commodities moving in British Columbia 'about 

eighty-five xjer cent of the total) were quite low, and 

did not discriminate against British Columbia; that 

the rates on many comrr.odit.ies both into and out of 

âr.eouver were much lower than corresponding rates into 

and out of Seattle and the American coast cities; that 

•;he Canadian Pacific's rates were not monopoly rates 

since there was competition; and that "the Company 

submits that a great part of the case of the Attcrr.ey-

"eneral of British Columbia is rested upon the alleged 

-emeval or alteration of the admitted and established 

disadvantages of this Company i^ operating its line of 

railway in British Columbia, as compared with its 

lines in the Prairie Provinces, by reason of 

improvements effected by the Company in its roadbed 

Upon the British Columbia Bistrieti" the improvements, 

such as tunnels, were costly and had* to be paid for 

out of income. The decision of the Board was that 

rates in British Columbia ought to be considerably 

reduced but that it would not be advisable to grant 

absolute equalization at that time. Accordingly the 

http://comrr.odit.ies
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railways were- ordered to prepare a new Paoific standard 

"tariff whose rates for each distance were to "be equivalent 

to the rates in the Prairie tariff for distances 

one and a quafrter times as far. Par distances ever 

750 miles (the limit of Pacific territory) there were 

to toe 25-mile groups similar, the rates for each group 

to increase to the same extent that similar mileage 

groups in the Prairie scale increased. The Pacific 

tariff must include distances over 75$ Biles because it 

is the tariff which applies on inter-territory 

movements. 

British Columbia had gained a great deal. It 

received full "benefit from the 7i$ reduction on basic 

commodities in common with the rest of Canada. It 

also "benefited frt>m the return to the Crow's Nest grain 

and flour rates,as well as "being given lower domestic 

gi-ain rates, British Columbia standard rates were 

now only 25^ above the Prairie rates, whereas before 

they had been 5($ higher. And lastly, commodity rates 

in the provinoe had been reduced proportionately to the 

class rates. But British Columbia was not satisfied 

with, these galas. The province mtaxxsi wanted ccniplete 

equalization, and promptly appealed the decision to 

the Privpy Council. She latter referred the mattes* 
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tack to the Board of Hallway Commis si oners, which 

saw fit to allow only a ten per cent reduction on 

grain rates within British Columbia. *he Board has 

not seen fit to act further in the matter as yet* 

The 1922 reduetions brought the rates in 

Britl»h Columbia and on the Prairie much nearer to a 

parity. The following are some samples of the 

differences between the Prairie and Pacific standard 

rates (1) "before the 1922 reductions end (2) as at 

pxesavtt 

I. standard Kates prior to 1922 reduction. 

(a) 50 miles 

Pacific 

Prairie 

Differences 

(b) 100 miles 

paoifie 

Prairie 

Differences 

(c) JCO miles 

Pacific 

Prairie 

Ti-i -f-fererces 

1 . 

62 

49 

13 

97i 

75 

22* 

184 

. 5 • 

52 

41 

11 

81 

62% 

19 

153 

141% 117 

42-t 36 

. 5 • 

42-J-

324 

10 

65 

50i 

14$ 

123i 

94i 

27 

• 7 . 

32* 

24£ 

8 

49 

37* 

li-a 

93 

70 

23 

. 9 

29i 

23 

64 

42£ 

34^ 

"5 

83 

63 

20 

Taken from B. C, 8ess. Pap. It 1 (1922). 
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Standard Kates prior to 1922 reduction 
(Continued) 

(A) 500 mile8 

Pacific 

Prairie 

Differences 

(0) 700 miles 

Pacific 

Prairie 

Differences 

1 .. 

265 

198* 

66$ 

5*7 

249 

"78 

3 .. 

221 

l«4i 

56i 

271* 

208 

"eh 

5 .. 

177* 

152 

*h 

216i 

166 

1*0* 

7 -

133* 

99i 

34 

162* 

125* 

It 

9 

117 

89i 

27* 

146* 

112* 

34 

II* Star.dard rates after the 1922 reduction. 

(a) 50 miles 

Pacific 

Prairie 

Differences 

(D) 100 miles 

pacific 

Prairie 

Differences 

(c) 300 miles 

pacific 

Prairie 
*I'jjMÊ  t*Yw':. . rf^j^ : 

Differences 

1 .. 

55 •>:-• 

*5 

8 

81 

69 
•»• 

12 

152 

131 
»•»•» 

21 

3 • 

44 

3 8 ^ 

6 

68 

57 
— 

11 

126 

108 
•>—«• 

18 

• 5 •• 

35 * 

30 

5 

5* 

47 
•>• 

7 

7 .. 

27 

23 

4 

39 ... % 

35 
» » 

4 

102 

lfc.87 '•' 
»»•• 

15 

77 

63 
— * • 

12 

? 
24 

21 

3 

9* 

32 
• " • " 

4 

69 

59 
• • • 

10 
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Standard Bates following 1922 reduction (continued) 

(d) 

(e) 

500 miles 

Pacific 

Prairie 

Differences 

700 miles 

'aeifie 

'rairie 

Differences 

1 . 

219 

I83 
"•«••»: 

36 

267 

230 

37 

. 3 . 

183 

152 
_-~_ 

31 
* 

222 

192 

30 

. 5 

145 

122 
——— 

23 

179 

153 

26 

.. 7 

110 

92 
— —— 

18 

132 

116 

16 

.. 9 

98 

83 
«•«• 

15 

120 

104 

16 

It will be seen that the 1922 reductions left the 

differences 'between Prairie and Pacific standard rates 

just about half of what they had Veen before. The gain 

to British Columbia was very considerable, but that 

province will not be content until there are no differences 

at all. 

Since the Equalization Case of 1922 the interest in 

transportation problems has been almost entirely taken 

up with the controversy over the Crow's Seat Pass 

Agreeiaent. In 1992 Parliament had decided to prolong 

the suspension of that Agreement for another year, and 

at the end of that time the government made use of the 

discretionary power given it to prolong the suspension 

^ w still another year. The Agreement was, therefore, 



to come "back into force on July 6, 1924. 

Tetorex this date, however, the railway 

companies presented a memorandum to the government 

minting out -the inadvisability of reducing rates to 

the Crow's 'Test levels at-llhat time§ Also this 

Agreement had heen drawn up in 1897, and conditions in 

1924 were very different. The sources of supply of 

many of the enumerated articles in the Agreei;ent had 

completely changed. The rates provided in the 

Agreement might have "been justified in 1897, but since 

then operating expenses had increased enormously and 

it TTBLS unfair to ask the railways to charge such low 

rates. Also the Crow^ ffest scale of rates would 
against 

discriminate/the new sources of supply ixtextfeexl for 

the Prairies — notably, British Columbia. Despite 

the strength and soundness of these protests, the 

government allowed the Agreement to come "back in force 

on the specified date. 

The railways thereupon decided to adopt a policy 

of strict interpretation of the Agreement. The Crow's 

Lest rates were put in force only on the lines of the 

Canadian Pacific nhioh existed in 180?, the territory 
these rates 

to whic? *XHV: had "been extended afterwards not getting 

them hack again. This, of course, provoked many 

complaints of unjust discrimination. The Board 
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refer red a l l these complaints to the governisent 

pointing out t ha t the Board had no ju r i sd i c t i on in 

thojmi&er . The government apparently did not know 

how to deal~wTttr-*he matter , hut f i na l ly deceiled 

that the Board, of Railway Commissioners Jaad "beer, 

eajeated to handle such problems and that that t r i buna l 

must s e t t l e the quest ion. The Board consequently 

"began hearing the case in September of the sasie year. 

Representatives of a l l sections of the country were 

present to put before the Board the viewpoints of the 

various i n t e r e s t s affected. 

The posi t ion of the P ra i r i e s wa» that tfce Board 

could not r a i se the r a t e s »boWv t te Crow's tfest Pass 

Agreement l eve l for place* ofcf̂ fce Canadian pacif ic ae 

i t existed in 1897. But on the other hand the Railway 

Act expressly forbade discrimination, and where 

discrimination was found to exis t the Railway Board was 

under ar. obligation to remove i t . Ae the r a t e s for. 

places in Western Canada to which the Agreement Aid not 

apply were very evidently discriminatory, the ftoard 

war bound to remedy the situation*. The only lega l way 

to do -this would be by lowering a l l the raxes in .the 

West to the Crow's TTest l e v e l . This the Board was 

asked to do at once. At the sarx t toe i t was argued on 



behalf of the Prairies, that the Crow's ITest pass 

Agreement wae not an arbitrary enactment forced upon 

the Canadian Pacifio. That railway had accepted it 

voluntarily, understanding that it was to continue 

in force for an unlimited time, and at the sarae tixie 

received very substantipl "benefits in return for lower ir.g 

its rates. 

On "behalf of British Columbia,it was argued that 

the Crow's 'Test rates rreatly discriminated against 

that provinoe The Agreement not only did not include 

Sritieh Columbia within its benefits, but greatly 

widened the markets of pastern manufacturers at the 

axper.ee of British Collteibia. Tf the Crow's Nest Vates 

must be retained, Eritieh Columbia was entitled -:o 

a reduction in rates eastward from the Pacific ooast 

•'::> enable it to s^mpeto in Prairie markets, -his would 

be the only solution fair to British Columbia, When 

the Agreement was mad^British Columbia had been hardly 

an economic entity and did not ship to any extent to 

Prairie markets. But now, because of the Panama 

Canal, Vancouver was afQ^/w/W*distributing centre 

for Western Canada, airfd if would be most unjust and 

discriminatory to prevent Vancouver serving in this 

http://axper.ee
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capacity by imposing high ratesy 

The Maritime provinces did not think it Just to 

fix limits to Western rates by an aot of parliament 

and at the same time let it remain possible for 

ictfet in other parts of the country ts increase in-

dof iaitcly, There was a very great danger that 

Western rates might become unreasonably low, and other 

sections of the country be burdened with high rates 

to offset this. 

The railways' case was that there had "been no 

violation of the Crowfs ITest Pass Agreement. Put at tlie 

saide time it was not desirable that the Crow's Feet 

rates should continue in force, Etoreover, it was 

maintained that the Board did have the necessary 

;i.';.thority to override the Crow!s Test Aot. It v/ould 

"oe unreasonable to content that parliament had intended 

the ftrtar Agreement to remain in force forever. Vfaen 

the Eailway Board had been created in 1903 it was given 

th© necessary authority to fix and maintain reasonable 

*atce, and that parliament eould not have meant thi3 

î ower to be restricted by the Crow's Best Pass Agreement, 

ihe purpose of the lreation of the Bailway Board was 

to insure fair and reasonable rates to both shipper* and 
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carriers, and was r.ieant to supersede the old 

method of trying to maintain reasonable rates "by 

prescribing maximum limits through legislation. And 

while it was true that the Board on former occasions 

had expressed the opinion that it could not override 

the provisions of the Crow's "est Act, no definite 

judgement had "been made on this question for no 

case had ever been held to deeide this particular 

point* 

And not only could the P-oard rem© ve the 

Crow's TTest rates > but at the same time it was 

desirable that it should, „ates which were fair and 

reasonable in 1897 could not be expected to be 

adequate in 1924. Shxx The rates in foroe prior to 

the restoration of the Agreement rates in July had 

been considered perfectly fair by the Toard, and 

consequently these rates should he again brought back 

in force. And lastly, other railways not parties to 

the Agreement at all because of competitive forces 

were compelled to lower thei**rates to the Canadian 

Pacific level. This was most unjust to the Canadian 

h'ational Railways. 

The finding of the Board was that the Crow's 

"est rates were the chaotic and discriminatory 
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z&aorfttw conditions, and that this scale of rates 

ought to "be abolished if legally possible. Tin BoarA 

then seasoned that it was its duty to remedy rate 

conditions r/hich involved discriminations, and that 

therefore it must*override the Crow's Kest Act. So 

far as the Eailway Act of 1903, or eating the E»ilv;ay 

ToarA, is concerned, nothing can be found in it 

implying that the broad powers given to the Board 

were to be restricted in aay way. Also, the 

statement eontained in the îd̂ ernent of Sir Henry 

Praytcn in the Fifteen Per C«nt case"eouid not Toe 

taken as binding on the Board. In 1917 this question 

was or.ly incidental*to the case, and was tiot 

examinedin all lte>-graver aspects. At-present it 

v/as the main issue. The legislation of 1922 was 

apparently inoonsistant with the Railway Act of 1903, 

but the Board's course was to disregard this special 

legislation and rely upon its general authority. In 

consequent* of this finding the railways were ordered 

to^f estore on October 27 the rates whioh had been in 

existence immediately prior to the lifting of the 

suspension on the Cre**s lies* Agreement. 

The decision was not a unanimous one, however. 
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Two Judges dissented, holding that the Board did not 

}tave the necessary authority to override the 

Agreement, and that if the Board did have this 

authority the legislation of 1919 suspending the 

Agreement and that of 1922 restoring it had heen quite 

unnecessary. 

The Prairie provinces at once petitioned the 

Dominion government to overrule the Board's order and 

not permfcfc it to go into effeet. At the same time 

leave was asked of the Hoard to appeal to the Supreme 

Court on the natter of the legality of the Board's 

decision. This permission was granted* 

The dee is ion of the government! was that the 

Board'8 order should be suspended pending the judgement 

of the Supreme Court on the legal questions involved* 

The latter issued Its judgement on February 26 of the 

present year* 

It decided firstly that the Board was not empowered 

by the railway Aet or any other set to authorize 

rates on*»the Canadian Paoifis Eailway in excess of 

the maximum rates in the Growls Nest Pass Agreement. 

But at the same time the Agreement was not Binding on 

traffic from Isxx points east of Port William which 

were not on any line of the Canadian Paoifie in 1897. 



Similarly the Crow's "est rates need not be enforced 

•to traffic for points West of Port William which were 

not on any line owned,o leased or operated by the 

Car.adlen Pacific at the time of the passing of the 

Crow's ITest Act. The Rair„7ay Board v/as also not 

empowered to authorize rates on grain and flour 

moving eastward from Prairie points in excess of the 

Crow's Rest rates. 

The Supreme Court has declared the Crow's ITest 

Pass Agreement to be binding on the Canadian Pacific 

(and, practically speaking, on the Canadian 

national as well), and the Board of Railway 

Commissioner* is helpless in the face of it. The 

settlement of this troublesome question consequently 

volves upon parliament, and it is to be hoped that 

that body will not defer the final solution of the 

problem for -very long. It is in conceivable that 

an agreement adapted to the conditions in 1697 should 

be expected to govern the present and future 

situation* The Agreement is unfair to the railways 

and to the sections of the country to which the 

Agreement does not apply. If rates throughout the 

Dominion ware given statutory maxima our rate 

problems would be endless political questions . The 

ik 
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best thing parliament could do would be to repeal the 

Crow'f 7es+ Pass Act e n t i r e l y and l e t the Board of 

liailv/ay Commissioners handle the s i t u a t i o n . That body 

l-*as the necessary technica l t r a in ing in railway a f f a i r s 

1&. ckdlp%ipMJUfL^/itf\ the r a t e s i t ua t i on , and at the sasie 

time would not be influenced by p o l i t i c a l considerations* 

In our out l ine of the development of the r a t e s t ruc ture 

we have eeen tha t Western r a t e s have been brought almost to a 

pa r i t y with Eastersjimt-fJ* Shis problem xigkt as one of 

f i r s t importance Bright be oonsidered as p r a c t i c a l l y over, i f 

i t were not for the complications a r i s ing from the Crow's 

Lrest Pass Agreement. The settlement ef t h i e Crow's JTest 

problem is necessary before any fur ther adjustment of the 

r a t e i t a spread between the East and the West oan be made. 

ru t standard r a t e s in Br i t i sh Columbia continue t o lie 

considerably higher than on the P r a i r i e , despi te the fas t 

that the differences in the two s e t s of ra tes have been 

grea t ly reduced. In November, 1924*1 t l i e Railway Board 

again heard Br i t i sh Columbia's case for equal izat ion, but 

have not passed Judgement as ye t . Equality i s evident rib. 
the ultimate outcome, and the controversy on the subject 

will not die down until equality has been attained. At the 

same time lit must be remembered that differences in the rate 
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levels in different district*? are in themselves not of prime 

iiijioi'tecce* The rates on stable commodities moving through, 

more than one rate territory, the markets which certain 

rates make possible, distibutive rates, and so on, are all 

of more vital importance. The rates on grain iaaxfctaa: from 

the Prairie to Vancouver for export Mean more to British 

Columbia than the fact that an article of a certain class 

can move a hundred miles in that province at the same rate 

at which it could move a similar distance on the Prairies, 

To the Prairies grain rates must overshadow all others in 

importance and grain rates have nothing to do with the 

question of equalized rates. 



Chapter IX 

THE COST THEORY OS1 RATES IiT BRITISH COLUMBIA 

Hitherto we have noticed that rates in British Columbia 

have been higher than on the Prairies, but have not 

stopped to examine the validity of the argiynents i# 

support of this discrimination. In Eastern Canada rates 

are relatively low because of water competition and 

competing United States railways. These factors control 

the rate levels in that area."" But in Western Canada 

there is no such water competition and only a negligible 

amount of foreign railway competition. The Canadian 

railways have thus been able to build up the rate 
2 

structure in the west best suited to themselves. But 

at the same time they claim it is necessary to discriminate 

against British Columbia because of the geographical 

disadvantages of that province. For many years these 

arguments were accepted as true without serious ouestion, 

and while sympathy was expressed for the unfortunate 

±taa3fozHjcfcHgBJKcfcisxBae position of British Columbia, it 

was thought that these conditions could not be altered 

for many years. And British Columbia until the last few 

years never attempted to contradict thei fact that 

1 There are innumerable cases which illustrate the 
n influence of the Great Lakes on Eastern_rates. 
'' Trans continental rates rust ecnfciiii to AagKigan those 

in the United States. There is of course, a possibili 
that Western traffic might be diverted to American 
railways, but Canadian rates would have bo be made 
wen higher than at present for this to take place. 
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operation through the mountains was very expensive 

but held that these costs sfeould be borne by the 

railway systems as a whole and also that the prc-vinee 

was entitled to special consideration based on the 

Terms of Union with Canada. Lately, however 

British Columbia has been challenging the facts as 

presented by the railways, and maintains that there 

is no good argument for discrimination based on the 

theory of higher costs. The rate level in British 

Columbia is noticeably higher than on the Prairies, 

and as this is prima gacie an undesirable state of 

affairs, it is necessary to find out if there is any 

good reason for'this discrimination. 

&\J£Cgeneral# been justified by the railways on the 

grounds; that xfc the cost of construction in '.hat 

province is very high.3fl&8*S&«its mountainous nature; 

that it is also a great deal more expensive to operate 

within British Columbia than in the pra±±e countryj 

thM the density of traffic in British Columbia was 

small, so that each unit of traffic riust be called 

upon to bear a rather large share of the gerneral 

expenses and fixed charges; and lastly, that there is 

bu+ little diversity of traffic in British Columbia, and 
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tha t movements iKPc©.p^^ t̂tiDcS33nrad!ddm2DciK do not balance 

well with respect to d i r e c t i o n so t h a t the charges on 

t r a f f i c moving in one d i r e c t i o n must he l a rge enough to 

cover the movement of empty ears in the o ther . 

The cost of cons t ruc t ion argument has l i t t l e to 

support i t , and as a matter of fact the rai lways 

themselves no longer put i t forward s e r i o u s l y . In the 

f i r s t p l a c e , the Canadian Pac i f i c l i n e from Port Moody 

to Savona's Perry (213 miles) was "built "by the Dominion 

government and handed over to the company without cos t ­

ing the l a t t e r a cen t . And for the r e s t of the l i n e 

the ganadian Pac i f i c admits i t has no record of the 

cost of cons t ruc t ion . The Canadian Northern f igures are 

ava i l ab le and they show const ruct ion costs in B r i t i s h 

Columbia to be not 30 grea t as in the region nor th of 

Lake Super ior . The following are some i n t e r e s t i n g 

s t a t i s t i c s in connection with these cos ts of 

cons t ruc t ion : -
Cost 

Canadian nor thern By. Mileage Cost per mile 

Kamloops-Hope 168.8 #22,54-5,550.32 £133,563-74 

Montreal-Ottawa 116.6 19,933,368.64 178,614.11 

Hope-Fraser Biver J e t . 77-7 4,004,969-15 51,544.01 

i l o n t r e a l - J o l l i e t t e ( including 

Haissoneuve Terminals) 36.3 3,789,967.08 104,464.00 

Taken from a"Memorandum for the Hon. John o i i v e r Re 
-v,4-iwav Transpor ta t ion Service and Cost" prepared 

V - Mr. G. G. McGeer, 1924. 
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Construction Costs of C. Hor. E. (continued) 
Cost 

Mileage Cost per mile 

Eraser River Jct.-

Grand View, Ban. 1381.5 $76,771,853.08 455,572,17 

Montreal-Winnipeg 1451.2 86,075,473.67 59,313.38 

Other Railways 

National transcontinental 
2007 |166,698,645.64 $83,051.61 

Intercolonial, and 

IT. 3. & P. E. I. By. 1593 141,521,090.39 88,839.35 

queues & Saguenay 63 7,374,508.71 117,055,70 

show 
She above statistics/ia^3gt that it cannot "be taken for 

granted that the cost of construction in British 

Columbia is enormously higher than elsewhere in Canada, 

"but at the same time it could not "be denied that railway 

construction on the Prairies was much less costly than 

in British Columbia, The Canadian Northern, of course, 

did not encounter the same difficulties in construction 

that the Canadian pacific did, and at the same time was 

very economically built. The Canadian Northern costs of 

construction axz can therefore not be taken as typical 

of the Canadian Pacific. And it is further maintained 

that the Canadian pacific costs must be considered in 

the rate-making, or otherwise that railway would be 
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ruined. But the point is that the Canadian pacific has 

no statistics whatever of its costs of construction. How 

then could it calculate to what extent British Columbia 

rates ought to be above^those elsewhere? The rates 

could be only guessed at. It is not to be expected that 

British Columbia would be satisfied with such rates. 

Then again, it is questionable as to what 

extent British Columbia ought to jag: bear the burden of 

the high costs of mountain construction. Each division 

of a railway system is not constructed for the benefit 

of that division alone. It is of service to every place 

which either produces or consumes anything which must 

pass over the lines of that division. The Superior 
_ J. 

I!ivision of the Canadian pacific involved heavy costs 

of construction, but these were not incurred for the 

scattered settlements in that district. Rather, this 

line serves as fc&sxxx a necessary link between !Sast and 

Yfesfc and over it is carried all that moves between the 

two sections of the country. Obviously, the people 

of Thunder Bay and Algoma ought not be expected to pay 

for the line. The expenditure incurred in British 

Columbia in a similar v/ay benefits ither provinces as 

well. All the movements between British Columbia and 

the Prairies between British Columbia and the East, 

-~ The oart of the line between Sudbury and Fort William. 
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and all Canada's imports and exports via the Pacific 

Coast which are destined for or originate east of the 

Rockies, all take advantage of the lines built through 

British Columbia, and the benefit is not to that 

province alone. When the Canadian pacific.decides to 

build a thing such as the Conna/ught Tunnel to do away 

with difficult grades and curves, it does not incur 

fchafe the expense for the "benefit of British Columbia 

alone. As a matter of fact Mr. Beatty, at that time 

counsel for the railway, said as much in the Western 

Bates Case: "The expenses which we make on the British 

Columbia Division just now are not for the benefit of 

British Columbia, traffic" He was referring to the 

building of the Connaught Tunnel, If it were possible 

to calculate at all accurately just how much any particular 

pection of the country benefited by each piece of 

railway construction it would "be reasonable enough to 

try and make that section bear its proportion of the 

expenditure through the rates it pays. But no one as 

yet has come forward with plan by means of which such 

benefits majr he calculated. 

Lastly, the whole argument for higher rates because 

of higher costs of construction restejj© much on the 

assumption fcfcacfc of s cost theory of rates. Hallways do 
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not base rates on cost; firstly, " mmmm it is im-

possible to determine the cost of JCHicSKg carrying any ** 

particular commodity between tv/o particular places 

because railway costs are BO largely jointj secondly 

because it would not be in their interests to do so 

even if possiblej and thirdly, it would not be in the 

interests of the public, for a ton of silk would bear 

no higher rate than a ton of gravel and commodities with 

a low value per unit weight as lumber would never be able 

to move any but the shortest distances. The costs of 
paid 

construction are/WsXK by the railway in the form of 

interest on the bonds and loans "fo£ means of which it 

financed the construction. Thie interest becomes part 

of the fixed charges of the railway, and must be met 

whether the railway operates or not,. The rate charged 

for carrying any particular shipment must be sufficient 

to pay for the extra costs incurred by carrying it rather 

than leaving, and at the same time leave something 

over to go toY/ay/ds paying expenses such as maintenance 

which cannot be allocated to any one shipment -and also 

the fixed charges. Obviously, the railway is interested 

only in the fact that all the individual shipments 

in the aggregate contribute enough to meet these general1 

and fixed expenses. X5?^xi^X5KKXBcexKS3TO^ttiS3i Some 

shipments contribute less than their proportionate share, 
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so that others mist contribute more. How mush each 

shipment contributes is determined "by various competitive 

forces. One railway -may have a somewhat roundabout fOUT^<'~k 

a certain place, "but must charge comparatively low 

rates to meet the competition of another railway. Two 

producers compete in a riiarket that is somewhat nearer 

one than the other. But the railway will give the same 

rates to "both (or he compelled to) so that neither will 

he at a disadvantage. Both rates cannot he based on 

cost. /The Canadian Pacific Railway must meet its fixed 

charges from the revenue it earns on its system as a 

whole./ There are not eight separate companies 

corresponding to the eight divisions of the railway, 

what should he each division's share cannot he determined, 

hut the total contributed by all the divisions must pay 

for the expenses incurred by the railway as a whole. It 

cannot be supposed that the Canadian pacific (which sets 

the rates for the West) makes any attempt to set rates 

for each division which will earn a revenue Sufficiently 

large to cover the expenses of construction and 

operation within that division. There could be no ad­

vantage to the railway in attempting to do so, and at 

the same time it would bo courting bankruptcy. As a 

matter of fact it is only in the instance of rates in 
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Lritish Columbia that cost of construction iu~o been 

advanced — in a general sort of way — as a reason 

for higher races. Eailway rates in Canada have been 

û ad# in accordance v/ith the vague principle of "what 

the traffic will bear." 

The high co3t of railway operation in British 

Columbia as a reason for high rates is open to much the 

saue objection as the cost of construction theory. The 

railways as before are interested primarily in fixing 

rates such that the revenue from the whole system will 

co-per the operating expenses of the whole system. But 

there is one important difference between operating and 

construction costs* JTor every snipuent that is carried 

zheza is some expense incurred which would not have te 

be borne if the particular shipment were not carried. 

This amount must be the lowest rate at which the railway 

could agree to take the shipment without carrying it at a 

lees* It might noc x*uua. contribute ite proper share 

towards the fixed charges and general expenses of the 

railway, but as long as it can contribute something it 

will — other things being equal — better for the 

railway to accept the shipment than refuse it. Cost of 

operation, therefore, furnishes a minimum rate only* 
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inus, in theory at least, the part cost of operation 

plays in rate raoking is that of fixing the minimum.s*«a*x 

But in actual practies as find that there is no way of 

calculating Just v/hat the extra cost of carrying a.ny 

particular shipment. In fact, there are X90 muny 

general expenses -- such as iaaintenance of way a great 

m n y wages and salaries, etc. — which eannot be eve a 

apportioned between the freight ar.d passenger traffic on 

any scientific basis. In the case of any one shipment it 

is guite impossible to oaxculate the actual cost of carrying 

it as so aany factors must be considered. Then again it 

cos-cs no mors, say, to run a passenger train completely 

filled than one only half filled. Yet the revenue would 

be greater In one case, red? the pares would be the same 

in both instances. 2ut in determining what the fare 

should be, which train should be taken as the typical 

1'he railways, of course, compile a tore«a.t>tof' 

elaborate statistics setting forth their expenses for each 

division. Wo siiall note some of the mors important of 

tlie so and try and discover what light they throw on the 

present subjest. 
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- . Lxpenses pe r Train Hi le by Div i s ions , C. P . h.. 

1917 1920 1921 

B r i t i s h Columbia 2.422 4.560 4.528 

Alber ta 1.679 3-362 3.316 

Saskatchewan 1.942 3.162 3.309 

- i in i toba 2.116 3.767 3.757 

Algoma 1.636 i>.017 3.114 

Ontario 2.198 3.734 3*655 

Quebec 2.530 4.344 4.294 

laew iyrunswiek 2.467 4.355 3.787 

I I . Expenses per Car " i l e by Divis ion*, C. P . K. 

1^17 1920 1921 

B r i t i s h Columbia 0.112 215 0.232 

Alber ta 0.090 0.146 0.156 

Saskatchewan Q.C87 0.149 0,162 

Manitoba 0.073 0,137 0.134 

Algooc. 0.074 0.154 0.163 

Ontar io u.107 O.I89 0.197 

quebee G.132 0.24? 0.268 

..ew 3runswick '-.136 0.270 0.261 

j.he t r a i n ~ i l e i s of yexy l i t t l e use as a cost index, xhere 

i s too l i t t l e uiiif o r n i t y in the un i t used. A t r a i n mile 

.ui^ht "be 2, hundred loaded cars :..c vxng one ni i le , or one 
xr^i lv:uy d iv - s ions do not c,-**eesond to p r o v i n c i a l 

boundar ies . The B r i t i s h Columbia d i v i s i o n begins a t 
Canmo r e , Albexta . 
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empty car moving a mile. The car mile is a more uniform 

unit, hut is nevertheless only a poor index of cost. To 

make a fair eon^arison a number of other factors — such 

as, kinds of commodities carried, eapaoity of the ears, 

the number and tractive power of the locomotives to eaeh 

train, etc. — are equally proportioned. These statistics 

can prove little enough, but they do not even indicate 

that British Columbia operating costs are far above the 

rest of the country* They are certainly higher than in 

the Prairie provinces, but the tables show that they 

are less than in Quebec and ITew Brunswick in the case of 

the t f *n""l*T car mile, and not so very much higher in 

the ease of the train mile. As rates in Quebec and 

Hew Brunswiek axe very much lower than in British 

Columbia there does not seem to be any justification for 

this on the grounds of higher operating expenses. 

III. Operating expenses per Gross Ton Ilile, C. P. R. 

British Columbia 

Alberta 

Saskatchewan 

Manitoba 

Aigema 

Ontario 

Quebec 

New Brunswick 

1917 

0,00262 

0.00209 

0.00224 

0.00182 

0.G0192 

0.00274 

0.00341 

0.00362 

1920 

0.00521 

0.00366 

0.0037^ 

0.00333 

0.0055^ 

0.00482 

0.00612 

0.00695 

1921 

0.00552 

0.00394 

0.00405 

0.00327 

0.00399 

0.00503 

0.00662 

0.00659 
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The difficulty with the ton mile as an index is that it 

tells nothing of the kinds of commodities carried. A 

smaller number of tons of some commodity moving largely 

in one section of the country, say very well cost as 

much as a larger number of tons of some other commodity. 

The conditions with respect to the handling of different 

commodities varie s greatly, However, the statistics 

we have again show British Columbia expenses to be less 

than those in the Eastern divisions though at the same 

time higher than on the Prairies. 

IV. Expenses per mile of line by divisions, C. P. B. 

1917 1920 1921 

12.277 9*971 

9.876 7.761 

7.788 6.888 

12.065 10.720 

18.690 14,452 

17.251 15.542 

20.922 18.616 

12.455 10.032 

According to this table British Columbia operating expenses 

appear to be very low. But these figures are almost meaning­

less, for the YOluas of traffio: -moving ie of more importance 

in the final result than actual expenses. 

British Columbia 

Alberta 

Saskatchewan 

I-anitoba 

Algoma 

Ontario 

Quebec 

Hew Erunswiek 

6.277 

''* 5 .H5 

4.655 

7.619 

- 9.543 

'9 .577 

tt.409 

7.456 
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Statistics of the above kinds are those which are 

brought forward as proof of the fact that British 

Columbia operating expeni«i are higher than those on the 

Prairies, and that consequently rate equalization is 

impossible. But none of these v.-ays of comparing rates 

are of much value. If we consider the manner in which 

they are compiled it will be S3en that they cannot reflect 

at all accurately the true relative costs. In each 

division are included, firstly, all the expenses of 

maintenance, general expenses, and the costs of moving 

trains within that division, and secondly, the expenses 

of loading, assembling trains, etc., for all traffle 

originating in the division, as well as all the terminal 

expenses in connection with traffic destined for for 

points within the division. This method tends to inerease 

the expenses at the two ends of the country. All the 

traffic between Saskatchewan, Alberta on* British 

Columbia and Eastern canada must pass across Ilanitoba, 

All this car mileage, ton mileage, and train mileage 

for the movements within the Iiianitoba division are 

accredited to this division. Tamr% is no loading and 

unloading 30 that Manitoba is not charged with any 

terminal expenses in connection with this traffic-but 

only for the movement expenses. Xhe expenses per unit 
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in iianitoba must therefore be comparatively low. But 

on the other hand all the traffic moving in the British 

Columbia and Hew Brunswick divisions — and practically 

speaking, the Quebec division a3 wen — either originates 

or ends within these divisions, so that on each haul 

there are terminal expenses charged against these divisions 

either for loading or unloading or both. This, "the 

middle with ends" fallacy is well illustrated in the 
liey 

case of the Algoma division, Thia/jcxxx t&xaaxh for the 

most part in almost unsettled territory and very little 

local business is done by the railways. The expenses 

of upkeep and movement are very high, but there are 

practically no terminal expenses to be added on. At 

the same time tfce division benefits by the uniformly 

long hauls it is able to make. The result is that the 

Algozaa division appears to be one of the most prosperous 

divisions of the Canadian Pacifis. The fact of the 

matter is that it is impossible to consider the Canadian 

Pacific as — in effect — eight railways. Expenses in­

curred in one division are too frcojtiently really for the 

benefit of other divisions, and it would be impossible 

to credit expenses to the differcnt divisions with enough 

accuracy 60 be of any use. rphe.ee etatistics as compiled 

by the Canadian Pacific are useful to the company in many 

ways but they should not be used to compare the operating 

http://rphe.ee
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expenses of the different divisions. 

In til* case of the Canadian national it has "been 

shown that that railway can operate through Britieh 

Columbia at least as cheaply as on the Prairie* The 

Canadian Rational has "better grades through the Eocky 

Mountains than any other railway on the continent, 

nevertheless, it is the conditions along the Canadian 

Pacific which control the rate situation. It has always 

"been maintained that the rates ought not to be what the 

Canadian national with its better operating conditions 

could profitably offer, while the Canadian national 

•tatistics have been disregarded in the hearings before 

the Board, they do indicate that lacixxxX if operating 

expenses are high in British Columbia along the Canadian 

Pacific it is chiefly because of the route that railway 

chose, and not altogether because of unfavourable 

geographical characteristics. 

The statistics compiled by the Canadian pacifie 

show operating expenses in the Quebec and Hew Brunswick 

divisions to be higher than in British Columbia. Is there 

any reason to suppose that this might actually be the 

case, or must we account for It by the imperfection* of 

the tables? At first sight it appears that British 

Columbia nust obviouslybe a eiffieult division to operate 
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because of the steep grades and many curves which exist 

&long the railway lines* As a inatter of fact, however 

the only *eu.l stretch of mountainous conditions encountered 

by the Canadian Pacific on its main line is the 140 miles 

between Canmore and Kevelstoke. Between Kevelstoke and 

Vancouver the actual grades are no worse than for a similar 

distance across the Prairies, It may have cost more te 

construct the British Columbia line, but once built it 

is not necessarily so much more expensive to operate and 

maintain. At the same time 3ritieh Columbia enjoys 

certain advantages in operation over 'the other parts at 

the Pominior.. It has the most favourable weather 

conditions. It has less trouble with snow ana ice. It 

does not often encounter the severe cold which tends to 

lessen the efficiency of the locomotives, '.there is also 

no alkaline water in British Columbia as is found on the 

Jfrairies. In British Columbia, too, where are ready 

sources of fuel, of timber for ties, etc., of gravel 

for ballast, and 00 on. twia British Columbia is much 

better off than the Prairies in- this respect, an# more 

favourably situated than Eastern Canada aa well. And 

when it is considered that the average haul in the Bast la 

abort it may be readily believed-that the cost of operation 

in British Columbia i» not-higher than in the Eastern 

terminal divisions. the terminal expenses are tha sa^e 
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no matter what the length of the haul may be. Thus for 

any given ton, ear, or train mileage, the terminal 

expenses la the Eastern divisions will be greater because 

-he mileage rill "be r>ade up of a greater number of 

individual hauls. 

To eum up, zhere appears to be no justification 

for charging high rates in British Columbia on the grounds 

of either cost of construction or of operation. The 

statistics which are 'brought forward to prove that the 

costs are higher are inadequate. The cost theory of 

rat eB, or. the as suction of which the wnoie contention 

is based, is most unsatisfactory* £ut in any event 

the Injustice appears in the fact that rwCfcleuti else 

in Canada is there any attempt to base rates upon eost. 

ix She cost of operation furnishes a minimum rate, but 

it could net be supposed that rates in British Columbia 

are even elcee to that level. The rates in Quebec and 
ITew Brunswick 

Xjtfgczxggtlg are much lower while expenses per unit do not 

appear to be any lower. If British Columbia rates are at 

the cost level the rases in 'the itosuorn divisions must 

be considerably below it. This is absurd, ior no 

railway could possibly operate under sueh condiLions. 
The statistics furnished with respect to traffic 

-tteuslty are not satisfactory when used in comparisons 
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between different divisions. In the same fashion as 

with operating expense statistics, the central divisions 

benefit at the expense of those at the ends. The density 

of traffic in L&nitoba, for example, is increased 

enormously by the large amount of traffic v/hich passed 

across the division but which neither originates nor 

terminates in it. The density in British Columbia is 

net boosted in a similar fashion* 

I'he density, diversity and directional trend of 

traffic are all powerful factors in determining general 

rate levels. If traffic moves only in one Aireetion 

it must bear rates sufficiently high to pay for the 

movement of empty cars in the other direction* where 

traffic is not dense each shipment must bear a comparatively 

large part of the general expenses. It costs no more 

to build a track which is to be a great deal used, than 

one which will be used only a little, and its maintenance 

will cost only slightly more in the one case than in 

the others Bjtitish Columbia has a low traffic density, 

its traffic is not very diverse, and the movements do 

not properly balance with respect to direction. It is 

because of these facte that rates have hssn continued to 

be high* The difficulty, however, ie that cause and 

effect are tee much intermingled* xraffio ie likely to 

oe sparse simply because rates are high. A eertain 

movement to a certain market never develops because rates 
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rates have never "been favourable. She population in 

British Columbia is not large. It might be a great deal 

larger, but i r1 il ill j rtrfCrUtinlr̂ fMJlT̂ ** in it impossible 

to be spread evenly aver the pr evince, la considering 

the possibilities of low rates 3M to develop a large 

business for the railways as well as a Icr^e population, 

the fact that certain mountainous distriots within the 

provinces Hill remain sparsely populated must always be 

considered. Still, British Columbia is tfcnaly convinced 

that generally low rates within the province would 

develop ajranrg more than enough business to compensate 

tJxe railways for any 1 — of revenue brought about by 

tile rate reduction. 

TOry have the railways never been willing to 

adopt a general^policy of low races in British Columbia? 

Siuply because it would upset the whole rate structure 

ill the country, ana alter channels of trade, the long 

haul from Alberta eastward is profitable to the railways. 

The haul from Alberta to the Pacific Coast would not be 

so profitable. Similarlytthe xx Prairie as a market 

for Eastern manufacturers is satisfactory to the 

railroads for it tends to balance the heavy movomsnt 

eastward and is besides a long and paying haul. It would 

not be so profitable to giro British Columbia control 

of the Prairie icarlcet. At present the canadian Pacific 
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is able tc earn ita tan per aent annual dividend 

regularly — although this is earned by no laeans r"rom 

its railv.ay operations alone* To adopt a new rate 
mSSB 

polioy in British Columbia would/radical changes in 

the economie structure of the country. She result 

would be disturbed conditions for a time, and ths net 

reeult night or night not be beneficial to the railways. 

So tvjs ae the Canadian lizxXmxzX Paeif la is ooncen.ed 

this Y/cula be too risky an experiment* And ths position 

of tiiC Cai.ttoian Actional is riueh the cane. Zt would 

be unrias to ztxk run the risk of greater losses, and 

at the eane tine what is best for the Canadian Pacific 

OSS/ be conaidorod as basi for* the Canudian National. 



Chapter X 

RAILWAY RATES AND BRITISH COLUMBIA 

The mere equalization of the standard freight rates eould 

not benefit British Columbia to any great degree. An 

approximate equalization is desirable, but if postponed 

for a number of years the hurt to British Columbia would 

not be vital. Equalization in its narrow sense refers 

only to class rates, and these apply on no more than 

from ten to fifteen per eent of the total tonnage moving 

in British Columbia. But at the same time the differences 

in the class rates are very largely reflected in the local 

commodity rates. The reasons for the differences are the 

same in both eases, and there is no need for a separate 

discussion, A distiiet paying higher local rates than an­

other is of eourse in a less favourable position, and there 

will be a tendency for prices to be higher as well, 

nevertheless, general rate levels are only high or low 

relatively. A district paying the higher rates feels it 
1 

has a grievance and asks for equality. Yet, the low 

rates paid in another district do not agfect the first 

district in the least, unless it should happen that 

there is some competition between the districts for markets. 

It is the -gf feet of rates on market competition that is . 

all-important. Whether a ear-load of fruit can be shipped 

1 It is perhaps interesting to note that there has^never 
been any attempt to equalize the rate levels in the 
different parts of the United States. Rates in that 
country differ widely in the dxfferent sections. 
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for a hundred miles in Ontario for less or for more than 

it can he shipped for a similar distance in British 

Columbia, eannot either hurt or benefit the British 

Columbia shipper. If he pays more he thinks there ought 

to he equality in rates, but at the same time the Ontario 

rate can have no -fcffeet on his business. But if Ontario 

fruit could be shipped to Prairie points for less than from 

British Columbia there would be a more vital cause for 

eomplaint. Hwr»xte It is these rates to outside consuming 

points which British Columbia should take the greatest^in, 

They determine the extent of the markets for British 

Columbia products, and in considering these rates the 

different commodities must be considered separately. At 

the same time it is necessary to observe the ̂ ffeet of the 

railway rates on the export and import business of the 

Pacific ports. British Columbia claims *» 3os the 

gateway for the foreign trade of all Western Canada, but 

it is the railway rates which determine to what dggree this 

can be the ease. It is a matter of competition here too — 

competition with the export and import rates to and from the 

Atlantic ports. Thus, in considering the. actual Effect of 

rates on British Columbia it is not the standard clkss rates, 

nor the rates local to the province, which must be examined, 

but the rates on the stable products of the province which 

can have an outside market, and on the products which can be 
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exported or imported ky via the Pacific eoast terminals. 

A great part of British Columbia's wealth lies in her 

timber resources. The principal woods are fir, pine and 

cedar, the first coming principally from the eoast districts 

and the other two from the interior. These are all soft 

woods, whereas the chief woods from the East are hard. The 

northern spruce of the East is a soft wood, but is much 

inferior to those of British Columbia, ^he result of this 

is that British Columbia lumber has to meet practically no 

competitann from other sources, and so is allov/ed to have the 

whole field to itself• Large quantities of lumber are 

shipped not only to the Prairies, but into the East itself. 

Lumber from the interior of British Columbia gets lower rates 

than that from the coast, while Vancouver Island pays somewhat 

higher rates. The latter has made some complaints about, this, 

but the higher rates would seem to be justified. The Prairie 

provinces do not get a blanket rate on lumber from British 

Columbia, Wthe nearer points getaafc lower rates. The rates 

to places east of Port Arthur are made up of the rate to that 

place **^&mm*a&*. a fixed differential. The states of 

^ishington and Oregon ship a great deal of lumber eastward, 

but it will be seen that the Canadian rates are on the whole 

lower than the American rates for corresponding distances. 

The rates from Nelson, a basic lumber point, may be compared 



Eastern Canada. It is true that the canned salmon traffic has 
1 Sec Equalization of Bates Case, Ottawa, 1922, vol. 385, 

P. 88 5_ 7. 

• $ 
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with those from Spokane. To points as far east as Brandon 

and a corresponding distance in the United States, the 

Canadian rates on fir and pine are slightly higher, "but are 

much lower on Cedar. The rates from jjelson to Brandon and 

from Spokane to Minot, North Dakota, are as follows: 

Nelson to Brandon (fir, pine, cedar) - 51-fe*'. 
m 

Spokane to Minot (fir, pine) - 53-^ j;i 
1 

Spokane to Minot (cedar) - 66-2 . f| 

|| 

'ii 
•ii 

H' 

To points farther east the Canadian rates are generally 

lower on all kinds of lumber, except that the rate from 

Helion to Montreal is the same as from Spokane to Boston, 
m 

ITew York and P h i l a d e l p h i a . The t r an scon t i nen t a l water vtt 
1 m 

competition compels this. On the whole there is little if 
cause for the British Columbia lumber men to complain of if 

i 
'Si 

the rates they pay. They have the whole marketto themselves 

and the rates do not interfere with the movement. The 

general rate structure on lumber must be raoi set down as 

satisfactory. 

British Columbia cans fish, fruit and vegetables. 

The canned salmon, which is by far the most important canned , 

fish is in much the samelpoBition as the lumber. The if 
A % 

Atlantic salmon (which-is the true salmon) cannot be canned, If 

so that the British Columbia product has the whole market to j| 

itself. Large quantities are shipped to the Prairies and to 

•;:': 
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fallen off somewhat, but this is not beeause the freight 

rates discourage it. It is simply beeause the salmon catch 

is not so large as formerly. 

The canned fruit moves in large quantities to the 

Prairies, but not to the East. British Columbia could have 

no claim to be allowed into Eastern market. Only a small 

quantity of eanned vegetables go outside British Columbia. 

Vegetables are too widely grown tobbe shipped either fresh 

or canned for any great distance. The railways cannot be 

expected to quote rates low enough to give this product a 

wide market. 

Fresh fish, principally salmon, ĵ gfttSshlpped to both 

the Prairies and the East. This commodity goes by express 

and not by freight. For a number of years the Department 

of llarine and Fisheries encouraged this traffic by subsidizing 

the fish dealers of ]yanitoba and Saskatchewan to the extent 

of one-third of the express rate. The Department thought 

the business had developed sufficiently to remove the bounty. 

The Prairie dealers then complained to the Board that their 

rates were too high ($2.50) as compared with Eastern rates 

($3.00). The Board found the low Eastern rate necessary if 

the traffic was to move, and did not see how this hurt the 

Prairie dealers. The case was therefore dismissed. The 
rn 

fish of British Columbia has continued to move eastward, 

and the express rates do not hinder it. 
"-"blanket"rate"to Prairie, and to East. 
2 Great Pish Co. v Dominion Express Co., lo C. E. C. 1. 
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Sugar is another commodity which is shipped eastward 

from British Columbia. Sugar rates have been before the 

Railway Board, and the considerations involved may be 

taken as typical of all the commodities produced in 

British Columbia on the one hand and in Eastern Canada on 

the other,hand xkxsk and which are competing for the 

Prairie market. There is a sugar refinery in Vancouver 

in the West, while in the East there are refineries at 

Dartmouth, Nova Scotia, St. John, Montreal, and in 

Western Ontario chiefly at Kitchener, Chatham, and 

Wallaceburg. The Prairie provinces have thus two sources 

from which they may get their sugar for consumption. 

Should the whole Prairie country be open on equal terms 

to both the Vancouver and the Eastern refineries? This 

v/ould not be satisfactory to the railways. In the United 

States sugar is refined at San Erancisco, ^ew Orleans, 

and at several places in the Eastern states. The Chicago 

and Middle West is a big market, and it will get its 

sugar from all three directions. T,he railways serving the 

pacific coast do not go east of Chicago and St. Louis, and 

are interested only in the development of the San 

Erancisco refinery. $he trunk line railways stop at 

Chicago and St. Louis and are interested only in the 

astern saqtSray* refineries. And the Illinois Central 

and other north and south roads wish to build up the 
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southern refineries. The result is that the rates to 

the Middle West market are the same from all directions 

irrespective of distance. The Canadian situation is 

different "because ihe same railways which serve Vancouver 

also serve the Eastern refineries, and desire to build up 

both. In consequence of this the rate structure on sugar 

(and commodities similarly distributed) takes the form of 

a line where the rate from Vancouver equals the rate from 

the East (all the Eastern refineries getting the same rate). 

There will be no large blanket territory. If Vancouver 

sugar saotibft competed with Eastern sugar at Calgary and also 

at port Arthur, it would mean that the rates at both places 

would also be the same (or elBe the long-and-short-haul 

clause would be very much violated) and tx. the over-lapping 

movement would be just so much waste to the railways. If a 

railway served -yancouver only but did not go east of Port 

Arthur it would put in sugar rates enabling Vancouver to 

compete in the whole of the territory served by the railway. 

If a railway serving the East went as far west as Calgary at 

the same time, then a blanket rate would exist. But under 

existing conditions a dividing line is the solution. The 

difficulty arises in determining where this line should be. 

]?or a number of years the rates used to meet at Portage 

la prairie, but the Vancouver refinery could absorb the 
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additional rate to Winnipeg and so compete in that city. 

Then the Pere |$arquette Railway serving Wallaceburg decided 

to tap the sugar traffic. Connecting with other American 

railways it lowered the sugar rates from Wallaceburg to 

Manitoba points served "by branches of the Great Northern and 

northern Pacific. The Canadian Bailways to keep the business 

in Canada were compelled to lower their rates from the East 
v 

to IiSanitoba proportionately. But the rates from Vancouver 

were not lowered, so that the dividing line was pushed 

farther west. It was not a matter of first importance to 

the railways as to just where the line should be, and 

therefore they tXVtSMt, reasoned that if rates from the jjjjast 

were forced down there would be no advantage in lowering 

the rate from Vancouver as well when not compelled to. inhere 

was, of course a complaint about this} but the Board 

decided that it was the right of at railway to lower rates 

which were already reasonable if forced to by competition, 

but could not be compelled to $sixiK offer »uch a low rate 

if it did hot wish to. The dividing line continued to 

shift, but the Western Rates Case set it at Portage la 

Prairie again. But in 1918 during the general rate increases 

the line was moved westward to nearly Regina. In the 1922 

Equalization case ^ e matter came up again, and an un­

successful attempt was made to move the meeting point back 

1 B. C. Sugar Refining Co. v C P. Ry. Co., 10 C. R. C. 169, 
(1910). 
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to Portage la Prairie. The Canadian Pacific intimated 

that it would be perfectly satisfactory to it, if the 

men interested in the sugar rates would get together and 

determine for themselves ±Jae where the dividing line should 

be. But it is not likely that this could be done, or any 

satisfactory decision reached. It would be difficult to 

determine even impartially where a fair meeting point ef the 

rates should be. Portage la Prairie is about half way 

between Montreal and -yancouver and might be the fairest 
sugar 

dividing point. It permits the Vancouver/to get into 

Winnipeg and is therefore satisfactory to the British 

Columbia refinery. But there are more refineries in the 

ijj&st and they feel that the Regina-Saskatoon dividing line 

is fairer, because producing more sugar they ought to have 

±3HE a larger share of the market in dispute. The only 

solution would seem to be a compromise*.ojpi*- The sugar 
< 

question is typical of the situation which will probably 

develop if British Columbia begins to send manufactures and 

other goods to the Prairies in competition with the East. 

Pruit is another commodity of importance moving 

eastward, Fruit is a perishable product and must go by 

express and not by freight. Scarcely any Ontario fruit is 

shipped to the Prairies.1 But the British Columbia fruit 

1 I was employed one summer by the Canadian ̂ rational 
Express Co. and handled the fruit shipped out from the 
Hiagara peninsula. Though there were thousands of 
shipments daily to all parts of Ontario, Quebec and the 
Maritime provinces, - only on two^or three occasions did 
any fruit go to the West and ^ $ $ to only Winnipeg and 
Brandon. It will be recalled that the Crow's Nest fruxt 
rates have nothing to do with the express companies. 
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has competition in this district with American fruit. The 

latter was the fir>st to enter the Prairie market and had an 

established business there before the British Columbia fruit 

industry:ammam& began. The problem in this instance is 

chiefly zxtxirttt. one^keeping the American fruit out by a 

customs duty. The British Columbia fruit men wast a high 

protective tariff, while the Prairie consumers are perhaps 

;han from more anxious to get their fruit cheaply tharr from British 

Columbia alone. Low rates might drive out the American 

fruit, but express rates can never be very low. Also the 

express companies give a service different from the ordinary 
-" They 

freight service, /aovt divide all their traffic into half a 

dozen major classes and are not inclined to quote special 

rates. Their business is handling small shipments of high-

grade articles and they rarely put in special commodity 

rates on even the perishables, they carry. .Also it would 

be possible for the rates on American fruit to be lowered. 

The express rates are therefore not the difficulty. The 

interests of the British Columbia fruit men would be best 

served by placing a high duty on imported American fruit. 

Oil from British Columbia is shipped into Alberta. 

This oil is refined at loco by the Imperial Oil Company, 

imports its crude oil from South America. This 

company also has a refinery at Regina, from which Saskatchewan 
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is supplied. In this case the crude oil is imported from 

Wyoming. The company also refines oil at Sarnia, and 

jjanitoba is supplied from here by way of the Great j/ikes 

and Port William. This oil is from the Western Ontario 

oil fields. With the same company refining oil in different 

parts of the country, this division of the Prairie market 

seems the "best. There would be no purpose in shipping oil 

from loco farther east. At the same time there are other 

companies supplying the Prairie market. Refined oil is 

shipped into Alberta from Caspar, Wyoming, and from other 

places in the United States. In the case of these American 

refineries the crude oil is right at hand and does not 

have to be brought from a long distance, so that it can be 

charged higher rail rates into the Canadian West and yet 

compete. To meet this situation the rate from loco had to 

be lowered. The Canadian Oil Company of Petrolia, Ontario, 

also ships to the North-west and has asked for rate reductions 

to meet American competition. But in the case of a product 

like oil which has several sources of supply, no one source 

may expect to supply a very wide market. The competitive 

conditions are not due to the railway rates. 

Another commodity of some importance shipped eastward 

from British Columbia* is rice. As this is milled and 

cleaned in Canada it is not altogether an import. Before 
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the war a mill in Montreal supplied nearly the whole 

Canadian market. It received its raw rice from India "by ah 

all-water haul. The outbreak of the war cut off the 

supply of rice from this source, and the Montreal mill 

"began importing from Siam, China, etc., via Vancouver. A 

low transcontinental rate was necessary on the railways to 

meet the possibility of competition via the panama Canal, 

With the raw rice moving across the continent, there was 

no reason why the rice milled at Vancouver and Victoria 

should not. The demand for rice had considerably increased 

so that the Pacific coast mills were enabled to ship their 

rice right into Eastern Canada. This they still do, though 

there is a possibility that the rice from Louisiana and 

Texas mills with its shorter haul may get into Eastern Canada 

on rates that it would not be profitable for the Canadian 

railways to meet. The British Columbia rice (from China) 

is, however, of a better quality than the rice milled in 

the United States (chiefly from Japan and China). 

paper, both building and roofing, from the mills 

at Ocean Palls and Powell River, is another British 

Columbia product of some importance which finds a market on 

the Prairies. 

Besides the commodities which may be considered as 

British Columbia products, there is added to the volume of 

- Martin & Robertson and Imperial Rice Milling Co. v 
o Canadian Freight Association, 24 C. R. C. 141. 
d See Equalization of Rates Case, 1922, p. «5o-61. 
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eastbound traffic a number of imports, mo3t of which 

come through the port of Vancouver. Practically all the 

imports from the Orient and the East.Indies enter Canada 

at the Pacific ports. These consist principally of tea, 

coffee, cocoa, fruits, gums,, fibre, indigo, manganese, 

black oxide, nitrate of soda, certain oils, raw rice, 

raw sugar, etc. Most of these are of very little 

importance. The tea goes all over Canada —. even as far 

as Halifax — but the total tonnage of tea moving is 

necessarily small in comparison,with a number of other 

articles. The coffee can get as far as Winnipeg, but as 

most of the world's coffee supply comes from Brazil and 

other South American countries most of the imported coffee 

comes through the Atlantic ports. The Vancouver coffee 

could not expect to compete in the East. The sugar is 

refined in Vancouver and the rice milled at either 

Vancouver or Victoria. The others are of but slight 

importance. Manganese was of some importance during the 

war. Nearly all of it goes to the smelters in Pittsburgh. 

Castor oil goes to the soap factories at Winnipeg and 

Hamilton, The fruits jafcxx will not carry. The rest come 
1 

in in but small quantities. 

The opening of the Panama Canal should make possible 

1 See Equalization of Rates Case (1922), Vol. 385, p. 878-81. 
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the import of many things from the United Kingdom, Europe 

and from the Atlantic coast of the United States and 

Canada. At present, however, there is nothing of very 

much importance importance arriving at British Columbia 

ports from these sources. There is nothing which the 
1 

railways could be expected to carry to Prairie markets. 

Of all the commodities moving eastward from British 

Columbia, lumber is more important by far than all the 

rest put together. It is a bulky commodity and makes for 

a large tonnage. If it were not for the lumber moving 

eastward, there would be little possibility of the 

railways putting low export rates to the pacific ports on 

grain, for there would not be a sufficient tonnage In 

the opposite direction to balance this movement. Most of 

British Columbia's important products find a market on the 

Prairies, yet the movement from Eastern Canada is much 

greater. This consists chiefly of a great variety of 

manufactured products. As things are at present, it 

cannot be said that the rates eastward from British 

Columbia hurt the industries of that province to any 

great extent. Lower rates are desirable on a number of 

things which might be manufactured in British Columbia and 

shipped to the Prairies. This would probably not be in 

The statistics $83&H of the exports and imports of the 
port of Vancouver published in "Harbour and Shipping" 
(monthly) are the most readily obtainable. 
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the best interests of the railways which prefer the long 

haul from Eastern Canada. The movement from pastern 

Canada also helps to balance the heavy movement of grain 

eastward, and the heaviest shipments to the West are 

during the grain season. In considering the possibility 

of a large import trade through Vancouver to the Prairies, 

it must be remembered that two-thirds of Canada's imports 

are from the United States and involve no water movement 

at all. tfxtxssxxBxm IHrtux About two-thirds of the remaining 

imports come from the United Kingdom and Europe, and tjre 

bulk of'this will naturally enter Canada via the Atlantic 

ports. Thus under the present circumstances the actual 

railway rates from British Columbia eastward do not 

seriously hurt either British Columbia's home industries 

or its import trade. Lower rates on many things might 

develop several new kinds of traffic, and with a growing 

export grain trade it is probable that new movements 

eastward will have to be developed to create a balance. 



CHAPTER XI 

EXPORT, TRANS CONTINENTAL, DISTRIBUTIVE, PASSENGER, 

AND EXPRESS RATES 

All the products of British Columbia for export naturally 

go via the Pacific ports. These include lumber, shingles, 

wood pulp, canned fish, frozen, salt and cured fish, lead 

and spelter, and apples. But British Columbia ports 

also wish to handle the export business of all western 

Canada. The exports of the Prairies are wheat and flour, 

and these commodities are easily Canada's most important 

exports. The Pacific route is possible only if railway 

rates are favourable, what, then, is the present 

situation? 

Grain growing is the basic industries of the prairies. 

The amount grown is more than can be consumed in Canada, 

so that a great deal of the grain must seek outside markets. 

Almost four-fifths of the export grain goes to the United 

Kingdom and to Europe. Of the rest,the United States takes 

about two-thirds and Japan and China nearly all the 

remainder. The European market is thus by far the most 

important, and it appears as if̂ P it will remain so for 

some time to come. The Oriental market has grown, but 

wheat is not KRX30S3BB»xiKXXH5tx3oxK regarded as a necessity 

by the Oriental so that he will buy only a limited amount. 
his 

Being so far away from %%& ijrinci-pal. market and also 

so far from tide-water, the transportation problem is 
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necessarily important to the Prairie farmer. The distance 

the grain has to he shipped makes high transportation 

charges necessary no matter by what route it is shipped. 

XtaExXjocteix These transportation charges make up a very 

large gxtsx part of the total cost of the grain, so that 

there is every reason why the railway rates should be such 

that the grain can travel by the least costly route. 

Up till a few years ago practically all the grain 

moved eastward. The movement was to either Port William or 

Port Arthur, the rates being greatest for the longer 

distances. At Fort William and Port Arthur most of the 

grain was transferred to the lake freighters. There were 

several alternative routes, it The grain could be carried 

to one of the Georgian Bay ports as Depot Harbour, Port 

McXTicoll, or Midland, and then moved to Montreal by rail. 

Or it could be shipped farther down the Lakes to a place 

such as Goderich, and transported from there by rail to 

Montreal. If it went down to Lake Erie it might be landed 

at Toledo, Cleveland or Buffalo, and thence go to one of 

the United States' Atlantic ports for exportm. It also 

might be landed at port Colborne, and there either put on 

a smaller ship which could pass down the Welland Canal and 

so reach Montreal by an all-water route, or else move from 

Port Colborne to Montreal by rail. The Western grain crop 
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is a heavy one — in fact, grain comprises about fifty-

five per cent of the total tonnage carried by the railways 

in Western Canada -- and as the movement takes place in 

the fall, there is always a rush to get as much grain as 

possible to the head of the Lakes before the season of 

navigation closes. The remainder of the grain must be 

shipped all the way to the Atlantic by rail. With the 

port of Montreal closed during the winter months, St* John 

becomes the exporting port. 

With the opening of the Panama Canal, Vancouver 

began asking for export grain rates from the Prairie to 

the Pacific coast *»x*)ndsx*XK low enough to make a movement 

in that direction possible. Vancouver's argument was xkai 

and is that the route is a very practical one. The rail 

haul is a comparatively short one, and the longer water 

haul does not mean very much higher rates. Each year there 

is a great congestion at the head of the lakes, and the 

handling of the grain crop is always a difficult problem. 

At the same time more and more grain continues to be 

exported via the United States, which is of course not 

desirable. Vancouver (and possibly Prince Rupert) is 

without question the only gateway by which the grain for the 

Orient should go. But as this is not a very large movement, 

the Western route would be of but little importance if it 
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were not possible to ship to the European market via the 

Panama Canal. 

But despite the advantages of the Vancouver route 

the railways have been slow in diverting the grain movement 

in that direction. It was feared by some at first that 

wheat could not pass through the tropical heat of the 

Canal zone without "sweating" and spoiling. It is now 

apparent that such fears were groundless, and indeed before 

the panaxna Canal was ever built wheat had occasionally 

gone from Vancouver to Liverpool via Cape Horn without 

being spoiled in the least by the heat. The railways also 

seem to prefer the long haul eastward to the short haul 
a 

westward. Besides being/longer haul, the Eastern route 

results in a better balanced movement. It is also the old 

established route and the railways are never anxious to 

break up the long accustomed nhannels of traffic to experiraent 

with new ones. 

In spite of the lack of enthusiasm on the part of the 

railways, Vancouver has developed into an important grain 

port *£*& in a remarkably short time. The following are its 

wheat exports in bushels since 1921: 

1921 1922 1925 

To Orient 359,429 3,681,150 5,397,108 

To United Kingdom 891,642 10,783,738 18,771,505 

Tp South America 4,193 4-94,404 

To Other places ........ 

Totals 1,251,071 14,469,081^ _24,665,017 

1 Taken from "Harbour and Shipping". 

1924 

15,817,083 

40,772,974 

156,403 

1,127,526 

55,875,786 
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Besides the large increases in the total amount exported, 

it will be noted that a very large quantity of grain is 

able to find its way to the British market Toy this route. 

The rate by the Eastern route is made up of the 

rail rate to the head of the lakes, the water or water 

compeeled rate to the Atlanofcdjc seaboard, and the ocean 

rate, fine rate by the western route consists of the-rail 

rate to "Vancouver and the water rate to Europe (Liverpool 

principally). Allowing for diffeances in marine insurance, 

port dues, the Panama Canalt toll, and so on, there must 

be some point or points at which the combined rate in one 

direction equals the combined rate in the other. For points 

east of this the rail haul to Port William or Port Arthur 

will be somewhat less, and that to Vancouver somewhat more. 

The combined rate ey the Eastern route will therefore be the 

lesser and the grain will move that way. Similarly for places 

farther west the advantage will be for the Vancouver route. 

In other words there will be a dividing line somewhere in the 

Prairie, tftKxgxstte and from points east of it the grain will 

go via the Atlantic ports while from points west of it it will 

go via the Pacific. Where should the line be? It used to 

be such that the whole prairie grain-growing area was east 

of it. But gradually the rates to Vancouver have been 

reduced in the face of persistent demands. On Sept. 13, 

1920 the rate from Calgary to Vancouver was 35^. On Jan. 1, 
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1921, it was reduced to 3V; on December 1 of the same 

year to 31^; on August 1, 1922, to 25^; and on October 22, 

1923, to the present rate, 22^ . Prom Calgary to 

port William the rate is 26^. The mileages in the two cases 

are? 642 and 1,310. The reductions from Calgary are typical. 

At present the dividing line is just east of the Saskatchewan-

Alberta boundary. This is not satisfactory to Vancouver, 

which claims the territory is not fairly divided. This is 

because Alberta is at present the smallest grain producer of 

the three Prairie provinces, though there is a likelihood 

of it becoming the greatest in the future. But for the 

present Vancouver thinks it is not getting its fair share of 

the traffic, and wishes to handle the grain of the greater 

part of Saskatchewan. 

Such is the export grain problem. The case of flour 

is similar, and there is no other Prairie export of any 

great importance. It must be remembered that the Crow's-

Kest Pass Agreement)1 Mftqa itf s what are now very low rates on 

grain moving east. Thus the rates to "Vancouver meeting this 

competition also have to be low. The result is that Canada 

gets the lowest grain rates in the world. But the European 

market is so far away that the total rates to be paid to 

ship grain there amount to a considerable sum, so that the 

Prairie farmer is apt to grumble at the rates. The opening 

of the Western grain route would seem to improve the situation 



- 171 -

for him by establishing an alternative route. There are 

a number of other possible routes which may alter the export 

grain rate structure still further. The Hudson's Bay route — 

whether practical or not — is more than a possibility, as 

Manitoba and Saskatchewan are apparently determined to have 

it. At the same time the Timiskaming and Northern Ontario 

Railway is being pushed up to James Bay, and it might carry 

some of the grain traffic. The ffglrfonofrcg new Welland Canal 

is nearly completed, and this will make the Eastern route 

more attract ire by doing away with the necessity of unloading 

at Port Colborne. The much talked-of St. Lawrence deep 

waterways scheme may also become a ve&lity sooner or later. 

It would then be possible to load grain at the head of the 

Lakes on ships which could carry it straight to Liverpool. 

This would insure the bulk of the grain moving eastward 

instead of west. 

In connection with the grain rates, the complaint of 

British Columbia concerning its domestic grain rates should 

be mentioned. From Calgary, for example, the rate on grain 

for export is 22̂ /zr, while for domestic use it is 41^. It 

is then argued that if the 22-^frate yields a profit to the 
•*kt5rft« 'tV*«><u* 

railways (and if ̂ -did not 44 would probably not be carried) 

the 41£ rate must yield very exorbitant profits. This sort of 

complaint is one which is continually arising, and ~pM^£feF 
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which is nearly'always.turned down. It is aHlong 

established principle that export rates must be lower than 

domestic rates. The reason for this is partly because the 

export rate is only a part of a through rate which is 

necessarily less in proportion to distance, but chiefly 

because each port is competing with each other for the 

export business while there is no such competition in the 

domestic business. On the face of it the 4-ljzf rate might 

seem to be quite out of line with the 22-̂ zf rate, but no 

proper conclusion could be reached without a great deal 

of technical study of the facts. It must be r>emember'ed 

that what the export rate is has really no ̂ ffect on the 

domestic rate; and also that the 22-^ rate is probably 

much less than is sufficient for th4 export grain to 

contribute its proper share of general expenses and 

fixed charges of the railway, so that the domestic rate 

must contribute somewhat more. 

Before ever the Panama Canal was built, the 

possibility of communication between the Atlantic and 

Pacific coasts by water compelled the railways to charge 

low transcontinental rates. vessels could make the trip 

around Cape Horn, or they could land their cargoes either 

at SSJGK* Puerto, Mexico, and have them carried via the 
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Tehuantepec National Railway to Salina Cruz on the Pacific 

where ithey could he loaded on a north "bound vessel or else 

land them at panama and have them carried across the Isthmus 

"by the £anama Railway and thence northward by vessel. All of 

these routes have been important, and the only reason that 

the bulk of the transcontinental traffic has not gone over 

them is that the railways have alwayB kept in force low 

transcontinental tariffs. There was always the danger of the 

movement being diverted to the cheaper water hauls if the 

rail rates were raised. 

Until 1916 the competition which existed for the 

transcontinental business between the American and Canadian 

railways resulted in the same tariff applying in both 

countries. In that year, however, the Canadian Freight 

Association began filing transcontinental tariffs of its own. 

Rates to and from the Pacific coast ports and Eastern 

Canada were compelled to be unduly low because of the water 

competition. But to places in the interior there was not 

the same necessity for charging low rates, ^hus in the days 

before regulation the Canadian pacific used to charge much 

higher rates to interior British Columbia points than to the 

coast points. This caused a great deal of discontent, and 

places like Kamloops undoubtedly suffered by paying higher 

rates than' charged on the longer haul to Vancouver. The 
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Doming of a regulative tribunal together with the increased 

prosperity of the Canadian Pacific Railway resulted in the 

removal of most of these grievances. At the present time 

the rule that interior places should be charged at least no 

more than coast points is fairly strictly adhered .to. 

But the building of the Banama Canal zKyxBjca has 

brought a new factor into the situation which may in the end 

be a most disturbing one. It is now possible to have a much 

more efficient competition in the inter-coastal business. The 

United States' Pacific railways are already feeling this 

competition, fhe transcontinental rate problem has always 

been a serious one in the United States. Formerly places in 

what is known as the Inter-mountain territory were charged 

much higher rates than the Pacific coast terminals. A long 

series of cases brought about chiefly "by the complaints of 

the cities of Spokane and Reno resulted in very much improved 

conditions. Now, the Transcontinental railways, none of 

which go east of Chicago, St. Louis or New Orleans, are 

seeing more and more of the Pacific coast market being 

supplied by Atlantic coast cities. To maintain the Kiddle 

West cities in competition for this business lower rates are 

necessary. And if tSiâ riTlrerrTli-fcse the railways maintain 

that it would be quite impossible to lower the rates for the 

Inter-mountain territory. To do so would mean simply 

bankruptcy. £s yet, the Canadian transcontinental traffic 
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via the water route is negligible, hut it is probable 

that as the advantages of the Panama Canal come to he 

"better realized that this business will grow. And if 

the railways are compelled to lower their transcontinental 

ratee to meet this competition, they may not find it 

possible to lower their rates to interior points as well. 

There is a possibility of a difficult transcontinental rate 

problem ahead similar to that of the United States. 

Before the days of the Panama canal the Elder, 

Dempster Steamship Company used to operate a line of freight 

steamers from Montreal in the summer and Halifax and 

St. John in the winter to Puerto. Here the cargoes were 

loaded on the Tehuantepec national Railway for the short 

haul to Salina Cruz. At this place a connection was made 

with the Canadian Mexican Steamship Lines and the cargoes 

carried up to British Columbia. The Elder, Dempster 

Company complained that the railways would not quote export 

rates into Montreal, Halifax, and St. John on this 

business, and instead charged the higher domestic rates. 

The matter was taken before the Railway Board, which 

decided that as the commodities were destined for Canadian 

places they could not be considered as exports and also 

that the railways could hardly be compelled to encourage 

competition with themselves. The Board therefore refused 
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to older export rates to "be put in force." But this 

discouragement to thexjHWK* inter-coastal trade by water is 

not serious. 

Formerly the ganadian transcontinental rates used to 

he based on the Chicago rate. At present the Toronto-Montreal 

group, a "blanket rate territory including all south-western 

Ontario, serves as the base. It is subject to the water 

competition via Montreal. Places east of Iiontreal are placed 

in various rate groups each of which is charged a fixed 

differential over the Toronto-Montreal rate — the differentials 

being highest for the greatest distances from Montreal. 

On the pacific end of the line some seventy places 

are listed as terminal points and all get the same transcon* 

tinental rates. Seventeen more places get rates siade up 

of the transcontinental rates to the terminal together with 

differentials of five cents per hundred pounds on car-load 

business and of ten cents for less-than-car-load business. 

One place gets differentials of seven and a half cents and 

fifteen cents respectively. 

Nanaimo has had the chief cause to complain m h this 

arrangement. It was formerly listed as a terminal point, 

but in 1915 the railways decided that water competition had 

practically ceased there and transferred it to the list of 

places paying the five and ten cent differentials. This put 

tanaimo rateg__on_Jhe same basis as the other Esquimult^and 
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yanaimo Railway points with the exception of Victoria and 

Esq ircult. Hanaimo was seriously hurt and Btatwtf protested 

to the lailway Board. It was found that the Canadian pacific 

had formerly taken the traffic for Nanaimo to Ladysmith by 

car-ferry and thence to yranaimo by rail, but not owning the 

transfer facilities at ^adysmith this traffic was now 

routed via Eaquimault. At the same time the Board found 

that it was merely a case of water competition, and as 

theae competitive rates are necessarily below what would 

otherwise be reasonable, the railways cannot be forced to 

meet this competition. 

The transcontinental traffic is principally a westward 

movement, for there is comparatively little traffic moving 

in the opposite direction. 

Distributive rates are the sources of Lever ending 

troubles. If a railway made all its shipments direct from 

the source of production to the point of consumption, its 

business would consists chiefly of handling a great many 

small shipments. On its long hauls it would have to stop 

at nearly every small station to unload a shipment. To 

avoid this waste the railways select certain places and offer 

them more favourable rates on car-load quantities than the 

surrounding places. Thus the railway will be able to ship 

- 20 0. E. C. 224 (1916). 
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in oar-load lots directly to the favoured point, where the 

shipment will be broken up into small lots and shipped to 

the surrounding consuming points. In this way the less-

than-car-load movements are comparatively short. 

The difficulties connected with these rates are that 

the distributing centres have to be more or less arbitrarily 

selected; and there are continual protests from the less 

favoured places jSiSrclaim that they are Sfglmmr^distributing 

centres and should be allowed distributive rates, or else 

they complain that their tributary territory is not large 

enough. In Western Canada Winnipeg was the first distributing 

centre. Car-load shipments arrived here, were broken up, 

and shipped to the various places throughout all Western 

Canada. As a result the Winnipeg jobbing business flourished 

with the growth of the West, and the city did its best to 

prevent other places receiving the same benefits. The 

Regina Board of Trade Case (1912) decided definitely that 

Winnipeg waB not entitled to retain this monopoly of the 

business, and cities like Kegina, calgary, Edmonton, and 

Saskatoon wwwx* ought to have the same advantages. A number 

of other distributing points have since grown up, but 

Winnipeg continues to be of most importance. The first class 

rates to Prairie distributing points cannot be less than 

eighty-five per cent of the standard first class rate. This 

was fixed by the Western Rates Case. In British Columbia 

the distributing points (with the exception of V̂ancouver and 
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New Westminster) cannot have rates less than the Pacific 

Standard minus fifteen per cent of the Prairie Standard. 

The Prairie distributing points get uniform rates fifteen 

per cent below standard, but the per centages vary in 

British Columbia. 

The mixing privilege question is bound up with the 

distribution problem. In pastern ganada if a shipper cannot 

fill up a car with one commodity, he is allowed the 

benefit of car-load rates if he can complete the load 

with other commodities — the whole going as one shipment. 

He pays the car-load class rate of the highest classed 

commodity in the load, -̂ est of Porx Arthur the privilege 

is more limited. Commodities of different sorts are allowed 

to make up a car-load only if they all come under a 

distinctive heading such as groceries, hardware, agricultural 

implements, etc. As this works out in the West, places 

large enough to take a car-load of various different 

goode but which are not large enough to take a car-load of 

any particular kind of goods, do not get the benefit of a 

direct shipment. Instead, the shipments go to the nearest 

distributing centre in car-loads and reaches the particular 

place in less-than-car-load lots. There have, of course, 

been several attempts to get the "open" system of mixing put 

in force in Western Canada; but the already favoured places 

have strenutttely resisted this^rguing that such a system would 
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work a serious injury to the Western wholesale centres 

and at the same transfer the business to the jobbers and 

brokers of Eastern centres suchas Toronto, Hamilton, and 

Montreal. These places would be able to ship directly to 

several places in the West, instead of through the festern 

distributing centres. The whole problem is one of balancing 

the distributive areas. Each jobbing centre wishes to 

have as large a territory as possible tributary to it, and 

at the same time opposes the attempts of other centres to 

extend their tributary areas. The railways are in a difficult 

position in trying to satisfy the claims of all the 

would-be distributing centres. 

ft was noted before that Vancouver had protested to 

the Railway ^oard because it was actually possible for 

Winnipeg wholesalers to ship into Eastern British Columbia. 

In the end Winnipeg had to give up this territory. At 

present Kamloops, Revelstoke, Vernon, Eossland, Nelson, 

Cranbrook, and Eernie all act as distributing centres in the 

interior of British Columbia, and they oppose any attempt 

of Vancouver to increase its tributary territory. Vancouver 

as a manufacturing and importing oentre for articles of 

consumption on the Prairies, would make that city a 

distributing centre for the Prairies of a kind similar to 

jk&a*P«f the Eastern cities which at present ship to the 

* p. 80. 
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Prairies. Vancouver would not ship directly to the 

consuming centres but to the nearest jobbing centre. 

The passenger business is of much less importance to 

the railways than the freight business. The latter earns 

about seventy per cent of the total revenue, and the former 

less than thirty. At the same time passenger fares are 

more easily fixed as there are fewer things to be taken 

into consideration. Under the Railway Act passenger 

tariffs must be either standard or special. There could 

be no competitive tariffs, for passengers could not be 

expected to pay more for riding a part of a total distance 

than for the whole. Competition plays a large part in 

determining the fares, but it is not subject to so many 

complications as is freight competition. 

The standard tariff structure for passenger fares 

follows somewhat the same plan as the freight tariff 

structure, though there is not the same spread between 

the Eastern and Western fares. Standard fares of 3, 

3 1/3 and 3̂ -c per mile have been in force in -various 

parts of the country. By 1914 there was a uniform 3/z" 
fare 

standard xa±* east of Calgary. West of Calgary the fare 

was 4/zT per mile. Up to 1901 it had been 5/2f. In the 

Western Kates Case British Columbia asked for a reduction 
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but the Board decided that inview of the higher costs of 

operation through the mountains this would not be granted. 

BaadtggxjflnpqBPBHgE* The general rate increases allowed 

during the Great War did not apply in British Columbia. 

Up to September 13, 1920, the passenger fares east of 

McLeod, calgary and Thornton were subject to a maximum of 

3.45^ per mile, while west of these places the fare was 

still 4/2f. The twenty per cent increase which went into 

effect on that day was subject to a limit of four cents, so 

that the standard fares became practically equal. But on 

January 1, 1921, the eastern rates were lowered to 3-795^, 

and on July 1 of the same year were lowered again to 3.45^. 

This is the extent of the discrimination at present* so 

far as the standard fares go. The majority of the people 

travel on special fares, but as in the case of freight the 

special fares in British Columbia are generally higher :. 

aJsBJdpeOtKXK to about the same extent that the standard fares 

are. During the summer season low tourist fares are put in 

effect, and these are the means of attracting many visitors 

to British Columbia. Busied with other things, British 

Columbia has not yet made a determined effort to have the 

discriminations in passenger fares removed although planning 

to do so in the future. 

The express companies have also seen fit to charge 
_--._» • - - . — 

x 17 C. R. C. 123. 
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higher rates in British Columbia than elsewhere "because of 

higher operating costs in the mountains. There are four 

standard mileage tariffs. Tariff A applies to all points 

east of and including Windsor and Sudbury with the exception 

of the Timiskaming and Northern Ontario Railway points, 

lariff B extends westward to Crow's Nest, Canmore and 

Thornton in Alberta. Tariff C applies to the lines west of 

these places as far as the Pacific coast, and also to 

Vancouver Island transfer points. Tariff D is used on 
v 

Ss-ncouver Island. At one time these tariffs were such that 

the 900-1000 mile group in A territory was charged $3.00 per 

hundred pounds, B was charged $5«00, and C was charged 

$6.00. Later the latter two were reduced to $4.00 and #4.75 

respectively. Tariff D is much like Tariff B but covers 

only short distances. 

In British Columbia fresh fruit and fish are carried 

by express, but on the whole the express business is 

concerned but little with the regular movements in the course 

of trade, because of this express rates, like passenger 

fares, are not often the subject of complaints. But with 

the settlement of some of the more pressing freight rate 

problems, there will in all probability arise a persistent 

demand for equalized freight rates. 
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