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'rms thesis examines the Canadian Trucking Industry and 

forecasts possible gro\vth. 

In the pa st four decades, Canadian trucldng has increased 

considerably. Road and rail competition has been keen, especially 

for higher-valued products. Road service advantage has been pitted 

against rail economic advantageA Road transport tends to be the 

shorter-haul carrier, \'lhile rail tends to be the longer-haul carrier. 

The National Transportation Act, designed to foster 

competitive control of transportation to the greatest degree possible, 

appears to be more favourable than adverse toward road transport. 

Federal labour and safety legislation has, and \'lill, increase costs 

for the Industry but technological and other changes would appear to 

offer benefits. Further, the Industry presents a fairly favourable 

financial situation. 

A statistical projection suggests a 109.5 per cent increase 

in intercity net t~n miles from 1963 to 1972, and a 79.0 per cent 

increase in urban net ton miles from 1963 to 1972. 
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PREFACE 

The object of thia the sis is to examine the Canadian 
Truoking Industry, to determine ohanges \'lhich are taldng place and 
those l'lhich may take pla.ce in the future, and to a.ttempt a projection 
of economic growth. 

In the past four decades, the Trucking Industry in Canada 
has grOl'ln considerably. Severe competition has existed bet11een road 
and rail transport. The service advantage ot road transport has 
been effectively competitive in the short- and lnter.madiate-haul 
markets, for gooda of high value. The economic advantage of, rail 
transport bas enabled this mode of transport to be more effective 
in longer hauls. 

There is a lack of documentation of material on road 
transport in Canada.. Proba.bly th1s iD becauae of the atomistic 
nature of the Induatry, l1h1ch bas been an important control factor. 
Also, the Induatry haa grot'1n fair ly rapidly. One stucly, made about 
1959, on road/rail competition, l'ms included in the r·!acPheraon Royal 
Connniosion Report. To the 'uri ter' a ImO't'Tledge, a detailed study of 
the Trucldng Industry and i ts future, aa conta.ined herein, ha.s not 
been made. It iD felt this the ais la necessary and useful because 
of the many changes l'Ihich have baen effected in rscant years, and 
becauae of the dynamic nature of the transportation industries. 

In addition to the overall study, it is believed that 
coverage of the follot'ling major subjects, in the for.m presented 
hereil1, constitute an original contribution. First, there is in­
cluded an economic &a~sis of railtmy competitive rates and their 
effect on road transpol't. Second, there ia an economic analysis of 
demand for road and rail transport in Canada.. Third, an attempt is 
made to asaess, from an overall point of view, tha affect of tha 
National Transportation Act and Federal labour legislation on road 
transport. Fourth, thare is an examination of the possible affect 
of technological and other changea on the Induatry. Fitth, a financial. 
comparison of the Induatr,y l'dth other modes of transport, other 
Canadian industries, and United states carriers, is inc1uded. Sixth, 
thera is calculated a statistical projection of the Industr,y's pro­
duction to 1972. This is bas ad on the Gross National Product in 
current dollars. There ia 81so a geometric projection of the various 
components of the Industry. 

Valuab1e assistance has bean received from a numbar of 
persons and organizations. Those l'lho have aupplied material and/or 
discussed pertinent matters inc1ude l-lassrs. John l-!agea and 
1-iarius Gendreau, Canadian Trucldng Associations, Inc., otta:t'la.; 
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Mr. W. Morris, Automotive Transport Association of B.O., Burnaby, 
B. O.; l~. J. l·IacDutf, Gill Interprovinoial Lines, Ltd., Burnaby, B. O. ; 
111". H.H. Williamson, Transport Tariff Advisor, Burnaby, B.O.; 
~Ir. O. Baron, Oanadien Pacifie Raill'1ay Oompany, Vancouver; 
Mr. J .A. Donaldson, Motor Transport "Industrlal Relat~one Bureau 
(Inc.), Toronto; Mr. Eric Gracey, Oanadian Induatrial Traffic League, 
Toronto; ~!r. E 8 J. Roberte, Oana.di.an Transport Tariff Bureau Association, 
Toronto; Mr. W.P. Ooughlin, Oanadian Freight Association, Montreal; 
Mr. Gabriel Alter, Steadman Industries, Limited, Rex.dale, Ont.; 
Mr. D.H. Jones, Northwest Line Elevators Association, Winnipeg; 
Mr. Bruno Legace, Oonsultant, vlinnipeg; Professor Om P. Tangri, 
University of Manitoba, Winnipeg; The Raibmy Association of Canada, 
Montreal; Dominion Electrohome Industries, Limited, Kitchener, Ont.; 
Oanadian National Rail\1B.ys, Montreal; the American Trucldng 
Associations, Inc., l'lashington, D.O.; and the Net'l York Oentral System, 
New York. 

In addition, various members of the Transportation and 
Publi.c Utili ties Division of the Dominion Bureau of Statistics, The 
Board of Transport Oommissionera for Oanada., the Department of Transport, 
the Depart.ment of Finance end the Department of La.bour of the Federal 
Government, have been most helpful in aupplying statistica.l and other 
material. 

1·1rs. Helen G. l·Ioore of Vancouver Oit Y Oollege, has very 
lclndly devoted considerable time for discussion of various aspects 
of the economic analysis. This ia moat appreciated. 

Finally, the ,'.r.riter is greatly indebted to Professor 
E.F. Beach for his careful direction and assistance given in the 
preparation of this thesis. 

A. L. Dartnell • 

.. , 
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CHAPTER l 

THE MOTOR VEHICLE AND TRUCKING IN CANADA 

INTRODUCTION 

In the past fifty years motor truck transportation has 

been an important factor in Canada' s: economic life. This thesia 

concerns the Canadian trucking industry and the more important 

factors affecting its future. Examination is undertaken of such 

matters as raih'1ay competitive rates" demand for road and rail 

transportation, Federal legislation, technological change and finan­

cial factors. Also, a matheUk~tical projection is made of the 

industry. Economic analyses are included, lr/here appropriate, and 

conclusions are advanced on the future of the industry. Before 

proceeding into an analysis of railway competitive rates in 

Chapter II, brief reference is made in this chapter to background 

information on motor vehicles and trucldng statistics. 

MOTon VEHICLES 

Motor Vehicles in Canada 

The first motor vehicle appeared in Canada just before 

the turn of the century. In the intervening years there has been 

a fairly rapid increase in the numbers of vehicles, especially during 

the past two decades. By 1965 vehicles totalled 6.7 million, includ-
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ing just over 5.3 million automobiles, 1.2 million motor trucks, 

and other commercial vehicles totalling 0.2 million. l In 1920 there 

were 21.0 persons per vehic1e in Canada. By 1930 this figure had 

decreaeed to 8.2, but litt1e change was registered in the next fifteen 

years. In 1945 this figure was 8.1 persons, but by 1965 the number 

of persons per vehicle had decreased to 2.9.2 

Canadian mot or vehicle data is impressive when compared 

\dth other ccuntries. In 1964, the latest figures availab1e, four 

countries had a larger number of vehicles than Canada - the United 

States, France, the United Kingdom and West Germany.. Only tuo 

countries had a smaller number of persons per vehicle than the 3.0 

sho~m for Canada for 1964 - the United states ~dth 2.2, and Monaco 

\dth 2.5) 

Reasons for Gro~ffih 

There are various reasons l'lhy grm·ffih in motor vehicle 

numbers has been impressive in Canada, t\oro of l'lhich are important. 

Fi~st, ~dth the passage of time, the road net\'Tork increased consider­

ably. Appendix l indicates that there were 360.0 thousand miles of 

road in 1932. Seventy per cent of this total \'TaS earth road \'lhile 

thirty per cent was surfaced mileage. By 1965, total road mile age 

had increased to just under one-half million miles, seventy-three per 

cent of \'lhich was surfaced mile age • Of the surfaced roads, there 

were about 100,000 miles of paved roads, a tenfold increase sin ce 

1932, and over one-quarter of a million miles of gravel and other 
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treated surfaces. 

While over the years significant increases were experienced 

in road mileage figures, vehicle-density ratios showed greater in-

creases with the passage of time. Appendix l shows that surfaced 

roads increased 238.0 per cent from 1932 to 1965, yet the "all-vehicle" 

ratio increased from 10.3 per mile to 18.4. Commercial vehicles 

lllcreased from 1.4 to 3.8 par mile. 

It is recognized that there is a grol·Tth interaction between 

roads and vehicles. Frequently it has been necessary to travel over 

poor roads for extended periods before better facilities were pro-

vided. tihile often the good roads came later, as greater mileages 

of good roads became available the convenience and usefulness of the 

motor vehicle became more apparent, encouraging its greater use. 

A second major factor \'/hich has, unquestionably, influenced 

the increase in mot or vehicle numbers is the close proximity of the 

United states, where large numbers of motor vehicles have been manu-

factured. United states automobile manufacturers established subsidiary 

plants in Canada Just around the turn of the century. This gave Canada 

access to a large body of research, technical and administrative 

lmOl'fledge ID the automoti ve field. 

It lrill be noted from Appendix II that Canada produced 

over three million vehicles from 1904 to 1940, an average of about 

8501 th ou sand a year. During the period 1941 to 1950, the average 

per year was about 23403 thousand, 't'lhile in the following decade, the 

yearly average increased to 414.7 thousand. In the period 1961 to 1965, 
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automotive production reached a peak, averaging 609.2 thousand 

vehicles annually. Appendix II also ShOl'TS that up to 1950, Canada 1 El 

foreign vehicle trade showed substantia! net export figures, i.e., 

exports exceeded imports. Thereafter, significant net import figures 

were registered, especially for passenger automobiles. In earlier 

years, significant numbers of trucks and busses were exported, lr.lth 

a reversa! of the trend in the 1950·s and early 1960 l s. However, by 

1963 net export figures l'lere aga in shmm for trucks. 

This long history of vehicle production in Canada, for a 

country l'lith a limited population, suggests 'the large amount of aid 

given and the influence the United states has had in this field. 

MOTOR TRUCKS 

Lack of Data 

Bet\'feen 1920 and 1955 the motor truck became a major forro 

of transportation. It l'las performing an important function in the 

economy before there was a full realization of the lacle of statistical 

data on traffic and other related materia! on this forro of ~ransport. 

No doubt this occurred because road tranl3port "las an atomistic type 

of industry and a minimum of regulation existed in the field. Quite 

a different situation existed \dth rail and l'later transport in \'lhich 

there has been considerable government financial participation. 

History is replete !'lith government hearings, committees and royal 

commissions, especially on rail transport.4 When road transport began 
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to make inroads on rail transport, the statist5.cal dirth for trucking 

became apparent. While Dominion Bureau of Statistics has supplied 

financial data on truclcing since 1941, and registration data for 

some years earlier, it was not until 1957 that detailed traffio infor­

mation was made available. Due to processing, however, annual 

publication has been delayed after the collection of datS4 Further, 

unfortunately, because of a change in swnpling procedures, 1964 data 

is not comparable in most respects to data for former years. 

Therefore, 1963 material must be used as the latest available in 

various instances. 5 One example is the data relating to tonnage 

handled. 

Truck Registrations 

By 1915 there were 500 trucks registered in Canada. Tl'lo 

years after World War l, this number had increased to just over 

30,000, as. ShOloJll in the table of registrations from 1920 to 1965, 

Appendix III, sheet one. In 1965 truck registrations totalled 

1,205,457. Analysis of the gro~ffih in registrations from 1920 to 

1965, reveals that approximately 25.8 pel' cent of the increase 

occurred up to 1944, while 74.2 pel' cent occurred thereafter. The 

annual geometric increase up to 1944 '\'las 10.1 per cent, '\'lhile after 

1944 it was 6.8 per cent (see Appendix III, sheets three and four). 

In 1920 trucks comprised 10.7 per cent of the total 

vehicles. By 1950 this figure had increased to 23.7 pel' cent but 

it declined thereafter to 180 0 per cent by 1965,6 evidencing the more 
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rapid increase in passenger car numbers. 

In 1920 the ratio of persons per truck in Canada wae 

199.0. By 1964 this had decrease~ to 16.2 persone. The latest 

comparison available ShOl-IS that only t'\'IO countries have a smaller 

amount - Australia and the United States - their ratios of persons 

per truck l'lere 12.9 and 13.8, respectively.7 

Motor Traffic in Canada 

Tons of Goods Handled. Appendix IV, sheet one, reveals 

that 63.7 par cent of the total 891.8 million tons of freight in 

Canada in 1963 l'/ere handled by road transport. Hm'lever, tl"lO-fifths 

of the tons handled by truck l"ere transported in urban service. Of 

the 651.9 million total j.ntercity tons of traffic shol'm, 29.8 per 

cent were handled by rail, the major competitor of road transport, 

l'rhil.e 53.5 per cent l'rere handled by road, the latter handling eighty 

per cellt more tons than rail in intercity service. HOl-lever, net ton 

miles performed evidence a different picture. 

Net Ton ~liles Performed. Net ton miles are available for 

1964 and 1965. Appendix IV, sheet two, reveals that of the total 

208.6 billion ton miles performed, in 1965, rail\1ays accounted for 

87.2 billion, uhile trucks performed 19.4 billion. Truel, net ton 

miles '-lere just over t\-renty-t\10 per cent of the rail total. Thus, 

while road transport carried eighty per cent ~ore tons in 1963 than 

did rail transport, road freight was carried shorter distances than 
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that cal'ried by rail. Using 1963 data, average miles per ton 

handled on the railways equalled 390, while for road transport the 

sarne average was only forty-eight miles •. 

Two further points of interest are observed in Appendix 

IV. First, sheet two indicates that between 1950 and 1965, there 

was a phenomenal growth in oil and gas pipeline mile age • By 1965 

this mode of transport was performing 22.4 per cent of net ton miles. 

Second, sheet three ShOV1S that in 1965 road transport in 

the United states performed almost one-quarter (22.5 per cent) of the 

intercity net ton miles. In Canada the proportion perf'ormed by road 

transport was approximately one-tenth (10.1 per cent) of the total. 

This difference ,"ould suggest that there is possibility for gro\'Tth 

in the Canadian situation. Hm1ever, there are some differences 

existing between the two countrie s. For example, during the "linter 

season climatic conditions in Canada are more severe than further 

South. The Canadian population is only approxinmtely one-tenth that 

of the United States but is dispersed over a land area fairly com­

parable to the United States area. The use of agreed charges by 

Canadian railways in more recent years (which subject is dealt with 

in Chapter II) has been a very competitive rail factor against road 

transport, inhibi ting expansion. The highVlaY system in the United 

States is much more extensive than in Canada and, thus, has encouraged 

road transport expansion in the United States. In drmdng conclusions 

then these grovTth factors in the United States must be considered. 
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Distribution of Trucks bl Class 

Classes. For regulator,y purposes there are four major 

or broad truck classifications. In intercity service there are two 

main categories. They are the for-hire carriers and private carriers. 

The for-hire group is subdivided into corumon carriers, which serve 

the public, and contract carriers, which supply their services under 

contract to one or a fel'l individuals or corporate entities. Private 

carriers are those trucks which are used by firms for their O\ffi 

transport services. The remaining tl'/O major groups are urban vehicles, 

including both for-hire and private trucks, and farm trucks. It may 

even be contended that for-hire contract carriers are private carriers 

because they transport goods on a regular basis for only one or a 

fel...r shippers. H01'/ever, the shippers only hire the services of these 

contract carriers and this places the carrier in the for-hire cate-

gor,y. 

Truck and Traffic Distribution. Table l belot'l shol'/S the 

distribution of trucks and traffic by class in 1963. B Also sho\~ 

i8 the data and percentage distribution for 1957. 
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TABLE l 

TRUCKS, TONS CARRIED AND NET TON MILES PERFORMED AND PERCENTAGE 
DISTRIBUTION BY TRUCK CLASSIFICATION, CANADA, 1963, 

DATA FOR 1957 IS SHOWN IN BRACKETS 

Private 
For-Hire Intercity Urban Farm Total 

Trucks 60,567 202,711 403,092 334,730 1,001,100 
(46,344) (214,992) (278,891.) (291,828) ( 832,055) 

per Cent) 6.1 20.2 40.3 33.4 100.0 
of Total) (5.6) (25.8) (33.5) (35.1) (100.0) 

Tons, 
Millions 188.2 122.1 219.6 38.5 568.4 

(127.8) (140.0) (154.9) (28.6) (451.3) 

Per Cent) 33.1 21.5 38.6, 6.8 100.0 
of Total) (28.4) (31.0) (34.3) (6.3) (100.0) 

Net Ton 
Miles, 
Billions 12.0 4.3 1.9 0.5 18.7 

(6.7) (3.6) (1.3) (0.4) (12.0) 

Per Cent) 64.2 23.0 10.2 2.6 100.0 
. of Total) (55.8) (30.0) (10.8) (3.3) (100.0) 

SOURCE: Dominion Bureau of Statistics, (hereafter referl'ed to as 
D.B.SJ, Motor Transport Traffic, National Estimates, 1958 e~d 1963. 

Analysis of the above table reveals, first, that intercity 

for-hire trucks perform a large portion of the total service. 

Furthermore, sin ce 1957 the proportion of for-hire trucks and 

service has increased. Second, that the proportion of private 

intercity service has decreased since 1957. vfuile 1964 population 
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data are avai1ab1e, only tentative population data are available for 

1965. A. slight increase in the proportion of private intercity trucks 

is indicated. Appendix V shows, that from 1963 to 1965 for-hire 

intercity trucks decreased froID 23.0 per cent of total intercity 

trucks to 21.5 per cent, while private intercity trucks in the srune 

period increased from 77.0 per cent of the total to 78.5 per cent. 

This could be indicating a reversal of the ,trend. ~hird, while urban 

trucks account for t't'10-fifths of the total trucks and hand1e two-

fifths of the total tons, they perfonn only just over ten per cent of 

the net ton miles. Fourth, farm trucks comprise one-third of the trucks 

but account for a very small proportion of the total tons and net ton miles. 

Regional Distribution. Table II belo't'i ShOvlS, on a percent-

age basis, the regional distribution of truck registrations by class. 

Region 

Atlantic 
Central 
\~estern 

Total 

TABLE II 

REGIONAL DISTRIBUTION OF REGISTRATIONS BY 
CLASS OF TRUCK, CANADA, 1963 

For-Hire 

3.0 
63.4 
33.6 

100.0 

Private 
Intercity Urban 

Percentages 

100.0 

8.5 
61.1 
30.4 

100.0 

Farm 

3.7 
32.8 
63.5 

100.0 

Total 

100.0 

SOURCE: D.B.S., Motor Transport Traffic, National Estimates, 1963. 
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The above table indicates that a sma]~ percentage of for­

hire trucks are in the four Atlantic Provinces. Undoubtedly this ia 

due to the Maritime Freight Rates Act, which reducea rail freight 

rates by twenty per cent ,·dthin the Maritimes and thirty per cent on 

freight being ahipped to other parts of Canada. The reduction ia 

borne by the Federal Treasury. Further conunent ia made on this 

subject in Chapter IV. The above table also reveals that there ia 

a large proportion of for-hire trucks in the Central Provinces, 

where road-rail competition has been intensive, and, further, that 

almost two-thirds of the farm trucks are in the \'lestern Provinces. 

CONCLU SIONS 

It may be concluded that Canada has a large motor vehicle 

population; that road transport handles many tons of goods for short 

distance~; that for-hire trucks perform a good deal of the total 

service; and that the greater portion of these for-hire trucks are 

in the Central Provinces, while the great majority of farm trucks 

are in Western Canada. 
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FOOTNOTES FOR CHAPTER l 

1 Dominion Bureau of Statiatics (hereafter referred to as D.B.S.), 
The Motor Vehicle (ottawa: Queents Printer), Part III, 1965. 

2 For the years 1920 and 1930 - Roads and street Facts.~ Figures 
.2!!. Highways and Highway Transportation (Ottawa1: Canadian Good 
Roads Association, 1954), p. 11; and D~BeS., The Motor Vehicle, 
QE. _~., 1945, and Pal~ III, 1965, p. 14. 

3 Automobile Facts and Figure~ (Detroit: Automobile Manufacturers 
Association), 1966:Edition, pp. 26-28. 

4 Since 1917, the Federal Government. has appointed six Royal 
Commissions on transportation problems, all of l'rhich dea1t in 
large part "vith the Canadian raibrays. The Province of Ontario 
Ellso had one Royal Commission on transportation. There have 
been at least six textbooks written by prominent uriters, the 
contents of \'1hich dealt mainly \'dth Canadian railways. In 
addition, statistics exist from before the turn of the century. 
These early data were compiled under the authority of the 
~tinister of Raihrays for Canada. 

5 Because of collection complexities, generally data has not been 
available for one and one-hal! to two years aiter collection. 
HO\'lever, for 1964 national data lovas not available until April, 
1967. When it became available, the following excerpts appeared 
in the text: 

••• As the national estimates have been produced for 
seven years on a total Canadian truck population­
basis, it l'laS considered this is sufficient ta obtain 
the trend of the impact of the trucking industry on 
the national econo~ and its relation ta other modes 
of transport. The time l'laS, therefore, considered 
appropriate to concentrate on that portion of the 
trucY..i.'1g industry uhich was in competition "li th the 
other modes of transport and therefore of most interest 
to users of transportation statistics. 

and 

The total truck population, miles travelled and fuel 
consumed are the only statistical items which can be 
compared with previous years ••• 

D.B.S., Motor Transport Traffic, Canada (ottawa: Queenls Printer), 
1964, p. 10. 
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The reaction of the Canadiall Trucking Associations, Inc., to 
the 1964 statistics was as follows: 

Canadian Trucldng Associations has told the 
Dominion Bureau of Statistics that its 1964 
trucldng reports were grossly misleading and 
should be withdra~m. 

"D.B.S. Statistics Are 'Grossly Misleading' Says C.'Jl.A. Manager," 
Western Motor Fleet (Regina: Mercury Publications, Limited), 
April, 1966;-p. 18. 

6 D.B.S., 'llhe High\'ray, The, Motor Vehicle and !he Tourist in Canada 
(ottawa: Queenls Printer), 1923; and D.B.S., The Motor Vehicle, 
QE. cit., 1950 and Part III, 1965. 

7 Automobile Facts and Figures, QE. cit., 1966 Edition, pp. 26-28. 

8 TOl'l trucks, hearses, ambulances, snm-nnobiles, farm tractors, 
cranes, bulldozers, diggers, graders and other road building 
equipment, military and government-o\'med vehicles and motor 
vehicles not reqQiring provincial licenses, are not included 
in the D.B.S. r.rotor Transport Traffic Survey. Approximately 
120,000 vehicles are involved. 

Tentative truck po~ulation data for 1964 is 1,033,000, and for 
1965 is 1,072,800, indicating percentage increases over the 
previous year of 3.3 per cent and J~.O per cent respectively. 
(See Appendix V for distribution of truck population). 

Information obtained from D.B.S., Transportation and Public 
Utilities Division. 



CHAPTER II 

RAILWAY COMPETITIVE RATES 

INTRODUCTION 

The Road-Rail Competitive Situation 

For many years the Canadian railway industryl enjoyed a 

monopoly position~ Truck competition became evident in the 1930' s, 

but 'tdth the intervention of World War II, large amounts of traffic 

were still available to the rail~mys. They did not feel the full 

competitive effects of road transport until the late 1940's and 

early 1950's. In the earlier part of that period, even though the 

rail~mys instituted various technological changes, they seemed to 

do nO'more than to fight a rearguard action as traffic was siphoned 

away by road transport. Examples of raib'jay technological change 

were the acquisition of diesel locomotives, machines for maintenance­

of-way work, ne .. ! types of shop machinery, piggyback, modern devices 

in marshalling yards, ~proved signal devices, specialized freight 

cars and organizational changes. 

There were various reasons why road transport made in­

roads on rail transport. In Chapter l, two of the major ones ~!ere 

mentioned, together ~dth related data. It was observed that in 

Canada there are almost one-half million miles of road, of \1hich 

about 360,000 miles are surfaced. Canada's close proximity to the 
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United, states, with the attendant production benefits, was the 

second reason mentioned. This was reflected in Canada's long 

histor,y of production of motor vehicles. 

Other important factors which have aided road transport 

to compete with rail transport were national policy burdens placed 

on the railways, the railway freight rate structure, improvements 

and the increase in capa city of road equipment with the passage of 

time, door-to-door service, speed of operation, frequency of service 

and availability of truck transport. These service factors of road 

transport have enabled shippers and consignees to lmier inventor,y 

costs by maintaining minimum inventory levels. With its fast service, 

road transport can make delivery of shipments on short notice. 

Further, not only did road transport make inroads on rail 

transport but it inhibited the growth of rail transport in untapped 

areas. With the increase in the decentralization of industr,y, the 

versatility of road transport has enabled deliver,y of shipments to 

and from, and between, plants far remo1Ted from raihmy services. 

When compared with the raihmys, hm'Iever, road transport 

has a cost-of-service disadvantage which increases with distance. 

Rail long-run marginal costs are lower than those of road, as sho~m 

in the study by John R. }Ieyers and others. Even ~lith a service dif­

ferential . added to rail costs, they are still lm'J'er than road costs 

beyond 100 miles. 2 George W. Wilson points out, hmIever, that care 

must be exercised: 
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••• when a particular figure is presented as 'the long­
run marginal cost' for the whole output, it must be 
recognized that its relevance to transportation in 
general is limited by ••• inherently subjective choices 
•••• Selecting different carriers, regions, years, or 
measurement units "dll yield different figures ••• 3 

Value-of-Service Pricing 

While the railways enjoyed a cost advantage, their rate 

structure, based primarily on the value-of-service principle,4 was 

geared to a railway monopoly era in which the railways were used as 

an instrument of development. The rates were related to the value 

which the shippers ''fere willing to pay for the movement of their 

goods. Thus goods of high value bore a high rate \'lhile those lo\'f-

valued, heavy, bulk commodities in many instances returned to the 

raihlay little more than out-of-pocket or direct cost. Price dis-

crimination existed. Different rates l'fere charged for t\VO commodities 

receiving the sarne service. It meant that the major portion of 

constant (fixed) cost was borne by goods of high value. Under this 

pricing system, even though the cost could conceivably be the sarne 

to transport a car of gravel and a car of automobiles, the freight 

rate for the automobiles would be many times that of the rate for 

the gravel. 

National development was aided by this value-of-service 

pricing system as lo'\'!, bulk conunodities \'Iere able to move economically. 

It benefited the railways also because they were decreasing-cost 

firms in their initial years at least. As heavy-density lines appear 
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and excess capacity disappears, the railway can tend to become more 

of a constant-cost fir.m. In any event, when trucks appeared in 

numbers, high-valued connnodi ties, especially manufactured goods, 

became vulnerable to road transport. 5 

Road-Rail Market 

Appendix VI shows the road-rail market for net ton miles 

and tons handled. Both of these indicators ShOltl that truck transpor­

tation expanded its share of the road-rail market up to the 1960-1961 

period, registering a decreasing proportion thereafter, up to 1964. 

HOl'Tever, there ,'ms a slight increase in the proportion of road net 

ton miles in 1965. This could be signalling a levelling-out of the 

dO\'ID\'lard trend. Nevertheless, railway rate action has in part been 

responsible for the resurgence of rail transport. 

STATISTICS RELATING TO RAILWAY RATES AND TRAFFIC 

Changing Rate Patterns 

During the 1950 1s, one competitive step taken by the 

raihlays l'ms the greater use of competitive connnodity rates and 

agreed charges.6 For example, in 19557 there were in 'effect on the 

Canadian raihlays, ninety-fi ve agreed charge contracta, covering 

352 shippers. By 1965 contracts had increased to l,610 in number, 

\iLth 2,595 shippers involved. 8 Contracts had increased at an 

rulllual geometric rate of 32.7 per cent, while the number of shippers 
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increased a~ an annual rate of 22.1 per cent (see Appendix VII, 

sheets one and two for calculations). 

Examination of railway traffic reveals that in 1954, the 

low point since 1952, 24.4 per cent of total tons were transported 

under competitive rates. 9 By 1965 this proportion had increased to 

49.7 per cent.10 In addition, in the same period an increase of 

43.2 per cent \vas experienced in total tons. Further, examination 

of carload data for 1965 indicates that 57.7 per cent of carloads 

were moving under competitive rates.ll 

Sheets one and two of Appendix VIII contain an analysis 

of raihmy revenue. In 1954, 67.0 per cent of revenue "ms obtained 

from traffic bearing class and non-competitive commodity rates, 

rates primarily oriented to the value-of-service principle of rate­

making. By 1965 this proportion had decreased to 33.9 per cent. On 

the other hand, traffic bearing competitive rates (competitive com­

modity rates and agreed charges) accounted for only 22.5 per cent of 

railway revenue in 1954. Eleven years later this proportion had 

increased to 55.7 per cent. Over the period, revenue from compet­

itive commodity rates increased 158.0 per cent, while revenue fram 

agreed charges increased 495.0 per cent. 

From the foregoing data it may be concluded that compet­

itive rates have taken a much more prominent role in raihmy pricing. 

The section \'Ihich follo\'ls relates competitive rates "lith raihm.y 

tonnage distributed on a commodity basie. 
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Railway Commodity Groups and Competitive Rates 

Appendix ~, sheet one, contains data on railway freight 

tonnage by commodity groups, at two-year intervals from 1952 to 1964 

and for the year 1965. Sheet two shows information on commodity 

group rate patterns for 1960 and 1964. 

Examination of the commodity data for the period 1954 

(the low point) to 1965, in Appendix IX, sheet one, reveals certain 

significant points in regard to mine, fore et and manufactured 

products. 

First, there was a 67.0 per cent increase in the total 

tons of mine products which l'lere shipped. 'rhis l'/aS due in large 

measure to iron ore shipments in Central Canada, on railways such as 

the Cartier, and the Quebec, North Shore and Labrador, the latter 

of which commenced to ship in 1955. Of the 91.5 million tons of mine 

products shipped in 1965, 38.9 million tons were iron ore.12 While 

mine products are bulk commodities, Appendix IX, sheet tl'lO, shm'ls 

that from 1960 to 1964 the proportion of carloads of mine products 

moving at competitive rates increased from 30.8 per cent to 46.0 per 

cent. There l'/aS a significant increase in agreed charges and a 

decrease in competitive cammodity rates. 

Second, in the 1952-1965 period, the Im-[ point in tons of 

forest products shipped l-las reached in 1958. Hm"lever, by 1965, they 

had almost returned to their 1952 level, the peak year of the period 

in question. Pulpl'lOod and processed wood products (lumber, plYl'lood, 
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shingles, crates and other similar products) decreased each year up 

to 1958, but subsequently thereto arecovery was made in both of 

these categories.13 It is noted in Appendix IX, sheet two, that 

from 1960 to 1964 carloads of forest products moving at competitive 

rates increased from 47.9 per cent to 70.2 per cent. 

Third, from 1954 to 1965 tons of manufactured and miscel­

laneous goods increased by just over 41.0 per cent. Appendix IX, 

sheet t"m, ShO'\'lS that by 1960 the proportion of competitive rates on 

manufactured. goods was 76.3 per cent, increasing to 79.6 per cent by 

1964. 

Manufactured goods and processed fore st products have been 

highly vulnerable to truck competition. This is indicated by the 

extensive use of competitive rates.. The increase in tonnage for 

these types of manufactured and processed products would indicate 

that competitive rates have retained and to some extent have increased 

tra.ffic for the raihlays. 

There is some evidence to suggest that part of the increase 

ir, rail tonnage is due to economic prosperity. For example, Appendix 

IX, sheet one, reveals that during the 1952-1965 period total tons 

reached a low point in 1954 (143.2 million), as mentioned previously. 

Tl'lO years later, hOl.'lever, tonnage increased to 189 0 6 million tons 

but by 1958 a decline to 15304 million tons was experienced. There­

after continued growth ''las evidenced, a peak of 205.2 million tons 

being reached in 1965. A recently published pre1iminary figure 

indicates approxirnately 214.0 million tons of raihlay freight for 



-21-

1966 (see Appendix !K, sheet one). Recessionar,y trends were evident 

in the nation's econo~ both in 1954 and 1958, with prosperity in 

the intervening period and continued growth from 1959 onward. Thus 

national economic trends have been similar to trends in railway 

tonnage. Competitive rates have, however, undoubtedly allowed rail 

transport to retain traffic as the economy expanded. 

THE ECONOMIC EFFECTS 

Shippers' Costs 

Reduction of Shippers' Rates. With the extensive com­

petitive rate action taken by the railways, the value-of-service 

principle as a guide in rate-making has become much less important, 

while the cost of producing the service has become much more impor­

tant. There has been a tendency for value and cost to coalesce. 

There have been beneficial effects for the specifie shippers involved. 

Their transportation costs have been reduced (or they have advanced 

to a lesser degree than would have otherwise been the case), so that 

they now are closer to the cost of the service provided. Formerly 

high-valued goods bore the major portion of overhead for the rai1-

ways. In this 1,'lay the shippers of these commodities 1,'lere subsidizing 

the 10l'l-valued commodities. In actual fact they were bearing a 

progressive type of "tax" based on value, or ability to pay, as the 

value of the shipment was the major determinant in the rate.14 One 

might consider that the situation which existed l'laS some1,'lhat ana1agous 
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to our personal progressive tax on income - the higher the salar,y, 

- the greater the proportion paid on -c,he additional dollars earned. 

In any event, with the increase in competitive rates 

there has been a "tax" reduction accorded to the shipper of high­

valued commodities. The economic gap existing between the former 

rates on these commodities and the cost of service has been dimin­

ished. 

Revenue Per Ton Mile. Sorne broad indication of the effect 

of competitive rates on raihlay revenue is shOl'ffi by the revenue per 

ton mile. The year chosen by the Gover.nment for the base year for a 

number of indicators l'laS 1949. The economy in the post-l'far period 

had returned to a more normal peacetime basis. Therefore, using 1949 

as the base year, Appendix X reveals that from 1.26 cents per ton 

mile, a peak of 1.56 cents was reached in 1959, at which time revenue 

per ton mile had increased 24.0 per cent. From the peak, revenue per 

ton mile decreased to 1.40 cents by 1964, only ll.O per cent over 

1949. The figure returned to 1.48 cents in 1965, an ll.7 per cent 

increase over 1949. 

Examination of priees in general for the period 1949 to 

1965, indicates a 26.3 per cent increase for wholesa1e priees and a 

38.7 per cent increase for consumer prices.15 

It is suggested that this decrease in railway revenue per 

ton mile after 1959 was in large measure due to the increase in the 

number of competitive rates on the railways. 
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It may be contended that reductions in the revenue per 

ton mile could result from subsidy action and/or product mixe 

First, subsidies, which are mentioned later in this 

chapter and also diacussed more fully in Chapter IV, have in large 

part been paid aince 1959. Class and non-competitive commodity 

rates have been frozen since that time. Sorne of the subsidies paid 

have been reflected in the revenue per ton mile dat,a; others have 

not. lb Those included, would result in normal revenue data. Those 

not included, would pre vent the data from rising beyond its perue. 

They would not, hOl'lever, decreas6 i t as their purpose was only to 

hold dOloJn railway freight rates. 

Therefore, a reduction in revenue per ton mile after 1959 

must have resulted from rate changes dOlffiward or a change in the 

product mix, i.e., an increase in the proportion of 10l'[-valued pro­

ducts as compared with high-valued products. vlliile an increase in 

mine products has be~n ldtnessed, on '\'lhich revenue per ton mile is 

low, there lTas a substantial offsetting increase in manufactured 

goods, the more lucrative type of traffic. Product mix may have had 

sorne effect, but it would not appear to have been a major factor. 

The evidence l'Iould suggest that reduced rates have been the reason 

for the reduction in the revenue per ton mile. 

In summary then, as horizontal freight rateincreases 

were being experienced during the late 1940's and the 1950's, 

revenue per ton mile increased. Thereafter when subsidies were paid 

to the railways (as noted, sorne were not inc1uded in the calculation), 
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and competitive rates became more widespread, revenue per ton mile 

decreased. It is also noted from Appendix X that revenue per ton 

mile of road transport was reduced from 7.3 cents in 1957 to 6.2 

cents by 1961, returning to 6.8 cents by 1963. 

ll/hen compared with the t'iO national priee indices men­

tioned, the lack of increase in revenue per ton mile for both road 

and rail transport evidences the competitive struggle waged. Out of 

this struggle has come a benefit to the shipper who had the choice 

of making his traffic available to either mode of transport and he 

was thus able to avail himself of competitive rates. The entry of 

the truck into the transportation field has brought about a com­

petitive market giving benefit to a large body of shippers. RaihTaY 

rates are, to a much larger degree than formerly, deter.mined in the 

competitive market place. 

Low-Valued Commodities 

If shippers of high-valued merchandise have benefited 

from a rate reduction and they were forrnerly bearing a large portion 

of the constant cost for low-valued commodities moving under non­

competitive commodity and statutory rates, the logical course of 

action would be to raise rates on these low-valued commodities to a 

point where long-run marginal costs for transport of such goods 

would be obtained by the railway. 

First, statutory rates may be increased only by Parliament, 

but Parliarnent has not seen fit to rnake any change in these rates. 
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Second, as mentioned, the Government decided that no further freight 

rate increases beyond those levied in 1958 should be applied to class 

and non-competitive commodity rates until adjustments were made in 

the railways' overall competitive situation. Early in 1967 the neces­

sary legislation was passed to accomplish the desired objectives. 

This subject is dealt with in Chapter IV. In the interim aince 1959, 

the subsidies paid by the Government were aimed at relieving the 

burden of additional rate increases. Therefore, a portion ?f the 

subsidies ''las paid to relieve the raihsays froIn the deficiency suf­

fered by not receiving long-run marginal cost from traffic under 

statutory and non-competitive commodity rates. This has resulted in 

the Government assuming the burden formerly borne by the shippera 

of high-valued merchandise. 

Vie''led in this light, one may consider that transportation 

development burdens ffild advancement of primary industries were in 

the past borne by a specifie group of shippers. These burdens have 

now, in large measure, been lifted from theae shippers by the perva­

sive use of competitive rates to compete with truck competition, and 

in part, at least, they haVe been placed ,'lith the nation as a whole 

by the payment of subsidies. 

Government payments - ~ Digression 

Frequently railway subsidies have been criticized by su ch 

bodies as the Canadian Trucking Associations, Inc .17 While subsidies 

are dealt \ùth in Chapter IV, at this point brief reference will be 
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made to government payments for direct subsidies to railways and 

also expenditur.es on road facilities. 

Appendix XIX, aheet one, indicatea .that during the fiscal 

year ended March 31, 1966, $110.5 million waa paid in direct sub­

sidies to the railways. The major part of theae subsidies were of 

recent origine Payments under the Maritime Freight Rates Act, which 

totalled $15.B million in the year ended March 31, 1966, extend back 

to 1927. The IIBridge ll Subsidy, \'lhich has been $7.0 million annually, 

'1rTaS established in 1952, It has been used to reduce rail freight 

rates over Northern Ontario territory. In 1959 the Freight Rates 

Reduction Act was passed for the purpose of reducing claas and non­

competitive commodity rates. Since that time, up to $20.0 million 

has been made available annually for such payments. In 1961 a subsidy 

payment of $50.0 million was made available in lieu of recommenda­

tions advanced by the MacPherson Royal Commission. From 1959 to 1965 

payments on behalf of the se latter two subsidiea totalled $362.4 

million.1B In 1964 a labour settlement l'laS effected on the raiblays. 

A payment of $19.0 million was made to the railwaya by the Federal 

Government to replace increases in freight rates which may have been 

necessary. The next year a similar payment of $25.0 million l'laS 

made. As is ShOl'JIl later, all of these subsidy payments, luth the 

exception of the Maritime Freight Rates Act, have been replaced by 

a general subsidy \'lhich is being paid on a decreasing base. 

Another Government payment arrangement which exists re­

lates to the Canadian National Railways. If this Company sustains 
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a deficit, the amount is made up by the Federal Treasury. If it has 

a surplus, it is paid intothe Treasur,y. Net payments from 1923 to 

1965 exceeded $1.0 billion.19 This arrangement does not fall into 

the Brume category as those above because it is made for the purpose 

of carr,ying the huge debt which the Canadian National assumed when 

it took over a number of defunct railway lines. 

Turning to road expenditures, Appendix XI ShO\'lS that the 

total spent by all levels of government from 1949 to 1965, only 

sixteen years, was over $14.0 billio~. Revenues from al! motor 

vehicle sources totalled almost $8.3 billion. Thus the amount spent 

on roads exceeded revenues by about $5.7 billion, or 41.1 per cent 

of the total expenditures. The arnount that each segment of road 

transport benefits from the government aid is difficult to determine. 

It has been a controversial question for many years, \v.ithout agree­

ment being reached, as to the benefit-payment relationship trucks 

and automobiles receive from road facilities.20 While government aid 

for road facilities has been beneficial and essential, road transport 

has in a matter of sixteen years alone received considerable govern­

ment aide A much larger amount than that paid to railways •. 

The Base of the Competitive Rate 

Compensatory Rates. Members of the trucking industry 

have on occasion suggested that rail\~y rates are non-compensatory. 

In particular they have referred to agreed charges.21 The inference 

is that "dth their extensive financial resources the raihlays \'lould 
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maintain the 10\'1 rates until the trucldng competition l'laS eliminated 

and then the rail\'lays would proceed to increase rates to excessive 

levels. Unquestionably this situation would be undesirable and quite 

unlikely to take place. With the truck available, the shippers would 

be quick to acquire either their o\'m fleets or to use for-hire trucks 

again if uneconomic rail rates were experienced. 

The railways, h01.'f0ver, maintain that all rates are compen­

satory. For the purpose of rate-setting the raihtays use a formula 

't'lhich includes long-term variable costs. In exceptional cases, '\'Ihere 

the traffic is of a short-term nature, then short-term variable costs 

are used. 22 It could well be that rates are not necessarily returning 

a satisfactory level on invested dollars, but this is not the question 

posed by outside parties. 

In the setting of road transport rates, tariff consultants 

and advisors use raih'lay rates as one guide, plus various other economic 

features, including the cube factor. 23 Generally the practice is to 

accord some reduction wherever possible over the rail rate in order to 

attract the shipper. The Canadian Institute of Traffic and Transportation 

has pointed out the close relationship bet'\'feen road and rail ~ates. 24 

If this interaction in setting rates exists then there must be some 

101.'1er level to \wch the carriers ,-rill go. 

Rate Ba.se. For the trucking operation to remain viable 

in the long-run time period, it must offer a rate which is acceptable 

to the shipper. In this rate struggle bet\'feen road and rail trans-
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port, the lower level to which this competitive action can e~end 

would be the long-run marginal cost of road transport (the higher­

cost carrier), Le., all costs l'lhich l'1ould vary 't'dth the shipment 

by truck over an extended period, \'Tould have to be covered. Further, 

if the raihTay, l'dth its economic advantage, meets road transport 

rates, then the rail rates must be compensatory, or, if at that 

level they are not, then the road transport rates must not be com­

pensatory. 

From the cost infol~tion and the unit revenue data 

aVailable, it l'lould searn then that the r ailways should be able to 

proceed to a lm/er rate level than road transport and still remain 

l'ri. thin the level of their m'fi long-run marginal costs. From the 

procedure of competitive rate-maldng described by raih'lay officers, 

the base l\lould be the rail long-run marginal cost, l'lith the exception 

of cases \-lhere traffic is 01' a short-run nature and short-run variable 

cost is used. 

In summary it would searn that the rail rate-maldng area 

differential for competitive rates in the short-run time period 

would lie betl'ieen the rail short-run variable cost, or out-of-pocket 

cost, and the long-run marginal cost of the trucking operator. In 

the long-run time period the area WOQld be between the rail long-run 

marginal cost and the road long-run marginal ~ost. In both instances 

the area differential within l'lhich the raihTays would be able to work 
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would increase with distance. 

The gap or rate-making area differential for the two time 

periods \'Iould be exactly the sarne if full marginal costs ,"rore obtained 

in the short run. Failing this, the area differential in the short­

run time period would be larger than that for the long-run time 

periode 

While the area differentials exist for rail rate-making, 

it would appear that the principal base used is the long-run marginal 

cost of the trucld.ng operation. In the short run, deviations could 

occur but the inexorable economic la\'! of opportunity cost (the re­

quirement of a return to aIl the factors of production as determined 

by the market), '\-muld talce effect in the long rune 

Effect on Road Transport 

Road Transport Traffic. What has been the effect of com­

petitive rates on road transport? vHrl.le there is a paucity of 

information on road transport, especially for earlier years, Table III 

belo'\'1 ShOliS for-hire and private intercity truck traffic by cornmodity 

groupings for 196125 and 1963. 
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TABLE III 

TRAFFIC CARRIED BY FOR-HIRE AND PRIVATE INTERCITY TRUCKS, 
BY COMMODITY GROUPINGS, CANADA, 1961 AND 196.3 

Average Distance 
Commodity Grouping 1961 196.3 Per Ton, 196.3 

Millions of Tons Miles 

Livestock .3.0 2.7 104.7 

Food, Feed, Beverages 
and Tobacco .31.2 .34.0 95.1 

Fabricated and 
End Products 78.8 89.9 71.8 

Crude Materials (Wood, 
Coal, Sand, Gravel) 1.39.2 146.1 15.4 

General Freight .30 • .3 .37.5 107.5 

Total 282.5 .310.2 

NOTE: Figures do not include Farm Trucks. 

SOURCE: D.B.S., Motor Transport Traffic Survey, National Estimates, 
1961 and 196.3. 

Very broadly, one might consider the three categories -

food, feed, beverages and tobacco - fabricated and end products -

and general freight - as being similar to high-valued manufactured, 

miscellaneous and processed goods transported by the raihTaYs. In 

196.3 these three categories accounted for 161.4 million tons or 52.0 

per cent of the total .310.2 million tons. Of the three categories 

only general freight exceeded an average distance per ton of one 
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hundred miles, indicating that the transport of high-valued goods 

by road is confined primarily to the shorter distances. 

The other major portion of tons handled by road transport 

~ms that of crude materials. These are similar to mine and some 

forest products transported by the railways. In 1963 crude materials 

transported by road totalled 146.1 million tons, or slightly more 

than 47.0 per cent of the total. The average distance per ton l'laS 

exceedingly short - only 15.4 miles. This "/Ould suggest that road 

transport \'las complementing rather than competing ~dth the railways 

in the transportation of these materials. This may be true in sorne 

cases but would not be true in others. 

Distances. In Chapter III a very careful analysis is made 

of demand for road and rail transport in the short-, intermediate-, 

and long-haul fields. Hm'lEJVer, at this point it should be noted that 

the statistical data above indicates that road transport is confined 

to shorter hauls. This did not appear to be the trend after the rail­

~lay strike of 1950 l'fhen value-of-service pricing was primarily in 

effect. For a number of years long-distance trucldng l'laS becoming 

quite prevalent and the rail~my companies were losing substantial 

amounts of tonnage in the longer-haul field. When the rail\'lays insti­

tuted competitive rates, there l'laS a serious effect on road transport 

in distances \'lhere the rail economic advantage could be made effective. 

There are sorne trucldng operations \'lhich engage in longer 

hauls, one of \'lhich is Gill Interprovincial Lines, Ltd., Vancouver. 
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The General Manager26 states that for longer distances L.T.L. (less­

than-truckload lot) traffic is necessary for an economically sound 

operation. Higher rates may be charged on this type of traffic because 

it is the counterpart of L.O.L. (less-than-carload lot) and express 

traffic on the railways on which higher rates are charged. The truck­

ing official referred to above stated that it is difficult to compete 

with railway competitive rates for longer-haul traffic. This same 

type of remark was made by various traffic managers (see Appendix XV). 

As is shm'ffi in Ohapter III, hOl'leVer, road service advantage is 

extremely pm'lerful for shorter distances. 

L.O.L. and Express Traffic. Briefly, L.O.L. and express 

traffic in Oanada is fairly limited but it is lucrative traffic. In 

1965 L.O.L. traffic on the railways amounted to 1.2 million tons out 

of a total of 205.3 million tons, comprising just over one-half of 

one per cent.27 Further, traffic volume statistics are not available 

for express shipments because of the fact that parcels and small lots 

cannot be readily classified into specific groups. For 1965, however, 

gross revenues of express companies in Oanada totalled $84.0 million, 

of l'lhich Oanadian National Rail1vays and Oanadian Pacific Railway 

Oompany earned $77.0 million. 28 

Possibly some liberty can be taken to piece together the 

information available to arrive at a very rough tonnage figqre for 

L.O.L. and express. Proceeding on this basis, a recent article in 

The Financial Post29 stated that the Oanadian National Raihlays and. 
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Canadian Pacifie Railway Company eam about $150.0 million a year 

from 1.C.1. and express. By extrapolation this sarne figure would 

be $164.0 million for Canada. Thus if approximately $80.0 million 

resulted from 1.2 million tons of 1.C.1. ($164.0 - $84.0 = $80.0 

million), then express revenues may be interpreted in terms of 1.C.L. 

tonnage as about 1.4 million tons. Express rates would probably be 

a little higher than 1.C.1., and, thus, the actual tonnage may be less 

than 1.4 million. In total, very roughly between 2.0 to 2.5 million 

tons of L.C.1. and express l'Tould probably be involved. 

This tonnage information is not given on a distance basis 

and, furthermore, if the raihTaYs have retained this 1.C.L. and 

express traffic until now, there must be a fairly inelastic demand 

for rail service. The major point here is to show the amount still 

being carried by rail. In the overall picture, it is not a large 

amount, but there is still a certain tonnage for 't'lhich trucks can 

compete very effectively. In referring to express traffic, the President 

of the Canadian Trucking Associations, Inc., Mr. Georges C. Gouin, 

felt this tonnage was not insignificant.30 

Changes Made. On September 5, 1967, the railways made 

effective changes in rates on small freight (1.C.1. and express). 

SOIne rates 't'rere increased and sorne 't'lere decreased. Also, various 

arrangements w~re made available to encourage shippers to combine small 

shipments. Where formerly eight factors '-Tere used for setting these 

types of rates, i.e., the value and interrelationship of commodities, 
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as wall aD various political and historical considerations, four new 

factors have been used. They are cost of service, density, damage 

risk, and Itunusual" features. A weight division will be made between 

those shipments over 300 pounds and those under.3l 

Furniture Vans. One type of trucking which h~s been able 

to remain in the longer-distance field is the furniture van line.32 

The door-to-door operation and careful "pad" pacldng with trailers 

designed for secure stOl'fage enables these companies to compete effect­

ively, even though their rate is almost double that of the trucking 

operation handling L.T.L. freight. 33 There are three dra-t'lbacks to a 

movement of furniture by rail. The furniture must be crated, l'lhich 

is a costly operation. The in-transit time is generally lengthy. 

Also pick-up and deliver,y service is required at each end of the journey. 

By their service advantage van lines have been able to expand their 

operations in recent years.34 This service advantage can be trans­

lated into economic and convenience factors. Thus while it may seem 

at first glance that the furniture van operation appears to charge a 

relatively high rate, when the total cost of household furniture ship­

ment by rail is calculated, furniture van shipments are economically 

sound. 

Summary. In sunnnary it l'fould seem that raiblay competitive 

rates have curtailed distance trucking and they have enabled the rail­

~mys to .use their economic advantage more effectively. Trucking has 

continued to expand in the short-haul field and "dll unquestionably 
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continue to do so. Horizons could, however, expand for distance 

truclcing if long-haul costs can be decreased with the expansion of 

better highways, if heavier loads are permitted and if larger 

equipment is utilized. 

SHOULD AGREED CHARGES BE ALLOWED? 

Various bodies, when appearing before the Royal Commission 

on Agreed Charges, expressed opposition to the use of agreed charges 

in raibmy rate-maldng, among 't'lhich 't'ras the Canadian Trucking 

Associations, Inc.35 There were many reasons given \1hy it ,'ras felt 

agreed charges should not be allowed on the raiblays, many of \1hich 

related to discrimination of one sort or another, i.e., against 

certain shippers or other carriers. The trucldng industry centered 

many of its criticisms around the fact that a shipper 't'las bound for 

a period of time (at least one year). In one submission to the 

Goverrunent in 1963, the Canadian Trucking Associations, Ine., said: 

••• Canadian Trucldng Associations has al't'lays held that 
raibmy agreed charges, as permitted under the Transport 
Act, are potent monopolistic \-J'eapons -- 't'J'eapons by which 
competition against the railways can be \'16akened and 
eliminated and the monopolistic position of the railways 
re-established •••• 36 

While the agreed charge has been an effective weapon for 

the raillvays, for many years other modes of transport have been free 

to operate under contract rates. There are contract motor carriers, 

as 't'lell as chartered aeroplanes and ships. There would searn to be 

discrimination existing if the railways were denied the use of agreed 
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charge methods of pricing. Further, to prohibit the railways fram 

ueing this method of rate-making would be to deny the shippers 

concerned a possibility for reduced transportation charges. A. 

shipper should have the right to be able to enter into the contract 

or to refrain from doing so. 

If it is possible for one carrier, such as the railways, 

to reduce rates to a level equal to or lower than others, such as 

road and \'later transport, there \'lould seem to be no reason l'Illy they 

shol.Ùd not do so. Not to take su ch action be cause i t may di vert 

traffic from one carrier to another would be detrimental to the 

nation. First and foremost, the carrier should be the servant of 

the nation, not the nation the servant of the carrier. While truck­

ing operations may have been curtailed to some extent in distance 

hal.Ùing, the industry has sho1'm grorTth in the field ",here its service 

advantage enables it to compete. Further, the shipper is protected 

by the availability of motor transport should the railways endeavour 

to institute monopoly-type pricing. As mentioned, many shippers l'lould 

no doubt quickly switch to private truck fleets and for-hire trucks 

would quickly expand their long-distance operations. 

Competitive rates such as agreed charges have resulted in 

a much more competitive market, which is precisely the situation the 

MacPherson Royal Commission recommendations were designed to achieve. 

It wol.Ùd appear that the shippers have benefited from a much wider 

use of competitive rates. 
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THE FUTURE OF COMPETITIVE RATES 

The possible expansion of competitive rates would s~em 

to be 1imited but they will be a potent force in retaining traffic 

for the rai1ways. In 1965 only 1.0 pel' cent of the tons shipped and 

2.7 pel' cent of the car10ads l'lere transported at class rates, the 

type of traffic most vulnerable to road transport, apart from L.C.L. 

and express traffic. Non-competitive c ommo dit y rates comprised 

31.6 pel' cent of tons handled)7 This type of traffic, hO\'lever, 

yields a 10\'1er re'\renue than competi ti ve rate traffic)8 statut ory 

rates accounted for 16.7 pel' cent of total tons39 but these rates 

are controlled by Parliament. 

The percentage increases in agreed charges from 1961 to 

1965 were 10.7, 12.2, 6.8 and 4.2 respectively,40 evidencing a 

decline in increase after 1963. It l'lould· seem nOVl (1967) that major 

patterns for freight rates have been fairly l'lell delineated. Probably 

any substantial expansion of competitive rates "lil1 be in regard to 

new traffic in the economy. In any event competitive rates have been 

(If value to the nation by enabling a competitive market situation to 

existe This should not be construed to lUean that a healthy trucldng 

industry is not importan~ to the nation. It is. HOl'J'ever, each mode 

of transport should be performing where the nation is receiving the 

greatest advantage possible. 

In the chapter \'lhich foUO\'1s there is an examination of 

the economics of demand for road and rail transport, which is closely 

bound up with the material in this chapter. 



-39-

FOOTNOTES FOR CHAPTER II 

1 From 1917 to 1923 the Canadian National Railways was formed from 
a number of financially embarrassed railways and also some lincs 
which the Government had owned previously. From this time 
onward, the Canadian National and Canadian Pacifie virtually 
comprised the industry. In addition, there are a number of small, 
local roads. 

2 See Appendix XIII. The study l'laS made by John R. Meyers and 
others and l'laS included in The Economies of Competition in 2 
Transportation Industries (Cambridge, Mass.: Harvard University 
Press, 1959), p. 190. 

This material "laS based on a study in the United states from 
1952 to 1955. It was sho"m that for all distance levels from 
fifty miles up, rail-boxcar long-run marginal costs were less 
than truck costs. For example, for a distance of fifty miles 
truck costs '\'lere B.BO cents per ton mile, ,\'lhile rail costs l'lere 
6.BB cents. For BOO miles truck costs iofere 3.24 cents, '\'1hile 
rail costs "lere 0.72 cents. Even adding a "service differential" 
cost, suffered by the shipper because of slOl'ler rail service, 
the rail costs per ton mile for 100 miles and beyond were less 
than truck costs. 

3 George W. Wilson, "Essays on Some Unsettled Questions in the 
Economies of Transportation," Foundation for Economie and 
Business Studies (Graduate School of Business, Indiana University, 
1962), p. 66. 

4 For a discussion of the "value-of-service" principle see A.W. 
Curriels book Economies of Canadian Transportation (Toronto: 
University of Toronto Press, 1959), Second Edition, p. 161. 

5 See ROY( Commission Report .2!! Transportation, 1959-1961, Three 
Volumes Ottawa: Queenls Printer), Volume II, p. 46. (This 
Royal Commission is generally referred to as the MacPherson 
Royal Commission. Hereafter this title will be used). 

6 There are five major categories of raili'lay rates. They are: 

1. Class Rates: Under class rates traffic is grouped into various 
classes and rates are set for each class. The present arrange­
ment includes ten classes, ,,.dth multiples in some of themo 
From a revenue point of vie,'i these are the highest rates but 
they are the foundation of the ''lhole rate system. 
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2. Commodity Rates: Two of the major categories are included 
under this heading. They are non-competitive commodity rates 
and competitive commodity rates. As the names imply" they 
are rates set on particular commodities. In the first case 
they are non-competitive" but are set to move economically 
the low-valued" bulk commodities. The other type is set to 
compete ~dth other forms of transport" especially road and 
water transport. 

3. Agreed Charges: These are contract rates. A carrier agrees 
to accord a specifie rate in return for the guarantee of 
transporting al! or any part of the goods of a shipper or 
group of shippers. They are a variation of a competitive 
commodity rate. 

4. Statut ory Grain Rates: These are rates \'lhich apply to grain 
and grain products for exporte They are set by statute of 
the Canadian Parliaruent. 

NOTE: Agreed charges l'lere imported from Britain and became 
legal for the Canadian raihlays in 193B" ''lhen the Transport Act 
\1aS passed. (See Sections 32 and 33 of the Transport Act, 
Chapter 271" R.S. 1952). In 1954-1955 there ~las a Royal Commission 
on Agreed Charges. Prior to the Royal Commission" the approval 
of the Board of Transport Commissioners was required for agreed 
charges. After the Royal Commission, this provision "taS elim­
inated by Parliament but an agreed charge rate could be contested 
by a shipper or another carrier under Federal jurisdiction" the 
Board being the adjudicator~ Other relaxations were also effected. 

For a discussion on agreed charges see: 

Report of the Royal Commission ~ Agreed Charges (Ottawa: Queen's 
Printer, 1955); _ ._ 

and 

Motor Freight Transportation, Certificate Course" University of 
Toronto (Toronto: Canadian Institute of Traffic and Transportation), 
Chapter lB; 

and 

Minutes of Proceeding and EVidence, Standing Committee ~ Railways, 
Canals and Telegraph Lines" Senate Bill ItBIt" 1937 and Bill 31, 
193B (Ottawa: Queen's Printer). 
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7 See footnote 6 above. From 1938 to 1950 application was made 
for approval of only forty-seven agreed charges, hall of "lhich 
were in effect by 1950. After 1955 greater flexi.bility was made 
in agreed charge procedures. 

8 The Board of Transport Commissioners for Canada, Annual Reports 
(ottawa: Queenls Printer), Years 1956-1965. (See Tariffs of Tolls). 

9 The Board of Transport Commissioners for Canada, Waybill AnaLvsis, 
Carload All-Rail Traffi~ (ottawa: Queenls Printer), 1954, p. 3. 

There was 1.8 per cent of tons shipped at mixed and multiple 
rates. It was not possible to distribute this tonnage over the 
other rate classes. Therefore, possibly competitive-type rates 
may have been slightly higher in proportion, as some of the 1.8 
per cent would no doubt have been included '\iith these rates. 

10 The Board of Transport Commissioners for Canada, Waybill Analysis, 
QE. cit., 1965, p. 3. 

II Ibid. 

12'-, D.B.S., Rai1way Freight Traffic (Otta'\'la: Queenls Printer), Year 
Ended December 31, 1965, pp. II and 41. 

13 D.B.S., Canada Year Book (ottawa: Queenls Printer), 1955, p. 839; 
1959, p. 782; 1963-1964, p. 762; 1965, p. 768; and D.B.S., 
Railway Freight Traffic, QE.. cit., Year Ended December 31, 1964, 
p. 12. 

14 There were various other factors considered such as damage, 
political and historical factors, but there was a broad re1ation­
ship bet'\"leen value and rates. 

15 D.B.S., Canada Year Book, QE. ~., 1965, pp. 895 and 899; and 
D.B.S., Canadian Statistical Review (ottawa: Queenls Printer), June, 1966, 
pp. 29-30. 

Both indicies are based on 1949 = 100. 

16 Reduced rates-for Maritime freight are included in the ton mile 
figures. This has been the case for many years. Also, in 1964 
no account is taken of the ~>50. 0 million subsidy paid in lieu of 
the MacPherson Commission recommendations. In addition, in 1965 
no account would be taken of the $19.0 million paid for the rail­
'\Vay labour settlement. These various subsidies are listed in·· 
Appendix XIX. 
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17 Georges C. Gouin, "C.T.A. Reports," Maritime Truck Transport 
Review (Moncton, N.B.: Maritime Motor Transport Association), 
August, 1966, p. 13, and January, 1967, p.ll. 

18 The Board of Transport Commissioners for Canada, Annual Report, 
QQ.. m., 1965, p. 13. 

19 Ses Annual Reports of Canadian National Rail~mys, 1923-1965. 

20 See: 

A Summary of ~ United states Higrtway ~ Allocation Study 
(Technical Publication No. 18. otta''la: Canadian Good Roads 
Association, June, 1963); 

and 

United States Department of Transportation, The Hight'1ay Cost 
Allocation S(Udy Supplementary Report, H. Doc. 124, 8th Congress, 
Is·t Session Washington: Superintendent of Documents, 1965); 

and 
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CHAPTER III 

DEMAND FOR ROAD AND RAIL TRANSPORTATION 

In Chapter II the road-rail competitive situation has been 

examined from a rate/cost point of view. The effectiveness of rail 

competitive rates, especia11y for longer distances, has been shown. 

This chapter deals ~dth the interrelationship of road and rail trans­

port demande 

DEMAND 

Freight Transportation Demand 

The dema.nd for physical products requires in most instances 

that the products be moved from one location to another. vlithout 

transportation facilities, this could not be accomplished. Therefore, 

'\'lhile transportation demand is not an end in itself,. it is a link in 

the process of fulfilling demand for physical products and it is a 

derived demande 

Demand for transportation may be viewed in diff~rent ways. 

One could consider the aggregate transportation demand curve for the 

industry as a "Thole. This would be the sum total of a ho st of demand 

curves for the different products facing a11 carriers in the freight 

transportation industry in Canada. Taking a fragmented vie\'l, the demand 

curve for each individual carrier could be dissected into a large number 

of demand curves for the various products seeking transportation service. 
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The circumstances surrounding demand for each product are different. 

Distances are different, handling costs ~ary because many types of 

equipment, and loading and unloading facilities are' required, and 

each commodity presents its o\m unique demande 

Further, different modes of transport encounter different 

costs for transporting the sarne goods over the sarne distance. Some 

find it more economical to operate in a particular distance field than 

do others. In vie"l'l of the broad range of products existing (animals 

and animal products, mine, forest, agricultural, manufactured and 

miscellaneous products), the different costs and the different 

advantages and disadvantages relating to each mode of transport, 

different demand curves exist for each mode. 

Where conditions for two modes of transportation are 

similar and substitution is possible, a high degree of competition 

will exist between them. Where one enjoys a distinct or out standing 

advantage, then competition will tend to be less until the point is 

reached where the advantage is eliminated, or almost so, or other 

offsetting advantages emerge from the other mode of transport, ~lual­

izing the situation. In parts of the road-rail transportation market 

in Canada competition is exceptionally keen between road and rail 

transport while in other parts su ch is not the case. Thus, there is 

a wide variety of transportation demand curves eX1sting in Canada, 

each evidencing its o~m degree of elasticity. 



-47-

Elasticity and Cross-Elasticity 

Elasticity. Demand may be described as an inverse relation 

between price and quantity. Price elasticity or elasticity relates to 

the change in quantity demanded as a result of a given p~ice change. 

The slope of a demanU curve gives an indication of the degree of 

elasticity existing. To measure more precisely the coefficient of 

elasticity of demand, the following formula may be used: 

E=.6Q_,b.P 
G · P 

i. e., the change in quanti ty di vided by quanti ty demanded is di vided 

by the change in price divided by price. This formula results in the 

relative change in quantity divided by the relative change in price. l 

If the coefficient E is greater than one, demand is sa1d 

to be elastic, or the relative change in quantity demanded is greater 

than the relative change in price. If elasticity is equal to one, it 

is considered to be unitary elasticity, and the relative changes in 

quantity and price are equal. If the coefficient is less than one 

and more than zero, it is considered to be inelastic. The relative 

change in quantity is less than the relative change in price. If the 

coefficient is zero, i.e., quantity demanded remains unchanged with 

price change, demand is perfectly inelastic,2 (See Appendix XII re 

arc and point elasticity). 

There are two aspects of elasticity of demand for transpor-

tation. First, as transportation is a derived demand, the overall 
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elasticityof demand will be determined by demand for theproduct, 

the ability of the product to bear costs and the possibility for close 

substitutes. For the sarne product nin two different markets, ove raIl 

elasticity will likely be different. For example, gravel for a 

residential building market and an industrial market would likely 

face quite different elasticities of demand because of the different 

possibilities for substitutes. There can be very complex relation­

ships existing between the area of production and the area of 

consumption. Thus, the elasticity of demand '\'1ill vary'Nith these 

complex relationships. 

Second, .dthin the ove raIl market demand, there can be the 

cross-elasticity of demand bet'\rleen the various substitutes .. rithin the 

market. 

Cross-Elasticity. Within the confines of the overall 

market, the more perfectly one good may be substituted for another, 

the greater .dll be the elasticity of demand for the first one and, 

also, the greater will be the degree of cross-elasticity of demand, 

i.e., the greater will be the numerical value of the cross-elasticity 

coefficient. 

Cross-elasticity expresses the relative change in the 

quantity of a good demanded as a result of a change in the price of 

another good. It may be m~asuredby the follovring formula. Using 

products A and B, the cross-elasticity of demand for product A may 

be ascertained by: 
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. 
-

The coefficient EAPs ia, therefore, the relative change 

in the quantity demanded of product A divided by the relative change 

in the price of product B. ~~ere croas-elasticity is numerically 

high, a relatively small change in the price of product B '\'lould result 

in a larger relative change in the priee of product A.3 

Road-Rail Elasticity and Cross-Elasticity. Aa stated, with 

a wide variety of transportation demand curvea existing ';n Canada, a 

\·dde variety of elasticities of demand would be evidenced. ~iithin the 

confines of the demand for the product, and '\'lhere any transportation 

service enjoys a monopoliatic position, the demand curve \'lOuld express 

relative inelasticity. Where a competitive transportation situation 

exists, the demand curves facing the various modes of transport would 

be more elastic in nature and a high degree of cross-elasticity of 

demand would be in evidence. In such situations there would be a close 

relationship between the demand for one mode of transport and that of 

the freight rates of its competitor or competitors. Thus, in the road-

rail transportation situation, increases or decreases in rail or road 

freight pricing, may or may not have an effect on the demand for the 

other mode of transport. It '\'lOuld depend on the possibility of sub-

stitution at the particular price levels concerned. 

Cross-elasticity in the road-rail situation may then be 

expressed by the following formulae. For road transport demand the 
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formula would be: 

Eroad p. ., = 
rO.I 

6.Q rwf _. ~f?4il 
Qtt'o.d Ru. \ 

for rail transport, the formula would be: 

Erail p. J :: 

roQ." 

.6Qrgjl 
Qro.it 

To understand better the demand for road and rail transporta-

tion in Canada, there follows a brief reference to total transportation. 

TOTAL TRANSPORTATION DEMAND 

Let us examine overall transportation demand and briefly 

refer to the relationship of road transport to the other modes. T.o 

aid us in this examination, the follo~dng percentage distribution of 

total net ton miles in 1965 l'TaS extracted from Appendix IV, sheet two: 

Oil Gas 
Rail Road Water Air Pipelines Pipelines Total 

Per Cent 4J..S 9.3 26.5 il- S.l 100.0 

* Less than one-tenth of one per cent. 

Water Transportation 

There are three areas l'lhere water transport is prevalent. 

They are the Atlantic Coast, the St. La\'1rence Sea't'1ay and Great Lakes, 

and the Pacifie Coast. 

While water transpor~ offers sorne competition to road trans-

port in the areas mentioned, there are factors \'lhich limit the freight 
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involved. First, water transport tends to carry lower-valued freight, 

while road transport tends to carry higher-valued merchandise. Second, 

for a number of months during the winter period, inland wate~~ays are 

not useable. Third, road transport attracts demand mainly because of 

its service advantage. Water transport is slow. Fourth, the areas 

mentione~ for water transport are geographically limited. Navigable 

wate~ys for freight transport are more extensive in the United States 

than in Canada. 

There are instances of '1ater competition in Canada but such 

situations would seern to be limited. For example, steel is transported 

by water up the coast of Vancouver Island. Formerly this steel was 

transported by road. 

Air Transport 

Air transportation of higher-valued merchandise, over longer 

distances, has been gro,~ng in recent years, as is mentioned later. 

Competition is offered to both road and rail transport. vfuile it is 

expected that air transport ,~ll grOl'l, the net ton mile data shown 

above indicate that air transport is performing a very limited amount 

of the net ton miles of the overall market. Further, probably a sig­

nificant amount of tonnage is being transported to the northern part 

of Canada. Therefore, while sorne tonnage is being competed away from 

road transport, it would appear to be a limited amount. Nevertheless, 

it is anticipated that in the years ahead the tonnage moved by air 

~dll increase significantly. 
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Oil and Gas Pipelines 

Because of their nature and the products they are carrying, 

pipelines would not seem to be a significant competitor of road trans­

port. Probably the indirect effects of pipelines on roadtransport 

are more pronounced than the direct effects. For example, where oil 

has replaced coal for heating, sorne trucldng may be eliminated but 

such competition would probably affecc rail transport more so than 

road transport. On the other hand, if oil pipelines reduce the cost 

of oil and gasoline for road transport, "lhich they probably do, or if 

they at least restrain cost from rising, then road transport could 

compete more effectively. 

Rail Transport 

Rail transport penetrates all provinces of Canada and, as 

mentioned in Chapter II, there has been severe competition between 

road and rail carriers. At the present time, rail transport is the 

important competitor of road transport. Therefore~ further analysit3 

is made below of the demand for these modes of transport. 

ROAD - RAIL INFORMATION 

The follO\dng data are used for our consideration of demand 

for road and rail transportation. 

First, the 1>1eyer study on long-run marginal cost, shOim in 
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Appendix XIII, is used, but only in a general way. Cost related 

to distance for specifie commodities can vary to some degree. 

George W. Wilson states: 

•••• The Commission (Interstate Commerce Commission) has 
remarked that: 

'In different situa.tions there may be a considerable 
variation in the distance beyond which the railroads 
will be found to be the low-cost carrier. In Southern 
territory in 1950 rail carriers were found to be the 
Im'l-cost carriers for distances in excess of 50 miles; 
in Illinois terri tory and trucliline terri tory, rail 
carriers were found in 1951 and 1953 to be the low-cost 
carriers for distances in excess of 75 miles.' 

and 

Again in 'Ne\'T Automobiles in Interstate Commerce', motor 
carriers vTere found ta have Im'Ter costs for less than 
400 miles. The Board of Investigation and Research, 
after a detailed study of transportation in the LevIer 
Mississippi Valley, concluded that 'truckload costs are 
materially higher than rail carload costs for all distances 
ab ove 100 miles. For shorter hauls, particularly ,vi. thin 
60 miles, truckload and carload costs are the saIne.' 

and 

••• any blanket assertion applicable to al! commodities ••• 
is distinctly misleading and irrelevant for rate-making 
for specifie traffic.4 

Furthermore, costs for specifie traffic are changing fram 

time to time. As a result, the aggregate cost is also changing. For 

example, consider the change in rail technology for transporting auto-

m?biles, which has reduced cost. Formerly, rail boxcars carryingonly 

four automobiles l'lere blocked wi th l'food for shipment. Today automobiles 

are driven onto bi-level and tri-level railway cars, the largest of 

which carry as many as fifteen automobiles. The cost of blocking has 
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been eliminated by the uae of chaina. While special equipment is 

restricted in its usage, the railways, with these new cars, are likely 

to be more competitive for shorter distances. However, the overall 

road-rail technology haB unlikely changed sufficiently to invalidate 

the use of the :t-feyer study for our purposes. 

The second set of da'~a is sh01.ffi in Appendix XIV 0 Shown 

are the average distances road and rail traffic is transported, a 

related quotation, and revenue per ton mile. 

Third, AppendL~ XV shows the number of tons of road and 

rail traffic in 1963, divided into higher-valued and lower-valued 

categories. Also shown is a distribution of tonnage on an average 

distance basis. 

Two points for comment are: First, tonnage as a traffic 

indicator is used in this study because the analysis is made on three 

distance-market bases, i.e., the short-, intermediate-, and long-haul 

markets, to be defined later. The market is an indicator of the 

mile age factor. Analysis on a national aggregate basis would require 

ton miles in order to comprehend miles and tonnage. 

Second, average distance data obtained from Dominion Bureau 

of Statistics publications and the \'1aybill Analysis are used. Sorne 

fairly broad decisions are made in dividing the road-rail traffic 

market on a distance basis. However, only rough proportions are shown. 

Therefore, this data is sufficient for our purpose. 

One arbitrary decision which is made is that double the 

average distance shO\ffi will constitute the approximate upper limit of 
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the market for the particular traffic involved. For example, if the 

average distance is 100 miles, then the upper lirnit could possibly be 

in the area of 200 miles. It is realized that the lower and upper 

limits for one group of products could vary with those of another 

group and yet similar averages could result for the two. The average 

distance data must, therefore, be considered along ,.Ji th information 

contained in the other appendices. 

One further point is that there are really no sharply 

delineated limits to any market. One person may consider the short­

haul market to be 150 miles;; "-Ihi1e another may judge it to be 200 miles. 

The fourth set of data is sho\'ffi in Appendix XVI. ShOi'ffi are 

the results of discussions with traffic officers on traffic distances 

and freight rate problems. 

Appendix XVII indicates road mileages between various Ul'han 

centres. 

It should be noted that tonnage of both for-bire and private 

intercity transport are included in our ana1ysis because, actually 

there is only a difference in owership ar.L ......tlgement. 

Major Conclusions From Data 

~. In the aggregate, the long-run marginal cost of road 

transport is less than that of rail transport up to the distance of 

approximately 100 miles. 

Distances. Appendix XIV, sheets one and t,vo, shows that 
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products of higher value, i.e., food, feed, beverages, tobacco, 

livestock and manufactured goods, were transported average distances 

ranging from eighty-three ta 104 miles. The average high distance 

for most conunodities was 300 miles or less, with only one commodity 

(meat and meat preparations) exceeding this amount. 

The overall average distances for rail transport ranged 

from 540 ta 1,017 miles, with the high average for the various com­

modities ranging up ta 3,000 miles. 

Low-valued cornmodities, i.e., logs, pulpwood, ores, 

concentrates, coal, stone, gravel, and grain for rail transport,5 

are shmm as crude materials in Appendices XIV and XJl. These corn­

modities moved an average distance of fifteen miles by road. The 

high average of any commodity was 320 miles, lvith most somewhat less 

than 100 miles. 

Low-valued commodities were shipped an average of 205 miles 

by rail, much less than high-valued products. The high average was 

almost 3,500 miles, but lnany products registered high averages of 

100 or 200 miles. Sulphur, rough lumber and coal were transported 

the longer distances. 

One may conclude that lOl'I-Valued commodities travel shorter 

distances than do high-valued commodities, i~~cating a lesser ability 

to absorb transportation costs. Also, road transport generally oper­

ates l'rithin shorter distances than does rail transport. 

Revenues and Freight Rates. Appendix XIV indicates that 
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rail revenues per ton mile are considerably lower than those of road 

transport. Appendix XVI indicates that with the use of competitive 

rates, rail transport accords lower rates than does road transport. 

The substance of the interviews mentioned in Appendix XVI was that 

for long-distance, cross-country shipments, rail 1s primarily used 

and advantage 1s taken of agreed charges. For limited movements, road 

transport 1s used. 

HIGH- AND LOW-VALUED CO}lliODITIES 

Before discussing demand curves, comment should be made 

on high- and lou-valued commodities. 

As mentioned, high-valued products have a much greater 

ability to bear transportation costs than do low-valued products, which 

can affect the choice of carrier. For example, the freight rate for 

moving coal from point A to point B may be ;P4.00 a ton, ,,,hile the 

selling value of the coal may be $15.00 a ton. On the other hand, 

the freight charge may be $10.00 to transport a television set from 

point A to point B, but the selling value of the set may range up to 

$900 or more. 

Sorne earlier conclusions 't'lere that road transport has an 

economic advantage over rail transport up to a distance of 100 miles; 

that revenue per ton mile from road transport is significantly higher 

than that of rail transport; and that low-valued commodities generally 

travel shorter distances than do high-valued commodities. The strength 

of road transport, the high-cost mode, is its service advantage, which 
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allows minimum inventory costs and a decentralization of industry. 

The strength of rail transport is that as distance lengthens, its 

economic advantage increases. 

Road transport service advantage is attractive to high­

valued goods, as these cornmodities- can bear higher rates for transpor­

tation. Thus, within certain distance limits, the shippers of high­

valued goods seek the carrier with the service advantage up to the 

point where it is competitively possible for another mode to enter 

the market. 

On the other hruld, transportation costs are extremely 

important to commodities of 10\'1 value. Rail transport has the economic 

advantage to offer rates sufficiently low so that these crude products 

are able to move longer distances to market. Generally, rail non­

competitive rates apply. In 1965 non-competitive c ornmo dit y rates on 

these products produced rail revenue per ton mile of 1.44 cents, 

compared ,ilth 2.61 cents for competitive c ommo dit Y rates; 1.84 cents 

for agreed charge contracts; and 3.95 cents for class rates. 6 Further, 

Appendix XIV, sheet two, indicates that, including grain, the rail 

revenue per ton mile for crude materials was lQ2 cents, while for road 

transport it was 6.1 cents, or five times that of rail. Coupling these 

revenue data \'dth that of the average distance data of fifteen miles 

for low-valued commodities (aee Appendix XIV, sheet two), indicates, 

with present technology, the limitation of movement of crude material 

by road trrulsport ruld the necessity of rail transport for 10\'1-valued 

commodities. 
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Further, while the speed of road transport is important to 

high-valued products because of inventory problems, the situation is 

not the sarne for lO\'f-valued cOlIUllodities. In most instances the latter 

can be stockpiled in an open area nullifying, to a large extent, 

benefits which could be gained from a faster mode of transport. Inven­

tory costs would be the fenced or open field are a required for 

stockpiling and, in some instances, patrol activity is necessary. 

For example, with coal piles, spontaneous combustion can result in 

sporadic fires. In most instances handling of the 100'f-valued commodi­

ties can take place ,'li th large mechanical shovels or cranes. Higher­

valued products generally require buildings - often heated. Frequently, 

there is the possibility of spoilage of products and a need for careful 

handling. There is also the risk of pilferage. 

In swrunary, rail transport is very suitable for low-valued 

cornmodities, but the flexibility of road transport is important for 

their movement for short distances and in locations where rail lines 

are not available. 

MARlŒT DEHAND CUllVES 

Let us now consider market demand for road and rail trans­

portation in Canada. Six general market situations are examined. 

These markets include three distance markets, i.e., the short-, 

intermediate-, and long-haul markets, for both high- and 100'J'-valued 

cornmodities. Because of the large range of products transported, many 

products would fall into an intermediate-value range between the high-
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and low-valued categories. To truce cognizance of such products, 

adjustments would be necessary in the demand situations postulated 

belOl-l. 

To view the demand in each market for road and rail trans­

port, total demand curves, as a function of priee, follow. There is 

then shown separate series of road and rail curves, based upon the 

pricing policy of the competing mode. 

TOTAL DEHAND CUR\TES 

Total demand curves express the aggregate of individual 

demand curves of each product in a market, which curves are determined 

by a host of market factors. The individual market demand curve for 

each product determines the demand for transportation for that product 

and the elasticity of demande This elasticity of demand for trans­

portatio~_for each product is deteFmined by the possibility of close 

substitutes and, also, the ability of the product to bear freight costs. 

Therefore, the elasticity of demand for the total transportation demand 

curves which follow is determined by the elasticities of demand of the 

individual products comprising the market. 

Distinguished from the total curves are the modal curves. 

They follow later. Each mode faces its own demand curves, the elasti­

city of which is determined by its o~m ability to priee and its 

competitor's pricing policy, always, however, confined bY,the elasticity 

of total demand for the products being transported. 

For bath high- and lOl'l-valued commodities the three distance 
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marl<:ets will be discussed and then the total curves will be shown. 

High-Valued Commodities - Distances. Proportions and Prices 

Short-Haul Market - Distance and Proportions. Our short­

haul market comprehends approximately 200 mIes - about twice the 

overall average distance which high-valued traffic is transported by 

road. (See Appendix XIV). Various intercity trips entail distances 

of over 100 miles but do not exceed much more than 200 miles. Examples 

are: Montreal to Quebec, to Cornwall, to ottawa, to Sherbrooke; 

Toronto to London, to vlindsor, to Kingston, to Cornwall; vlinnipeg to 

Brandon; Calgary to Edmonton; Regina to Saskatoon; and Vancouver to 

Penticton, and to Kamloops. There are many others. 

Appendix X!J, sheets tl-m and four, indicates that for the 

suggested short-haul market road transport handled approximately 

95.5 million tons of high-valued goods, while rail transport carried 

about 2.1 million 4ons. 

Intermediate-Haul Market - Distance and Proportions. The 

intermediat'e-haul market would probably fall in the approximate 200 to 

800 mile range. The MacPherson Commission report, in its third volume, 

discussed the subject of length of haul. It would seem the Commission's 

medium haul l.vould possibly be about 500 or 600 miles. 7 This does not 

deviate greatly from the 800 miles suggested wh en one considers the 

improvement in roads and equipment in recent years. There are various 

urban centre rWlS which involve distances of 600 to 800 miles. For 
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example, the distance from Montreal to Halifax: is about 840 miles, 

wi thin the approximate intermediate range. From Montreal to Windsor, 

Ontario, it is almost 600 miles; from Sudbury to Fort \'lilliam, just 

over 600 miles; from Winnipeg to Calgary, about 825 miles; and from 

Calgary to Vancouver, about 675 miles. Fw:'th€lr, if a truck ''lere 

travelling at an average speed of fort y to forty-five miles an hour, 

a distance of about BOO miles could be traversed in from eighteen to 

t''lenty hours. 

An article in The Financial Post8 dealt with a road trans­

port contract for hauling 12,000 lengths of pipe. While the article 

spoke of return trips, it stated that fort y trucks were travelling up 

to 800 miles daily to Alberta and Saskatche''lan points from Calgary. 

A spokesman for Gibbs Transport Company, Ltd., the Company involved, 

stated that while the actual cost of the road haul is higher than 

rail, only one loading and one unloading of pipe is required. Also, 

lower damage costs are involved. In this instance, these factors 

afford a lower market price for road transport than for rail transport. 

While road traffic thins out beyond 500 miles, vdth present 

day possibilities for truck transport, BOO miles would not appear to 

be an excessive approximate mileage for the intermediate haul. 

Appendix XV, sheets tvTO and four, indicates that road trans­

port carried 68.6 million tons in the postulated intermediate- and 

long-haul markets for high-valued goods, i.e., the tonnage was transported 

greater than an average distance of 100 miles. 
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There is not a division shown in the averages between our 

intermediate- and long-haul fields. One piece of information which 

will help to divide the tonnage between these two markets relates to 

interprovincial and international road traffic. In 1963 only 7.7 

million tons, or 2.5 per cent of the total 310.2 million tons of for­

hire and private inter city transport crossed one or more provincial 

borders. 9 Undoubtedly, of the total tonnage, this 2.5 per cent of 

tonnage was moved the greatest distance. Further, unless this traffic 

crossed a provincial border, it is unlikely the distance it was carried 

would exceed our postulated 800-mile intermediate-haul field. Some 

intra-provincial traffic could travel more than 800 miles in Ontario 

and Quebec but the amounts '\vould not be great. For example, Toronto 

to Fort vlilliam i'lould be about 870 miles, and Wind~or to Fort vlilliam, 

about 1,114 miles. However, su ch instances are not numerous. 

A rough analysis of the 7.7 million tons l'lhich crossed one 

or more provincial borders, indicates that between 2.5 and 3.0 million 

tons of the 7.7 mi~lion could probably have exceeded an approximate 

distance of 800 miles.10 It has been decided to show a proportion of 

about 65.6 million tons of high-valued commodities for road transport 

in the intermediate-haul field and about 3.0 million for the long­

haul field. 

For the rail proportion, approximately 40.0 million tons 

will be used, that amount averaging between 100 and 400 miles in 

distance. 

Long-Haul Market - Distance and Proportions. Our postulated 
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long-haul market would comprehend distances beyond appraximately 

800 miles. Road transport carried about 3.0 million tons of freight 

in this market, 'Ir'1hile Appendix XV, sheet four, show's that rail ton-

nage was almost 73.0 million. 

Total tonnage for each market for both modes of transport 

is shown in the three curves in Figure l below. 

o 

FIGURE l 

Road and Rail Total Dernand Curves, High-Valued Cammodities, 
Short-, Intermediate-, and Long-Haul Markets, Canada 

SHORT ~ IIAUL MARKET 
PRlt~ 

PE.R 
'faN p, 

o 

101'15 

PRltl: 
PER n 
'faN r, 

o 

l..ONc;. ~ HALO .. MARKET 

faNs 



-65-

MArket Prices. .The above curves are drawn to indicate 

market price differentials, as Appendix XIII indicates that costs 

increase with distance.· Therefore, for comparable shipments, the rates 

would be higher in the long-haul market than in the intermediate-haul 

marlŒt, with the lowest rates in the short-haul market. ll 

In summary, it will also be noted that in the above curves 

the largest tonnage proportion is in the intermediate-haul market, and 

that the smallest proportion is in the long-haul market. Further, the 

slope of the short-hau! curve is sunilar to that of the intermediate­

haul curve, while that of the long-haul curve is more steeply inclined. 

LO\'l-Valued Conunodities - Distances, Proportions and Prices 

Short-Haul Market - Distance and Proportions. As in the 

high-valued conunodi ty market, our short-hau! market is about 200 miles. 

Appendix XV, sheets two and four, indicates that 98.1 per cent of road 

tonnage - 143.3 million tons - l'laS carried an average distance of less 

than 100 miles. About one-fifth, or 18.0 million tons, of rail traffic 

l'laS included in this market. 

Intermediate-Haul Market - Distance and Proportions. As 

formerly, the intermediate-haul market would range from approximately 

200 to 800 miles. Appendix XV, sheet two, indicates that onlyabout 

two per cent, or approximately 3.0 million tons of low-valued conunodi­

ties were moved by road in the intermediate haul. Sheet four of the 

sarne Appendix indicates that about thirty-two per cent, or 25.0 million 

tons were transported by rail in this market. 
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Long-Haul Market - Distance and Proportions. Our long-haul 

market \'lould exceed approximately 800 miles. Appendix XV, sheet two, 

indicates that road transport would not be handling low-valued traffic 

in this distance r.ange. Sheet four, of the sarne Appendix, indicates 

that rail transport handled about 35.0 million tons in this market. 

Below, in Figure II, are the three market curves for low-

valued commodities. 
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FIGURE II 

Road and Rail Total Demand Curves, Lm-l-Valued Gommodities, 
Short-? Intermediate-, and Long-Haul r.farkots, Canada 
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·Market-Prices. i3kcaus6 of the lesser ability of lO\'l-valued 

goods to bear freight costa than those of high value, the total demand 

curves, in Figure II above, are drawn at lower levels than those in 

the high-valued goods market. To iUustrata the difference in priee 

levels take, for example, road trips up to fifty miles. Livestock 

produced revenue per ton mile of 20.1 cents; food, feed, beverages and 

tobacco, 17.8 cents; manufactured materials, 10.1 cents; inedible products 

(e.go, automobiles), 35.7 cents; and general freight, 24.9 cents. In 

the srune distance range, 10lv-valued commodities produced 7.3 cents 

revenue per ton mile.12 For rail transport, the revenue per ton mile 

for manufactured and misceUaneous commodities "t'Tas 2.49 cents, '\'Jhile 

for mine products it was 1.12 cents.13 

Because lO\'1-valued connnodities cannot bear relatively high 

freight costs, they evidence greater elasticity of demand than do high-

valued commodities. In the curves above, the tonnage proportions have 

been dra\'m at one and one-half times the proportions for high-valued 

goods. This emphasizes the increase in elasticity. 

It will be noted that the slope of the short-haul curve 1s 

much less steep than the other curves sho\oJIl. This indic~tes that a 

relatively small increase in price results in a relatively large 

decrease in quantity demanded. 

In sunnnary, the high-valued commodity market indicates a 

total tonnage of about 280 million tons, fai.rly \'1eU distributed over 
,. 

the three distance markets. The lOl"l-valued commodity ma.rket had a 

tonnage of abou~ 225 million tons, of which approximately 161 million 
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tons, or about seventy-one per cent was transported in the short-haul 

market. 

MODAL DEMAND CURVES 

The total curves as a function of priee have been depicted. 

Examination of modal curves as a function of the pricing policy of 

the competing mode l'd.U now be undertaken. 

Before proceeding with the analysis of the road and rail 

transport curves, brief reference l'dU be made to some demand curves 

"/hich may e.xi.st in the various markets. Because of the variety of 

situations, there are possibly marl~ets of monopolistic competition (urban 

areas), oligopoly, and areas of monopoly for both road and rail transport. 

First, in the case of monopolistic competition where a 

number of carriers are operating and there is a differentiation of 

service, each carrier \'Iould face its own particular demand curve, l'lhich 

would be fairly elastic, indicating the possibility for substitution. 

These curves could be similar to the foUowing: 
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Monopolistic Competition Demand Curves 
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The t\'TO most prominent types of market, situations are 

oligopoly and monopoly. Governments in the regulation of intercity 

routes generally restrict the number of trucking campanies operating 

in an area. The nwnber varies depending on the province. In addition, 

there may be railway lines penetrating the area. In such situations 

oligopoly exists. There a.re areas of monopoly, however, where only 

one truck line or one rail line enters an area. For example, the Quebec, 

North Shore and Labrador Railway is the only vehicle for ore transpor­

tation from its base. Also, there are many areas served by one truck 

line. 

In intercity service, at least for a limited time period, 

both road and rail transport have monopoly positions in portions of 

their market operations. In such instances, the mode concerned would 

face a relatively inelastic downward-sloping demand curve, such as 

the follo\dng: 

FIGURE IV 

Monopoly Demand Curve 
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In other portions of the sarne market area, a mode of trans­

port may have sorne monopoly attachment within a price range because of 
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the service advantage in the case of road transport or the economic 

advantage in the case of rail transport. HO\'lever,) should the priee 

rise sufficiently, another mode may be able to successfully enter 

this market area. Thus the original mode could be facing a kinked 

demand curve, similar to the following: 

'FIGURE V 

Oligopoly Iünked De.mand Curve 
Pl\ltE 
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It \'Till be noted that there are two portions to the demand 

curve, i.e., from point C to point B, or up to priee level Pl' and the 

portion from point B to point A, above priee level Pl. The slope of 

the portion BC is steeper than that of portion AB. The latter portion 

is more elastic than the former, because it expresses the greater 

possibility for substitution. A lnode of transport may enjoy a service 

or economic advantage over another mode, \·d.thin a certain priee range, 

i.e., in this case, up to Pl. This would result in the less elastic 

portion of the curve - BC. However, if the particular mode increased 

its priee beyond Pl' a critical threshhold, it could expect to lose 

sizeable amounts of traffic because of the possibility of substitution. 

There would be an appropriate shift in the demand curve of the competing 



-71-

mode.14 

The critical threshhold at Pl priee level would be a general . 

priee area rather than a sharply-delineated threshpold, because of 

the large number of products involvede 

The priee on the vertical axis would include al! èxplicit 

and implicit costs with which the shipper or consignee would be faced 

to have commodities available for the particular functions for which 

they "Iere obtained. Therefore, the point 1tlhere a shipper is willing 

to substitute road transport for rail transport, or vice versa, would 

be where al! the costs for one mode would exceed al! the costs for the 

other mode. A Idnked demand curve, as described above, exists ina 

situation '\"lhere two, or a fe'\i, sellers are involved.15 

It is suggested that this oligopoly type of curve exists 

to a considerable extent in the road-rail market in Canada. First, 

road and rail transport have been competing for about four decades. 

These industries are established. Second, discussions "dth road trans­

port tariff advisors revealed that road transport rates increase fram 

all economic factors and may, or may not, increase when rail increases 

occur.16 There appears to be no definite pattern and, thus, the railways 

cannot be certain of a road priee change when their own rates are in­

creased. On the present basis of price-setting, should a build-up of 

costs occur for road transport, and an increase in road, priee takes 

place after a rail increase, then it is suggested the kink would move 

to a higher position. One tariff advisor stated that on certain occa­

sions when the railways increase their rates beyond the critical 
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threshhold and they find that road transport rates are not increased, 

then the railways will reduce their rates to compete for the traffic 

involved. 

In a particular market, a mode of transport may face a 

downward-sloping demand curve for part of its traffic and a kinked 

demand curve for the other part of its traffic. The demand curve 

that it would then face would be a combined do~m\~d-sloping curve 

and a Idnked curve, such as follO\·lS: 

li'IGURE '[.!. 

Combined Monopoly and Kinked Demand Curves 
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The demand curve would be ABCD. As will be noted shortly, this type 

of curve is suggested for a nmnber of the postulated market situa-

tions which follow. 

There is also the market condition where one mode of 

transport cannot operate profitably belo"1 a certain priee level. Never-

theless, at that certain priee level it can enter the market and compete 

effectively. The priee level at whieh it can enter is the priee level 

at l'lhieh the kink oceurs in the demand eurve or the critical threshhold 

of the eompeting mode of transport, i.e., Pl in the diagram below. The 
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portion of its curve from point C to point B ,dll be fairly elastic, 

up to priee level P2. However, because of sorne monopoly attachment 

in the limited time period, the AB portion is more steeply inclined 

than the BC portion. The suggested curve would be a reverse kink as 

follows: 

FIGURE VII 

Reverse Kink Curve 
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ROAD DEMAND CURVES 

Urban Transport 

Road transport in urban centres supplies the transportation 

service for movement of goods. In most larger urban centres, the road 

transport industry comprises a fairly large number of operators and, 

thus, monopolistic competition frequently is the existing market 

arrangement. The demand curves ,"ould be similar to those shm'ffi in 

Figure III, page 68. 

Intercity Road Transport 

lihat are sorne of the possible demand curves facing road 



-74-

transport in intercity service? The service advantage of road trans­

port has resulted in the elimination of many small rail\~y stations 

throughout Canada. Local monopolies have resulted for road transport. 

It is claimed by Canadian Trucking Associations, Inc., that there are 

at least 14,000 communities in Canada serviced only by road. Further, 

many of these communities, which are at a distance from rail +ines, 

would have the service of only one truck line and very limited private 

trucldng. While private trucking can be expanded in some situations, 

there is a limit in that probably only larger organizations can 

utilize it to any extent because of volume limitations for âmaller 

shippers. In any event, both types of trucldng are included in our 

tonnage data for comparison purposes. 

Where these local monopoly situations exist, road transport 

\'lould face a dO\'1Ilward-sloping demand curve, as shol'm in Figure IV, 

page 69. I? such instances, the slope of the curve \muld be deter­

m1ned by the elasticity of demand for the products transported and 

the abilityof those products to bear freight costs. 

While road transport holds monopoly positions in certain 

instances, there are other cases where it faces a kinked demand curve, 

as sho~m in Figure V, page 70. 

If part of a market is of a monopoly nature, l .. ti.th a 

do~mward-sloping curve, and part is oligopolistic, which involves a 

kinked demand curve, then a combined kinked and reverse Idnk curve 

results, as sho~ in Figure VI, page 72. 
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For longer distances, where road transport can only com­

pete at higher priee levels, a reverse lCUù< occurs, a more elastic 

portion occuring for traffic for l'lhich it can compete, i.e., portion BC, 

and a small part being of a monopoly nature, ioe., portion AB. This 

type of curve is shown in Figure VII, page 73. 

There may also be a market in which road transport does 

not n01.'l operat.e but the possibility would ex:i.st for it to enter the 

market should the priee level be sufficiently high. In such circum­

stances a fairly elastic, dOl'lmvard-sloping demand curve l'fould ex:i.st. 

N01.'f that the va.rious possibili ties for road transport have 

been considered, let us look at the curves ex:i.sting in our six postu­

lated markets. 

High-Valued Commodities. The suggested road transport 

curves for high-valued commodi t:Les are shm'm belOl'f in Figure VIII. 

They are based on the tonnage proportions mentioned previously in 

this chapter. 

It·will be observed that the demand curves shown for the 

short- and inter.mediate-haul markets are combined kinked and reverse 

kink curves. While the explanations of these curves are the sarne, 

the specifie slopes of the curves are different. A reverse kink curve 

is shown for the long-haul market. 
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FIGURE VIII 

Road Transport Demand Curves, High-Valued Commodities, 
Short-. Intermediate-. and Long-Haul Markets z Canada 
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In the short-haul market road transport carried 95.5 million 

tons, while rail transport carried 2.1 million tons. This signifies 

the importance of the service advantage of road transport and its bene-

fit for high-valued commodities, particularly in the short haul. A 

weakening of road transport service advantage and a strengthening of 
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rail transport economic advantage is indicated in the intex,nediate 

haul, as 65.6 million tons were handled by road transport, lihile rail 

transport hand.led 40.0 million tons. 

While th~ superior service advantage of road transport 

diminishes liith the lengthening of distance, and the economic advantage 

of rail transport increases, the service advantage of road transport 

is of importance to many shippers of high-valued commodities. Also, 

there are many locations where rail transport is either not available 

or very poorly located from the shipper t s viel'lpoint. Road transport, 

therefore, still experiences demand for its service in the intermediate­

haul market. On the other hand, the increase in rail economic advantage 

enables the extension of competitive rates. Rail piggyback, contain­

erization and other technological innovations become more effective 

for railliays, aiding their competitive strl3ngth. There is then in the 

intermediate haul a more equally competi ti ve market than in the short 

haul. 

The above short- and intermediate-haul market curves are 

based on the explicit assurnptions that road transport can retain ton­

nage provided it priees only up to the critieal threshhold level or 

to the kink in the curve. Hm'/ever, should road transport prieing 

exceed this general area, rail transport eould sueeessfully enter the 

market and eompete. Elastieity and eross-elastieity of demand l'lould 

both inerease. At higher priee levels there exists a monopoly situa­

tion for a small portion of the traffie, at least for the limited time 

periode 
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The portion of the eurves from point D to point C, up to 

priee level Pl' for both the short- and the intermediate-haul eurves, 

is less elastie than the portion BC. This is brought about by the 

service advantage of road transport. For the traffie eoneerned, rail 

transport eannot eompete sueeessfully below priee level Pl. General 

priee level Pl would be a suffieiently high level of a1l road explieit 

and implieit eosts to allow rail transport to eompete. Any variation 

or change in priee upward, beyond the eritieal threshhold, wOuld 

result in the road priee exeeeding the rail priee. Thus, to retain 

traffie, road transport would priee at the general threshhold priee 

level of Pl or below. To exeeed this level would result in lost traffie. 

Beeause of the possibility of rail transport entering the 

road market at the general level of Pl' a kink ,-muld oeeur in each 

curve, and the BC portion in eaeh case l'muld be less steeply inelined. 

This portion would beeome more elastie than the CD portion. There is 

an interdependence between road and rail transport for traffie in the 

BC portion of both road curves, i.e., between priee levels Pl and P2 • 

If road priee were inereased between Pl and P2 , the lost tonnage .would 

be taken by rail transport and an appropriate shift would result ·in 

the rail curve. In the BC portion of the roadcurves eross-elasticity 

is greater than at points below point B. 

However, in the limited time period at least, l'lhere rail 

service l'lould not be available, the tonnage relating to the portion of 

the curve from point B to point A, '"1ould be of a monopoly nature. The 

slopes of the demand eurves in the AB portions would become more steeply 
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in cline d, and a reverse kinIt \'1ould result at point. B. Cross-elasticity 

would be less than at points between B and C. 

Theoretically, this monopoly situation would exist only for 

a limited time because it could ba argued that over a longer period, 

rail transport could be enticed into these monopoly areas if priee were 

sufficiently high. In practice, it is not likely that rail transport 

would enter such areas because of the many problems railways have 

faced in the past with line abandonments. Furthermore, probably 

gover.nmental control and other action, such as subsidies, would prevent 

relatively high priee levels. In addition, an increase in competition 

within the road transport industry itself and substitution of private 

carriage, wherever possible, l'1ould, undoubtedly, control rates. 

The appearance of the kinks in these curves would be deter-" 

mined by the competition available from rail transport, \v.ithin the 

overall confines of the total demand curve, \'1hich in turn \'1ould be 

deter.mined by the "demand for the various products. 

The intermediate-haul marke"t, for high-valued goods, is 

probably the most competitive area of the six markets examined. The 

competitive ability of road and rail transport is equalized in this 

area more than any other. 

As stated, for the road transport long-haul, high-valued 

commodity curve, a reverse kink is sho\'Jll. A very small tonnage propor-
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tion is involved. 

Below price level Pl' road transport cannot compete in the 

long-haul market. In Chapter II i t l'TaS mentioned that the profitable 

type of freight for road transport in the long haul is that which is 

equivalent to L.C.L. railway freight and railway express. This traffic 

bears the highest rates and constitutes a relatively small volume of 

total railway tonnage. Under present conditions, i.e., present technol­

ogy and governmental control of truck \'Teights and lengths, rates equal 

to the highest type of raill-my rates are necessary for road transport 

to operate profitably in the long-haul market. In the period up to the 

middle 1950 l s, many of the high value-of-service rail rates "lhich 

existed allowed road transport to compete effectively. According to 

Mr. J. }facDuff, General }fanager of Gill Interprovincial 1ines, Ltd., 

the raill-lays have made it difficult for road transport to compete in 

the long haul for anything but the 1.C.1. and express rail traffic by 

instituting competitive rates in more recent years. Further, the rail­

ways have striven to the greatest degree possible to consolidate L.C.1. 

freight and express traffic into carloads. By the use of agreed charges, 

incentive rates for volume, piggyback, containers and automated freight 

sheds, the railways have endeavoured to eliminate small shipments. 

The portion of the demand curve from pointC to point B, is 

relatively elastic. Cross-elasticity of demand is high for the tonnage 

involved because of the possibility of sùbstitution. HovTe.ver, the 

portion of the curve from point B to point A, represents traffic which 

is of a monopoly nature. Thus, the slope of the demand curve in the 
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AB portion would become more steeply inclined than the BC portion. 

C:rüss-01asticity l'lould decrease. 

Of necessity, price levels for the long-haul market would 

be higher than price levels in the short- and inter.mediate-haul 

markets. 

While particular ldnks exist in the curves, should ei ther 

road or rail transport exceed the critical threshhold in any of the 

curves ShOl'ffi, or to be shm'ffi shortly, then the curve of the competing 

mode woald shift because of the additional traffic gained. 

Sunnnary. In the short-haul market, road transport evidenced 

considerable ability to compete, but, liith lengthening distances, 

this ability'\-Ias greatly reduced. In the long-haul market road trans-
-
port can compete only above a certain price level. In the three curves 

discussed, there is a portion in each where there is an interdependence 

of road and rail transport and cross-elasticity of demand is greater 

than at other portions of the curves. 

LOvl-Valued Commodities. The inability of low-valued com-

modities to bear transportation costs is evidenced in the tonnage of 

these commodities moved by road and the short distances involved. 

The three demand curves shmoJrl belo'\-l in Figure IX express the situation. 
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FIGURE IX 

Road Transport Demand Curves, Low-Valued Commodities, 
Short-, Intermediate-, and Long-Haul l.farkets, Canada 
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It "\dll be observed that there is one barely distinguish-

able combined kinked-reverse Id.nk curve, a reverse kink curve, and a 

small, relatively elastic,downward-sloping curve. 

As stated, the tonnage proportions in the short-haul market 

were 143.3' million tons for road transport and 18.0 million tons for rail. 
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In the intermediate haul, onl;y 3 0 0 million tons \1ere transported by road, 

1"lhile rail carried 25.0 million tons. In the long-haul market, virlually 

nothing "NaS transported by road, "'lhile rail carried 3500 million tons o 

The description of the road transport short-haul demand 

curve for lO\'l-valued commodities is much like that of the short-haul 

curve for high-valued commoditieso H01"I6Ver.ll there are differenceso 

The demand curve for 10l'1-valued commodities is not nearly 50 steep, 

displaying greater elasticity at all points than does the curve for 

the higher-valued group. There are three reasons. First, rates are 

101'ler for similar situations 'l'Then compa.red 1"Tith the high-valued com-

modity marketo Second, the tonnage proportion is much greater, ioeo, 

ll~303 million tons compared i'Tith 9505 million tons. Third, to emphasize 

the elasticity of demand, tonnage proportions have been shot"ID at one 

and one-half times those shOi:In for high-valued goods 0 

A slight Idnk is sh01"In at point C of the short-haul curve", 

indicating the critical threshhold. This evidences the level at '"Thich 

rail transport may be substituted for road transport. Because of the 

competitive situation bet,,".reen road and rail transport in the BC portion 

of the curve, any slight increase in price by road transport vlould 

result in a relatively large decrease in quantity demandedo 

The slope of the AB portion of the curve uould increase 

slightly over the BC portion, because of sorne monopoly traffic being 

available to road transport in the llinited tille period at leasto 

The laclc of ability of road transport to be able to provide 

economic service for lm'l-valued conunodities in the intermecliate-haul 
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market, is evidenced by the reverse Idnk demand curve shOl'lll. Road 

transport cannot compete below price level Pl' which ia similar to 

the long-haul road transport market for high-valued conunodities. 

Betlieen point C and point B, the traffic could be competed 

for by both road and rail transport and, thus, this portion of the curve 

would be relatively elastic. From point B to point A, road traffic would 

be of a monopoly nature, in the limited time period at least. Thus, the 

slope of this portion of the eurve would be steeper than the BC portion. 

As road transport virtually does not opera'ce in our postu­

lated long-haul market, a limited, relatively elastic, dol'mt'lard-sloping 

demand eurve iB shmm. Theoretically, at sorne rail priee level road 

transport eould eompete for traffic, more probably l.Ji th inereased use 

of road bulk-haulirig equipment. The types of produets whieh produce 

higher revenues per ton mile, and l'lhieh may be involved, l'muld be 

niclde, copper and aluminum concentrates, asphalt, sorne types of rough 

stone, milled asbestos and bull<: petroleum. 

Summary. The most significant features of road transport 

in the low-valued commodity market are the short distance it is used, 

and the large tonnage it carries in the short-haul market. Ylhile road 

transport shows a decided advantage in the very short haul, su ch 

advwltage is dissipated very quicldy. 

RAIL DEMAND CURVES 

Figure X belm'l includes rail transport curves for our six 

postulated markets. 
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FIGURE X 

Rail Transport I-iarlœt Curoves, High- and Lo't'T-Valued Commodities, 
Short-, Intermediate- ~ and Long-Haul 14arkets. Canada 
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Explanation of Rail Curves 

As road transport curves are deter.mined by the ability of 

road transport to compete and by the pricing policy of rail transport, 

so' the pricing policy of road transport and rail ability to compete 

determine rail transport curves. 

Road transport evidenced its greatest strength in the 

shorter haul. Thus, proport~onately, rail transport carries a very 

small tonnage in the short-haul market (high-valued goods, 2.1 million 

tons of 97.6 million tons; 10l'f-valued conunodites, 18.0 million tons 

of 161.6 million tons). This rail traffic is primarily of a monopoly 

nature, on '\'lhich cross-elasticity of demand is 10\'1. 

Rail traffic in the short haul has been retained for a 

number of reasons. First, a shipper's facilities may still be oriented 

to rail shipment because of the type of product. Second, the railways 

have signed a large number of agreed charges. They aIl cover a mini­

mum of fifty per cent of the traffic and, frequently, they cover ninety, 

or many times 100 per cent of the shipper's total volume. Thus, short-, 

intermediate-, and long-haul traffic would be included. Third, the 

railways' economic advantage would begin to appear beyond 100 miles. 

Fourlh, beyond 100 miles the effect of piggyback and container13 (s~bjects 

dealt l-ti.th in Chapter VII) '\'fould begin to appear, e .g., bet\'leen Montreal 

and Otta\"la. Fifth, recently there was an announcement that the Canadian 

Pacifie Raiblayand 100 chain and department stores were cooperating 

on a $2.0 million automated freight shed for the purpose of combining 
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small shipments of goods into carload lots for transportation to rail 

outlets throughout the nation. l7 While most of this will be delivered 

by truck in the short haul, some no doubt will go by' rail. Sixth, 

sorne cornmodities are too bulky or too large tobe handled by road, 

i.e., lengths of pipe greater than sixt y feet. 

If for any of the foregoing reasons, or for any other 

reason, rail traffic in the short-haul market has not fallen to the 

powerful service advantage of road transport, then such dernand for 

rail transport must be noticeably monopolistic. 

It ldll be noted in Figure X that \dth the lengthening of 

distance, rail transport tonnage increases for both high- and.low-valued 

commodities. The greatest tonnage is in the long-haul markets. All 

six suggested rail transport curves are a combination of a kinked and 

a reverse kink curve. The description for each is the sarne but the 

basic differences are the tonnage proportions, the difference in price 

.' "",q, "levels, and the price levels at which the Idoles oceur. These differ-

ences result in different elasticities and cross-elasticities in the 

eurves. The slopes of the CUl'ves are different. 

In all six instances, the portion of the eurve from point H 

to point G, i.e., up to priee level Pl' indicates the price range in 

\'lhich rail transport can maintain traffic because of either its opera­

tional or economic advantage. The eritieal threshhold appears at the 

general priee level of Pl. Should rail priees exeeed this level, road 

transport may compete for the traffie and the road curve would shi ft 

appropriately. Thus, the portion of eaeh curve from point G to point F 
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is more elastie and less steeply inelined than the GH portion. The 

slopss of the FG portions vary. From point F to point E, the eurves 

would involve traffie of a monopoly nature for the limited time period 

at least. The slope of the EF portion of eaeh curve would be more 

steeply inclined than its FG portion. 

Railway Competitive Rates 

By the use of competitive rates the railways have been able 

to mallltain their competitive position in the intermediate-'and long­

haul markets, especially for high-valued cormnodities. They have used 

non-competitive commodity rates for 101't-valued commodities. With the 

use of either of these types of rates, the y have operated on the less 

elastic portion of their .ld.nk:ed demand curve, i.e., belm't the critical 

threshhold. The raill-/ays maintain they have a monopoly on traific in 

many instances because their rates are so 101'1. This talŒS the tre..ffic 

out of a competitive area. They state if rates were higher, other 

modes of transport "Iould compete. 

A fel,'t instances l·dll be mentioned to illustrate briefly the 

railways' use of their economic advantage in the longer haul for price­

setting within the less elastic portion of their demand curve, i.e., 

below point G in the curves shmoJIl in Figure X. 

The raill-lays lost a good deal of automobile traffic prior 

to the establishment of agreed charge contracts liith the automobile 

manufacturers in the latter part of the 1950's. The high rail rates 

existing on this traific prior ta agreed charges, allm'led automobile 
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carriers to transport a large volume of automobiles to all parts of 

Canada. By the use of agreed charges, the railways recaptured a good 

part of this traffic. Many of the automobile carriers could no longer 

compete, espocially for the long-haul movemcnts to Western Canada. 

Also, in more recent years, specialized cars have aided the railways 

to reduce costs. 

Agreed charges, to be as effective as they have been, would 

fall below the critical threshhold of the rail demand curve. If, 

hO\-lever, these rates ,'rere again set high enough so that demand \'lould 

be in the more elastic portion of the rail demand curve, or exceed the 

price level et point G, then automobile carriers could re-enter the 

market and capture traffic for longer hauls. 

Appendix. XVI shO'\"TS some other instances of price-setting \-dthin 

the less elastic portion of the rail curve. J.iacMillan Bloedel, Ltd., 

is one of the largest manufacturers of wood products in British Columbia. 

This firm transports ninety per cent of its pl~~ood, shingles, particle 

board and similar products to other provinces by rail, under an agreed 

charge contract. Further, 100 per cent of its newsprint is shipped by 

rail to other provinces. Most local shipments, i.e., up to 200 to 300 

miles (\iLthin British Columbia), are transported by truck. On rare 

occasions a truck \-dll transport a load as far as Winnipeg. 

The follm'dng rates, from Vancouver to the points shO\'ln, l'Tere 

obtained from MacMillan Bloedel, Ltd. These rates indicate that the 

railways operate belO'\"T the critical threshhold of their curve. Otherwise 

road transport would reduce its rates to compete for this traffic. l8 
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Rail ~ 

Cents Per Hundred Pounds 

Calgary :1>0.72 $0.00 
Edmonton 0.85 0.90 
Regina 1.15 1.20 
Winnipeg 1.49 1.53 
Toronto 1.64 1.74 

If the raill'lays l'lere to increase their rates by the dif-

ferential ex.isting, demand for rail service \'lOuld become more elastic 

and cross-elastici ty l'lould increase. 

B.C. Sugar Refining Company, Ltd., virtually supplies the 

sugar and sugar products for the four Western Provinces. White sugar 

is manufactured by this Company or its subsidiaries in Manitoba, 

Alberta and British Columbia. Yellow and fancy sugars are shipped 

from the Pacific Coast to the Prairie Provinces. These shipments all 

travel by rail under agreed charges. Undoubtedly, road transport 

would enter this market if the railways \-Tere not operating on the 

less elastic portion of their curve, i.e., belOl'l the Idnk at point G. 

The Road Transport Tariff Advisors in British Columbia and Alberta both 

:state that careful l'latch is exercised in respect of rail rates on all 

products which trucks can move profitably. If road transport can enter 

a market, it l·Till very quickly do so. 

One further instance relates to department and other stores 

in Vancouver. The T. Eaton Co., Ltd., the Hudson's Bay Company, 

Wood\'lard' s, Ltd., and eleven other similar companies have a pool car 
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arrangement whereby all of their shipments from Eastern Canada are 

moved under one agreed charge. (The rates were not made available 

ta the writer). The Traffic Manager, who discussed the matter, stated 

that truckers do not bid for the traffie beeause of the present 10'\'1 

level of rail rates. Nevertheless, if rates l'lere inereased suffi eiently , 

road transport would endeavour ta enter the market. Presumably then, 

here again, the railways are pricing on the less elastic portion of 

their demand curve. 

The above-mentioned fourteen eompanies distribute merchan­

dise by road from Vancouver ta British Columbia points, to Alaska, ta 

the Yukon, and ta the Northt'1est Terri tories. 

Summary 

In summary't'le find that rail transport operates ta sorne 

degree in our six postulated markets; the proportion of tonnage handled 

by rail transport increases "dth . distance , eVideneing the rail eeonomic 

advantage;. at some general priee level road transport can enter the 

market and capture rail traffie, resulting in a kink in the rail curve; 

that the railways operate belol'l the kinks in their various demand 

eurves ,üth the use of competitive rates and non-competitive commodity 

rates; and that, in the short run at least, the railways possibly have 

a limited amount of traffic, which is more of a monopoly nature, and 

which can bear relatively higher rates. 
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CONCLUSIONS 

Elasticity for the total transportation demand curves is 

deter.mined by the demand for the various products being transported. 

Within the confines of the total demand curves, the elasticity of the 

modal curveB is determined by the pricing policy of the competing 

mode of transport. 

Road and rail transport both have their O\'ID. particular 

advantages. As mentioned earlier, various market arrangements exist.19 

While the service advantage of road transport and the economic advan­

tage of rail transport are in evidence in both high- and low-valued 

commodity markets, greater competition is evidenced in the former. 

Thus, cross-elasticity of demand is greater for high-valued products 

than for those of 10\'1 value. High-valued products can bear greater 

transportation costs, making it more realistic for road transport to 

compete. For the transportation of low-valued connnodi ti"es, there are 

almost two separate areas of operation - road transport in the short 

haul and rail transport in the intermediate- and long-haul markets. 

Road transport faces a kinked-reverse kink curve in three 

markets; in two markets it can only enter at a certain price level, 

i.e., in the long-haul market for high-valued goods and the intermediate­

haul market for low-valued connnodities. In the sixth market, i.e., 

the long-haul, low-valued connnodity market, it does not operate. 

Rail transport faces a kinked-reverse kink curve in aIl six 

markets, but its tonnage in the short haul is very limited. As distance 
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increases, so does rail tonnage for both high- and low-valued com­

modities. 

In all six markets, as the price level increases in each 

market, the advantages of the two modes become more equalized and, 

at a certain point, substitution is possible. Cross-elasticity of 

demand increases and demand becomes more elastic in nature. For 

various reasons there exists, in the limited time period at least, 

some monopoly.attachment for each individual mode of transport. 

This demand analysis indicates that each mode has partic­

ular advantages and each is necessary to the community. Technological 

changes and regulation amendnœnts, some of which are mentioned later, 

could aid road transport to pierce further into the longer-distance 

market. Thus, wi th changing conditions, demand could change in the 

next decade. 

The objective of this chapter is to indicate the present 

sphere of operation of road and rail transport and to shoii the rela­

tionship between the two modes. 
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5 Grains are included in road shipments of cere al preparations as 
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not significant. Much of the grain moved by road is moved by 
farm truck, l'1hich traffic is not included. Grain and flour trans­
ported by rail under statutory rates are included in the 10l'T-valued 
commodity category, because a relatively large amount of tonnage 
is involved. 

6 The Board of Transport Commissioners for Canada, Waybill Analysis, 
.QE.. cit., 1965, Table 3. 

Revenue per ton mile on export grain and grain products was 0.50 
cents. HOl"TeVer, being statutory rates they do not reflect a market 
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8 The Financial Post, .QE.. cit., l-Iay 27, 1967·, p. 29. 
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lO1'ler rate from Ontario to British Columbia to compete with Panama 
Canal water rates, vlhile the rate from Ontario to Alberta may be 
higher than the British Columbia rate. 

12 D.B.S.,l1otor Transport Traffic, By Commodities, .QE.. cit., 
Third Quarter, 1963, p. 6. 

13 The Board of Transport Commissioners for Canada, Waybill Analysis, 
QIl. cit., 1964, pp. 16 and 34. 



-95-

14 There are two points for mention. First, precedence for the use 
of a lcinked-type curve is found in the MacPherson Royal Commission 
report, Volume II, pp. 117-121. Second,to facilitate explanation, 
description of the curves commences from lower portions, as was 
done by the Royal Commission. 

15 Richard H. Leftwich, ~ ~ SYBt) ~ Resource ~ocation 
(Toronto: Holt, Rinehart and Winston, Third Edition, 1965, p. 226. 

16 Discussion with Mr. H.H. Williamson, Tariff Advisor, North Burnaby, 
B. C.; and let ter, to the wri ter, from 1\11'. T. Chris. Mild<:elsen, 
Western Tariff Bureau, Calgary, dated January 18, 1968. 

17 I/Automated Freight Terminal," Supervisors 1 Ne\'1s BUlletin 
(Toronto: Industrial Supervisory Institute), April 27, 1967. 

18 These rates are based on 40,000 pounds for rail and 44,000 pounds 
for road. For heavier rai.l shiprnents, volume discounts are 
allOl'1ed. Also, this Company never ships to Toronto by road. 

19 Throughout the text, references are made to industry monopoly 
positions by road or rail transport, indicating lack of either 
road or rail competition. Should three truck lines be entering 
a non-rail area, then, from the truclcing firm 1 s vie\oJpoint, an 
oligopoly exists. 



CHAPTER IV 

THE NATIONAL TRANSPORTATION ACT 

INTRODUCTION 

The National Transportation Act received Royal Assent on 

February 9, 1967.1 It stemmedfrom the recommendations of the 

MacPherson Royal Commission, 't'lhich "t'las originally conceived as a 

body to study raiblay freight rate problems. The scope of the 

Commission later extended into the various overall problems exist­

ing in railway transportation in Canada. To achieve a 't'lorkable 

solution, the Connnission felt that competition bet'\'leen the various 

modes of transport should exist to the greatest extent possible. A 

corollary to this principle 't'las that all modes of transport should 

be treated in the sarne mannez'. It 't'laS felt that by this approach 

the maximum potential 't'lOuld be achieved from the nation 1 s transpor­

tation resources. 

Outlined in Appendix XVIII are the circumstances sur­

rounding the appointment of the Royal Commission, and its major 

principles and recommendations. Also commented upon are Bill C-120, 

subsequently introduced by the Federal Government but not passed, 

and Bill C-231, 't'lhich, 'trith amendments to its original contents, 

became the National Transportation Act. 
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RAILWAY BURDENS 

The MacPherson Commission found that the railways were 

werucened by burdens inherited from a monopolistic era - burdens in 

part due to public policy and in part due to policies pursued by 

the railways. To attempt to relieve the railways of these burdens 

and to place them in a more competitive position ~dll have an effect 

on the trucldng industry, in some respects adversely, '\'lhile in other 

respects favourably. 

Burdens of Public Policy 

As outlined in Appendix XVIII, the MacPherson Commission 

found that using 1958 data, the major burdens emanating from public 

policy were annual losses of $13.0 million from the operation of 

about 8,600 miles of light-density lines; $70.0 million from the 

operation of uneconomic passenger service; about $3.0 million from 

the provision of free statutory transportation; and a $6.0 million 

short-fall of revenue under variable costs for export grain and grain 

products. The Commission suggested that a reasonable contribution 

tm'lards constant cost would be $16.3 million. These five items '\'1ould 

total approximately ~108.3 million, which was equivalent to about 

9.3 per cent o~ the total railway operating revenue of $1,163,735,411 

for 1958.2 
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Origin of the Burdene 

From where did these four 10e5 burdens arise? First, 

light-density lines resulted primarily from the extended use of the 

motor vehicle. Branch lines liere built in earlier days for the pur­

pose of feeding the main trunk lines. While the light-density linee 

were cross-subsidized by the heavier-density lines, it l'laS anticipated 

that ldth the passage of time these branch lines \'lould become self­

sustaining. With the intervention of the mot or vehicle, many bran ch 

lines never reached a profitable stage, while for others their 

profitable operation \'TaS eroded al'lay. On the Prairies, for example, 

vlhere vieil over half of the branch lines are 10cated,.3 many such lines 

were left to carry only grain. Second, competition from the bus, the 

aeroplane and the automobile rendered railway passenger service un­

profitable. In both branch line operations and the provision of 

passenger service, large amounts of raill-Tay capital have been invested. 

Third, turning to statutory grain rates, a rigid control by Parliament 

has and still maintains the rate level at three cents a hundred pounds 

belov1 that existing in 1897, \'lhich l-las established by the Cro\-l' s Nest 

Pass Agreement. 4 Fourth, statutory free transportation burdens 

resulted from the decision of Parliament to place on the railways 

the cost of transporting government and other specified persons at 

no charge. 

In earlier days these losses would have been subsidized 

by freight traffic. Under the value-of-service pricing system which 
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existed (described in Chapter II), the railways were able to remain 

viable. With the inroads of mot or vehicles two effects were regis­

tered. First, traffic was siphoned away from the railways. This 

resulted in branch lines and passenger services becoming an increased 

financial burden on freight traffic. Second, the freight which was 

subsidizing any unprofitable service, and could do so, was that 

which was being siphoned off or being carried at reduced rates. Thus 

an expanding group of unprofitable services was being borne by a 

segment of traffic which ,'ras becoming 16ss and less capable of sus­

taining anything more than its mm transportation costs. The result 

has been that these unprofitable service burdens have in recent years 

been lifted by Federal Government subsidies \'lhich l'lere referred to 

earlier. 

EFFECT OF CHANGE ON ROAD TRANSPORT 

The National Transportation Act includes provisions 

respecting bran ch line abandonments and passenger services. How will 

these legislative provisions affect road transportation? 

Branch Line Abandonment 

Branch Line Trackage. As will be noted in Appenclix XVIII, 

sheet two, in 1958 there were an estimated 8,600 miles of branch line, 

or about twenty per cent of track,5 with a density of less than 

100,000 ton miles per mile of track \'lhich could be eligible for aban-
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donment. Thus if all of the eligible bran ch lines were abandoned 

over the suggested period of fifteen years, addition al net ton miles 

which could accrue to road transport could amount to something 1ess 

than 860 million ton miles. This would constitute less than 4.4 per 

cent of the total 19.4 billion net ton miles performed by road 

transport in 1965. 

Appendix.xx, sheet two, indicates that by August 1966, 

line abandonment applications before the Board of Transport 

Commissioners covered 4,200 miles of track, just less than fifty per 

cent of the amount suggested in the MacPherson Commission reporto 

Also included in Appendix XX is an outline of the Federal Government's 

plan to protect fram abandonment about 17,000 miles of track in the 

three Prairie Provinces. It will also be noted that in those three 

Provinces there are almost 1,839 miles of unprotected lines. As its 

guide, the Government decided that lines generating 50,000 or more 

bushels of grain pel' mile of track were to be placed under protection. 

Further, there is no regular passenger service on any of the 1,839 

miles of unprotected branch lines. 

While the Government does not intend to allow large-scale 

abandonments, so that long-term planning can be effected and, 

undoubtedly, because of political pressures, one must also consider 

that since the 1958 study by the MacPherson Commission, the Prairie 

Provinces have experienced greater prosperity. 'llhis is one substan­

tial reason llJhy approximately only 1,800 miles of bran ch lines '\-lOuld 

need to be promptly elim.inated. Therefore, there \dll be a very 
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limited amount of net ton miles which will accrue to trucldng '\dth 

this limit placed on abandonment. A map of the protected and unpro­

tected lines was received fram the Federal Department of Transport. 

A stu~ of it reveals that there are protected lines in close 

proximity to any which may be abandoned. Therefore~ it would appear 

that there will be no significant change in rail net ton mileage but 

sorne addition al ancillary hauls by farm truck '\'1111 be required. 

Ancillary Hauls. Ancillary hauls ldll primarily consist 

of trucldng grain to the country elevators. The precise number of 

additional net ton miles involved is difficult to estimate. One 

Manitoba stu~ indicated that on applications covering abandonment 

of just over 1,000 miles of track~ 21.7 million bushels of grain would 

be affected. 'rhis could approximate 4.5 million additional net ton 

miles for road transport.6 Extrapolating for 1,800 track miles (the 

possible amount which may be ~nediately abandoned), it may be expected 

that approxiruately 8.1 million net ton miles, or an amount of less· 

than two per cent of fal~ trucking in 1963, could result for farm 

trucks. According to the 1ranitoba study the cost of the road haul 

to the elevator would increase by about fifty per cent. This sug­

gested increase in cost may be higher than that 't'lhich might be 

experienced because it is felt by sorne that there i8 a good deal of 

excess capacity in farm trucldng. The total haul cost to the Lakehead 

could increase by thirty per cent. 7 

In addition to the handling of grain there 't'Tould be an 
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increase in trucking for any industries which may be located on 

abandoned branch lines. 

Joint Use of Tracks. In the new legislation there is 

provision for the utilization of one rail line where two are now in 

close proximity, i.e., a rationalization of lines between two systems. 

In Saskatchewan, where there ls a major branch line problem - almost 

2,500 of the 4,200 miles proposed for abandonment - there are various 

instances ,",here cooperation by the use of joint tracks could be 

effected. 'Vlhere such cooperation may result, additional trucldng 

could be required for longer hauls to the railhead but possibly a 

more efficient overall operation could result from such an arrange­

ment. While this is another part of the branch line abandonment 

approach, it is a variation in that there l'lOuld be a "mergingll of the 

services of tl'lO raihrays in affected areas. It may possibly allml 

further abandonments '\'rithout adding an undue hardship on those ship­

pers concerned. 

Summary. In sununary, from the limited information 

available, it ,·muld seem that ~~he Government 1 s breakeven guide for 

unprotected lines is substantially lower than that of the MacPherson 

Commission guide. Political pressures seem to have spurred the 

Government into the low level of tonnage used as a guideline for 

abandonment purposes. Yet l'rith prospects for a more prosperous era 

on the Prairies because of larger grain shipments, care must be taken 

not to abandon lines '\'lhich may become profitable and may prove to be 
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necessary. On the other hand, rail management has been fairly 

limited in the ne\-T policies on abandonment and it is to be hoped 

that subsidies, which are provided for, and referred to below, will 

not be paid for unprofitable lines strictly for political ends. While 

the trackage for abandonment mentioned by the MacPherson Commission 

may be greater than is now necessary, at least temporarily, rail plant 

should be rationalized unless sound and substantial reason can be 

found for continuing unprofitable lines. Care must be trucen to ensure 

that any branch line "Vlhich is continued is a necessity to the area 

it is serving. In the inunediate years ahead, \'dth present arrange­

ments, there would seem to be only very lindted traffic which road 

transport \dll gain by abandonments. 

Subsidy Effect 

HmT \dll railway subsidy action resulting from the ne\'l 

legislation affect road transport? 

Raihmy Aid. As shown in Appendix XVIII, sheet ten, the 

ne\'l legislation protides for a blanket subsidy ranging from $1l0.0 

million in 1967 to $1200 million in 1974. The $110.0 million was set 

to be approximately equal to the total subsidy paid to the railways 

in the year before the enactment of the National Transportation Act. 

This general subsidy arrangement is a phazing-out process of the 

freight rate reduction subsidies which existed formerly. The Act 

states, however', that in any one year the railways \'lould be paid either 
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the overall subsidy or the sum of specific subsidies arising from 

the operation of Sections 314E, 314G (branch lines), 314J (passenger 

service), and 329 (expor~ grain and f1o~) of the Act. 

It would seem that by now any effect which the subsidy 

program l'dll have in aiding the railways to compete will have been 

largelyaccomplished. The railways' ability to extend competitive 

rates to the degree they have would suggest this to be the case. 

As shmm in Appendix XIX, a sum of $1l0.4 million was paid to the 

railways in the 1965-1966 fiscal year. This amount 'l .. laS equivalent 

to 7.3 per cent of the railways r operating revenues in 1965, \'lhich 

totalled *1,510.1 million.
S 

Many commodities would have been vulneraple to road trans-

port competition. Hm'lever, this subsidy action has enabled the 

railways to charge lower prices than wottld otherwise have been the 

case l'dth unprofitable services existing and frozen freight rates 

for one-third of the traffic. Where competitive rates apply, lower 

prices were necessitated by competition. On the other hand, Gover.nment 

compulsion has required that class and commodi ty rates remain "frozen" 

and statutory'grain rates be continued. 

Subsidy action ldll not enable further rate 'reductions, 

but any subsidies paid to the raihlays will aid them, for the im-

mediate years ahead, to maintain the competitive position achieved. 

Increase in RaihTay Rates. Within the pa st year the 

raihlays have announced four freight rate' increases. The first was 
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an approximate ten per cent increase in competitive commodity rates, 

which was effective in October, 1966. On January l, 1967 increases 

of ten per cent were made effective for most agreed charges. In May 

of 1967 increases were put into effect for class and non-competitive 

connnodity rates (frozen sin ce 1958), and a further increase l'laS 

recently announced for competitive commodity rates, to be effective 

in the Fall of 1967. This most recent increase ranges from three to 

six per cent. Shortly after the rail increases "fere announced in 

the Fall of 1966,. the trucking industry in Central Canada took similar 

action to raise its rates. Since that time the industry has effected 

increases in other parts of Canada. 9 

The exposure to competition of any of this raih.ra.y traffic 

would appear to be a possibility but road transport itself is also 

faced with the necessity for addition al revenue because of rising 

costs. Nevertheless, if subsidy action did not exist, undoubtedly, 

these rail rate advances l'muld have to be larger. 

While rail non-competitive commodity rates cover specifie 

commodities \'Ihich are generally bulk-loaded and not highly vulnerable 

to road transport competition, ldth the increased use of bulk-hauling 

equipment by trucking companies, a subject dealt with in Chapter VIII, 

and increased and improved high\'laY mile age , costs for road transport 

of bulk conunodities should decrease. Thus ,'dth reducing raiblay sub­

sidies over a period of time and possible reduced costs for hauling 

bulk traffic, non-competitive commodity traffic could become competi­

tive in some instances. However, some of these commodities ldl! 
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lilcely always be rail traffic, especially over longer distances, as 

was shown in Ohapter III. 

With a reduction in subsidies and an altered technological 

arrangement, changes l~ll occur'in the elasticity of demand for road 

and rail transport service. This could become more evident with the 

passage of time. 

"Head-End" Passenger Eguipment 

Bill 0-120 and the original Bill 0-231 provided that 

"head-end" passenger equipment, or those cars in passenger trains 

which carry mail and express, be included in the subsidy for uneconomic 

passenger service. This was strongly objected to by the Oanadian 

Trucking Associations, Inc., and mail and express traffic cars l'Tere 

eliminated from subsidy payment in the National Transportation Act. 

It was contended by the Associations that mail and express cars 

actually carry freight and that, if they were subsidized under pas­

senger subsidies, it would be unfair competition for the trucking 

industry.10 

If "head-end" traffic is adding to raihTay revenues anything 

more than its long-run marginal costs, then such excess revenues will 

aid in reducing losses sustained in the transportation of passengers. 

On the other hand, if "head-end" traffic does not cover its long-run 

marginal cost, su ch 10sses will be borne by the raihrays and, undoubt­

edly, the raihvays "Jill take steps to e1iminate such unprofitab1e 

service. This may be accomplished either by rate increases, forcing 
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the traffic to road transport over a period of time, or by immediate 

discontinuan.ce of the service, also forcing the traffic to move by 

road. There is provision in the legislation to allow Government to 

compel only passenger services to be continued and to subsidize such 

losses. Thus any sharing of constant cost which formerly took place 

between "head-end" traffic and passenger traffic, would ceaS6 whon 

the raihlay decided it was not going to continue uneconomic "head-end" 

traffic. The total co st of operation l'10uld be placed on the passenger 

service, l·dth eighty per cent of the losses sustained to bo borne by 

the Gover.nment. There would then be the poseibility of a greater net 

cost than if "head-end" t.raffic '\'fere included. The determining factor 

would be l'1hether the loes on "head-end" traffic exceeded or fell short 

of the amount it contributed to the constant cost. 

This action to eliminate IIhead-end" traffic from the subsidy 

payment 'tdll, hOl'lever, have one benefit. If the public desires to 

have any passenger service continued, such passenger service \dll bear 

its full costs and eighty per cent of the losses sustained will be 

placed with the public. 

Mail and Express Traffic for Road Transport 

As unprofitable passenger trains are eliminated, mail and 

express carried by su ch trains l,dll be abandoned. Such traffic l'dll 

then be available for some type of road transport. What proportion 

ldll be retained by the railways because of their merchandise services 

and railway trucking operations, is difficult to determine because of 
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lack of data. It would seem that rail'ti'ay and independent trucldng 

will compete vigorously for this traffic. 

SPECIFIC SUBSIDY CHANGE OR ELIMINATION 

The MacPherson Commission recommended action on four exist­

ing subsidies in order to achieve a more competitive road-rail market. 

The four referred to are shown in Appendix XIX. They are: the 

Maritime Freight nates Act ($15.8 million in the 1965-1966 fiscal 

year); the East-West "Œ3ridge" Subsidy ($7.0 million annually); the 

Freight Rates Reduction Act (up to $20.0 million annually but gen­

erally less because it applied to class and non-competitive cammodity 

rates, l'lhich have been decreasing in number with the increase in 

competitive rates); and the Feed Freight Assistance A~t ($21.0 million 

paid to Eastern and British Columbia millers in the 1965-1966 fiscal 

year). 

The Commission recommended that intra-Maritime freight be 

eliruinated from the Maritime Freight Rates Act and that subsidies on 

outgoing freight be made available to road transport traffic; that 

the East-West "Bridge" Subsidy and the Freight Rates Reduction Act 

be eliminated; and that Feed Freight Assistance be applied to feed 

transported by road. 

Analysis of this suggested subsidy action implies that 

there will be sorne effect on the future of trucking but how far the 

Government may go in implementing these recommendations has been only 

partially indicated. For example, the matter of the Maritime Freight 
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Rates Act was deferred and exclusions were included in Bills C-120 

and C-231, as the Gover.nment has pramised separate legislation 

which has not yet been made public. This action is pending the 

completion of a whole study of transportation in the Maritimes. 

Abolition of the East-West "Bridge" Subsidy was a provision of 

Bill C-120 and is included on a three-step annual abolition basis 

in the new Act. Prior to the National Transportation Act, assistance 

'\"laS ex"tended to aid feed grain moved by truck in Eastern Canada, and 

the Freight Rates Reduction Act has been abolished. 

Maritime Freight Rates Act 

For-hire trucking could be aided in the Maritimes if the 

changes suggested by the Royal Conunission l'lere implemented. As l'laS 

witnessed in Chapter l, for-hire trucking in the Maritimes is very 

limited proportionately l'lhen compared l'lith other parts of Canada. 

It was stated previously that probably the important factor involved 

was the payment of subsidies under the Act. The subject, however, 

may be divided into two parts - intra-Maritime shipments and shipments 

leaving the Maritimes. 

Intra-Maritime Shipments. The Royal Commission recommended 

that payment of subsidies on intra-Maritime shipments be eliminated, 

(excluding those in Ne\'lfoundland). The reason advanced 't'las that the 

aid 't'las originally intended for extension of the Maritime market into 

other parts of Canada and, thus, this aspect of the subsidy was not 
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achieving the original objective. 

Intra-Maritime traffic accounts for appraximately seventy­

five per cent of al! rail shipments originating in the Maritimes 

(see Appendix XVIII, sheet five). Under present conditions, as 

shown in Chapter l, there is a limited amount of for-hire trucldng 

in the Maritimes but there is a larger amount of private intercity 

carriage. The railways, however, transport a good deal of the traffic 

in thatarea. It would seem that more could be handled by independent 

road transport, or raibmy-owned trucks, independent of the raihrays. 

If such is the case, the function of the service advantage of road 

transport is not fully exploited because of this artificial restric­

tion placed by the reduction of the rail rate on traffic lv.ithj~ the 

Maritime Provinces. The rail't'TaYs no doubt use their Cl'In trucldng 

facilities but in this case probably competition is inhibited because 

much of the rail\vay trucking relates to rail'tvay freight "lhich receives 

the subsidy. It \vould entail cost for loading and unloading \·.rhich 

could be eliminated by only truck operation. 

Should the subsidy be removed, there \·.rould be an immediate 

inc:zrease in real cost to the shipper and road transport could 't'lage 

a more competitive campaign. Probably road transport \vould increase 

its use in the short- and intermediate-haul markets. No doubt the 

indirect results to be gained could more than compensate for the subsidy 

losses sustained by the Maritinies if the subsidy "lere e!iminated. 

The subsidy must place some artificial restraint on the transportation 

market and must inhibit growth. Road transport is important in enabling 
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a decentralization of industry coupled with the necessity for only 

one loading and one unloading of traffic. This allows establish­

ments to locate at a distance from rail lines and in the most 

appropriate geographical locations. 

The highly industrialized areas of North America boast 

large truck populations and, in all likelihood" any expansion of 

trucldng in the Maritime area could be beneficial. The l·'ederal 

Government has encouraged highl-1ay building in the area. Early in 

1965 it announced a $60.0 million highl'TaY program for the 1-1aritimes, 

in addition to aid for the Trans-Canada high\'1ay completion.ll The 

Government teels that a good higln'lay system is vital to the grmTth 

of the area. The railways themselves have recognized the value of 

road transport operations in the whole transportation complex and 

have been aggressive in this field. This subject is dealt vdth in 

Chapter VIII. 

Any obstacle which would inhibit the full utilization of 

the most suitable mode of transport for any given task, should be 

eliminated. This would appear to be a necessary step in respect of 

the intra-Maritime subsidy. 

Shipments Leaving the Maritimes. The Royal Commission 

recommended that the Maritime Freight Rates kct subsidy be retained 

on shipments leaving the Maritimes and that it be extended to all 

forms of transport. Rail shipments leaving the Maritimes constitute 

about twenty-five per cent of the total rail traffic (see Appendix XVIII, 
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sheet five). Here again, as in the intra-Maritime market, a more 

competitive situation between road and rail transport would result. 

However, the rail price to the buyer of rail transport service would 

not increase, as in the case of intra-Maritime freight. The road 

price to the buyer of road transport would be reduced by the amount 

of the subsidy. 

Distances for outgoing traffic will generally be greater 

than distances for intra-Maritime traffic. Thus the inherent cost 

advantage of the raihlays '\-dll be more pronounced in this market. 

But because the trucks can travel ~? Quebec and Ontario markets 

during overnight or slightly longer times, the trucking operators 

'\-lOuld be able to present stiff competition. 

Initially there would be an increase in the quantity of 

road service demanded and, in a given market, the rail demand curve 

'\-lOuld shift to the left. Competition i'1ould be more equalized. Where 

road transport could offer advantage, the shipper could avail himself 

of this type of service. 

Smmnary. The proposals in respect of the Maritime Freight 

Rates Act \'lould seem to have long-run merit although transportation 

costs to the shipper of intra-Maritime freight would increase in the 

short rune Competition between road and rail transport would be more 

equalized and competition would regulate transportation to a greater 

extent than it now does. 
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East-West "Bridge" Subsidy 

The Royal Commission recommended that the "Bridge" Subsidy 

be eliminated. This action has been taken in the National 

Transportation Act. However, the possible effects on road transport 

would seem to be limited. 

The 1965 waybill analysis shows a total of 2,3,952 carloads 

in the rail 'l'Iaybill sample. Of this total, only 6'10 cars, to l'lhich 

the subsidy l'muld apply, passed over the "Bridge" territory.12 Of 

the 670, there l'lere only 103 cars, or 0.4 per cent of the total 'l'Ihich 

rnoved under class rates, and 567, or about 2.4 per cent 'l'lere trans­

ported under non-competitive c ommo dit y rates. On the present 

technological level of attainment, it would seern that less than one­

half of one per cent of the total cars rnoving over the "Bridge" 

terri tory "\'Iould be open to road transport competition. 

Non-competitive commodity rates by definition involve 

traffic which is not of a competitive nature insofar as transportation 

is concerned. Furthermore, long distances are involved in the "Bridge" . 

territory and road transport "\'li11 probably have to make greater use 

of bulk-hauling equipment if inroads are to be made on raihmy traffic. 

For the moment, especia11y with the three annual steps of the elim­

ination procedure for the "Bridge" Subsidy, it would seern there is 

a very limited possible gain for road transport. 

As the w-aybill analysis is on a one per cent sample basis, 

on the above data approximately 10,300 cars could be vulnerable to 
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truck competition, a large part of which is long-haul traffic. 

~~o further points should be mentioned. First, the per­

centage reduction is not overly great, 3.5 per cent or 9.5 cents 

per hundred pounds.13 Second, there is always the possibility of 

the rail\~ays instituting competitive rates for any traffic which 

becomes competitive. 

In summary, it would seem that regardless of the total 

impact on the transportation patterns, it is a wise step to elimin­

at.e the subsidy so that as normal as possible competitive conditions 

l'lill prevail. 

Freight Rates Reduction Act 

The subsidy payment under the Freight Rates Reduction Act 

was an instrument used to reimburse the railways because they could 

not increase class and non-competitive commodity rates after May, 

1959. This specifie subsidy has been eliminated but replaced by 

part of the general subsidy. Irrunediately then it would n"ot appear 

that there l~ll be any out standing effect on road transport. 

Feed Freight Assistance 

The extension of freight assistance to consumers of feed 

which is transported by road in Eastern Canada has effected a more 

competitive market for the transportation of this commodity. The 

major portion of the subsidy is paid for feed transported in the 

Eastern Provinces ($17.7 million out of $21.0 million in the 1965-
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1966 fiscal year - see Appendix XIX). 

While the Federal Department of Agriculture cannot give 

exact data on expected road transport participation in the feed 

freight assistance payments, at the present time ninety-five per 

cent of the movement of grain from the Lakehead to Montreal and 

other ports is by ship. From the ports, about eighty-five per cent 

of the grain in Ontario, and fifty to sixt y per cent in Quebec, is 

moved by road, where a large part- of the assistan.ce is paid (sea 

Appendix XIX). The subsidy is now paid for all portions of the trip 

from the Lakehead to final destination, which should aid mot or car­

riers because some reduction in cost to the consumer should tru{e 

place. Possibly some additional feed traffic ~rlll be.gained by trucks. 

The second recommendation advanced by the Royal Commission 

on feed freight assistance l'las that the lvhole plan should be revie\'led 

to ascertain if the greatest value is being obtained from the exist­

ing arrangement. This lvould appear to be a sound recommendation. 

The present arrangement made for payments on feed freight may be 

achieving the most benefit from a national point of view. Also present 

payments may be a necessity to maintain the livestock and poult:ry 

industries. On the other hand, with changed economic conditions it 

may well be that the assistance should be discontinued or redis­

tributed in such a way that certain areas or individual producers 

ldll be aided rather than having a blanket feed subsidy as at present. 

As the assistance has been in effect for over twenty-six years, a 

careful review of the policies, objectives and procedures should be 

made. 
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Sunnnary 

To date only limited benefits l~ll accrue to road trans­

port by the subsidy action dealt with in this section and, conversely, 

the railways will lose sorne limited advantages. Sorne benefit will 

be received by road transport from the extension of feed freight 

assistance to that mode of transport and by the elimination of the 

"Bridge ll Subsidy. No immediate benefit would appear inuninent from 

the abolition of the Freight Rates Reduction Act because of the pay­

ment of the general rail subsidy, but," if and when action is taken 

in respect of the Maritime Freight Rates Act, the proposaI advanced 

could considerably aid trucking in the Haritimes. Competition should 

be more in evidence. There is, hOlvever, no guarantee that the 

suggested action "dll be implemented. 

While the competitive market may be harsh on those con­

cerned, when in operation it, nevertheless, results in checks and 

controls which are difficult to replace by regulation. It allows 

each mode of transport to operate where it can most advantageously 

utilize its economic and service advantages. This is what is desired 

for the nation. At this stage, minimum regulation would, however, 

seem to be a necessary factor in transportation to ensure that rates 

are compensatory. Otherwise competitive rates \'lhich do not cover 

long-run marginal costs can be ruinous and, in the long-run time 

period, can be detrimental to the shipper and to the nation as a 

whole. The l>lacPherson Commission recognized this and suggested min-
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imum and, where required, maximum rate control (see Appendix XVIII, 

sheet four). Reference wiU now be made to those reconunendations. 

RATE CONTROL 

Minimum Rate Control 

Variable Cost. To suggest that minimum rate control be 

instituted to ensure that minimum rates are compensator,y, presup­

poses that a suit able base may be arrived at 'tlhich ,·dU constitute 

a rate \'1hich in the long run ,·dU properly compensate the operation 

so that it can maintain a healthy financial position. One of the 

major problems is the question of the variable cost of a particular 

shipment. The ~lacPherson Conunission report stated that economists 

in the United states have expressed variable cost in at least five 

different '\-layS .14 Apart from deciding l'lhat ,rill constitute variable 

cost, even the mechanics of determining transportation costs for 

shipments, presents a significant tasle. . .This is primarily because 

of the question· of joint costs. It is necessary to apportion the 

costs of the railway among its various services and among the cars 

in the various services. It is also necessary to apportion the costs 

of a car movement among the shipments it contains. Thia ia not an 

easy task. Thus it ia imperative, as auggested by the MacPherson 

Conunission, that there be made available to the regulatory authority 

the most efficient costing section possible - a practical and impor­

tant suggestion. In its brief to the standing Committee which heard 
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interested parties on Bill C-231, the Canadian National Raillvays 

stated that only a small costing section was necessary, its purpose 

being to check raillvay calculations.15 This would, hOl'lever, not 

appear to be adequate because of the many problems to be investigated. 

The National Transportation Act has made provision for a 

study and research section, to be under the jurisdiction of one of 

the two Vice-Presidents of the new Transport Commission.16 The 

question of economic study and research has, therefore, been afforded 

a prominent position and, thus, it should be able to devote the nec­

essary attention to transportation costing problems. The establishment 

of such a section would Bearn to be a valuable addition to the regulatory 

body in order to determine many important matters. Some of the problems 

to be dealt ldth \vould include the deterl11ination of a compensatory 

rate level, the amount Government should invest in transportation 

facilities, the most efficient mode of transport for performing a. 

particular service, l'lhether aid should be extended to a particular 

mode of transport, and many other similar economic problems· •. 

Railway Cost Situation. The MacPherson Commission stated 

that the long-run marginal cost for aU modes of transport would be 

the most suitable for minimum levels of rate-making. Cost could vary 

for different situations. In the short run, i.e., for a single ship­

ment, a car might be added to a train. On the other hand, specifie 

equipment may be attached to a particular recurring type of shipment. 
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In this case, the equipment could be considered a long-run cost for 

that shipment. 

Notwithstanding the above, the Commission desired to 

create as competitive an environment as possible with the least delay. 

The railways, however, are able to adjust plant and equipment only 

very slowly. This is because the life of rail equipment, track and 

buildings is lengthy and it cannot in many instances be substituted 

for other purposes. The alternative for determining a compensatory 

co st '\'las to reconunend that out-of-pocket (direct or short-run variable) 

costs should be the minimum rate level. 

To use out-of-pocket costs for pricing in the inunediate 

years ahead would seem to be generally sound because of the large 

investment in rail facilities. However, as time passes adjustment 

to the long-run marginal cost as the minimum rate level should talce 

place. Otherwise, the railways lllOuld find that in t.he long run 

revenues would be inadequate for replacement of facilities. There­

fore, after a period of years if a railway rate l'lere challenged as 

being too low, it would seem that the regulatory authority should 

use as its control guideline the long-run marginal cost rather than 

the short-run marginal or out-of-pocket cost. Failure to revert to 

the long-run marginal co st would mean in the long run the rate would 

not be compensatory. 

Variable Cost Principles. Bill C-l20 and the new legis­

lation have given considerable latitude to the regulatory authority 
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in determining variable cost. Briefly, the two provisions are that 

aIl relevant cost factors should be considered by the railways for 

rate-malcing as prescribed by the regulatory authority. Also, that 

the cost of capital for Canadian Pacific Railway should be used for 

computing capital costs.17 This approach to the subject of determin­

ing variable cost would appear to be reasonable because a very 

careful study must be made before the specifies can be deter.mined. 

Effect on Road Transport 

Minimum Rates. The relaxation of rate-making controls 

~dll have sonle effect on road transport as the railways move closer 

to the position of the ordinary price-mru(ing business enterprise. 

To what degree the change will affect trucking is difficult to assess. 

Heretofore, the railways have had freedom in setting competitive 

rates, which, as shown in Chapter II, covered over half of al! rail­

way traffic. 

As mentioned, the railways have increased competitive, 

non-competitive and class rates. The trucking industry has also 

taken similar action. With the increased labour and material costs 

both modes of transport will probably find that any possibility of 

reductions 'will be remote. With increased costs, the compensatory 

level of railway freight rates will have increased, and this level 

will become the level of freight rate making for competitive rates. 

The areas where road transport will be competing most 

strenuously will likely be for traffic carried by the railways under 
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competitive and class rates, and should the Transport Commission 

find any of these competitive rates to be non-compensatory, it is 

here the trucldng industry could probably make gains. In the past 

the trucking industry has suggested that some agreed charges are not 

compensatory18 and, thus, it i6 expected that certain of these rates 

will be contested. 

Undoubtedly, the railways have and will continue to make 

increases in competitive rates relating to demand which is least 

elastic, graduating the increases dowmtard on products for vlhich 

demand is more elastic. Presumably the railvtays will be careful to 

expose traffic to road competition only to the degree which is abso­

lutely necessary. While the trucking industry has found it necessary 

to increase its rates in recent months, it is keeping a close sur­

veillance on rail rate increases for possible capture of traffic. 

Turning to class rates, the highest level of rate, it was 

shown earlier that the railways have maintained only a small amount 

of traffic on this basis and it would seern that demand for rail 

transportation for this traffic is fairly inelastic. Because of the 

small amount of traffic involved and the suggested inelasticity, 

possibly road transport will not make great inroads on this traffic. 

Non-competitive commodity rate traffic would not appear 

to be open to competitive challenge but with the passage of tirne, 

possibly increased bulk-hauling of traffic by road transport will 

change the situation. 



-122-

The new legislation has extended greater flexibility to 

the railways in one more respect. They are now allowed to utilize 

incentive rates based on multiple carload and trainload bases. This 

will en able the railways to encourage shippers to take advantage of 

quantity discounts. Probably it will be quite effective against the 

trucking industry. The Trucking Associations take the vie'\"1 that this 

was probably the only remaining restrictive area over the railways 

\'1hen competing \'11 th the trucking industry.19 

The guideline for a compensatory rate l·dU aid competition 

because economy of operation should prevail. Where road transport is 

able to effect an economy for the shipper, by its service advantage', 

then road transport \'1111 prevail. Conversely, \'1here rail transport 

can effect a compensatory rate and still evidence economic advantage, 

then it will prevail. 

Haximwn Rates. Under maximwn rate control, there \"lould 

not seem to be any major effect on trucking fram the application of 

a capti ve-shipper rate '\'Ihere only rail transportation is available. 

In fact it might reduce the future possibility of trucking operations 

entering a particular market because of the limitation on the railway 

rates. If the railway rates \"lere allm'led to be increased to the 

point where it would be profitable for truck operation, a competitive 

market may be established. If a kinked demand curve l'lere facing the 

railways, they may increase their rate beyond the kink and expose the 

traffic to truck competition. By that point, hm'lever, it could be 
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that either road or rail rates would be too expensive for any 

significant amount of a cornmodity to move. 

While a captive shipper must sign a contract for at least 

one year in order to receive the special maximum rate benefit, pro­

vision is made in the new legislation for the Transport Commission 

to order experimentation with other modes of transport during the 

year, to ascertain the costs involved. This is important to the 

truclcing industry as it does not preclude the use of road transport 

during a contract periode 

Hearings 

One important change under the ne\'l Act is that truclcing 

representatives may be heard by the Federal Gover.nment.20 Heretofore, 

because trucking operators have been under provincial regulation, 

they \'Iere not able to protest to the federal regulatory authorities 

\'Ihen it \'laS felt that a rail\vay rate - .for example, an agreed charge -

was non-compensatory. The new legislation allotvs ail interested 

parties to protest should it be felt a railw~ rate is belotV the 

variable cost of carriage. Should such be proven after the Transport 

Commission has made its investigation, then the rate can be canceiled. 

This is a particularly important gain to the trucldng industry. 

Because of the railways' economic advantage and of their 

central importance in the economy, a compensatory railway rate struc­

ture is a necessary and important guideline. As stated earlier, this 
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guideline is being used for a minimwn control provision. To properly 

effect such control it would seeIn necessary that aIl interested 

parties should be allo't'led to advance their comments on proposed rates. 

The enactment of ·this provision would sesm to be an important step. 

arHER RECOMMFNDATIONS OF THE MACPHERSON ROYAL COMMISSION 

Some additional recommendations were made by the MacPherson 

Commission. One concerned greater uniformity in the provincial 

regulation of the safety and performance of truck operations. Safety 

is referred to in Chapter VI. Three other recommendations related 

to a national transportation advisory council, an improvement in 

transportation statistics and development assistance for Ne't'~oundland. 

All of these could not but aid trucldng. It appears, however, that 

the Transport Commission has been given the role suggested for the 

advisory council, Le., that of research and advice. This seems to 

have its merits, although some may argue against a combining of the 

research and control functions, feeling that they should be separate 

entities. If handled objectively, however, the research function 

should be an aid to that of control. 

Finally, two additional recommendations concerned railway 

acquisition of trucldng operations, \'lhich is dealt lvith in Chapter VIII, 

and the application of uniform piggyback rates to railway subsid­

iaries and inde pendent trucking operations. At present, raihmy 

piggyback rates charged railway-owned trucking companies and those 

charged independent trucking companies are the sarne. The trucking 
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industry has been concerned with the possibility of the railways 

discriminating on these rates. A provision in the legislation lias 

sought by the Canadian Trucking Associations, Inc., and obtained. 

Because of the central importance of the railways to the 

economy, it would searn it is fair to charge equal rates for piggyback, 

treating all customers for the exact same railway service in the sarne 

manner. 

This action ensures that inde pendent trucking operations 

\dll be able to compete on the surface at least. Possibly later 

financial adjustments may be made betl'leen the railliays and raihray­

o\1ned trucking operations and the benefits gained by the legislative 

action could be nullified. There is, however, a provision in the 

new legislation to allO\v the 'l'ransport Commission t.o require the 

raihrays to keep separate accounts for their various modes of trans­

port.21 Nevertheless, regardless of how it is viewed, it is a 

difficult problem to solve because the railways are the final recip­

ients of profit or the bearers of losses of their subsidiaries. 

Thus even if they do charge large amounts for'piggyback service, 

ultimately at sorne stage, and in sorne way, the railways and their 

subsidiaries share the sarne purse. 

ADDITIONAL CHANGES AS A RESULT OF THE NATIONAL TRANSPORTATION ACT 

Further changes which have resulted i'rom the new legislation 

concern various aspects of control of extra-provincial trucking. Six 

of these features are commented upon in Chapter V, which relates to 
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the subject of control of extra-provincial trucking. A seventh 

matter concerns a change in the Federal Lordls Day Act. Prior to 

the new legislation, the railways were allowed to operate on Sundays 

but extra-provincial trucking was not. This has now been changed 

to allOl'1 this type of trucking to operate seven days a week,22 a nec­

essary feature if competition is to be equalized to the greatest 

extent possible., While this provision ~dll give greater operating 

possibilities to road transport, implementation of the hours-of-'\'lOrk 

provision of the Canada Labour Code, to \'lhich reference ldll be made 

in Chapter VI, could negate su ch gains. 

CONCLUSIONS 

The Royal Commissionls report set out a blueprint for 

transportation policy and action. Competition was relied upon to the 

greatest extent possible for control and regulation. The new legis­

lation has incorporated most of the major recommendations advanced 

by the Royal Commission and has, thus, endorsed the proposal of 

relaxation of control, lvith as much reliance on competition as pos­

sible. 

Although actual assessments are difficult to malte, probably 

from an overall point of view, road transport has more to gain than 

to lose by the new transportation environment which is emerging. Of 

the changes which have been implemented or proposed, those which 

favour road transport operations to a greater or lesser degree, would 

be branch line abandonment, changes suggested in the Maritime Freight 
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Rates Act, Feed Freight Assistance, elimination of the "Bridge" 

Subsidy, possible mail and express business, highway aid, the pos­

sibility for nuùcing representation to Federal authorities, the 

possibility to operate seven days a week and the gradua! elimination 

of the general subsidy. 

There are three changes \"lhich could have sorne adverse 

effect on road transport. First, the lifting of public policy burdens 

borne by the raihIaYs, by continued subsidy action, and, second, 

relaxation of control over rate-making. As stated previously, the 

sting of these two recommendations to road transport has probably in 

large measure been dissipated by no"". (1967) because of raihm.y free­

dom in competitive rate-making and subsidies paid in lieu of the 

Royal Corrnnission recommendations. The third provision, \'lhich relates 

to multiple car and trainload rates \dil, hm-lever, give the raihmys 

sorne advantage. 

Overall, the trucking industry has made sorne major gains 

but it \1iil be faced \·dth more intense competition. This \dll not 

be ne\'l to it because it is an industry \-lhich has gro"ID and thrived 

in a competitive environment. Over the years, it has experienced 

only limited provincial control. The National Transportation Act has 

made provision for the Federal Government to take direct control of 

interprovincial and international truclcing, which is dealt \·dth in 

the chapter which foilm'is. 
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FOOTNOTES FOR CHAPTER IV 

1 ~ National Transportation~. First Session, 27th Parliament, 
1~15 Elizabeth II, 1966-67. 

2 D.B.S., Canada Year Book, Qe. cit., 1960, p. 812. 

3 In the MacPherson Commission's study of gross ton miles on the 
Canadian National Raibiays, of the total 8,731 miles of bran ch 
lines, 5,275 miles, or 60.4 per cent were in the Western Provinces, 
1,877 miles or 21.5 per cent were in the Central Provinces, and 
1,579 miles, or 18.1 per cent were in the Atlantic Provinces 
(excluding Nel'lfoundland). 

4 This was an agreement signed in September 1897, betl'ieen the Canadian 
Pacific Raibiay Company and the Federal Government, , .. lhich provided 
for maintenance of export grain rate levels at three cents per 
hundred pounds below the 1897 level. Rates on settlers' effects 
were also reduced. In return, a subsidy was given to assist in 
building the Canadian Pacific's 330 mile line from Lethbridge, 
Alta., to Nelson, B.C. The maintenance of rates on settlers' 
effects l1aS removed but it remained on export grain. 

For an account of this subject, see the Report of the Royal . 
Commission on Transportation (Ottatia: Queen's Printer, February 9, 
1951), p. 220. (Generally referred to as the Turgeon Royal 
Commission) • 

5 D.B.S., Canada Year Book, Qe. ill., 1965, p. 762. 

6 Mr. Bruno Legace, Economic Consultant, \'linnipeg, in a letter to 
the writer, dated August 24, 1966, stated that he undertook a 
study of grain handling in Manitoba. On branch lines 'll'lhich may 
be affected - 1,050.45 miles - he calculated that 21,671,000 
bushels of '\'lheat weredel.:ivered. This '\'Tould approximate 450,000 
tons. For purposes of our calculation, a figure of 48.07 pounds 
per bushel has been used. This figure of 48.07 was based on 
total deliveries of grain in the 1962-1963 crop year (see D.B.S., 
Canada Year Book, 1965, p. 867), and the l'18igh'!:, per bushel of 
each kind of grain. Mr. D.H. Jones, Counsel, Northwest Line 
Elevators Association, Winnipeg, stated that lihere abandonments 
occur grain would have to be trucked an average of ten additional 
miles. Thus, it is estimated by the writer, that the possible 
increase in net ton miles on Manitoba grain would approximate 
4.5 million. 

For Mr. Jones' comments, see Minutes of Proceeding and Evidence 
No. 15, March 9, 1965, standing Committee ~ Railways, Canals 
and Telegraph ~ (ottawa: Que en , sPrinter), p. 844. 
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7 The Northwest Lina Elavators Association estimates that it costs 
seventeen cents to transport a bushel of grain from an area 
around Regina to the Lakehead. This cost is composed of two 
parts. First~ the average haul of grain by truck to the elevator 
is ten miles~ \'lhich, '\dth a full load, would cost one-half cent 
a bushel per mile or five cents a bushel for ten miles. Second~ 
transportation by train from the olevator to the Lrucehead, a 
distance of approximately 775 miles, costs t'\'lelve cents, result­
ing in a total cost of seventeen cents. Further, the Association 
estimated that for that grain affected by elevator relocation, 
the average haul by truck would increase to twenty miles if the 
abandonment program as envisaged prior to the Prairie Rail 
Network Protection Plan, were implemented. Thus, trucking costs 
would have doubled, increasing the total transportation cost from 
seventeen cents to twenty-two cents~ or almost by one-third. 

See Footnote number 6 - Mr. D.H. Jones' testimony. 

8 D.B.S., Raihray Transport (OttE1't'la: Queen's Printer), 1965, p. 13. 

9 Let ters from Mr. W. P • Coughlin, Chairman, Canadian Freight 
Association~ Montreal, to the writer, dated July 7~ and 
September 15, 1967; also letter from MrD E.J. Roberts, Canadian 
Transport Tariff Bureau Association, Toronto, to the writer, 
dated July 19, 1967; and discussion of July 12, 1967, betl'1een 
Mr. H.H. Williamson, Tariff Consultant, North Burnaby, B.C., 
and the lœiter. 

The class and non-competitive commodity rate increases do not 
apply to export grain and flour, coal, colee, piggyback and inter­
national rates, nor to Maritime traffic. Tariff No. 85, Issued 
March 31, 1967, and Supplement No. 1 thereto, Issued April 19, 
1967 (Montreal: Canadian Freight Association). 

10 Transport Review, Canadian Trucldng Associations, Inc. ~ .Qe. cit., 
January 6, 1967. 

li "$60,000,000 for New Highl'lays in Addition to Trans-Canada,": 
Maritime Truck Transport Reviel"1, .Qe. cit., February, 1965, p. 7. 

12 The Board of Transport Commissioners for Canada, Waybill 
Analysis, .Qe. cit., September, 1966, p. 3. 

The figure of 670 cars shmm for those passing over the UBridge" 
territory may be slightly low because it was not possible to 
ascertain the number of cars moving '\dthin the Eastern territory, 
, .. ,hich also moved '\'rlthin "Bridge" territory. It is not lileely to 
be too large. 
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13 The Board of Transport Commissioners for Canada, Annual Report, 
Qe. cit., 1965, p. 13. 

14 1. Directly assignable cost only. 
2. Directly assignable cost, plus apportionments of indirect 

railway operating expenses. 
3. Directly assignable cost, plus apportionments of indirect 

railway operating expenses, rentE) and taxes. 
4. Directly assignable cost, plus apportionments of indirect 

railway operating expenses, rents and taxes, and a return 
on equipment. 

5. Directly assignable cost, plus apportionments of indirect 
railway operating expenses, rents and taxes, and a return 
on road and equipment. 

May be found at MacPherson Commission Report, .QE. cit., 
Volume III, p. 159. 

15 Submission to ~ Standing Committee on Transport and Conununications 
Concerning Bill C-23l (Montreal: Canadian National RaihTays, 
October, 1966), p. 13. 

16 The National Transportation Act, Qe. cit., pp. 4 and 7. 

17 Ibid., p. 45. 

lB See Footnote 21 of Chapter II. 

19 Transport Revie\'l, Canadian Trucking Associations, Inc., QE. cit., 
February l, 1967. 

20 The National Transportation Act, .QE.. cit., pp. 12 and 45. 

21 Ibid., p. 5B. 

22 Ibid., p. 75. 



CHAPTER V 

REGULATION OF EXTRA-PROVINCIAL TRUCKING 

INTRODUCTION 

Heretofore provincial gove!~ents have exercised direct 

control over the trucking industry. Yet the strongest competitors, 

probably at the moment the only competitors of real significance,l 

of trucking operations have been the raihlays \'lhich are regulated by 

the Federal Government. Therefore, Federal influence relating to 

trucldng has been limited and has been mainly of an lndirect nature, 

effected through action taken in regard to the raihlays. 

As mentioned in Chapter IV, the National Transportation 

Act makes provision for the creation of the Canadian Transport 

Commission - the regulatory body. Under the Act the transportation 

jurisdictional area of the Commission includes rail, air, water, 

commodity pipelines, and road transport in extra-provincial service. 

Excluded are oil and gas pipelines, which come under the National 

Energy Board. While the Federal Government has not yet assumed direct 

control of road transport, Part III of the A.ct makes provision for 

it to do so. This \vould involve about 1,000 trucldng companies in 

Canada.2 The explanation of clauses in the original Bill C-231 stated 

that if it became desirable from the viewpoint of national transpor­

tation policy to Federally control extra-provincial trucking, such 

control would be exercised by the new Transport Co~ssion.3 
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The immediate intentions of the Federal Government have 

not been enunciated. While Royal Assent wasgiven to the Transportation 

Act in February 1967, at that time the Minister of Transport, the 

Honourable J.W. Pickersgill, gave assurances to interested parties, 

e.g., the Truclclng Associations and provincial authorities, that Part III 

of the Act would not be invoked before a Federal-Provincial conference 

on truck control was held. While it was expected that the conference 

would be held in the Fall of 1967,4 it did not take place. Probably 

action to implement Part III \dll not be instituted until \'lell into 196B. 

ATTITUDES TŒ'lARD TRUCIITNG CONTROL 

Federal Government Action Prior to the National Transportation Act 

While extra-provincial trucldng has always been regulated 

by the provinces (see Appendix XXI, sheet one), with first nine, and 

later ten, sets of regulations existing, in the past two or three years 

the Department of Transport of the Federal Government has been indicating 

that the above change regarding control l'laS being contemplated. As 

sho\'ln in Appendix XXI, sheet two, in 1954 a Privy Council decision 

stated that under the British North America Act trucking which crosses 

provincial borders is a matter for Federal jurisdiction. Immediately 

subsequent to the decision, Federal authority over extra-provincial 

trucking was delegated to the provinces by the Motor Vehicle Transport 

Act. 5 

The three major reasons which have been advanced by the 
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Fede~al Government for the considered change in control are, first, 

that the l-facPherson Connnission report l"econunended that in those 

areas where competition between modes of transport exists, legisla­

tion and regulation should be such as to allow each mode to compete 

freely and to obtain its fair share of the transportation market. 

Second, that because of the grol-rlih in extra-.provincial trucking, a 

new type of regulation isrequireq. A representative of the Department 

of Transport, in commenting on this matter, stated that in 1954 when 

this segment of trucldng l'laS made a Federal responsibility it l'laS 

small, it l'laS adequately dealt ldth by the provinces and the Federal 

authorities felt that the relationship should be continued.6 Third, 

because of present litigation (mentioned shortly) it l'las felt that 

the necessary legislation l'dll be available if it becomes mandatory 

for Federal authorities to assume direct control of extra-pro~cial 

trucking. 7 

To pur sue its new policy approach, in the Fall of 1964 

the Department of Transpo~t established a Railway and Highway Branch 

to study Canada's highway transport. S Early in 1966, the Honourable 

Mr. Pickersgill suggested that a ne\'I board would have to be formed 

l-lhich \'lould have an integrated approach (i.e., each mode \'Iould be 

fitted into the transportation complex so that it may function at its 

best lèvel and to the best of its ability). The board would take over 

,the functions of the then existing ~ontrolling bodies. 9 The Canadian 

Transport Conunission is the ne\-I Board referred to. 
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In ,.Tune 1966, while Mr. Pic}{ersgill was attending a trans-

portation conference, the subject was raised as to whether or not rond 

transport should be included under the new authority. One question 

asked '\'las whether rond transport l'/ould not have to be included to make 

the proposed authority effective. The Minister replied: 

There is no question that ".re ha,re to exercise some of 
the jurisdiction which the Privy Council 12 or 13 years 
ago decided we had •••• I remember very well that 
~~. st. Laurent decided to delegate the federal juris­
diction in these provincial agencies. l said to him l 
thought it '\vas a good stop gap but it '\'muld only last 
about ten years. 

l said, ultimately, lre have got to recognize l'lhen the 
Trans-Canada is completed that we will have to exercise 
our responsibility •••• By ,\'lhatever method is used it seems 
to me that if '\'le are going to have the most efficient 
transportation in this country '\'10 are going to have to 
have integration.10 

The Trucking Industry's Position 

Possible Change in Position. The Federal authorities have 

taken the first steps tm'lards direct regulation of the various modes 

of transport in order to have a well-integrated transportation system, 

i.e., each mode operating at its optimum. While the attitude of the 

Canadian Trucking Associations, Inc., (the representative body'of the 

seven provincial trucking associations) has been against such action 

as far back as the 1930's (see Appendix XXI, sheet one) and up to as 

recent1y as t'\'lO years ago (1965), their position towards direct 

Federal regulation appears to have become more favourab1e. 

Barly in 1965, Mr. John Magee, General Manager, Canadian 
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Trucking Associations, Inc., stated that the trucldng industry did 

not want "one super federal authority" for the control of extra-

provincial transportation. He said it would create " ••• another 

bureaucratie colossus in Ottaï'fa preoccupied mainly 'Nith railway 

problems ••• " He further stated that the trucking industry would 

like stronger legislation setting out the ground rules for extra-

provincial trucking and " ••• the provincial boards would function as 

one unit ••• IIU Failing this approach he said the trucking industry 

\'1ould seek a separate Federal motor" carrier board.12 

A little over one year later Mr. Benoit Savard, then 

Assistant General Manager of the Canadian Trucking Associations, Inc., 

l'laS discussing possible Federal control of extra-provincial trucldng 

at the Quebec annual trucking convention in Quebec City. One state-

ment 't'lmch appears in his address, is: 

Let us ask ourselves vlhether l'le l'lould not rather be there" 
lilce the other forms of transport" when national transpor­
tation policies l'dll be formulated or l'lhether we \-dll be 
kept outside loolcing in, because of our resistance to 
direct federal control over the extra-provincial portion 
of our industry. 

One can argue, of course, that because a government is not 
involved in direct regulation of an industry is no reason 
for it to keep the industry on the outside loolcing in when 
the government makes policies which may affect this industry. 
But to be realistic about it, if the government has assumed 
no responsibility for the industry in regulating it, other 
government policies wgtch may affect the industry tend to 
ignore its interest. l 

By the Fall of 1966, during the standing Conunittee hearings 

on BiU C-231, the Trucking Associations want as far as to recommend 

that the cross-border p'ortion of extra-provincial truclcing companies 
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be regulated by the Federal Government, and that the intra-provincial 

portion be regulated by prov~cial authorities.14 However, at one 

point in their submission while commenting on the present system of 

extra-provincial regulation, the following comment appeared: 

It is apparent that although the existing system of 
extra-provincial regulation is inherently unworkable, 
and in no sense can be construed as an acknowledgement 
of federal responsibility in the field of extra­
provincial truck control ••• 15 

The suggestion for Federal control of cross-border trucking 

"laS not adopted. It ,'muld appear to be difficult to implement because 

of the division that would be necessary in each company. Nevertheless, 

the recommendation indicates sorne change in the Trucking Associations' 

position, at least from their earlier stand. 

Further, the Associations made six suggestions on Part III. 

These l'lere adopted in the Legislation. They are shown in Appendix. XXII. 

In the past two years, accompanying this change of posi-

tion, the rapport between the officiaIs of the Department of Transport 

and the members of the trucking industry would seem to have been very 

good. Various articles on Federal recognition which is being given 

to the industry have appeared in the industry's magazines. l6 

The Motor Vehicle Act. While the trucking industry l'laS 

outspoken against Federal control, it desired Federal recognition on 

railway rate hearings and s~nilar matters. Further, for the pa st 

seven or eight years it has been outspoken against the shortcomings 

of the Motor Vehicle Act,l7 which enables each provincial board ta 
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act as a Federal agency for control of extra-provincial trucking. 

Sorne of' the criticisms of the present arrangements are, 

first, that there is a lack of joint hearings by provincial boards. 

An extra-provincial application for operating rights requires at 

least two hea,rings, presenting the sarne evidence to t'iO boards. If 

five provinces were involved, five hearings would be necessary. The 

operator must have legal counsel in each case. One operator has 

stated that it cost his company approximately $3,000 to obtain opera­

ting rights in British Colwnbia.18 If three provinces "lere involved 

the cost could probably double or even triple this amount. In addi­

tion to the explicit costs, there are implicit costs because of the 

fact that key personnel must devote considerable attention to these 

problems, at the expense of other pressing matters. 

Second, there is no guarantee that the running rights ,'lill 

be granted in all provinces approached. If they are not, the trucking 

company could find a discontinuity in trucking rights. For example, 

a company might enjoy rights in Ontario and New Bruns,dck, but not 

in Quebec. 

Third, appeal procedures and guidelines are different in 

the different provinces. Operators often find themselves confused 

with the different situations existing. 

It would appear that· a uniformity for aIl provinces is 

necessary. To operate effectively and, thus, benefit the nation, the 

trucking industry is entitled to the elimination of confusion, and 

to the elimination of an unnecessary consumption of time and expense. 
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Clearly delineated policies which \i.lll be applied nationally are 

essential. Can this be achieved by provincial control and at the 

sarne time, can the interests of the industry be completely protected 

vis-a-vis other modes of transport regulated by Federal authorities; 

or should extra-provincial trucking be under Federal control? 

FEDERAL VERSUS PROVINCIAL REGULATION 

PROVINCIAL REGULATION 

Advantages 

What are the advantages of leaving extra-provincial truck­

ing under provincial control? 

A History of Provincial Regulation. For raany years the 

provincial authorities have regulated trucking. It is their position, 

and that of others connected \1ith the industry, that traditionally 

the industry is provincially oriented. For the good of the nation, 

whether it would be valid or not, they feel traditional control pat­

terns should be preserved. This would unquestionably encourage greater 

harmony between the Provincial and Federal authorities 'and provincial 

autonomy would be recognized. 

However, to what degree should provincial autonomy be 

recognized in this instance? Prior to the Privy Council's decision 

in 1954 the legality of control was unsettled. Provincial autonomy 

was legally in question. Once it was decided that extra-provincial 
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truclcing was a matter for Federal control then there was no legal 

provincial autonomy involved. The autonomy basis used for delegating 

the responsibility was that of tradition. Probably in 1954 this 

basis could justify the action. Today, however, wi th a fast-changing 

transportation complex, it is questionable whether tradition is a 

sufficient basis for continuing provincial control. 

Experience. Provincial authorities have a long record of 

experience wit.h respect to t.rucking problems and are conversant with 

the particular areas in their jurisdictions. As is shown later in 

this chapter, the Federal authorities recognize the experience and 

the facilities of the provincial jurisdictions. 

Hearings on Railway Rates. While one major problem of the 

pa st has been the inabili ty of the truclcing industry to mal<:e repre­

sentation regarding railway rates, this obstacle has now been removed 

with the National Transportation Act, as mentioned in Chapter IV. 

Probably it can be considered an advantage in that it is no longer 

an adverse factor to provincial control. 

Disadvantages. 

Lack of Unifor.mity. As mentioned earlier, one of the 

major problems with provincial control is lack of uniformity. Con­

fusion exists for the truclcing operators. Could this be cured by 

having the ten provincial boards guided by one Act, or have one Federal 

motor carrier board - the two suggestions advanced by the Trucking 

Associations? 
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First, to have ten provincial boards act as one unit would 

be welcome. It is, hOl'leVer, an extremely optimistic thought. The 

attitùdes of the provinces vary significantly. It is unlikely the 

SUffi total of provincial interest will add to that of the national 

interest. Even though one master plan may be set out by the Federal 

Government, the arrangement could be fraught with problems resulting 

from differing desires, opinions, interpretations andapproaches. 

It is questionable \'lhether any great improvement could be made over 

the existing arrangement of ten control bodies, where some measure 

of cooperation has been achieved but which still leaves much to be 

desired. 

The provincial authorities have all realized the difficul­

ties of the present situation, as evidenced in the excerpts in 

Footnotes 11 and 17 of this chapter. Nevertheless, joint hearings 

have not been arranged. This is a step which could greatly facili­

tate issuance of extra-provincial trucking licenses. Such action \"lOuld 

eliminate multiple hearings for the truclcing operators. In one article 

the Truclcing Associations infer that legally the provincial bodies 

cannot act jointly.19 If such is the case, surely the provinces could 

have undertaken steps to encourage early action on the part of the 

Federal Government so that joint hearings could be held. The autonomy 

which each province desires would seem to inhibit the possibility of 

ten provinces \'lorlcing as one unit. 

Second, it "laS mentioned earlier that the Truclcing 

Associations suggested the possibility of one Federal motor carrier 
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board. It is highly unlikely that much would be ach.i.eved towards 

a well-integrated policy ~dth a fragmentation of control by having 

separate federal boards and commissions. Little more would be 

achieved than under ten provincial boards. With each separate board 

or commission different policies would be formulated and would be 

implemented. To hope to bring together five separate control enti­

ties for a well-integrated transport policy, or for that matter even 

two bodies, would again be an optimistic thought. In all likelihood 

each entity would travel its mm particular way and integration of 

policies ltlOuld be secondary at befJt. From the '\œiter' s experience 

in relation to various governmental bodies, and the problems in 

bringing groups together for a well-coordinated effort, one control 

body could unquestionably accomplish a great deal more than could 

separate control entities. 

Increase in Extra-Provincial Tp1cking. Between 1958 and 

1963 extra-provincial trucking increased by one-third.20 While this 

type of trafi'ic is not a large part of the total, it is growing. 

'Vlith better high\'1ays, better equipment and possible increased lengths 

and \'Ieights for equipment allowances on highways, it would seern that 

growth can be expected. One inhibiting factor cOuld be the Canada 

Labour Code, dealt with in Chapter VI. 

Extra Time and Cost. It was pointed out earlier that \'Ul­

necessary costs and time are required for multiple hearings when 

operators desire to obtain operating rights. 
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FEDERAL REGULATION 

If and '<J'hen Federal control is effected in respect of 

extra-provincial trucking operations, what advantages would there be? 

Inclusion in National Policy. If extra-provincial road 

transport were included in the Federal group of transport industries, 

it could become part of the \;l'hole complex and l'lOuld not just be in 

a position to malee representation on raihray rates. Every policy 

laid dmm could be so formulated that the greatest benefit \;l'ould be 

achieved for the nation. 

Uniform hearings, procedures, criteria, and/or interpre­

tations could be used for granting licenses; for hearing appeals; for 

consideration of suspensions, cancellation or amendment of licenses; 

for the consideration of tariffs and the filing thereof; for rate­

making and costing procedures; for safety and operational factors; 

for keeping of accounts; for control, transfer, consolidation, merger, 

or lease of an operation; for requirements re uniform bills of lading 

ruld insurance; for investigations; and for penalties. No discrimina­

tion would exist for any mode of transport because uniformity could 

be applied to all. 

In theoryit could be reasoned that this could be the case 

with provincial control. As stated by Mr. Savard, in practice it 

l'lOuld be very doubtful. 
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Dnportance of Trucking. With the increase in longer­

distance trucking, extra-provincial operations are becoming more and 

more of national importancee 

Provincial Versus National Interests. There is a great 

diversity of provincial interests, which is an inhibiting factor of 

uniform control. Provincial interests do not necessarily favour the 

national interests. They are local in nature and rightly so. Ho't'lever, 

it would seem that extra-provincial road transport should be free 

from su ch provincial lllterests and the national interest should be 

pursued for any interprovincial work or undertaking. 

One Application. The time and cost could be reduced, as 

one application could suffice for granting running rights through a 

number of provinces. Appeal procedures would be standard and confusion 

should be eliminated. As is shO\I/ll in Appendix XXII, the Federal 

authorities would endeavour to use provincial examiners. The procedure 

which '\'1ould be follo\'led in hearings is not ImO\I/ll, but it is presumed 

that only one hearing l'muld be held. Othen'1Ïse some of the benefits 

of Federal regulation l'lould be nullified. 

Competition. One objective of the National Transportation 

Act has been to encourage competition to the greatest degree possible. 

While competition has been evidenced for road transport over the years, 

and it would not be an added advantage under Federal control, its 

benefits would be preserved and not eliminated by a change in control. 
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Disadvantages 

Federal-Provincial Relations. There may be sorne unsettled 

relations if direct Federal control of extra-provincial trucking were 

effected but the provinces have had sorne time to become acquainted 

l'dth the possibility. Further, they realize that extra-provincial 

trucking is a matter for Federal regulation. 

Experience. The Federal Government does not have the 

experienced staff for trucldng regulation 1'lhich the provincial gov­

ernments have, but the Rail-High"my Department of the Federal 

Department of Transport has expanded and nm'l has some personnel ",hich 

is familiar 1vith highvmy transport problems. Further, Part III of 

the Transportation Act contains provisions to utilize provincial 

facilities wherever possible. 

Extra-Provincial Operations. There could be some di ffi­

cult Y involved in what may be considered an extra-provincial operation. 

Presumably the present criterion is if an operation has running rights 

in tvlO provinces, it is then considered an extra-provincial carrier. 

In Ontario the question arose as to whether a carrier was subject to 

Provincial or Federal legislation for labour matters. The Court ruled 

that while the carrier involved transported only t"IO per cent of its 

traffic in extra-provincial service, and on an irregular basis, it 

was, nevertheless, available for service and should be considered as 

an extra-provincial operation.2l This could cause difficulty. Prob-
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ably the outcome will be, even under present arrangements, that if 

a carrier desires to be extra-provincially classified it will retain 

or extend such operations. On the other hand, if it desires to be 

considered as an intra-provincial operation, it will retain running 

rights for only one province. Undoubtedly, this matter will sort 

itself out over a period of time. 

Present Litigation 

There are two matters of litiga~ion which lnay force the 

Federal Government to take direct control of extra-provincial truck­

ing. First, there is a case be'fore the Supreme Court of Canada 

(instituted by the Great \'Jest Transport Company, Winnipeg) in which 

the delegation of Federal authority over extra-provincial trucking 

is being contested. The carrier maintains that the authority of the 

Federal Government cannot be delegated. lihile the case was lost in 

the lm-ter courts, the Supreme Court may take a different vie'\'1. 

Second, another difficult situation has arisen in Manitoba. 

Kleysen Cartage of Winnipeg received a judgment from the Manitoba 

Court of Appeal which indicated that the Motor Carrier Board of 

Manitoba may not have the right to regulate an interprovincial carrier 

operating out of the Province. 
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CONCLUSIONS 

As time has passed royal commissions, governments, and 

transportation men have more fully realized the necessity for each 

mode of transport, and that each mode has a sphere in which to 

operate. Further, it is realized that each is a valuable regulator 

in the transportation market place to accord to the shipper the best 

service at the lowest cost possible. After examination of all the 

advantages and disadvantages listed above, the writer i8 persuaded 

that extra-provincial road transport would be better able to compete 

and better able to aid in regulation, if placed under Federal jur­

isdiction. It would then be fully included in national transportation 

policy. If it is better able to compete, the nation raIl benefit. 

The major point in favour of provincial control ie tra­

dition. This is not a strang point in a fast-changing transportation 

industry. Change must be faced. This is especially so when no legal 

provincial autonomy is involved. Nevertheless, while legally the 

Federal Government has control of extra-provincial truclcing, the 

Honourable ~~. Pickersgill has pointed out that the provinces have 

control of the roads. Therefore, if the Federal authorities take 

direct control of extra-provincial trucking, a reasonable amount of 

administrative cooperation will be required from the provinces. The 

Minister feels a Federal-Provincial conference is necessary before 

taking any action to invoke Part III of the National Transportation 

Act. As mentioned earlier, this is why he has given assurances that 
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su ch a conference will be held before any action is taken. 

The chapter which follows deals with Federal labour 

regulation of extra-provincial trucldng, a subject closely tied to 

this subject of control. 
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FOOTNOTES FOR CHAPTER V 

1 Aeroplanes ldll probably make greater inroads on motor vehicle 
traffic in the next few years. 

2 These are listed in the Canada Gazette, Part l, October 23, 1965, 
in connection with the Canada Labour Code, the subject of 
Chapter VI of this thesis. 

3 See the original Bill C-23l (Ottawa: Queen's Printer), 
August 29, 1966, p. 15. 

4 Georges C. Gouin, QE. cit., C.T.A. Reports, Maritime Truck 
Transport Review, February and March, 1967, p. 19. 

5 2-3 Elizabeth II, Chap. 59, 1954. 

6 A.L. Peel, "HO\1 Highway Transport Fits into Federal Planning on 
Land Transportation," Western Motor Fleet (Regina: Mercury 
Publications, Limited), February, 19~. B. 

7 Transport Review, Canadian Trucking Associations, Inc., QE. cit., 
February l, 1967, p. 3. 

B A.L. Peel, QE. cit., p. B. 

9 As mentioned previously, The Board of Transport Commissioners 
for Canada has been the regulatory body for rail transport. The 
l-iaritime Commission has regulated water transport, \-1hile the 
Air Transport Board has regulated air transport. Also, not men­
tioned, and not included, is The National Energy Board for Canada 
which is the regulatory body for oil and gas pipelines. 

"Integrated Transport Authority Proposed," Ivestern Hotor Fleet, 
Q2. cit., April, 1966, p. 6. 

10 "Raih'lays Are Warned Below Cost Rates To End 't'Iith Coming Transport 
Legislation," Maritime Truck Transport Review, Q2. cit., 
August, 1966, p. 5. 

il "Integrated Transport Authority Proposed," Western Motor Fleet, 
Q2. cit., April, 1966, p. B. 

Also, the follmdng excerpt outlines the Trucking Associations' 
position on Federal regulation in 1965. It was extracted from 
the Associations' submission to the Standing Committee on Railways, 
Canals and Telegraph Lines, concerning Bill C-120: 
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The most desirable solution, in our view, would 
be one which 't.'1ould continue the Federal Government t s 
policy of placing in the hands of provincial 
regulatory boards responsibility for controlling 
and regulating extra-provincial highway transport. 
On the other hand, the solution can no longer be 
one which invests ten provincial truck regulatory 
boards with completely sovereign powers to control 
the extra-provincial trucking industry as ten 
federal boards, operating on ten different policies 
of how regulatory applications should be processed. 

Canadian Trucldng Associations does not in itself 
favour direct federal control of highway transport 
by a centrally located board in Ot,talva, any more 
than does Parliamentary policy appear to favour it. 
We believe that in a vast, sprawling industry, 
whose operations extend into every habitable area 
of Canada accessible by road, provincial boards are 
closer to the problems of the industry •••• 

Submission to Governnlent of Canada ~ National Transportation 
POgi)Y (Ottawa: Canadian Trucldng Associations, Inc., January, 
19 5 , p. 7. 

12 Il Integrated Transport Authority Proposed, Il vie stern Motor Fleet, 
22. cit., April, 1966, p. 8. 

13 "Trucking Industry' s Problems Outlined in Quebec City," 1-faritime 
Truck Transport Heview, 22. cit~, March, 1966, p. Il. 

14 Submission to standing Committee on Transport ~ Communications, 
House .2f Commons, Ottalrla, Canada (ottawa: Canadian Trucking 
Associations, Inc., November, 1966), p. 17 

15 Ibid., p. 18. 

16 For example, see "Hope and Optimism at Last for Inclusion of 
Trucking Industry in National Policy," Maritime Truck Transport 
Review, 22. ~., December, 1965, p. 1. 

17 Follo1ving is an excerpt from page 6 of the Submission mentioned 
in Footnote 11 above: 

••• l'lhile we do not attribute a direct opl.l1l.on to 
any individual i'le make the flat assertion that there 
is not one single administrator and regulator, 
responsible for control of the trucking industry at 
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provincial leve1 in this country, who does not 
believe that far-reaching amendment and reorgan­
ization - if not repeal and complete replacement -
of the Motor Vehicle Transport Act is a pressing 
necessity. 

18 Dixon and Sons, Ltd., Burnaby, B.C. 

19 ~ Transportation (Toronto: The Automotive Transport 
Association of Ontario, Inc.), April, 1965, p. 21. 

20 D.B.S., Motor Transport Traffic, National Estimates, QE.. cit., 
1958 and 1963. (See Interprovincial and International Traffic). 

21 A 1965 decision in the Ontario Courts l'lould seem to indicate 
that in that jurisdiction the amount of traffic a company 
transports in extra-provincial service does not deter.mine for 
control purposes whether the carrier is in the intra-provincial 
or extra-provincial category. Tank Truck Transport, Ltd. (1960), 
established that only tl'IO per cent of its operations l'lere in 
extra-provincial service and that this l'laS on a casual and 
unscheduled basls. The dispute ta be resolved concerned a labour 
matter and \'lhether the Company was subject to the Federal Industrial 
Relations and Disputes Investigation Act. The Court ruled that 
the deciding factor was not the amount of traffic but that the 
Company \-ras ready and '\'rllling at any time to transport traffic 
in extra-provincial service and, thus, it camI:) under Federal 
jurisdiction. 

See: M)nthLY Bulletin (Vancouver: Automotive Transport Association 
of B.C. , August, 1965, p. 5. 



CHAPTER VI 

LABOUR AND SAFETY LEGISLATION 

INTRODUCTION 

The two remaining pieces of Federal legislation which 

have had and could have significant effects on Canadian trucking, 

are the Canada Labour (Standards) Code, and safety legislation which 

is now being prepared. 

CANADA LABOUR (STANDARDS) CODE 

Appendix XXIII briefly outlines the Canada Labour Code 

and the circumstances relating to extra-provincial trucldng. It 

will be noted that while the various provisions of the Code were to 

be effective July l, 1965, by 1967 the hours-of-work provision had 

not been applied to motor transport. For this group, the Minister 

of Labour temporarily deferred to July l, 196B, the application of 

Part l of the Code, which relates to hours of "t'TOrk. l 

The four main provisions of the Code are a forty-hour 

work week, a minimum wage of $1.25 an hour, two 11leeks' vacation with 

pay and eight general (statutory) holidays each year. Of these four, 

the major problem is presented by the provision for hours of work. 2 

On April 5, 1967, the Minister of Labour appointed an 

Inquiry Commission to study the hours-of-work provision as re1ating 

to the trucking industry. Hearings were he1d in Ottawa during 
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August 1967. It is expected that a report will be forthcoming from 

the Commission by the end of 1967 (see Appendix XXIII, sheet two). 

Problems Regarding Hours of \'lork 

There are three aspects of the provision for a forty-hour 

\'lork \'leek \'Ihich have and could cause concern for trucldng operations. 

First, limitations would be placed on extra-provincial trucking. 

Those companies which cross provincial borders are generally those 

~dth the longer-distance runs. The Code applies directly to these 

extra-provincial companies. Second, there would be an effect on 

employees' earnings and, third, there ~dll and has been an effect 

on intra-provincial trucking. 

Linûted Hours. If the Canada Labour Code is applied to 

extra-provincial trucking, , .. fhich \'lould involve about 1,000 companies, 

as stated in Chapter V, a maximum of eight hours a day and fort y . 

hours a \'leek \'Iould seem to be extremely limi ting for trucking longer 

distances. Any trip exceeding three hundred miles could barely be 

completed in the regular \'lork day. Trav:elling at fifty-fi ve to 

sixt Y miles an hour, a truck could probably average fort y to fort y­

five miles an hour for the trip. While there is the possible use 

of overtime, this provision i8 limited to eight hours a \'leek, and, 

furthermore, it would result in a more costly operation (the hourly 

rate at time and one-half). To some extent, this \'lould inhibit the 

ability of the trucking operation to compete with other forms of 

transport. 

. ' 
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Where a company is faced with lrregular traffic, the Code 

would be an exceptional burden. For e:x:amp1e, the General Manager of 

Hendrie and Company, in Ontario, states his Company hauls heavy 

equipment, and on certain occasions sevan hours may be requiredj 

while on others nine hours, or even more may be required. Unforeseen 

problems, route diversions and similar factors can cause considerable 

de1ays.3 This is only one of numerouB situations which could occur 

for longer-distance trucldng, Le., in the intermediate- and long­

haul markets. 

Sleeper Cabs. It may be contended, and as the Minister 

of Labour has stated, that other forms of extra-provincial transpor­

tation are faced with the same conditions. While this is true, the 

other modes of transport do not have quite the sarne problems with 

which to cope. For example, the railways, "lhich are the trucking 

industry's strongest competitors, have terminals across the nation. 

This enables a relay operation, as employees are located throughout 

the Country. 

One device utilized by the trucking industry to compete 

with the railway relay operation for long-distance hauling has been 

the use of sleeper cabs. Two drivers are involved and each has a 

tum at driving "lhile the other resta. A continual operation is 

provided. The future value of the sleeper cab would seem to be 

limited should the hours-of-work provision of the Federal Labour 

Code be implemented. If each driver is allowed to l'lOrk eight regular 
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hours in twenty-four plus one or two hours of overtime, three men 

\'1ould be required for a continua! operation. This would increase 

costs considerably. The number of long-distance truck drivers could 

increase thirty-five to fort y per cent. Also, equipment requirements 

could increase by twenty-five per cent. 4 Failing the use of additiona! 

truck drivers, relay stations may have to be set up a!ong a run but 

this would be expensive and probably prohibitive for trucking 

operations to remain viable. 

The continui ty of the run in a long-distance truc!dng 

operation enables early delivery. For example, trucking operations 

fram Calgary and Edmonton can effect a fourth morning delivery in 

Toronto, while rail piggyback makes a fifth morning delivery. With­

out a large increase in costs, this could not be accomplished under 

the Code. Furniture van lines will a!so be seriously affected. One 

estimate is that rates \dll increase t\'1enty-five per cent for the 

long-distance movement of household goods if the van lines are to 

maintain their competitive position.5 Increased rates would 

undoubtedly have a depressing effect on the demand for van line 

services. 

Necessary Latitude. It is not denied that trucking 

employees should enjoy a 1-1ork \'1eek comparable to the majority of 

other employees in society. Hot'1ever, intercity transportation in 

Canada, where distances are great, should not be considered as a 

standard "punch clock" operation, especially for longer-distance 
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drivers. To do so will have a deleteriou6 effect on truclcing opera­

tions. Now that the Labour Code has been enacted, probably the most 

suitab1e arrangement for extra-provincial truclcing companies would 

be to exempt long-distance truck drivers, allo~dng thern to remain on 

their present mile age payment arrangements. This procedure is 

follOl'led in the United states where only safety factors llmit driv­

ing time. 

If the Federal Department of Labour eventually decides 

that the forty-hour \-mele should be applied to ail extra-provincial 

trucldng, then the greatest of latitude should be allo\'led the 

trucldng operations in the arrangement of \'lOrk hours. There is a 

provision for averaging hours but this is limited to thirteen weeks 

(see Appendix XXIII, sheet t\'lo). There \'iould seern to be much more 

latitude needed. The additional costs for the truclcing industry to 

apply the Code 'tdll be burden enough ~1ithout further increasing such 

costs because of built-in rigidities in operational requirements in 

the hours-of-\-lOrk pattern. 

Various arrangements should be allowed in order to aid 

extra-provincial trucldng to cope with the situation. For example, 

innovations Buch as allowing a worker to work 2,000 hours a year 

plus 400 hours overtime could be considered. Hours could then be 

arranged to suit the trucldng operation. The rigidity could be placed 

on a yearly basis rather than on a ~leekly basis. This could facili­

tate longer hours during the peak seasonal periods and, thus, enable 
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the employees to eam the best possible income. It \'Iould also aid 

the employer to meet demands in a rush periode Another arrangement 

might be to allow 1,000 hours to be \'lorked ,·dthin a six-month period 

and the second 1,000 hours in the succeeding six~onth period, \f.lth 

the 400 overtime hours worked if and when required. Other short-term 

arrangements may be to allow a driver to work fort y regular hours 

plus eight hours overtime within a four-day period, extending to him 

three successive days of leisure. While such arrangements would 

increase costs, at least they l'lould allo,'/' better utilization of 

equipment \'Ihich is extremely important in transportation operations. 

OVertime stud.y. While work l·meles are being reduced, the 

trend in hours worked is interesting. The United states Bureau of 

Labor Statistics published a study in the latter part of 1966, which 

shows that more and more people in the United states are working longer 

hours. From 1948 to 1965 the number of non-farm l'lorkers l'lho l,'lork 

more than forty-eight hours a week increased from 4.8 million to 9.4 

million - from 12.9 per cent to 19.7 per cent of the full-time, non­

farm l'lork force. Fort y per cent of those involved work sixt y or 

more hours a week. Some work overtime, others l'lork in a second oc­

cupation. The average hours for aIl non-farm workers l'las forty-five 

hours a l'leek in 1965, l'lhich is about the sarne as in 1948.6 

Demand for Labour. If the Code is applied to extra­

provincial operators across Canada the logical course for trucking 

operations l,'lOuld seem to be a contracting-out of the l'lork, especially 
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for longer distances. This could he accomplished by greater 

utilization of railway piggyback, container operation and owner­

operator leasing arrangements. Whether owner-operator arrangements 

could circumvent the Code and not be declared illegal would be a 

point for consideration. 

Nevertheless, if the Federal Department of Labour has 

as its objective an increase in total positions, which could well 

be the case, the increased costs may result in greater use of 

contracting-out, a situation to '\'lhich employee groups may strongly 

object, and there probably would be a greater use of technological 

innovations su ch as piggyback. This could result in a reduction in 

the number of positions rather than an expansion. Capital '\"1ould be 

substituted for labour. tihile objection should not be raised if 

transportation costs are reduced or are restricted by the use of 

capital innovation, there would be the question of the displaced 

workers, an important point for consideration. Assuming proper ad just­

ment could be made for the '\'lorkers involved, there is still another 

factor to be considered. Road-rail competition would be reduced with 

the curtailment of distance trucking. 

As was pointed out earlier, the grOl"1th of the trucking 

industry was one important factor in the introduction of competitive 

rates by the railways. Removal of the effectiveness of distance 

trucking could conceivably have the reverse effect, with possible 

increased transportation costs to the shipper. 
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The degree of effect the Code would have on either 

increasing or decreasing labour demand is difficult to predict. It 

wOuld likely decrease demand for long-distance trucking, with a 

resulting decreased labour demand and a confinement of this mode of 

transport ta shorter hauls. At best, it is unlikely long-distance 

trucking would display any gro~ffih and its effectiveness as a regulator 

would be curtailed. 

Earnings and Employees' Attitudes 

A second major consideration is the fact that ~dth the 

reduction of '\'J"Ork hours, a reduction in earnings would result. There 

was not a provision included in the Code for maintenance of earnings 

because the Minister stated that he felt wages ~Tere a matter for 

collective bargaining.7 

As an aside, there would seern to be an inconsistancy 

existing. WhY should t.he Govemment legislate for hours of l'fork, 

statutory holidays and vacations, and treat wages in a different 

manner? One might understand that in situations where long hours 

are \'forked, the maximum hours may need to be legislated to a point 

of, say, forty-eight hours per week. This same principle is being 

applied in regard to minimum wages being set at $1.25 an hour. It 

would seem that the Government's role for maximum hours of work should 

be similar to minimum wage action rather than taldng a very prevalent 

level of hours (fort y hours) and legislating on that base. The same 

would apply to the other collective bargàining items such as statut ory 
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holidays and vacations, although a minimum vacation of t\rl0 \1eeks 

would not seern to be excessive, nor the provision of eight statutory 

~olidays. Yet many workers today enjoy no more than these provi­

sions and their benefits l'lere established by collective bargaining. 

Returning to the question of reduced earnings, if the 

forty-hour week is applied to extra-provincial motor carriers, 

empIoyees' earnings will be reduced according to hours \10rked. For 

exampIe, an over-the-road driver who is aliowed to work 3,000 hours 

annually today, l'lould be reduced to 2,000 hours. Thua, if he l-lere 

presently earning $6,000 a year (the more experienced drivers earn 

. as much as $8,000) he would be reduced to $4,000 \rdth sorne additional 

hours for overtime payment. This prospect of reduced earnings has 

not augered \'lell \-dth the employees, and criticisms have been 

levelled by some who feel that their overtime should not be limited. 8 

The natural outcome of a reduction of earnings ,-dll be a 

Teamsters' Union drive to pressure ,\-[ages to their old level and beyond. 

It has been estimated that to maintain earnings for employees with 

the new legislation in effect, a twenty per cent increase in costs 

would result for the industry. 9 As shmm in the section belm'l, the 

Teamsters' Union has taken its guidelines from the Federal 1egis1a­

tion for hours of work and has achieved a sett1ement of maintenance 

of earnings. There was a pro1onged strike in Ontario early in 1966, 

\·dth serious effects on the intra-provinciai trucking group of carriers, 

as well as on the extra-provincial carriers involved. 
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There would be a three-way cost increase to the motor 

carriers if the Code is invoked as at present. There would be an 

increase to the employees plus the cost of additional employees, 

and the cost of additional equipment. 

Intra-Provincial Trucldng 

Federal Government Action. As described in Chapter V, 

the Federal Government is considering trudng direct control of 

extra-provincial truclcing companies, a step which would seem to 

contain merit. HO'\'lever, there i'lould be a dichotomy in trucldng 

control and great care ,'muld have to be exercised by the Federal 

Government in its actions so that a proper functioning of the \'lhole 

indust~ lrl0uld result. The Federal Government' s entry into the 

labour field, in this instance, setting out maximum hours of work 

and other provisions, generated a very complicated situation. Under 

the Federal Labour Code there exists a lower maximum limit on hours 

thari those maximum limita existing under the provincial legislation 

and provincial collective agreements. Appendix XXIII, sheet three, 

shows a comparison of Ontario legislation and Ontario collective 

agreements with that of the Federal Labour Code at the time it was 

enacted. 

To have uniformity the Federal Government had the inten­

tion of asking the provincial governments to bring their labour 

standard legislation int; line with the Federal Labour Code. IO One 

report stated that the Ontario Labour Minister, for example, \'las not 
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receptive to su ch a step. He said that the maximwn work week for 

that Province would not be reduced belOl'l forty-eight hours. The 

following words are attributed to him: 

At a time when manpOl'ler itself, not to mention stiils 
or semisldlls is in extremely short supply, i t would 
be foolhardy to short en hours of work belOl'l today' s 
prevailing levels.il 

In any event, regardless of what minimwn standards may 

be prescribed by legislation in the provinces, in 1966 the Teamsters' 

Union took the initiative to obtain for intra-provincial trucldng 

operations the standards set out in the Federal Labour Code. Never­

theless, extra-provincial carriers have not yet (1967) had to implement 

the Code because of the de ferment granted. 

Strike Action. A fourteen-l'leek strike and lockout (some 

firms l'Iere struck, others closed dOl-m) of B,500 trucldng employees, 

affecting fifty-five Ontario companies, commenced on January 20, 1966 

and ended l-iay lst. The foilowing is an excerpt from an article 

conunenting on an offer made to the employees to effect the forty-hour 

work l'leek by October 196B: 

They want the 40-hr. week and they want i t next year. 
'It's the law.' said a Teamster business agent to F.P. 
(Financial Post), referring to the code. ~r people 
feel they are justified in asldng for it.' 

Final settlement resulted in a step-by-step implementa­

tion of the forty-hour week by January l, 196B.13' 

An anomalous situation has occurred. The Code which '\-las 

to apply a forty-hour work week to extra-provincial trucking operations 
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has actually precipitated the implementation of the forty-hour week by 

1968 in intra-provincial trucldng operations in Ontario (long-distance 

drivers excepted). Hourly-rated employees of extra-provincial carriers 

in Ontario also ,-dll receive the forty-hour week on the SaIne settlernent 

basis by 1968. Hour1y-rated employees of extra-provincial carriers in 

Quebec l'Iere scheduled to receive a fort y-four hour work week, on a step 

basis, by October l, 1967. The only limitation on highway drivers in 

Ontario is 2,100 miles per \'1eek and, in Quebec, 2,200 miles per week.14 

This standard pattern set in Ontario ,-dll no doubt be pur­

sued by the Teamsters' Union across ail provinces. Whether other strikes 

,'lill occur is difficult to say as the settlement pattern has been 

detineated in Ontario. Yet other areas of Canada, such as \vestern 

Canada and the Maritimes are probably less able to afford the additional 

cost of higher freight rates. Further, it would seern that the settle­

ment in Ontario for intra-provincial trucking empIoyees and extra­

provincial hourly-rated empIoyees, greatly "reakens, if not almost 

eliminates, the possibility of extra-provincial carriers obtaining 

permanent exemption from the hours-of-11orl, provision of the Federal 

Labour Code. This '-las the objective sought by the trucking industry. 

The one hope is that long-distance drivers ,il11 be exempt or be given 

special treatment. 

It is unfortunate that the Federal Government in actual 

fact formulated demands for the Teamsters' Union, a strong, militant 

group \'lhich needs no aid in seeking better \'lorking conditions. 

Further, out of the Teamsters' settlement in Ontario there has come 
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a maintenance of earnings for intra-provincial trucking employees. 

Thus if the Code iD applied on a blanket basis to extra-provincial 

carriers, the Tearnsters' Union \dU be quick to maintain the sarne 

level of earnings for this group of emp10yees. This could result 

in an immediate increase in direct wage costs of from seventy cents 

to $1.00 an hour for the employees involved.15 While the Terunsters' 

Union may have in due course for.mulated demanda along the lines they 

did for Ontario trucking ernployees, it would seern the Federal 

Government has at least hastened the day of this additional cost 

for the motor carrier operators involved. 

Economie Results. The 1966 Ontario trucldng strike took 

a toll on the trucking operations concerned. A conservative estimate 

of the weekly losa of grosa revenues was $2.0 million, or $28.0 million 

for the whole period.16 The General Manager of the Canadian Industrial 

Traffic League estimated that the trucking operations '\'lould lose at 

least five per cent of their traffic to competitors.17 In more recent 

correspondence he stated that two months after the strike the mot or 

carriers had not recovered all of the business they formerly had,18 

and according to press reports the 1966 rail strike was so short in 

duration it did not aid the trucking operations to recapture lost 

traffic. But had it been longer, trucldng operators maintain the 

rail strike \'lould have worked a hardship l'dth thern because of the 

premium pay required for all the additional work and the added co st 

for leased equipment.19 
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To as certain the attitudes of the shippers t0'\11ards the 

motor carrier after the trucldng strike in Ontario, the Canadian 

Industrial Traffic League conducted surveys of its members. Sorne 

of the findings are shown in Appendix XXIV. One of the questions to 

131 shippers on their appraisal of other forms of transport used in 

lieu of trucldng, indicates that private and 1eased trucldng, and 

cartage were well regarded, as was rail car10ad. Many of the shippers 

did not ShO\'l great favour for rail piggyback, less-than-car10ad lot, 

express, rail international and pool car service. Hm'lever, the 

sample was limited and probably by previous trial and error these 

shippers had found that the last five services mentioned did not suit 

their particular needs. Of 122 firms replying to a question on 

reversion of their traffic to their original motor carrier, only 

fifty stated that ninety per cent or more of their traffic 'tvould 

revert back. From the total survey there is enough evidence to sho\'1 

that after the strike 't'Tas over shippers planned to use other carriers 

besides motor trucks and some planned to use private and leased truck­

ing. 

This strike was serious and was no doubt, at least 

lengthened, if not largely precipitated by the Federal Labour Code. 

Truck rates had been increased in the Fall of 1965. The additional 

costs from the 1966 strike settlement resulted in further freight 

rate increases of up to ten per cent, announced in the Fall of 1966. 

In addition, minimum rates on truck L.T.L. traffic between Ontario 
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and Quebec were increased from twenty-eight to seventy-one per 

cent.20 This will inhibit the competitive ability of these carriers 

but offsetting to some extent these increased rates ~r.lll be the rail 

rate increases mentioned in Chapters II and IV. 

Other Provisions of the Canada Labour (Standards) Code 

The minimwn '\'J'age of $1.25 an hour '\iould not appear to be 

a provision with which one could quarreI. The trucking industry 

has trucen no exception to it and legislation of this nature for a 

minimwn provision '\'lould not enter the major collective bargaining 

area. Likel'Jise t"'10 l'meks 1 vacation 'Id.th pay l·muld seem to be 

fairly acceptable and probably could be considered as a minimum 

today vlhen many worleers are receiving three "meles or one month's 

vacation. On the other hand,eight general (statutory) holidays 

l·muld certa.inly not be a minimum l'1hich might be expected under 

legislation, as there are still many workers in the nation l'lho are 

receiving only this or even less than this amount. In any event 

these three provisions have been applied to.enra-provincial truck­

ing. 

In summary, the hours of work and general holidays provided 

under the Legislation liOuld seem to exceed \'lhat should be legislated, 

as they trespass into the collective bargaining area. On the other 

hand, the minimum wage and vacation provisions may be expected levels 

for legislation, as bargaining has in many instances exceeded these 

minima. 
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Sunnnary 

While the Federal Government may have been well intentioned 

in its action in respect to labour standards, it has upset the 

collective bargaining procedures and the cost effects on the trucking 

industry have been and ,dll be serious even if the Code is not 

implemented. Application of the Federal Labour Code to extra­

provincial trucking \iill place a heavy burden on these carriers. 

It l'muld appear nOl'l that regardless of 1'1hat the Inquiry CollDl1ission 

may find, or \'Ihat the Federal Government does, in view of \'lhat has 

occurred, the Teamsters' Union l,Till attempt to place all trucldng 

throughout Canada (including extra-provincial trucldng) on a fort y­

hour l'leek, ldthout the limit on overtime. 

It "Till not be an easy task for the trucldng operations 

to cope \'Tith these additional financial problems. They have been 

faced l'Tith rising equipment and other operating costs. It may be 

contended that other industries under Federal jurisdiction must face 

the sarne problems. vlhile this is true, it ,-muld seem that it may be 

a greater burden on extra-provincial trucldng fir.ms than ~n others. 

The present technological arrangement \'Till not allow trucking to 

adapt to the Code, as easily as railways may do. Secondly, there 

are a large number of trucldng companies in intra-provincial service, 

performing shorter runs. These companies l'Till be able to adapt more 

easily to the new working conditions, forced on them by the Teamsters' 

Union, than \'Till the longer-distance truckers who \vill be subject to 

the Code. 
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SAFETY LEGISLATION 

It 1s understood that there 1s a Safety Bill being 

prepared by the Federal Government, about which little has been 

said. Apparently 1t will follm'l along the lines of the Federal 

Labour Code, and will set up minimum standards of safety. This 

will be appl1ed to companies which are considered to be extra­

provincial carriers. It may l'fell be expected that provincial 

authorities l'lill follow the standards set out by the Federal Safety 

Code. Not to do so would place intra-proV'incial carriers in a 

different category than those in extra-provincial service. If the 

Federal Safety Code 1s considered a minimum standard, then for the 

safety and protection of the public, such a standard should be 

required for intra-provincial carriers. 

While the terms of such legislation are not Imm·m, if it 

is felt that there exists a need for safety improvement, undoubtedly 

costs will increase for trucking operations. Over an extended period 

of time the costs which may be involved in achieving safe:r motor 

carrier operations cannot but aid trucking efficiency. Accidents 

of all types are costly. Any reduction which can be effected in this 

direction will be a reduction in cost. It could vlell be that additional 

costs which may be encountered under safety legislat10n could be 

more than offset by accident cost reduction.--It is to. be hoped that - . 

this proposed safety legislation l'lill help to "weed outil the ineffi­

cient and careless operator, a burden which a modern transportation 

complex cannot afford to bear. 
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CONCLUSIONS 

A review of the se areas of legislation reveals sltuations 

'\'/hich could be de triment al to trucldng operations from a cost point 

of VÏel'l. This could inhibit their ability to compete. The Federal 

Labour Code will have imposed and will further impose financial 

burdens on the industry in an area which seemed to belong rightly 

to collective bargaining. However, the Labour Code has been passed. 

It would not be surprising to witness the application of the Code to 

ail extra-provincial trucking operations, l'lith the possible exception 

of their long-distance drivers, nOvl that trucking operations in 

Ontario vdll have obtained the forty-hour l'leek by January l, 196$.21 

Safety legislation will probably result in additional cost for the 

industry but in the final analysis it should produce more efficient 

trucl{ing operations. 

While there are both detrimental and advantageous features 

involved in the legislation l'lhich has been dealt ldth in Chapters IV, 

V and VI, it is to be hoped that after it is finalized and effected, 

strong, well-operated motor carrier operations will emerge. This 

mode of transport, together wit.h other modes, is essential to the 

economic well-being of Canada. 

In the tvlO chapters '\'Ihich follow, an attempt ,vill be made 

to assess major technological changes in transportation and their 

effect on the mot or carrier industry. 
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CHAPTER VII 

TECHNOLOGICAL AND OTHER IMPORrANT CHANGES - PARr l 

INTRODUCTION 

Technological and other important changes are affecting 

the profile of the transportation industries. Certain of these changes 

are integrating road ~dth other modes of transport; others are enabling 

road transport to compete more effectively. The more important of 

these changes are piggyback operations and containerization which are 

dealt \·dth in this chapter. Chapter VIII refers to railway acquisi­

tion of truclcing companies, integration of air and road transport, 

bulk hauling, road and shed handling equipment advances, computer use, 

training, improved highways, and licensing changes. 

PIGGYBACK 

Railway piggyback operations may be considered from t\'10 

aspects. First, there is the movement of highway trailers on rail 

flatcars, which is generally referred to as piggyback. Second, there 

is the movement of van-type containers by rail flatcar, which is a 

piggyback service and, in essence, is similar to the trailer service 

but the movement takes place without the trailer wheels. 

For purposes of this document piggyback will refer to 

trailer-on-flatcar service and the movement of containers will be 

referred to as containerization. 
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Background of Pigg,yback 

Piggyback, as we lmow it t/oday, began in Canada in 1952. 

At that time the two major railways cornmenced to carry their own 

trailers. In 1957 the railways agreed to transport the trailers of 

for-hire carriers. Considerable growth, referred to shortly, was 

then experienced in the numbers of trailer Ioadings. By 1959 the 

two major railways had piggyback routes from coast-to-coast. Today 

there are four arrangements in effect. The railways transport their 

own trailers, trailers of their trucking operations, trailers of 

for-hire common carriers and sorne private trailers. 

At the time of the !llacPherson Royal Conmùssion, piggyback 

operations had become an important aspect of the railways' modern­

ization program. Because of the importance of piggyback, the 

Commission requested that D.W. Carr and Associates (Transportation 

Consultants) report on this subject. A summary of the report appears 

in Appendix XXV. 

Advantages and Disadvantages of Piggyback 

Railway Advantages. According to the Carr report, piggy­

back offers to the railways the fol1ovdng major advantages over boxcar 

traffic: speed, Iess freight handling, flexibility, adaptability, 

and a reduction in pilferage, loss and damage. These features have 

enabled the railways, with limited capital expenditlires, to partici­

pate in the high-valued traffic of trucking operations. As shO\m in 
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Appendix XXV, sheet two, an example of the limited capital expendi­

ture is the fact that a rail piggyback yard can be constructed for 

one-tenth of the cost of a conventional rail-type yard. 

Trucking Advantages. The major advantages for trucldng 

are, first, piggyback is beneficial in special circumstances, such 

as for peak loading, frosty weather and similar conditions. Second, 

piggyback allOl'1S an expansion of a trucldng operation without a large 

investment. Third, trailers can be rebalanced bebreen terminals 

without tractors. Fourth, there is less exposure to accidents. 

Fifth, some costs, such as licenses, are eventually reduced. Sixth, 

in some instances, such as for shorter rune, piggyback can provide 

a faster service than over-the-road trucking. For example, from 

Toronto to Montreal the elapsed time of piggyback is from seven to 

eight hours '\-[hile a tractor-trailer combination requires ten hours. 

Seventh, the continuous, longer-distance hauls are generally less 

expensive than highway trucking. Eighth, less tractors are required. 

Ninth, prior to the change in the Federal Lord's Day Act, mentioned 

in Chapter IV, piggyback permitted Sunday movements for trucldng 

operations. 

Trucking Disadvantages. The major disadvantages a truck­

ing operation may encounter "dth the use of piggyback are, first, in 

the short-haul field, Jnany believe higher costs are experienced than 

when trailers are transported by highway. Second, there is a loss 

of independence by the trucking operator because he reduces his 
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tractor fleet. Third, in sorne instances piggyback is slower than 

highway operations. Fourth, there is less flexibility, especially 

for intermediate stations. Fifth, there is little supervision for 

such units as refrigerator trailers. Sixth, a trucking operation 

requires more trailers than it would reqldre for highway transport. 

Seventh, trucking management loses some control over its operations. 

Eighth, there is a loss of advertising because the trucking company's 

name is not before the public. 

Summary. From the raihTays' point of view there would 

seem to be considerable advantage to be gained from piggyback. From 

the point of vie\"f of trucldng, it, '\-muld seem that for short distances 

the disadvantages outw'eigh the advantages to be gained by the highway 

operator. For longer hauls, the reverse could be the case. 

Growth of Piggyback 

In its early years piggyback appeared to be a very promis­

ing development but, according to the Carr report, by 1959 sorne of 

the early enthusiasm had waned. Nevertheless, piggyback has continued 

to expand but not at the rate of earlier years. 

Piggyback Rail Carloadings. Appendix XXVI reveals that 

in 1958 there were 77,109 rail carloadings of piggyback in Canada. 

By 1965 this had increased to 232,178 - an overall increase of 201.1 

per cent. In 1958 there were 276,767 rail carloadings of piggyback 
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in the United states. The number increased to 1,031,210 by 1965 -

a 272.6 per cent increase. Annual growth data, as shown in 

Appendix XXVI, revea1s that in both Canada and the United states 

considerable growth was experienced up to 1959, but thereafter the 

growth rate decreased, eVidencing fluctuations. 

Appendix XXVI also indicates that as a percentage of 

total Canadian rail carloadings, piggyback has steadily increased. 

In 1958 piggyback loadings were 2.04 per cent. By 1965 they had 

lllcreased to 5.83 per cent. 

Piggyback Gross Ton Miles. Piggyback growth may be 

l'litnessed from another vantage point. Appendix XXVII shOl'fS highway 

gross ton miles from 1952 to 1964 (the latest data available) for 

Canadian National and Canadian Pacific piggyback (virtually the 

market in Canada),l as a percentage of the road-rail intercity ton­

mile market. From commencement in 1952, when the railways lvere 

carrying their own trailers, to 1964, piggyback increased to 2.8 per 

cent of the road-rail market. 

The Economic Effects of Piggyback 

What are the economic implications involved in the piggy­

back technological arrangement? First, total road-rail tonnage 

traffic does not increase but rather there is only a transfer of net 

ton miles from the intercity road haul to that of the intercity rail 

haul. In addition, there is added to the net-ton-mile rail haul the 
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tare weight of the trailers involved. Thus, included in the data 

of rail intercity net ton miles are the gross ton miles of highway 

piggyback operations with a simultaneous elimination of piggyback 

net ton miles from road intercity net ton miles. For piggyback 

traffic, the only portion of transportation service provided by the 

road transport industry is the urban mile age at origin and destina­

tion terminals. 

The piggyback rate charged by the railway mus·t cover the 

coat of moving the contents of the trailer, the trailer and the 

railway flatcar. The cost of the high\'lay movement, on the other hand, 

is that of moving the trailer and its contents over the high\'lay. 

However, the decreasing-cost economic advantage of the railway enables 

that mode of transport to make very competitive rates. 

The decision of the high\'lay operator to use or not to use 

piggyback service can be influenced by the numerous factors nlentioned 

earlier. \'fhile certain economies may be achieved, higher costs for 

line-haul movement may also be encountered. Some service advantage 

will be gained, l'lhile operating, public relations and management 

control disadvantages will be experienced. Thus ~mile specific 

economic effects are important, the other intangible items are given 

considerable attention by the trucking operators and those factors 

ntay even exert greater pressure in the final decision than do the 

direct economic factors. For e)ŒUnple, the General Manager of Gill 

Interprovincial Lines tru(es the position that the Company's indepen-
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dence of the railways and the public relations of the highway move-

ment (Le., the Cornpany's name is before the public) are of prime 

importance. Thus he is reluctant to use piggyback and does so only 

very sparingly. 

Piggyback is suited mainly to processed and manufactured 

goods (which includes L.T.L., L.C.L. and express shipments). The Carl' 

report estllnated that piggyback may eventually account for ten per 

cent of the traffic on the raihTaYs. As rnentioned, it is continuing 

to grm'l and nm'l accounts for 5.83 pel' cent of total carloads. Whether 

piggyback ,rill reach the suggested ten pel' cent may well be determined 

by the growth of containerization. 

Fishyback 

While piggyback relates to the road-rail movement of 

trailers, there is also a combination of road and slùp transport. 

Trailers are placed on vessels for movement from one port to another. 

The popular narne of this arrangement is fishyback. It can be wit-

nessed on the st. Lawrence River and the Great Lakes, and on the East 

and West Coasts of Canada. It is used quite extensively in the 

United states. The arrangement is the sarne as piggyback apart from 

the substitution of a ''later vessel for a railway flatcar. 

Piggyback Surnmary 

"'" 

In surnmary, trailer piggyback does not reduce the tonnage 

of the truclr..ing operation but rather tends to change the structure 
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of the operation, confining it to an urban pick-up and delivery 

situation. The highway trailer, rather than being a road line-haul 

piece of equiplnent, becomes a net weight to the railway and is in 

essence a "container" or lIoversized carton", with wheels, for 

transporting goods. Thus the prime objective should be to reduce, 

to the greatest extent possible, the container or carton weight. 

Excess weight lies in the undercarriage and wheels. Desire to elim-

inate this additional \1heel 't'leight 't'lould seem to ho Id out considerable 

promise for containerization which may vTell stultify grm'1th of 

trailer piggyback. 

In piggyback operations there is a substitution of the 

rail line-haul resources for part of those used in highway line-haul, 

i.e., the tractor, but the arranger.J.ent does prohibit railway contact 

with the shipper. The trucking operation actually becomes the shipper. 

This principle, however, is not a new one to the railways as pool car 

operations have existed for many years. With the institution of 

piggyback, the railways have all to gain when the traffic involved 

is traffic they did not enjoy previously. This traffic would bring 

new revenue to thern. For traffic the railways once had and lost, 

and then had gained back by piggyback service, they would be enjoy-

ing the revenue but the shipper contact would not have been regained. 

On the other hand, with the continued use of piggyback 

over a period of time, and with a reduction in highway tractor equip-

ment, the trucking operation ''lould become very dependent on the raihlaYs. 
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Such fears as this, and the lOBS of public relations, have had and 

will continue to have a deterring effect on the growth of piggyback. 

Union action could inhibit growth also. In Quebec certain Teamster 

Union contracts stipulate that a required number of trailers must 

move by highway each day.2 

pONTAINERIZATION 

Van-Type Containers 

The standard van-type container \'1hich may be carried 

interchangeably by rail, road, air and water vehicles appears to 

have a promising future. General Hotors Corporation takes the vie\'1 

that containers are the most beneficial innovation on the transpor­

tation horizon.3 

v/hile van-type containers can be of considerable bene fit 

to an individual trucking operation, the more standardized the 

container equipment becomes, the greater will be integration between 

the different modes of transport. Probably the major underlying 

factor required for the most beneficial use of container equipment 

is a cooperative type of thinldng \'lhich can lead to standardization. 

In 1966 an agreement was reached in Geneva, within the International 

Standards Organization, requiring standard containers to be twenty, 

thirty or fort y feet in length, by eight feet wide and eight feet 

high. 4 The piercing of the international scene by standardization 

is a broad step forward. 
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'rhe Canadian National Railways, Canadian Pacifie Railway 

Company, Consolidated Truck Lines, Toronto, Northern Transport, Ltd., 

Toronto, L. Wood and Son Transport, Ltd., Montreal, Charles Harris 

and Sons, Ltd., Hamilton, and Dominion Electrohome Industries, Limited, 

lütchener, are sorne of the main users and proponents of containeri­

zation in Canada. A Montreal organization named United Cargo Corp. 

(Canada) Ltd., owns several thousand containers and offers door-to­

door service between Canada and anywhere in the world where containers 

can be handled. Also, there is an organization in the United States 

which is referred to as Integrated Container Service. It provides 

a pool of containers in which there participates at least nineteen 

steamship campanies, sixteen motor carriers, six major railroads, 

one freight forwarder and thirteen carriers in foreign countries. 5 

The United States Government uses thousands of containers for 

shipping delicate rocket and missile components. 6 

Van-type containers, which can be a type of mobile 

warehousing, offer various advantages which result in savings. 

Appendix XXVIII summarizes a study undertaken by Cruladian National 

Railways on its express-freight operations. While it was found dif­

ficult to determine actual profit and service advantages, it was 

established that the utilization of containers in a road-rail operation 

could achieve a considerable improvem~nt in service at a more economical 

level. Economies can be effected in pick-up operations perforrned 

by trucks, in the transfer of goods from pick-up vehicles to line-haul 
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vehicles, in the line-haul movement, in transfer \"lOrk at intermediate 

terminals and in the unloading and delivery of shipments. 

In Canada, as of July 1966, there was a total of 1,000 

twenty-foot containers in service or under construction. The two 

major railways were responsible for a large number of these containers 

but the trucking companies mentioned and private carriers have also 

sho\"m much enthusiasm. 

For example, Appendix XXIX outlines the operations of 

Dominion Electrohome Industries, Limited. Interplant transportation 

costs exceeded $30,000 a year in 1962. By a conversion to container­

type operation in 1963, savings of about $20,000 a year '-lere achieved 

in transport costs. 

Specifie Advantages of Containers 

The specifie advantages offered by containers are varied. 

The main ones appear belOlv. 

Mobility. Fairly recent developments for the transfer of 

t't'lent y-foot containers between road and rail vehicles, enables one 

man to make the operation within two minutes. 7 

Versatility. With special type pOlver units for handling 

containers it is possible to use the container on a vehicle as a 

pick-up and delivery medium during daylight hours in congested city 

traffic and to transfer the container, along \"ûth others, to a line-
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haul highway vehic1e or rail flatcar, to be used as a line-haul 

conveyance during night hours. In addition, wi th various types of 

container bodies availab1e it is possible to change a truck from a 

f1atbed, to a tanker, to a refrigerator unit, or to a van-type truck. 

Such an arrangement can eliminate the necessity of power units which 

are not used continually. 

Interchangeability. Standardization of containers (twenty, 

thirty or fort y feet long) enables interchangeability between the 

four modes of transport, eliminating unloading and loading of freight. 

Flexibility. Containers may be used to suit particular 

traffic patterns. For example, packaged goods may be transported in 

one direction while perishable goods may be transported on the 

return trip. 

Econo~y. Apart from other economies, such as handling, 

the net/tare ratio of containers evidences advantage over high\'lay 

trailers. The IIbogiell or the wheels remain with the trailer, \'lhich 

constitutes 3,000 to 5,000 pounds more weight than that of a con­

tainer. Further, a t'\'lenty-foot semi-trailer costs approximately 

$5,000, while a twenty-foot container costs approximately $3,000. 8 

Originally, and still in some instances, containers were 

transferred between road and rail vehicles by expensive hoists and 

large gantry cranes or even forIt-lift trucks. The cost of such 

devices ($75,000 to $100,000 for cranes and $60,000 for fork-lift 
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trucks) can equal or surpass "circus-type" or end-to-end ramp-type 

piggyback trailer loading costs. However, recently developed 

l~draulic side-loading devices have reduced container transfer costs 

and have effected considerable economies over the ramp-type trailer 

loading. Also, there are sorne railroad flatcars on the New York 

Central System which have been fitted with turntables for transfer­

ring containers from rail to road vehicles and vice versa. 

Further, to transport four twenty-foot or t,,/O fort y-foot 

trailers in rail service requires two flatcars measuring fifty-four 

feet four inches. To transport four twenty-foot van containers in 

rail service requires an eighty-one foot flatcar. By using containers 

in this line-hau! rail operation, as compared l'li th trailers, a reduc­

tion of tl'lenty-six per cent can be effected in overall length of 

flatcars, thirty per cent in capital jnvestment and fort y-four per 

cent in tare weight.9 

In addition, an economy can also be achieved in license 

costs. If a twenty-foot container is used on a highway truck, instead 

of a trailer, a saving of approximately $200 a year in double licensing 

can be effected.10 

The possibility of setting van-type containers on retract­

able or portable legs allows the tract or unit to deposit the 

container for loading or unloadin&or for temporary storage, and 

then to proceed elsel'lhere to l'lOrk with other containers. While trailers 

may also be left for loading or unloading, the cost of supplying 

trailers which have expensive "bogies" is much greater than van-type 
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containers with their relatively inexpensive portable legs. 

Considerable savings can be effected in capital costs. 

For example, .Consolidated Truclt Lines of Toronto, instituted a 

con'liainer program and in the place of ninety-six trucks, the Company 

acquired aeventy-two power units and ninety containers. The capital 

cost for the container equipment waa $330,000. For similar trailer 

equipment the coat would have been $350,000. The licensing cost was 

reduced by two-thirds. ll 

Revenue. Because of their numeroua advantages, containers 

can contribute substantially to the revenues of carriers. For example, 

on the Ne\'l York Central System the average gross revenue of a boxcar 

is just over $400 a month. A Flen-Van container (the name of the 

container system) results in a monthly gross revenue of almost $4,000. 

Further, on the Ne\'1 York Central an average boxcar is empty fort y­

three per cent of its total mile age while a van-type container is 

empty only nine per cent of its mileage. While Flen-Van containers 

comprise les5 than one-half of one per cent of New York Central's 

total equipment, they are contributing fifteen per cent of the 

Company's total revenue.12 

Mileage. The Canadian Pacifie is transporting its contain­

ers an average of 400 miles a day. Its boxcar average approximates 

fort y miles a day.13 
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Loss, Damage! Spoilage and Contamination. Compact load­

ing of containers and reduced handling of freight contents results 

in less loss, damage, spoilage and contamination of goods. Officials 

of the New York Central System have stated that loss and damage with 

containers is at its 10l'1est level in history.14 In 1966 the United 

States Department of Agriculture shipped a container of grapefruit 

from Florida to Switzerland. Spoilage tms one per cent compared 

liith the normal spoilage of fifteen per cent.15 

Shippers t Costa. One, study published by the Nel'[ York 

Central indicates that substantial savings can accrue to shippers 

from the use of containers. Appendix XXX compares the cost of t'\velve 

trailer loads of private carriage from Boston to Chicago, and 

st. Louis, '\dth the use of twelve containers. The cost reduction 

for the shipper '\vas just under $2 ,000 a week, or almost $103,000 a 

year. With this technological change, .11e road-haul is nO\'1 under­

taken by the raillvay, leaving the short hauls to the" road vehicle. 

Containers and Trucking Operations ' 

From certain points of vielv, containers "Till unquestion­

ably en able greater savings for the raillvays than for the trucking 

operations. For example, reduced 1055 and damage is one of the 

features that trucking has offered to shippers in the past. Never­

theless, to a greater or lesser degree, the use of containers in 

truclung operations will evidence the advantages listed. 



-186-

As the use of the standard container is extended there 

will be a closer bond between trucldng companies, the railways, ships 

and aeroplanes. At this point some trucking companies are not 

enthusiastic about van-type containers. Gill Interprovincial Lines 

has standard truC!Œ, each with a four-wheel trailer attached. The 

General Manager claims this latter vehicle is his container. While 

it serves that Company's purpose, as it is in long-distance, extra­

provincial road transport, in actual fact, such trailers are more 

costly than van-type containers. 

Cargo Cages 

A further development in the container field is that of 

the cargo cage. Appendix XXXI briefly outlines information on the 

cargo cage, an innovation about which the Canadian Pacific Railway 

Company officials are optimistic •. It vdll be noted that in tests 

made, cargo cages increased motor carrier efficiency in the United 

states by 200 per cent for handling shipments under 200 pounds, and 

by fifteen per cent for all shipments under 10,000 pounds. 

As will be noted from Appendix XXXI, cargo cages were 

originally designed by the American Trucking Associations, Inc. The 

main purpose of the cage is for "batch handling" of small shipments. 

These cages carry up to three hundred pounds and, according to 

Mr. John M. Akers, Chairman of the American Trucking Associations, 

sixt y-four per cent of ail trucking shipments in the United states 
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weigh less than three hundred pounds.16 Thus, the cages, which have 

various advantages in handling and protecting shipments, would seem 

to hold out considerable opportunity as an aid to trucldng in "batch 

handling • " 

Container and Cargo Cage Traffic 

Primarily the traffic which is carried in containers is 

that of processed and fully manufactured goods. Examination of for­

hire and private intercity motor truck traffic, as shmm in Chapter II, 

would indicate that probably fifty-two per cent of the material 

handled could possibly be transported in containers or in the amaller 

cargo cage. HO\"1ever, there is a large investment in standard truck 

and trailer equipment and there are limitations on the use of contain­

ers in various types of operations. Thisis especially so in those 

situations 't'IThere only one or t't'l'O vehicles are required. Thus, in the 

inunediate future, the real potential of transport by container l'TOuld 

seem to be less than the fifty-two per cent of processed and manu­

factured traffic carried by trucks. The greatest possibility seems 

to lie in the area of larger fleets of common and private carriers 

where containers can be deposited for loading or unloading while the 

pm'ler units are released for handling other containers. 

The railways envisage a bright future for their container 

operations, especially for express and L.C.L. freight or small 

shipments. There is a close integration,of road and rail vehicles. 
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In 1965 Canadian Pacific Express handled 10,000 container loadings. 

According to Mr. D.W. Francis of Canadian Pacific, container load-

ings in Canada increased 200 per cent in 1965. It was estimated 

the y would have increased 300 per cent in 1966 and will increase l~OO 

per cent in 1967.17 At present container growth is greater than any 

other type of transportation tool.18 

Apparently some in Canada hold the opinion that container-

ization is not progressing as quickly as it could. This is especially 

so in relation to imports and exports by containers through port 

facilities. The Department of Transport held a seminar in the early 

summer of 1967, and plans to again hold another one later in the year 

to consider the whole matter. 

The Department of Trade and Commerce is having a study 

made of the possible freight which may be shipped by containers. This 

is especially aimed at ascertaining what port facilities should be 

made available for container operations. 

Long-Terrn Future of Containers 

In 1964 General Motors' futuramic display at the World's .. 
Fair in New York, envisaged an extensive transportation system built 

around computer-controlled, specially-designed containers stored in 

open-bay terminaIs. They will be able to carry raw materials and 
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fini shed goods, including liquids. It will be possible to transfer 

the containers freely from one mode of transport to another. 

Envisaged were electronically-controlled highways, high-speed railway 

trains, vertical take-off planes, all-weather barge ship canals and 

cross-country conveyor belts. Shown ~ms a prototype of a futuristic 

truck, referred to as "The Bison." Planned for the truck was a 

280 horsepower gaG turbine engine, with 720 additional horsepower 

for extra acceleration.19 

Stumnary 

It would seern that there are bright prospects for the use 

of containers, more so in the long-term future. Nevertheless, there 

will be sorne inunediate grm·rth. Dy the utilization of. standard con­

tainers it l'1ould seern there will be a greater integration of the 

different modes of transport and possible economies in transportation 

costs. Even lvhere integration does not take place, containers can 

undoubtedly reduce the costs of trucldng operations. 

CONCLUSIONS 

Both piggyback and containerization would seern to have 

future gro~nh potential. They are, however, primarily both vying 

for the srune traffic. The dra\vback of piggyback as compared wi th 

containerization is the additional or excess weight to be carried 

and the larger investrnent in trailer equipment. One major drat'lback 

of containerization could be standardization but there l'muld no\'l seern 
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to be much more opportuni ty for container grol'.rth than 'rJas evidenced 

in the Carr report. Trucldng operations have a large investment in 

present equipment - both po't'ler uni ts and trailers. This could be a 

deterrent to the grm·.rth of contaillerization, especially in the 

iromediate years ahead. 

For both of these traffic arrangements, processed and 

manufactured goods would seem to be the potential freight. As men­

tioned, this type of traffic comprised fifty-t't'lO per cent of road 

freight but, as l'Jas concluded earlier, the real potential 't'JOuld be 

some't'That belm'J this because of small operations and other similar 

situations. 

The major result of piggyback and containerization 't'JOuld 

seem to be an integration or a fitting together of road and rail 

transport. These technological arrangements allo't'J each mode to operate 

.1'lhere it can best do so. HO't'Jever, piggyback and containerization 

l'lould seem to gain more for rail transport than for road transport, 

although the latter can benefit. 

Referring to Chapter III, on transportation demand, it 

't1ould appear that these tl'JO innovations are, and 1-Till be, effective 

in the high-valued commodity transportation market. With the passage 

of time, rail transport l'Jill probably shO't'J an increased demand for 

s6rvice because of piggyback and containers. Road transpol>t 't,Jill 

probably find these innovations facilitate its operations to a greater 

extent. If over-the-road costs become burdensome, eogo, an excessive 

increase in labour costs, mot or carriers 't,Till probably tend to use 
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piggyback and containers more and more. HOl'J'ever, union agreements 

could have an inhibiting effect. 

The chapter 1'lhich fo11ows dea1s with other techno1ogical 

matters l'lhich are affecting, and will affect, road transport. 
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FOOTNOTES FOR CHAPTER VII 

1 Piggyback service is provided by Pacifie Great Eastern Raihlay 
in British Columbia, and also by sorne other small roads in 
Canada. 

2 For example, the collective agreement of the Teamsters' Union 
id th Smi-t.h Transport, Ltd., in Quebec. 

3 14aritime Truck Transport Revie,,!, .QE. cito, April 19, 1965 JI 
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In 1964 an e)c:tensi ve display ivas arranged by General Motors 
for the vlorld' s Fair in Nei'! York. Containerization "Tas the 
main feature for the handling of freight in the future. 

4 D.W. Francis, "Containerization in Canada from a Canadian 
Pacifie Vie11point,1I Speech to the National Piggyback Association, 
Montreal, July 20, 1966, po 4. 

5 Information obtained from the Director of Fle)d~Van Sales and 
Service, Nei"I York. Central System, Nel:T York, N.Y., July, 1966. 

6 :t-faritime Truck Transport Reviel"l, QE.. cito, April 19, 1965, po 18. 

7 A new type of container, referred to as "Railtainer", built by 
Steadman Industries, Limited, Rexdale, Ontario. 

8 "Integrated Container Systems," Material Handling in Canada 
(Toronto: Maclean-Hunter Publishing Company, Limi ted), May, 1966, 
p. 22. 

9 DoW. Francis, .QE. cit., p. 13. 

10 Ibid. 

il Ibid., po li!-. 

12 "Containerization Trend Going Up and Up," The Financial Post, 
QE. cit., May 28, 1966, p. 17. 

13 Ibid., "Containers are Revolutionizing our Ports," June 10, 1967, 
p. 25. 

14 Ibid., "Containerization Trend Going Up and Up," May 28, 1966, 
p. 17. 
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15 Ibid. 

16 ,John M. Akers, Chairman of the Board, American Trucldng 
Associations, Inc., "Hightvay Transport in 1970, II Speech to the 
NationaJ. ShipperjCarrier Conference, Montreal, February 25, 1965, 
Canadian Transportation (Toronto: ~1aclean-Hunter Publishing 
Company, Limited), April, 1965, po 34. 

17 D.I-J'o Francis, 212. cit., pp. 3 and 4. 

18 Ibid., p. 4. 

19 For a more detailed description see article listed under 
Footnote 3 above. 



CHAPTER VIII 

TECHNOLOGICAL AND OTHER Hfi'ORTANT CHANGES - PART II 

INTRODUCTION 

The further important changes taldng place 't'lhich i"dU 

affect road transport are the acquisition of trucldng companies by 

the major raihlays, integration of air and road transport, bulle 

hauling, road and shed handling equipment advances, improved high­

i"Jays, e1ct.ra-provincial licenses, computer use and trainingo These 

matters 't·dU be commented upon in the order shOi"Jn 0 

RAIL1'IAY ACQUISITION OF TRUCIaNG CO!-fi'AIiJIES 

Introduction 

In the 1946-1948 period, the Canadian Pacifie Raihm.y 

Company recognized the need to acquire truck lines if it 't1as going 

to be able to compete fully l.·dth highl'lay trucldng competitors. A 

diversification of raihJay services l'laS necessary if the raihJay "\."Jas 

to survive as a viable entity. Otherl.oJÎse it "las felt that at best 

the raibrays l.·lould become the IIhel.·lers of l'Tood and drmlers of l'Taterll 

in the transportation complex, ioeo, they'uould be transporting only 

the lovl-valued, bulle commodities on 't'Ihich the rates 't'lere minimumo 

This uas the trend for raihlay operations prior to the e)ct.ension of 

competitive pricing and re-aliEPment of operational procedureso 
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Various organizations and bodies appearing before the 

Turgeon and MacPherson Royal Commissions suggested that raibray 

o1:mership of trucldng companies should be restricted to lines which 

were complementary or supplementary to railt'ray services. l Apparently 

their position Ï"Tas that the use of trucks should be restricted to 

carrying goods 1'Ihich have been or 't'lould be moved by rail. In the 

intervening period bet1.'leen the two Royal Commissions referred to ab ove , 

the railt'lays acquired a number of trucldng companies. 

The major reason for opposition to railuay mvnership of 

truck lines was that competition vlOuld eventually be stifled because 

road operations Ï"lould be m-med to a considerable extent by the 

railways. Neither of the Royal Commissions sa't'" fit to reconunend 

that there be a restriction placed on raiblay acquisition of trucldng 

companies. The Turgeon Commissi~n felt that if competition 1.'fsre 

stifled it could be dealt 1.dth when the occasion arose. The MacPherson 

Commission stated in part: " ••• the experience of other countries 1.dth 

such restrictions does not encourage us to reconunend it in Canadaofto"2 

Presumably this reference 't'las made to Britain and the United States, 

i'lhere restrictions 1:1ere in effect. It did reconunend that there be 

separate accounting records maintained for the rail~lays' rail opera­

tions and their highvlaY operations so that proper costing could be 

.pursued) 

In 1963 the Canadian Trucldng Associations advanced five 

comments4 to the Cabinet Conunittee on Transportation concerning the 
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MacPherson Royal Commission's findings. The tenor of the remarks 

made was that the Royal Commission had under-estimated the situation 

and that there 't'laS a greater threat to the trucldng industry than 

't'muld seem to be envisaged by the Royal Commission. Again in 1965 

the Trucldng Associations made strong representation to the Standing 

Committee on Railt-J'ays, Canals and Telegraphs on the subject of truck 

line acquisition by the rail't'lays. 5 The contention 't'las that 

Government policy had not been enunciated on the subject. Again in 

November 1966, during hearings of the Standing Committee on Bill C-23l, 

the Trucldng Associations brought up the subject of rail't-ray acquisi­

tion of trucking lines. 

The Goverrunent included a section in the National 

Transportation Act 't'lhich requires that any transportation undertaldng, 

to 't'lhich the jurisdiction of Parliament applies, must notify the 

Canadian Transport Commission of its intent to acquire, directly or 

indirectly, an interest in any other transport operation, by purchase, 

lease, merger, consolidation or by any other method. The Commission 

must give public notice of such intent andinform the Director of 

Investigation and Research under the Combines Investigation Act. If 

there is objection by outside parties, the Commission must hold an 

investigation and may disallm-r any su ch acquisition which 11Till be 

unduly restrictive of competition or l'Till be prejudicial to the 

public interest. 6 
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Raihmy Trucldng ACquisitions 

As mentioned, in the late 1940's the Canadian Pacific 

made a number of acquisitions and m-med truck lines througholJ:t. the 

four 'Vlestem Provinces. Later the Canadian Pacific :t-lerchandise 

Services l:Ja.S established in British Columbia, ,'1ith eJct.ensions there­

after, to integrate express, freight and truck transportation. The 

trur.:king subsidiary of Ca..uadian Pacific in Hestern Canada is Canadian 

Pacific Transport, Limited. The main principle of the integration 

,'ras to use truck transportation to supplement rail transportation or 

to be substituted therefor. The objective ,'ras to use the most effi­

cient method. 

In 1957 Canadian Pacific eÀ.~ended its trucldng operations 

from coast to coast uith the acquisit.ion of Smith Transport, Limited, 

in, Eastern Canada. In 1965 Canad.ian Pacific acquired Fred C. Loucles 

Trucldng Company, operating in the interior of British Columbia, 

Alberta and the Yukon Territory. 

In the 1950 1s, especially during the latter years, the 

Canadian National began to acquire truck lines across Canada. It nO'1:1 

operates trucking lines from coast to coast.7 A more recent purchase 

'1:IaS Chapman Freight Lines, Ltd., in Southern British Columbia, in 

the Fall of 1966. This Company is based in Kehn'ma and protides 

transportation in the Olcanagan Valley and to the Pacific Coast. S 

'ro date the raihmys have purchased at least t'Henty-fi ve 

truck ~i.nes, some of i"lhich have been absorbed into Canadian Pacific 



-19$-

Transport, Limited, 't'lhile others ha.'t!G been absorbed into Canadian 

Na.tional Transportation, Limited.9 Still other companies have 

retained their 01."ID identity 0 

Rail1:%V Trucldng Data 

While it is difficult to obtain information on railua,y 

trucking companies, it 't-las possible to glean some for the year 1963. 

Unfortunately it cannot be obtained for later yearso Further, 

because of the confidential requirements, it is not possible to 

divulge the information in too detailed a manner. Table IV be101'T 

sho1.'1s the magnitude of railuay trucldng for 1963 as compared ,-1ith 

the total for-hire common and contract carriers included in the 

report of the Dominion Bureau of Statistics. 
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TABLE IV 

DATA RELATING TO CLASS l, II, III AND IV FOR-HIRE 
TRUCIUNG COUPANIES AND ELEVEN RAIU'JAY 

TfLUCIITNG CŒ-WANIES, CANADA, 1963 

Tot.al Reported Raihray Trucldng 
Canada Companies 

Number of Firms 4,764 li 

Total Assets - Mïliions $319.2 $45 .. 2 

Total Operating 
Revenues - 14illions $524.4 $6101 

Total Operating 
Expenses - Mï11ions $490.3 $60.2 

Net Operating 
Revenues - Mïllions $34.1 $0.9 

Operating Ratio 93.5 98.5 

Equipment: 
0 

Tractors 13,559 1,556 
Trucks . 15,365 2B,924 687 2,243 

Trailers 
Serni 19,750 3,57B 
Full 2,240 21,990 - 3,57B -

NOTE: See Footnote 10 for detailed information. 

Per Cent 
of Total 

0.23 

14.1 

11.6 

]203 

2.6 

7.S 

16.3 

SOURCE: D.B.S., Transportation and Public Utiliti8s Division; 
D.B.S., Motor Carriers - Freight, Part l and Part II, 1963. 

The above table reveals that 1.1hile raihmy trucldng compan-

ies comprise about one-quarter of one per cent of the total compa...'1ies 

reporting, they accounted for 14.1 per cent of total assets and 11.6 
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per cent of operating revenues. This indicates that the rai111ay 

trucldng operat·iol'ls are relatively large entities. For that matter 

the t't'lO large Canadian Pacifie trucldng companies are amongst the 

largest in Canada. Smith Transport, Limited, eams substantially 

more revenue than any other' single Canadian trucldng company and 

Canadian Pacifie Transport is probably equalled by only one or t'l:lO 

other trucking firms, one of 't'lhich 't1ould be Maislin Brothers Transport, 

L td., in Eastern Canada. 

Examination of equipment data reveals that rail1.1ay truck-

ing companies accounted for only 70B per cent of the total trucks and 

tractors but O't·med 1603 per cent of the total trai1ers. This difference 

in proportions could indicate an extensive use of piggyback, 'l:lhich 

reduces the number of pO't1er units required but necessitates a 1arger 

number of trailers. 

Reference to the operating ratios reveals that the rai1't'ray 

trucldng figure 't'las much higher than that shmm for al! companies 

reportingo Various factors could be involved. For eJaunp1e, sorne of 

the matters to be considered are, the type of commodity handled, the 

product miJe, the utilization of equipment, financing, the particular 

area in which the operation i~ located, the competition involved,and 

the utiliZiation of piggyback. 'l'his subject 't·Till be examined more 

fully in the next chapter. 

The Garr report c1aimed that in many instances piggyback 

't'las more expensive than over-the-road trucldng. This may be a factor. 
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HOl.·rever, in earlier years, the Canadian Pacifie apparently signed an 

agreed charge according Canadian Pacifie Transport, Ltd., a very Im'1 

rate for trailer shipments. l1 In this particular case probably 

piggyback charges 't'muld be lower than over-the-road trucldng costs 

and t,hus i t "t'muld reduce the operating ratio. 

There is one further interesting observation "t·rhich concerns 

net operating revenue per ton carried. While annual tonnage "t'ras not 

available for ail rail"t-my trucldng lines, it "t'TaS for most. In Table V 

belol'1 the available averages for 1963 are shmm in decending order.12 

TABLE V 

NET OPERATING REVENUE PER TON AND TOTAL NET ASSETS FOR TEN 
RAIU~AY-mJNED TRUCKING CmWANIES, CANADA, 1963 

Net Operating Total 
Truck Line Revenue Per Ton Net Assets 

No. 1 $ 2.54 $ 149,221 
No. 2 2.46 1,078,566 
No. 3 1.16 3,650,285 
No. 4 0.96 1,901,225 
No. 5 0.92 867,370 
No. 6 0.76 2,983,4·33 
No. 7 0.45 769,275 
No. 8 0.39 8,071,428 
No. 9 - 0.49 596,716 
No. 10 - 0.68 24,864,098 

SOURCE: DoB.S., Transportat.ion and Public Utilities Division. 

The "ride divergence in net operating revenue per ton l'muld 

suggest that there are considerable differences in their situations. 



-202-

It suggests variations in the operating efficiency of rail'Trlay-mmed 

trucking companies. A standardization of operations 't'lould seem to 

be required. This could result in more favourable operating revenues. 

It is further observed that 't"Iithin this heterogenous group of trucking 

companies there emerges no distinct pattern as concerning net revenue 

per ton and total assets. 

The Effect of Railuay ACquisitions on the Trucldng Indllstry 

It cannot be denied that the raihlay5 are impressed ,'lith 

the value of high\'ray vehicles for freight movement, especially 'l:lhere 

trains lack the service advantage. The major effect of raihray 

acquisition of trucldng companies is to lari t more closely rail and 

road transport. As a result, the raihlays have some control over one 

of their major competitors - road transport. There is probably no 

appreciable change in road transport tonnage. 

To 't'lhat exl:,ent a monopoly situation eJdsts, is difficult 

to determine. For their number, the raihlay trucldng companies form 

a significant part of the total mot or carrier industry. It lrlould 

seem that the Government has been prudent to include in the National 

Transportation Act the provision mentioned earlier relating to acqui­

sition of transport companies.l.3 Careful consideration can nm'J be 

given to any proposed acquisitions. 

\'lith a gradual \'lhittling mray of competitive forces it 

could be that the independent trucking industry \'lould arrive at a 
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position 't'lhere it 't'las not able to protide tigorous competition. 

With surficient purchase of truck lines, the raib'lays could be in 

the monopoly position they held before the trucking industry became 

a strong competitor. Orie point \'lhich should not be overlooked, 

hO'Vlever, is that each trucldng enti ty, whether i t be rail't'lay-owned 

or independent, is responsible for a profitable operation, which 

in turn protides competition. 

INTEGRATION OF AIR AND ROAD TRANSPORT 

Air Traffic Gro't'lth 

With each passing year movement of freight by air increases, 

although in Canada the ton miles perfor.med by aeroplane are still 

relatively small in number. Yet in Appendix IV, sheet two, it is 

observed that air freight net ton miles increased from 8.0 million 

in 1950 to 75.0 million by 1965. Business firms are increasingly 

using air transport for rapid delivery of inventory material where 

formerly SI01'ler methods of transport 't'lere used. This necessitated 

the stockpiling of material in warehouses. ~'Jith the elimination of 

a large portion of ,,"mrehousing costs, satings can be achieved. In 

many instances the se are greater than air freight costs. Anthony Riclcards, 

in a study of air freight potential in the United States, indicates 

there is a very large grm·lth possibili ty for air freight. One instance 

cited by him is the use of air transport by the Renault Automobile 

Company. It moves automobile parts from France to the United States 
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on short sCheduling, eliminating large, costly warehouses.14 In 

Canada, among other items, automobile parts are flown from Ontario 

centres, su ch as Oshawa, to Vancouver. 

The Role of Road Tr~nsport 

The potential for air freight traffic would seem to lie 

in the long-distance, high-valued manufactured goods nm'l carried by 

rail and by road. Especiallyvulnerable is L.C.L., express and LoT.L. 

traffic 0 While the large extra-provincial truck lines "Jill not be 

enthusiastic about the prospects of air freight expansion, as undoubt­

edly traffic ltJill be lost to air transport, there "muld seem to be 

a place for coordination of air transport in the long-haul field and 

road transport in the short-haul field. An excellent opportunity 

erists for short-hau! trucking operators to form an alliance ltdth 

air operators for moving traffic to and fromairports to short-haul 

destinations.15 

Until recent years, valuable and/or urgently required 

materials, su ch as drugs, jewellery, perishable products, items too 

large or too awkward to be taken as personal baggage on aeroplanes, 

and freight to be transported to remote locations ",ere the main items 

carried by air freight. As air rates have been reduced, gradually 

the aeroplane is replacing the ''larehouse and enlarging the scope of 

air operations. For eJŒUnple, a Montreal garment manufacturing firm 

may desire to ship to a retail outlet in Chillülack, British Columbia. 

In a few hours the shipment can be transported by aeroplane from 
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~lontreal to Vancouver. It may then be transported by a short-haul 

trucldng operator from Vancouver to Chilli1"1ack in approximately t't'TO 

hours 0 The retail merchant can thus guage his purchases and schedule 

his buying to seasonal demande It enables the merchant to limit the 

amount he is required to invest in inventory. This is one essential 

factor in successful financing. 

The motor carrier has thus become an important linle in a 

relatively nei"; method of product distribution, 't"Ihich will unquestion­

ably gr0l1 in volume 't-Jith the advancement of the jet-age. 

Various possibilities exist for the motor carrier. Joint 

rate arrangements with airlines provides considerable opportunity, 

as does the use of standard containers, cargo cages and pallets for 

shipment use. For eJaunple, specially-designed containers are used 

for household goods in national and international service. 

Probably the greatest increase in air traffic involves 

the common everyday items su.ch as shoes, 't"learing apparel, traqtor 

and machinery parts, foodstuffs and similar items .16 While in the 

long-haul field trucks 't-Jill lose traffic due to expanded air cargo 

service, the truck operating in the short-haul field stands to gain 

tonnage if such operators take proper steps to seize the opportunity. 

BULle HAULING 

Extent of Bulle Hauling 

Motor carriers have been able to pierce the bulle-hauling 
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market in a very eriensi ve 1:vay 0 While bulk hauling is an old method 

of transport, the out standing feature today is the diversification 

of the products which are handledo In the United states, over 700 

types of liquid and dry bulle commodities are being shipped by truck, 

while in Eastern Canada at least 300 types of these products are 

shipped in this mannero l7 The amount of bulk hauling in Western 

Canada is not comparable to that in the East, but there appears to 

be considerable enthusiasrn for this type of transport and excellent 

prospects for its grO't'lth. 

Bulle carriers are transporting a 'tdde variety of fuels, 

minerals, chemicals, foodstuffs, plastics, liquified gases, pO't'mers, 

pulverants and granulars. 

Technology of Bulle Hauling 

The corrosive nature of sorne chemicals and the need for 

minimum contamination of chemicals and food products, have spurred 

technical development in tank truck construction, linings in tanks, 

discharge methods, tank cleaning procedures and temperature control. 

A wide variety of vehicles are used for carrying both dry 

and liquid products. One of the main objectives in the construction 

of these vehicles has been versatility, i.e., carrying a full load 

in both directions. H.M. Trimble and Sons, Limited, \'lhich operates 

in Alberta and British Columbia, is a pioneer amongst bulk carriers 

in Western Canada. Trlinble uses various types of vehicles for bulle 
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transport in order to have a full load on the return trip, t'-IO-1'Jay 

utilization being an important factor. One type of aluminum, flat­

top, tank semi-trailer used, allmls the carrying of a liquid in the 

5,BOO gallon flat-top taruc in one direction and the loading of dry 

materials such as pl~vood and lumber on the top of the tanker for 

the return trip. The dry lleight capacity is 44,000 pounds. lB Another 

Trimble dual-haul arrangement is the transportation of copper con­

centrates from Alberta to the Pacific Coast for Bethlehem Copper 

Corporation. The return trip involves petroleum products for Imperial 

Oil, Limited. l9 Because of technological arrangements it is possible 

to clean the trailer tanlcs very quickly. 

Future of Bull{ Hauling 

Bulle-haul operations provide various advantages in the 

handling of materials. The major ones are the moving of products 

from origin to destination ,·Iithout containers, "Iithout loss and lIith­

out contamination. This results in decreased handling costs. The 

executives in the field state, hmlever, that raih·ray operations in 

bulk hauling provide a very competitive market, especially'-Iith the 

use of competitive rates and the existing railvray economic advantage. 

Nevertheless, they state that motor carrier bulle-haul operations are 

expanding. Even the raihrays themselves recognize the value of 

trucks for bulk hauling. The Canadian Pacifie purehased large cement­

hauling trucks to transport cement for the pmler project ,-!Orle presently 
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unde~~ay in Southern British Columbia. 

Technological changes in the handling of cornrnodities ,,'lill 

aid the industry to grow. While data is not available, it appears 

that both liquid and dry bulk commodities transported by truck have 

a bright future as ne't'T products are being continually added. While 

manufacturing and market limitations may be curtailing factors in 

Canada, the 't'lide range of products carried in the United states by 

bulle carriers would indicate the broad field for expansion of Canadian 

motor carrier bulk operations. With the use of bulk equipment, the 

avenues are opened for truck transport to compete more effectively 

l'Jith the raihTays in a traffic are a l'lhich traditionally has been con-

sidered a railway stronghold. Included would be such commodities as 

animal products, i.e., oils and fats, products of mines and some 

forest products. 

Referring back to Chapter III, i t 't~ould seem that bulk-

hauling facilities 't'lill enable road transport to extend its operations 

further into the intermediate- and long-hau! markets of sorne higher-

valued goods and probably eJCtend further into the inter.mediate-haul 

market for some lower-valued goods. 

POWER EQUIPMENT 

Diesel Use 

While traditionally the gasoline motor has been the power 

unit used in trucks, the diesel motor has become more l'lidely used in 
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recent years. There presently exists varying opinions on the value 

of gasoline and diesel engines in lighter-weight trucks (belO1.'l 26,000 

pOUllds gross vehicle weight) and used in shorter-mileage trips 

(apprmdmately less than 30,000 miles a year). The diesel engine 

has been used for sorne time in large transport trucks. No one 

disputes that there are economies to be achieved by the use of 

diesel, especially '\'lhere there are heavy weights and long distances 

involved. 'VJith the passage of time, diesel engines are, hO't'lever, 

being used to a greater extent in the medium-to-small size trucks. 

Sorne proponents of the diesel engine claim that the gas­

oline engine is obsolete while others in the automotive field 

(representatives of the General Motors Corporation, for example) 

state that a gasoline-pOl'lered engine is most economical up to a 

certain mile age (see Appendix XXXII). 

According to the proponents of the diesel engine, the 

first possible saving is that of fuel as more energy is obtained per 

gallon. Second, the diesel motor has a longer life than the gasoline 

motor. Third, there are reduced maintenance costs '\'lith the diesel 

as there is no spark ignition system and there is direct injection 

of fuel into the cylinders. It is estimated that eighty per cent of 

the troubles of a light gasoline truck stem from the complicated 

carburetion and ignition.20 

Appendix XXXII outlines a partial cost comparison of a 

gasoline and a diesel truck. It is based on the first year of opera­

tion only. 11aintenance is not ShO'\'ffi but this '\'lOuld probably be 
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limited in the first year. 

It is noted from the comparison that for a mile age of 

50,000, the gasoline truck evidences an advantage of 0.57 cents a 

mile, or, say, $2$5 annually. For a mile age of 100,000 a year, the 

comparison indicates an advantage of 1.30 cents a mile, or $1,300 a 

year for the diesel. As pointed out, the longer life of the diesel 

motor and the reduced maintenance costs l'lOuld not be too evident in 

the first year. Therefore, i t would seem that the diesel could shm'[ 

considerable additional savings over its total span of life even if 

a truck travels only 50,000 miles a year. 

Examples of Diesel Use in Smaller Trucks 

There are instances in the United States where fIe et-type 

operations, using smaller trucks, have sl'litched from gasoline engin.es 

to diesel engines, l'lith attendant benefits. The Roberts Dairy of 

Omaha, Nebraska, whose three-cylinder Divco diesel trucks operate 

approximately 25,000 miles a year, have about 160 to 170 engine 

starts each day. 21 After tvlO years, i t has been found that the 

diesels are saving approximately $670 a year per unit l'Jhen compared 

with their similar gasoline units. In addition, the diesels are 

more dependable for starting.22 

In May 1961, Smithfield Pacldng Company of Smithfield, 

Virginia, installed a diesel engine in a 25,000 pound gross vehicle 

weight truck. Annual fuel savings are totalling $1,500 to $1,600 a 
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year. After 220,000 miles the engine ",ras overhauled at the 10\1 

cost of ~525 and at the beginning of 1965, the engine had performed 

for a grand total of 260,000 miles. 23 

Meadol'" Petroleum, Inc., of Rockl.'1ay, Ne't'1 Jersey, converted 

eight ail delivery trucks from gasolin3 to diesel motors. By 1966 

the m·mers of the Company stated that the diesels '\-1ere exceeding 

their expectations. They were more economical to operate and to 

maintain, and 't'J'ere able to carry heavier loads than expected·. It 

"J'as also stated that the diesel engines are more reliable than gas­

oline engines, especially on damp, cold days when gasoline trucks 

tend ta have ignition trouble. 24 

Diesel Units in Canada 

Appendix X.KX.1II, sheet one, indicates that in 1964 only 

103 per cent of the 1,033,000 trucks surveyed in Canada 't'J'ere dieselso 

For-hire trucks comprised 008 per cent of the total trucks 0 "t'Jhile 

the distribution of diesel trucks by l.leight is not aVailable, the 

distribution of diesel fuel used by "J'eight of truck is. Sheet one 

of this same Append:i.Jc also ShOl'lS that of the total 129.2 million 

gallons of diesel fuel conswned, 98.6 per cent "TaS used by trucks 

l'Jith a gross vehicle l:leight of 30,001 pounds or more. Thus only 

1.4 per cent '\-Jas used by trucks of 30,000 puunds or less. 

Overall use of diesel trucks has increased since 1957. 

While the total number of diesel trucks for 1957 is not available, 
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information on diesel fuel is. Appendix XXXIII, sheet t't'IO" ShOl'lS 

that of the total 603.0 million gallons of motor fuel used in Canada 

during 1957, 37.0 million or 601 per cent was diesel fuel. In 1964 

a total of ef7904 million gallons of fuel was used, of "lhich diesel 

fuel comprised 129.2 million gallons, or 14.7 per cent. This was an 

increase of 8.6 percentage points in the total proportion. The 

absolute increase in diesel fuel used indicated an almost 250 per 

cent increase from 1957 to 1964. 

In summary, the use of diesel trucks is increasing but 

there " .. muld appear to be a considerable opportunity for expansion of 

the use of diesel engines in Canada for both small and large trucks, 

with accompanying economies in operation. While the initial capital 

outlay may be greater than for gasoline motors, the diesel 't'muld seem 

to be one avenue whereby trucldng operators can combat increasing 

costs, especially with more advanced types of diesel engineS0 25 

Gas Turbine Trucks 

The development of gas turbine engines may supersede the 

diesel engine in the larger truck. The Ford Motor Company recently 

tested an experimental gas turbine truck which travelled across the 

United states. The 600 horsepm'ler gas turbine engine is capable of 

pulling loads up to the legal limit - up to 130,000 potUlds in some 

states on turnpilces and toll roads - at a legal seventy miles per 

hour. (On most normal high~'fays the range approximates 70,000 to 
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80,000 pounds, similar to Canadian roads). 

The experimental Ford truck has aerodynamic design, 

w'hich the Company claims enables a thirty-seven per cent efficiency 

increase over traditional design and which results in important 

fuel savings. The truck can carry sufficient fuel for 600 miles or 

more and included in the cab are kitchen, lava.tory, writing, tele­

vision and eating facilities. In addition, the cab is air-conditioned 

and the co-driver's seat can be put into a reclining or horizontal 

position for resting. 

The turbine engine is similar to a jet engine in an 

aeroplane but with adaptations to transfer the power to the wheels 

of the truck. It is only one-third of the l'leight of comparable 

diesel engines. The major advantages claimed by the Ford Motor 

Company are the excellent torque characteristics, l'lhich enable lighter 

transmissions, no liquid cooling system, no contamination or consump­

tion of lubricating oil, longer life betlileen major overhauls, a Iml 

level of noise and vibration, clean, odorless exhaust, ability to 

bum a wide range of fuels, excellent starting in cold vleather and 

quick engine replacement. 26 One of the problems in the past has 

been the necessity to obtain a type of metal for t~e motor which 

can stand the intense heat that is generated. 

Chevrolet Division of General Motors Corporation, has a 

similar truck under test. It is expected that its normal service 

life vdll be 350,000 miles and will probably be in production by 

about 1970.27 
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While large-scale production of gas turbine trucks may 

possibly be t\'TO or three years away (depending on the particular 

company), when these trucks are available they will undoubtedly have 

an impact on the sales of large diesel trucks. One dra\'Tback to full 

utilization would be a rigid application of a forty-hour, five-day 

1'Tork week (as dealt with in Chapter VI). This type of regulation 

could be a considerable deterrent to the acquisition of such equip­

ment by trucldng operations 0 

OTHER r-mTTERS 

Roads 

The improvement of high1'lays will aid the expansion of 

trucldng and enable cost reduction as longer and heavier loads are 

allorled. At present 74,000 pounds is the maximum gross vehicle 

l,'Teight allm'led in most provinces, "lhile British Columbia aUm'lB 

76,000 pounds on certain designated roads. The overall length of 

combination units is confined to sixt y feet in most cases,but one 

or t'\,lO provinces allow greater lengths. 28 In certain Canadian pro­

vinces and on certain high'\'lays in the United States, trailer trains 

of three vehicles may be operated in a combination. On certain 

United states turnpike and toll roads overall lengths can range from 

ninety-eight to 108 feet. vJith improved highways, "thrUltlays", and 

cross-country road facilities, Canadian authorities '\v.ill probably 

extend the length and weight lDnits on the more advanced roads. This 
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shouJ..d aid trucldng operators considerably. 

Road construction and maintenance is costing aU levels of 

Canadian government large Sl..UllS of moneyo Total road eJCpenditures "Iere 

estimated at over $140 0 billion from 1949 to 1965. (Seo Appendu~ XI). 

Reciprocity 

Until l"ecent yeal"S e:lct.ra-pl"ovincial trucldng operators 'uere 

required to buya license for each province through "Thich their trucks 

travelled. As reciprocity agreements have been signed bet1.'leen the 

various provinces, and are still under n3gotiation in some instances, 

eog., Quebec uith other provinces, licensing costs have and are being 

reduced. Val'ious arrangements e:ldst. For example, bet'l:leen Alberta 

and Ontario private operations have full free reciprocity, and for-hire 

operations pay $10 a gross ton, except for those vehicles "Iith a gross 

'l:Ieight of 6,000 pounds or Iess, or those transporting natural products 

of the farm, forest, sea, Iruce or river, or those transporting art 

objects or household goods. A number of provinces assess the for-hire 

carriers $10 a gross ton. 

Computers 

Another cha."lge 1:1hich is trudng place in the trucldng 

industry is the greater use of computers. Computer manufacturing 

companies have been constructing lna.chines suitable for trucldng opera­

tions. Sorne of the more progressive intercity for-hire carriers are 

nOl:1 using computers to considerable advantage for accounting, billing 

and luanagement control purposes. 
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Shed-Handling Eguipment 

Advances have been made in shed-handling equipment. 

Fork-lift trucks in conjunction l .. Ji th palletized loading are aiding 

motor carriers in shed-handling procedures. The use of conveyor 

belts have also been advantageously introduced in some larger 

operations. 

Training and Education 

The trucldng industry has become much more aware of one 

other important area. This concerns management and employee train-

ing. Management has begun to realize that survival in a competitive 

industry requires more extensive training procedures than that of 

driver and safety programming. l'Jot that these two subjects can be 

overlooked. Hm'lever, training and education of the industry' s 

employees has been neglected, ~Jith important consequences. The need 

for training of all types of employees, from dock ~JOrkers to manage-

ment, has been recognized by more forward-looking executives who 

are planning for massive training programmes. 29 The follovling comment 
, 

\'laS made by Mr. Marsh Davis, President, Inter-City" Truck Lines, Ltdo, 

Ontario: 

••• 'l'rucldng executives n01.1 recognize the necessity of 
a training program for all our personnel ••• 30 

Because of the atomistic nature of the industry and fairly 

easy entry in t.he past, the need for training did not seem to be 
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realized heretofore. With increased competition and large staff 

turnover, the need for advanced methods of business operat.ion is a 

necessity. A better understanding is required of marketing, per­

sonnel, freight handling, planning and financial techniques, as 

\1ell as an understanding of the principles and forces at vlOrk in 

the industry. In addition to the action being taken on the part of 

some trucking companies, organizations such as the Canadian Institute 

of Traffic and Transportation and Canadian Industrial Traffic League 

are aiding as much as possible by sponsoring training courses in 

traffic management so that better trained candidates will be avail­

able. 

The tremendous need for more and more planning on the 

part of managers is becoming much more evident '\'ùth technological 

advances. Increased technology requires heavy expenditures, a 

greater dependence of one company department on another, one company 

on another, one area on another. The interrelationships of business 

have become complex, '\'ùth transportation and distribution factors 

being deeply involved and extremely important in the overall picture. 

Further, management today must spend less time at the 

detailed operation, vùth more attention being paid to business, 

government and comnunity relationships. The small operator of former 

days nOVl finds himself unable to handle a host of di verse problems, 

which is probably one of the main factors encouraging the sale of 

smaller operations to larger ones, or at least the merger of the 
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smaller entities, a subject referred to in the neJd chapter. 

The larger entities are generally more able to train or 

hire specialists, who are familiar with not only accounting but 

mathematics, economics, social and psychological problems, engin­

eering and even cybernetics, ioe o , the comparative study of the 

control system forrr~d by the nervous system and brain, and mechanical­

electrical communication systems su ch as computers. 

The need for broad education and management training is 

apparent to some of the more progressive trucldng operations, a 

factor l1hich ,dll enable them to compete more effecti vely 0 

CONCLUSIOl\TS 

The main purpose of Chapters VII and VIII is to indicate 

important changes taldng place in respect of trucldng. Sorne changes 

11ill alter service demand patterns, others ldll decrease costs or 

enable a more efficient operation, which should in turn decrease 

costs. 

One may conclude that the profile of the industry \dll 

be changed in the nerl fe"\'1 years 0 To sorne clegree trucldng has been 

and ,dll become more integrated l'Jith other modes of transport by 

piggyback, fishyback, containerization, raihmy acquisition of truck 

lines, and cooperation betl'leen air transport and road transport on 

higher-valued merchandise. This blending of modes of transport gen­

erally has the value of using each mode in its most advantageous role. 
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If there ts advantage to be gained by blending, then care must be 

exercised that monopoly situations do not exist to the detriment of 

the nation. Competition between the two methods of operation, i.e., 

a blending, or on the other hand, independent operation of each 

mode, should sort out the most efficient procedure. In this 1:1hole 

area, the best role for governmental regulation would seem to be to 

endeavour to have the element of competition available in a forro 

sufficiently potent to curt ail monopoly positions. If this cannot 

be achieved then direct monopoly regulation \'lould appear to be a 

necessity. 

For the good of the nation, i t vlould seem that i t is 

vitally necessary for the trucldng industry to be competitively 

strong. The factors mentioned in this chapter, such as improved 

bulk-hauling equipment, better povler and trailer equipment, improved 

roads, e)~ended reciprocity, improved shed equipment, better manage­

ment techniques, and more training and education for members of the 

trucldng industry, 'l'Jill aIl aid to reduce costs or result in a more 

efficient operation. This should aid the industry to compete more 

vigorously. 

The chapter ,'rhich follovlS examines the financial situa­

tion of for-hire carriers. 
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FOOTNOTES FOR CtffiPTER VIII 

l Report of the Royal Commission on Transportation, February 9, 
1951 (Turgeon Royal Commission), QEo cit o, p. 153; 

and 

Report of the Royal Commission on Transportation, 1961 
(MacPherson Royal Commission), QE. cit., Volume II, p. 82. 

2 Ibid., MacPherson Royal Commission, Volume II, po 82. 

3 Ibid. 

4 The Canadian Trucldng Associations, Inc., commented as follO't'fS: 

a) It felt the Commission had underestimated the importance 
of the size of certain trucking operations and overestimated 
ease of entry into the trucking field. Thus i t l'TaS con­
sidered that one of the "natural" anti-monopoly safeguards 
l'iaS vleaker than the Commission thought. 

b) It 't'las stated that the Commission had relied on "pri vate" 
trucldng as an alternative. The Association felt that 
"private" trucldng was actually open only to large 
shippers. 

c) The Association said the Commission had concluded the 
implications of raihJ'ay entry into the trucking industry 
on a massive scale vias difficult and complex to assess. 
The Commission believed the trucldng industry should be 
able to alert the public and Federal authorities in the 
case of restraint of trade. The trucking industry felt 
that this would be a more difficult task than anticipated. 

d) The Commission had referred to the possibility of legis­
lative or regulatory restraint. Because an institution 
'lITaS not eY.isting for this purpose there was no possibility 
for such restraint. (\vri ter' s note: The ne'tvly proposed 
Canadian Transport Corrurrission could fulfil this requirement). 

e) \'Jhile the Commission had referred to the experience of 
other countries, the Association felt no systematic study 
existed and, thus, no reasons were given vihy the other 
countries had taken the position they had. 

Submission to the Cabinet Committee on Transportation, Canadian 
Trucldng Associations, Inc., l<'ebruary, 1963, QE. cit., pp. 502-5.30 
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Submission to the Government of Canada on National Transportation 
Policy, Canadian Trucking Associations, Inco, January, 1965, 
.QEo cito, p. 25. 

6 The National Transportation Act, QE.. cito, p. 13. 

7 The trucking operations listed in the 1965 Annual Report of the 
Canadian National Rail't-mys 't'lere: 

Canadian National Transportation, Limitedo 
(This Company inc1udes trucldng operations 
in various parts of Canada). 

Eastern Transport, Limited. 
Empire Freight'lllays, Limi tedo 
East-West Transport, Ltdo 
Hoar Transport Company, Limi ted. 
Husband Transport, Limitedo 
Midland Superior Express, Limi ted. 
Scobie's Transport, Limitedo 
The Toronto-Peterborough Transport Company, Limited. 

The Chapman Freight Li11es, Ltdo, 'lilaS acquired in 1966. It is 
understood that this Company is to be incorporated into Canadian 
National Transportation, Limited. 

8 "CoNo Buys B.C. Truck Line," The Financial Post, QE.. cit., 
October 29, 1966, po 270 

9 According to The Financial Post, by 1964 the raih'lays had acquired 
t"lenty-t't'10 lines. (See issue of November 21, 1964, po 15). 
Since then they have purchased at 1east three 1ines - East-West, 
Loucks, and Chapman. Over the years a number have been included 
in Canadian Pacifie Transport, Limited, and Canadian National 
Transportation, Limited, aecounting for only eleven companies 
being shol'1l1 in Table IV. 

10 a) As mentioned in Footnote 9, at 1east three eompanies have been 
acquired by the raihTays subsequent to the data sho't'1l1 in the 
table. From what can be ascertained, total revenues lilOuld not 
appear to be substantial 't'Then compared ,"Jith aggregate revenues 
of 1963. 

b) While there are possibly 13,000 for-hire corumon and contraet 
companies, a very large number fail into Class IV, t"lhieh 
includes truclcing companies liJith annual revenues of less than 
$20,000. Aceording to the Dominion Bureau of Statistics, the 
major truclcing operations are ineluded in Classes l and II, 
liThich comprise those toJith annual revenues of :»100,000 or more. 
Of the large truclcing operations, the Bureau states that one 
Company in Canada (Taggarts, Limited) does not report. In 
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viel'l of the fact that excellent coverage is enjoyed for 
Classes l, II and III (all companies lrdth armual revenues 
over $20,000), it is considered that weil over ninety per 
cent of the revenue is included. 

c) Not included in Table IV is data relating to 227 companies 
engaged in the moving and storage of household goods and 
138 firms engaged primarily in l'1areliousing. Both of these 
groups account for some trucld.ng revenue, although the 't'lare­
housing group earns a very limited amount. 

11 This matter l'ras advanced by the Canadian Trucld.ng Associations, Inc., 
during hearings on Bills C-120 and C-231. 

Under the National Transportation Act such a rate l'lould have to 
be accorded to any high't'my operator 't'Tho had the necessary road 
transport licenses. 

12 D.B.S., Transportation and Public Utilities Division. 

13 It ,'ras not included in Part III, and i t 't'TaS operati ve as soon as 
the Act UaS given Royal Assent. 

14 Anthony K. Rickards, "The Role of Aviation in the Dcmestic Freight 
Transportation System of UoSo" (unpublished Ph.D. thesis, 11cGill 
University, 1-10ntreal, r·fay, 1963) 0 

15 "Airfreight Up," Motor Carrier (Vancouver: Westrade Publications, 
Ltdo), December, 1964, p. 13. 

16 Ibid., p. 15. 

17 "Bulle May Double in Fi ve Years," Bulle Motor Transport in 't'Je stern 
Canada (Hegina: Hercury Publications, Limited), Undated, p. 17. 

18 Ibid 0 , po 4. 

19 Motor Carrier, Q.E.o cit., Harch, 1966, p. 13. 

20 James F 0 Albrecht, "The Reasons For Going Diesel," Canadian 
Transportation (Toronto: Maclea~-Hill1ter Publishll1g Compru1y, Lirnited), 
February, 1965, po 16. 

21 Ibid. A city ordinance requires that engines be shut off at 
each stop. 

22 Ibid. 
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25 l-fr. Albrecht referred to a ne't''l type of diesel engine called the 
Detroit Diesel "Nil Engine. This engine has a nel'1 type of fuel 
in je ct or and a higher compression ratio than present engines. 
It can produce more horsepo't'ler '1:1ithout using any more fuel -
referred to as po't'ler f'leJd.bili ty • 

26 "DOi."ID the Road - Ford' s Experimental Gas Turbine Truck" (Dearborn, 
!üch.: Ford Holtor Company), Undated. 
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Association), August, 1965, po 7. 

Hro Davis is President of Inter-City Truck Lines, Ltdo, and also, 
at the time, he \'las President of the Automoti ve Transport 
Association of Ontarioo 



CHAPTER IX 

FINANCIAL ASPECTS OF CANADIAN FOR-HIRE TRUCIITNG 

INTRODUCTION 

The follm"1ing examinatiqn of financial information on 

motor carriers relates to the intercity for-bire group. As "td.ll be 

realized, financial data is not available for the other three clas­

sifications of trucks - private intercity, urban and farm trucks. 

Revenue and balance sheet data are eJ~ed and sorne 

financial comparisons are underlakeno Comment is then made on the 

size of trucldng companies, after "t"rhich reference is made to leasing, 

follO"t".Ted by sorne discussion on for-bire trucldng as compared "t"Jith 

pri vate trucld.ng. 

FINANCIAL DATA 

Total Revenue 

Table VI belo"t"1 indicates the relative freight revenue 

. position of the for-bire road transport group as compared l:ti. th th0 

oth0r modes of transport, both in Canada end in th0 United States. 

It "t'Jill be noted that gas distribution systems are shm'ffi for Canada 

but not for the United sta.tes. Further, information regarding 

Canadian gas systems is not yet available for 1965. Therefore, the 

percentage distribution of revenue for Canada has been shm"m for 1964, 
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1·Jith gas included. So that sorne comparison may be made with the 

United States data, information for 1965 is shot-m for rail, road, 

air, '·Tater and oil pipelines for Canada and the United States. 

TABLE VI 

FREIGHT REVENUES RAIL, FOR-HIRE ROAD, AIR, WATER, OIL PIPELINES 
AND GAS PIPELINES, CANADA, 1964 AND 1965, 

AND THE UNITED STATES 1965 

Mode of 
Transport Canada United States 

1964 1965 196~ 

Per Per Per 
Millions Cent Millions Cent Millions ~ 

Rail $1,17903 3805 $1,22105 4307 $ 9,293.2 44.1 

Road 891.8 2900 971.2 34.8 10,08509 47.9 

Gas Pipelines 44008 1403 

Air 94.7 301 99 .. 1 3.6 464.3 2.2 

Water 324.5 10.6 353.3 12.7 307.8 1.5 

Oil Pipelines 138.5 4.5 145.8 5.2 903.8 403 

Total $3,069.6 100.0 $2,790.9 100.0 $21,055.0 10000 

NOTE and SOURCE: See Footnote 1. 

The above table llldicates that in Canada the revenues of 

for-hire road carriers comprise 29.0 per cent of the total for the 

six modes of transport. This is a substantial contribution to the 
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nation's economy. In Chapter l it 't'las indicated that in 1963 for­

hire carriers produced 64.2 per cent of the total road net ton miles 

in Canada. Thus, if one could attach a dollar value of service to 

the 35.8 per cent of net ton miles produced by the other three 

classes of trucks, the total value of service produced by trucks 

't'rould be increased by more than one-half. Assuming that revenue per 

net ton mile for the other three classes of trucks '\-JaS equal to the 

net ton mile revenue for the for-hire group, extrapolation 't'muld 

produce a value of service of $1,389.1 million for 1964, exceeding 

the total freight revenue of the Canadian raibrays. Further, i t 

could well be that the revenue or value of service per net ton mile 

for the smaller urban trucks 't'muld not only equal but probably exceed 

that of the large intercity for-hire carriers. In su ch event the 

total value-of-service figure shm'Jn above ,'muld be greater. 

According to the American Trucking Associations, Inc., it 

is estimated that in 1965 the value of al! motor carrier freight 

services in the United States 't'lould equal three times the $1001 

billion sho'\-Jn for for-hire carriers02 

The above table also reveals tha.t the for-hire road 

carriers in the United States contributed 47.9 per cent of the total 

revenues in 1965. Excluding gas systems, the Canadian for-hire group 

contributed 34.8 per cent of the total revenues, 1301 percentage points 

less than the United States carriers. Road transport freight revenues 

in the United States exceeded rail revenues in 1963, 1964 and 1965.3 



) 
-227-

'l'Jhether the Canadian for-hire motor carriers could obtain 

the proportion of revenues enjoyed by the United States for-hire 

carriers is difficult to deter.mine. For various reasons they may 

not, at least for a nwnber of years. For example, the Canadian 

't-linters are more severe, population is more 't"r.i.dely dispersed in 

Canada, and distances bet't"Teen larger centres tend to be greater. 

All of these factors could inhibit the rise of Canadian motor carrier 

revenues to the proportionate level of those in the United States, 

but at least the difference indicates that there is a possibility 

for further proportionate grmTth in Canadao 

Revenue of Intercity Carriers 

Appendix XXXIV, sheets four t,o eight, shm"rs revenue, 

balance sheet, ratio, and return on investrnent data for Canadian 

ll1tercity motor carriers. Because of the fluctuation in carrier 

coverage from year ta year, l:Thich is explained in Appendbt: XXXIV, 

sheets one to three, average revenue figures and percentage propor­

tions have been used in comparing the data. 

This Appendd.x reveals that peak coverage of carriers 't'ras 

reached in 1962, a r8duction being e)~erienced since that time •. 

Hmlever, carriers earning ~]20 ,000 or more armually have continued 

to increase in nwnber over the years. According to the l\fotor Carrier 

report of the Dominion Bureau of Statistics, part of the reduction 

of total carriers ,-ras the result of mergers and consolidations of 

trucldng companies. 
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Average Revenue Per Carrier. Sheet four of Appendix XXXIV, 

indicates that average revenue per carrier in 1947 't'JaS $30,500. By 

1965 this had increased to $153,000, or by 418.0 per cent. In the 

same period the Gross National Product expressed in current dollars 

increased 295.0 per cent. 4 From 1947 to 1965 average net operating 

revenue increased from $2,680 to $9,400, or by 248.0 per cent. 

EJŒUnination of. the same data, on sheet five, for carriers earning 

$20,000 or Jnore arulua11y, reveals that average revenue per carrier 

in 1947 ,-.ras $108,700. This iiî~reased to $3L.~,000 by 1965, a 216.0 

per cent increase, 't'lhi1e average net operating revenue :i..ncreased 

from $7,300 to $18,000, or an increase of 147.0 per cen.t. Thus the 

sma11er carriers experienced a greater percentage increase than did 

1arger carriers. 

Operating Ratios. Anpendix XXXIV, sheet six, indicates 

that the operating ratio (proportion of expense to revenue) for all 

carriers reporting in 1947~las 9102, increasing to 94.0 by 1965. 

Carriers earning $20,000 or more annually, experienced a 93.3 ratio 

in 1947, and a 9408 ratio in 196~, indicating that a 1arger propor­

tion of operating revenues are required for 1arger carriers as a 

group than for sm~ller ones. This could ref1ect the presence of 

proportionate1y greater implicit costs for smaller carriers, a 

subject referred to 1ater in this chapter. Both groups experienced 

an increase in the operating ratio but the ratio for the total group 

increased at a greater rate over the period than did the ratio for 
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the group earning $20,000 or more annually. 

According to the American Trucldng Associations, Ine 0' 

the operating ratio in 1965 was 94.7 for 3,865 Class l and Class II 

common carriers, under the jurisdiction of the Interstate Commerce 

Commission in the United States. The sarne ratio for 1947 l'laS 9409. 5 

While the position ~f the Canadian carriers appears to be more 

favourable, it must be remembersd that these Canadian carriers are 

much smaller than the American companieso As pointed out later, in 

commenting on company size, larger companies probably have relatively 

greater overhead costs and possibly less proportionate implicit costs. 

Balance Sheet Data. Appendix XXXIV, sheet seven, ShOi'lS 

balance sheet data for Canadian carriers earning $20,000 or more 

annua11y.6 From 1958 (the first year balance sheet information was 

available) to 1965, total assets increased 117.3 pel' cent, from 

$200.3 million to $435.2 million. 

A revieltl of the assets reveals, among other things, ti'JO 

features of interest. First, from 1958 to 1964 the proportion of 

fixed assets decreased from 57.4 per cent of the total assets to 49.8 

per cent, returning to 51.2 per cent by 1965. This decrease from 

1958 could reflect an increase in purchased transportation, i'lhich 

includes piggyback and leasing (referred to shortly). This rise in 

1965 indicates a greater proportiùn of o\rmed b.ssets. Second, the 

proportion of other aSf3ets, such él.S investmeIlts, increasecl. from 7.7 

per cent in 1958, to 17.7 per cent of tho total by 1964. In 1965, 
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hm'lever, they had decreased to 1409 per cent, probably reflectm.g 
the greater investment in fbced assetso 

A review of the equipment obligations and long-ter.m debt 
as a proportion' of total liabilities and m-mers' equity shOllrs an 

increase from 22.2 per cent in 1958 to 26.0 per cent in 1964. A 

slight reduction to 25.3 per cent 't'J'as expeJ:'ienced in 1965. Û't'mers' 
equity decreased slightly from 41.2 per cent in 1958 to 39.4 per 

cent of the total liabilities and O\"mers' equity by 1965. Sheet 

eight indicates that in the same period return on O\"mers' equity 

increased from 1408 to 1501 per cent. 

Follovdng is a comparison of the financial ratios of the 
Canadian carriers referred to above and 1,159 Class l and Class II 
carriers of general freight in the United states, which earned 

$200,000 or more annually. 
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TABLE VII 

FINANCIAL RATIOS OF CANADIAN CARRIERS EARNING $20,000 OR 
MORE ANNUALLY, AND CLASS l AND CLASS II CARRIERS OF 

GENERAL FREIGHT IN THE UNITED STATES, 1965 

Ratio Canada United States 

L'Jorldng Capital 1.00 1.23 

Total Debt to Equity 1.45 1.27 

Long-Terrn Debt to Equity 0.66 0.60 

Revenue to Equity 4.06 5.16 

Net Incorne to Equity 15.1% 15.8% 

Net Incorne to Revenue 3.7% 3.1% 

Cash Throt"1-0ff to Long-Terrn Debt 69.6% 60.1% 

SOURCE: D.B.S., r-iotor Carriers - Freight, Parts l and II, 1965; 
Moving and st orage , Household Goods, 1965; Art:lUr J. Bruen, Jr., 
"1966 Banlcer' s Analysis of the :r.iotor Carrier Industry for 1965, Il: 
American Trucldng Associations, Inc., Washington, D. C., Table 5. 

The ab ove table reveals that the worldng capital ratio 

of the Canadian carriers t'TaS $1.00 current assets to each $1.00 of 

current liabilities. 'This is an acceptable level in transportation, 

a service industry, where inventories are generally of small magni-

tude. The United states carriers evidenced a fairly good ratio of 

$1.23 current as sets to each $1.00 of current liabilities. 

The long-tenn debt to equity ratio reveals an almost 

similar situation for carriers in both Countries, but a slight advan-
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tage in the Canadian situation - six cents more of debt for every 

dollar of equity. There '\Tould be a lit.tle better leverage. The 

leverage principle is that ,iith fixed payments for senior securities 

such as bonds or preferred shares, any excess profits earned over 

normal earnings, "Jill accrue to the o't-mers of common shares, making 

it more attractive for the suppliers of risle capital. In the final 

analysis, it is management's ultimate goal to create as attractive 

a situation as possible for those ,,[ho supply risle capital and "Tho 

hold voting control. Thus the slightly 1O't1er equi ty amount for each 

dollar of debt in the Cru1adian situation provides a little greater 

leverage and could provide a slightly more attractive situation for 

the O'tmers. 

H01:TeVer, the return on the invested dollar show"s a slightly 

better situation for the United states carriers than for those in 

Canada - 0.7 per cent greater. On the other hru1d, the net income to 

revenue in Canada is 0.6 pe"r cent greater than in the United states. 

This could result from the existence of relatively greater implicit 

costs for the Canadian carriers. 

Cash throu-off ratio is one vlhich is becoming more impor­

tant in the trucldng industry. It is comprised of the SUffi of charges 

of a non-cash nature plus net income aft.er taxes. Depreciation is 

the main non-cash charge to be encountered in the trucldng industry. 

Cash thrO't'l-off is the prime source of money for payment of long-term 

obligations. Thus, it is vital to the industry. Its significance 
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is to allO't'1 one to determine hOl'1 long would be required to extinguish 

the long-term debt if gross cash thrO't'I-off l:rere used solely for this 

purpose.Table VII indicates a cash throl'J'-off· of 69.6 per cent for 

the Canadian companies, 't'Thich means that long-term debt could be paid 

off 't'rl.thin a little less than a year and one-half. The United states 

time period i"TOuld be about one and t'toJ'o-thirds years. 

According to the 1966 Banlcer' s Analysis of the motor 

carrier industry in the United states, the financial position of the 

carriers involved 't'Tas very favourable. 7 From the comparisons made 

i t may be concluded that the Canadian financial data compare favour­

ably. 

Ratio Comparison of the Various Modes of Transport 

The comparison of revenues at the beginning of this chapter 

relates to freight revenues. In order to malte sorne ratio comparisons 

bet"Teen the various modes of Canadian transport, Table VIII belOl'l 

shoHs data relating to overall operations. Supporting revenue and 

expense data are contained in Appendix XXXV, sheet t'tvo. Capital 

information has been eJŒracted from the D.B.S. reports listed on 

sheet t't'lO. Here again 1964 data is used as balance sheet data for 

air transport and gas pipelines is not yet available for 1965. Where 

aVailable, 1965 data are included. It "ùll be noted that generally 

there has not been a significant change from 1964. Included are data 

on motor carriers earning $20,000 or more annually, ,'rater transport 

information "There possible (as balance sheet data are not available 



for this mode), as well as rail, air, oil and gas pipeLL~es information. 

Also included are data on Canadian Pacific. This Company 

has a more normal financial structure than does the total rail't-Iay 

industry, 't1hen compared 'tdth other companies. The financial structure 

of the total railway industry is dissimilar to that of other indus-

tries due to the financial situation of the Canadian National RaihIays. 

For determining rail rates and other related matters over the years, 

The Board of Transport Commissioners has used Canadian Pacific as 

the "yardstick" railway. 

TABLE VIII 

OPERATING RATIO OF TOTAL OPERATIONS AND RETURN ON OWNERS' EQUITY 
FOR ROAD TRANSPORT, RAIL, AIR, WATER, OIL PIPELINES AND 

GAS PIPELINES, AND CANADIAN PACIFIC RAILWAY COMPANY, 
CANADA, 1964 AND ALSO 1965 WHERE AVAlLABLE 

(SHO:'JN IN BRACIŒTS) 

Mode of Operating Retum on 
Transport Ratio Ü't"mers' Equity 

Percentages 

Road 94.7 (94.8) 1409 (15.1) 

Rail 93.8 (9401) 1.2 (104) 
Canadian Pacific 9200 (9205) 3.8 (3.9) 

Air 94.2 (93.6) 19.7 (N/A) 

v-Tater 98 0 5 (98.1) N/A (N/A) 

Oil Pipelines 39.2 (39.2) 27.1 (31.7) 

Gas Pipelines 66.8 (N/A) 11.3 (N/A) 

SOURCE: Calculated from data contained in Appendix ]]LXV, sheet 
t't'IO, and D.B. S. reports listed thereon. 
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For the year 1964 the operating ratio of road transport 

't'las fairly comparable to rail and air transport and 2.7 above that 

of the Canadian Pacifie RaihTay Company. The return on O't'mers 1 

equity for road carriers 't'Tas 14.9 per cent. This 't'las more favour­

able than that shol.'m for raihvays and gas pipelines, but not as 

favourable as that sh01.m for air transport and oil pipelines. 

Appendix XXXV, sheet three, indicates for 1964 a 't'Jide 

diversification in capitalization ratios for the various modeso 

There is a high proportion of debt as compared to O1.mers 1 equity 

sh01.m for rail (6108 per cent), air (8600 per cent), oil pipelines 

(63.1 per cent), and gas pipelines (70.4 per cent). Road transport 

indicates a percentage of 39.0, 'tihile Canadian Pacifie has 4404 per 

cent of its total capital in debt. Road transport evidences a higher 

equity proportion than do the ether modes. This no doubt results 

from the atemistic nature of the industry, and a shorter life for 

road equipment, as compared l.'Jith other modes, 't'lhich could necessitate 

greater participation by the O't'mers. There is a greater risk exist­

ing and there is less ability to obtain debt financing. On the other 

hand, for example, rail1.'lays have had considerable debt financing, 

't'ri. th a large nwnber of raihTaY bonds having been guaranteed by govern­

mentso Aiso, Air Canada is a government-secured undertaldng, and 

Canadian Pacifie Air Lines is secured by the parent Company. 
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Comparison of Motor Carriers With Groups of Other Companies 

For a further comparison, Table IX beloi'T shOi'ls, for the 

yea:r 1965, the return on Oi-mers 1 equity for sixteen industrial groups, 

1'lhich include 287 selected companies in Canada. Also shmm is the 

mot or carrier group earning $20,000 or more annual~. Both large 

and small companies are included in the selection. There is a '\dde 

diversity of net income for the 287 companies involved. 

TABLE. IX 

RETURN ON OWNERS 1 EQUITY - 287 SELECTED COHPANIES AND HOTOR 
CARRIERS EARNING ~i20,OOO OR HORE ANNUALLY, CANADA, 1965 

Group 

Printing and Publishing 
Non-Ferrous Hetals 
Motor Carriers: Classes l, II and III 
Foodstuffs 
Pulp, Paper and Lumber 
Iron and Steel 
}1erchandising 
Construction and Building Materials 
Chemicals and Allied Products 
E1ectrical Equipment 
Te:lct.i1es 
Oils ffild Pipelines 
11iscellaneous 
Beverages 
Milling and Grain 
Public Utilities 
Transportation 

Number of 
Companies 

Il 
8 

2,027 
13 
18 
49 
28 
17 
15 
13 
13 
15 
39 

8 
5 

24 
11 

Pel' Cent RetuI'n 
on CÀ'mers' Equi ty 

16.2 
15.7 
15.1 
11.9 
10.5 
,10.4 
10.4 
10.3 
10.2 
9.6 
9.4 
9.4 
9.1 
8.6 
805 
8.0 
L~.O 

NOTE: In 1964, for these sarne groups of companies, Printing and 
Publishing evidenced a return of 15.0 pel' cent, ,\'lhile l-1otor Carriers 
"lere second 1'Ji th 14.9 pel' cent. 
SOURCE: These data have been calculated from information contained in 
The Financial Post, dated Nay 13, 1966, pp. 52 and 53; D.B.So, Motor 
Carrier - Freight, Parts l and II, 1965. 
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The above is a rough comparison at best because of the 

great diversity in the size of companies and because of the limited 

number of companies included in each group. Both large oold small 

compoolies are lllcluded in the motor carriers. This comparison does, 

hOi'lever, indicate that the motor carriers compare favourably. 

One further comparison 't'lhich may be made is sh01:JU in 

Appendix XXXVI, sheet one, "lhich includes the net income to Oi'JUers 1 

equity, and to total capital invested, for a sample of Canadian com­

panies which earned a profit in 1964. These data 't'lere extracted from 

taxation statistics. About one-fifth of al! Canadian companies are 

used in the sample. FollOidng are the rates of return on Oi'JUers 1 

equity: 

Per Cent 

Forestry 
Fishing 
Agriculture 
Construction 
Motor Transport 

Services 
vJholesale Trade 
Retail Trade 
Manufacturing 
Transportation, storage, 

Communications and Utilities 
Mining, Oil and Quarrying 
AlI Companies 

17.7 
1704 
1509 
1602 

13.2 
]2.0 
1009 

8.5 

6.5 
5.3 
608 

It 't'lill also be noted from Appendix XXXVI, sheet one, that fairly com-

parable results are shmm for the return on total invested capital, 

"lhich i'lould suggest a lou proportion of loan capitaL 
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vnrile there may be greater implicit costs for sorne of 

these groups as compared "t'3ith others, motor transport shm'J's a fairly 

favourable position. 

Conclusions on Financial Data 

Three factors emerge from the foregoing analyses. First, 

from a revenue point of vie", the Canadian motor carrier industry is 

an important factor in the economy. Second, l'men compared 'tdth the 

United States situation, it 't'muld appear there is still grm·Tth poten-

tial for the Canadian motor carrier industry, even though it may not 

be possible to equal the United States level in the immediate years 

ahead. Third, the motor carrier industry evidences a fairly favour-

able financial position. 

SIm OF TRUCIITNG COMPANIES 

With the passage of time there is a tendency for mergers 

and expansion of truck lines in Canada. This is also a distinct trend 

in the United States. In its most recent publication, the Banker's 

Analysis stated: 

••• Mergers continued at a rapid pace during the year 
further reducing the number of overall carriers 't'lhile 
giving birth to larger and more efficiently operated 

. 8 
compan~es •••• 

It 't'las observed that since vJorld War II, 10,000 United 

States carriers had been created into today's giant truclcing companies. 

It 't'JaS anticipated that in t'ltlenty years there Hould be 200 coast-to-
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coast "super-giants" and 300 to 500 large regional carriers. 9 

In Canada the acquisition of motor carriers has been 

undertaken by the raill·rays, referred to earlier, and, also, by 

Canadian and United states motor carriers. A number of these acqui­

sitions have been made recentlYolO 

To better understand the situation, let us consider a fel"r 

factors 0 First, a reviel'J of the financial ratios of various sizes 

of carriers in Canada, shm-m belm-I in Table X, l"1Ould seem to be 

appropriate. 

TABLE X 

FINANCIAL RATIOS RELATING TO l,rOTOR CARRIERS, 
CLASSES l, II, III AND IV, CANADA, 1965 

Class of Carrier 

Ratio l II III 

Percentages 

Operating 95.5 9501 8700 

Net Incorne to Operating Revenue 206 400 13.2 

Return on Total Capital 7.0 909 21.4 

Return on Eql.1ity 11.8 17.2 3008 

Capitalization: 

Debt 4008 4207 3005 
Equity 59.2 57.3 6905 

IV 

7105 

NIA 

NIA 

NIA 

NIA 
NIA 

SOURCE: D.B.S., Hotor Carriers - Freight, Parts l and II, 1965. 
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Examination of the above ratios indicates that the smaller 

the class of carrier, the better the operating ratio. Glass III 

carriers shm'! a mu ch higher return on invested dollars and o'Ttmers' 

equity than do Glass l and II carriers. Glass III carriers also 

indicate a lm'1er proportion of debt. 

Hm'lever, i t 'Trlould be hast y to conclude that the smaller 

carriers are more efficient even though the return per investment 

dollar is higher. There are various reasons why one must be cautious 

about conclusions reachedo 

Glass III carriers eam less than $100,000 annually, 't'.rhile 

Class IV carriers earn less than $20,000 annually. Often smaller 

motor carriers have larger implicit and less overhead costs than do 

the larger carriers. For example, frequently the Ol:mer of a small 

company 'Hill drive one of his trucks; he may use his m'fi pri vate 

residence as headquarters for his company; his garage or parldng 

facilities may be located on his own personal residence property; 

and his 't'ufe may act as part of his office staff, dispatching trucks, 
, ' 

ans't'1ering the telephone, keeping accounts and/or carrying out similar 

duties 0 Frequently a smaller operator 'Trull have a part-time book-

keeper, and an accountant 'Ttlho only closes the books and compiles the 

statementso 

On the other hand, larger operators generally have large 

st orage lots and garages, office buildings, a larger number of spe-

cialists, such as full-time accountants, lmlYers and operating 
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pe~sonnel. The larger carriers generally travel longer distances 

and often find it necessary to establish terminals for the brerucup 

of loads for city deli:very. Further, larger carriers are more" 

likely to be called upon for community services and larger community 

contributions. Thus, if implicit costs for smaller carriers 't'lere 

e~~ressed as eJ~licit costs, and they faced greater business and 

community cost pressures, the financial ratios for the four classes 

of carriers may be much more similar. 

Probably it cao be safely said that small carriers do not 

make less per invested dollar thao do the larger ones. Greater 

pressures for truceover and for merger are probably emanating from 

other sources. 

Throughout industry today there is a tendency for truce­

over and merger. The objectives cao be eJ~ressed in terms of 

profit-making, service, social responsibility and survival. As 't'las 

mentioned in Chapter VIII, modern business is more complex than in 

former years. Frequently small businessmen find it difficult to cope 

't'Ti th the many problems. Often the O1vner of a small trucking firm 

endeavours to direct sales, personnel, operating, financial and all 

other important matters. His problems increase "Ti th each nel'! truck 

acquired. Further, once a company commences to grOl'!, often the 

employees "Till become unionized and union pressures may become dif­

ficult for the small operator to 'l'Tithstand. Also, financing for 

expansion purposes is generally more easily obtainable by larger 

companies. This in turn enables greater specialization in the major 
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"'. 
fields of business activity, ioeo, sales, accounting, finance, 

operations and personnel. A further important factor is t~at fre­

quently the larger carrier can tap a larger market, and probably can 

be much more competitive vdth other large trucking companies and the 

railuayso 

In addition to the foregoulg, even though it may be proven 

that a smaller operation returns a greater amount on the invested 

dollar, the larger organization results in a larger total amount being 

earnedo In 1965 Class l carriers had an average net incorne of $61,650 

per carrier, Class II carriers averaged $9,146 per carrier, 1"Jhile 

those in the Class III category averaged $5,962 per carrier.ll 

Finally, there is one major psychological factor to be 

considered. This is the pm'Ter that the larger organization affords 

to those 1,1ho manage and/or m-fi the organization. "Bigness" is a 

subject vlhich is currently receiving attention in business and fin an-

cial ne1:rspapers and periodicals 0 There are frequent reports on 

company size, economic leaders in the cammunity and similar topics. 

While there may be others, these are some of the major 

reasons which are encouraging the creation of larger trucking compan-

ies. 

LEASING 

Truck leasing is a feature 1,rhich has become more important 

in recent years. This is especially so vdth respect to private truck 

fleets. As a matter of fact, much of the literature on truck leasing 
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deals 1,-n. th the value of truck leasing to manufacturing and other 

firms o Nevertheless, sorne for-hire carriers have undertaken leasing 

in at least two ways. First, by leasing their equipment. This is 

often called finance leasing. Second, by the leasing of tractors 

from the operators of su ch tractors. This second type of leasing 

is referred to as a 1ease-operator 'arrangement. There are various 

other arrangements for short-ter.m rentai and longer-term leasing. 

For eJeample, private fleets often obtain equipment on a full-service 

leasing base, ,vhich means that everything but the driver is supplied 

by the lessor, '\'lhile in other cases only the equipment is leased. 

Statistical Data on Leasing 

Aggregate Information. While there is a paucity of aggre­

gate automotive rentaI and leasing data in Canada, in the United States 

such information is availableo It is estimated that in 1965 revenues 

from car and truck rentaI and leasing totalled $1.8 billion, involv­

ing 822,000 vehicles. Included in the total vIere 228,000 leased 

trucks accounting for $660.0 million revenue. Many of these vehicles 

Ivere used by pri vate companies 0 According to the Car and Truck 

nenting and Leasing Association, annual grO't·rth over the pa st decade 

has averaged betl-reen fifteen and tlventy per cent. It is nO't'J' estimated 

that renting and leasing accounts for appro}cimately four per cent of 

the total automotive business in the United States. It is expected 

that this proportion should reach ten per cent by 1970.12 
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For-Hire Carriers. In the Motor Carrier report of the 

Dominion Bureau of Statistics there is sorne limited information on 

leasing by for-hire carriers. Since 1959 there has been shO\"m an 

account for purchased transportation. Inc1uded are costs for lease­

operators, equipment leasing, aircraft charter and piggyback. 

In 1959 purchased transportation amounted to $4008 million,13 

or 1205 per cent of total expenses. By 1965 this had increased to 

$103.9 million, or 15.3 per cent of total eJ~enses. In 1964 the 

sarne percentage 't'J'as 13.6.14 

'VJhile a specifie breakdm"Jn of purchased transportation is 

not avai1ab1e, it was possible to obtain from the Dominion Bureau of 

Statistics~ a distribution for 1964 for thirty-one of the large st 

carriers. A total of ~3L 5 million of purchased transportation "TaS 

involved, of 1:1hich lease-operators accounted for U.O per cent, 

equipment leasing for 18.4 per cent, aircraft charter for 0.6 per 

cent and piggyback for 40.0 per cent .15 \'lhile this is a rough guide 

at best, application of the above percentages to t he total amount 

of purchased transportation for 1965 1"J'Ould result in a figure of 

$41.6 million for lease-operators and $18.7 million for leasing of 

equipment. Together these t't'10 items 1rlOuld constitute apprOJd.mately 

9.6 per cent of the total eXpenses for 1965.16 

Equipment Leasing 

Table XI belm'r shOl.'ls the proportion of leased vehicles 

used by Class l, II and III for-hire carriers in Canada, in the years 

1958 and 1965. 
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TABLE XI 

PERCENTAGE DISTRIBUTION OF VEHICLES ON AN OWNED AND 
LEASED BASIS, CLASS l, II AND III CARRIERS, 

CANADA, 195$ AND 1965 

Vehicles 195$ 1965 

Percentages 

TruclŒ: 
Ot-med 96.0 95.0 
Leased 4.0 500 

10000 10000 -- ----
Tractors: 

Ü\'med 90.$ 8701 
Leased 902 12.9 

10000 10000 -- ----
Trailers: 

Ü\-med 9600 9203 
Leased ~ --.1.:1 

10000 10000 -- --

NOTE.: This information l:las first available in 195$. 

SOURCE: D.BoSo, Motor Carriers - Freight, 195$ and 1965, Parts l and II. 

During this seven-year period the proportion of leased 

trucks increased slightly, 1'lhile a 307 percentage increase in pro-

portions l'laS experienced for leasing of both tractors and trailers 0 

The increase in tractor leasing could be a reflection of the exp an-

sion of the lease-operator type of arrru1gernent. 

In 1945 Class l and II carriers in the United states leased 
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2101 per cent of their pOl'1er units. By 1953 the proportion had 

increased to 40.7 per cent, falling back to 37.3 per cent by 1958. 

By 1964 (the latest data available) the estimated proportion had 

reached 43.5 per cent.17 

A further reference on leasing is contained in 

Appendix XXXVII. The larger carriers ShOlv a greater proportion of 

leased trucks, tractors and trailers than do the smaller carriers o 

For example, Class l carriers mmed 91.4 per cent of their trucks, 

"Thile Class III carriers o"med 99.0 per cent. Class l carriers mmed 

83.8 per cent of their tractors, uhile Class III ol:med 9702 per cent 0 

The lmler percentage figure for Class l carriers could reflect the 

greater use of lease-operator arrangements. 

Effect of Leasing on Trucldng 

If private trucldng operators increase their leasing of 

equipment, the grOl,rth effect on total trucldng 't,Jill be of an indirect 

nature. For example, if a manufacturer is able to release capital 

and some of management's time from the problems of a fIe et of trucks, 

it could ",ell be that his business may be expanded in other respects, 

generating additional requirements for transportation services. 

If a for-hire carrier embarks on a project of leasing 

equipment, the major effect could be to release its capital, thus 

enabling i t to expand more rapidly than otherl:Jise. Also, i t ,-muld 

place the truc1dng operation on a "pay-as-you-go" basis, i.eo, maldng 
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the monthly lease payment each month as the equipment earns revenue. 

The for-hire operator's expansion would tend to attract traffic from 

other modes of transport and may possibly generate ne\'l' business, in 

that greater transport facilities may be provided. This "J'ould 

encourage the expansion of manufacturing and other types of plants. 

It may allm1 a trucldng operator to compete more effecti vely \-Ji th 

the railways and produce a reduction in freight costs for the shipper, 

thus, enabling him to exp and his firm by extending market distances. 

'VJhether or not leasing could have a significant effect 

on economic growth is difficult to determine at this point in time 0 

From the data available there would appear to be a broad field for 

expansion in this area. 

PRIVATE VERSUS FOR-HIRE TRUCKING 

There e)dsts a good deal of controversy on the subject of 

"lhether pri vate trucldng is more advantageous than the use of for­

hire carriers. Experts in traffic management caution against being 

deluded by private trucldng short-run gains to a company's detriment 

in the long-run time periode They \-mrn that careful consideration 

must be given to every facet of the operation, including a balanced 

movement of loads, type of c ornmo dit y to be transported, special 

equipment required, economies to be effected, hOl'l effective the for-
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hire carrier is performing, whether the additional plant required 

1s justified in terms of managementfs time, labour problems, and 

many other items.18 If economy can be achieved by the use of 

private trucldng, the saving in transportation costs can be directed 

into expansion of the company' s main operational undertaldng, or 

used for other development. If improved service can be achieved, 

then the 'T:Tay is open for expanded operations. Careful consideration 

should be accorded to aIl facets of the subject before a decision 

is made to change from one method of transport to the other. 

CONCLUSIOISS 

An analysis of the information contained in this chapter 

1"Jould lead one to the conclusion that from a revenue vie't'1point 

trucldng has become an important mode of transport in Canada. In 

the United States motor carriers enjoy about 13.1 pel' cent more of 

the transportation market revenue in that Country, than do the for­

hire carriers in Canada. As suggested previously, for a number of 

reasons - climate, population dispersion, geography and other factors -

probably the Canadian for-hire motor carrier 't,Jill not reach the pro­

portionate level of their counterparts in the United States. For the 

Canadian carriers, a 13.1 pel' cent increase in proportion uould, on 

the present base, require apprmdmately a 38.0 pel" cent increase in 

revenue. They nlay not reach this level but in the years ahead, the 

for-hire carriers have a considerable opportunity for eJ~ansion. 
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A comparison of the Canadian carriers' financial informa­

tion with that of the larger United states carriers, with other 

modes of transport in Canada, and wi th groups of Canadian companies, 

,'muld suggest that the Canadian motor carriers compare favourably 0 

The trend to larger companies is taldng place in the 

motor carrier industry, as it is in other industrieso Mergers, 

acquisitions, and consolidations are being effectedo 

Leasing of equipment has been increasing in recent years 

and it is an important factor in motor carrier operationso Also 

facing the for-hire carrier is the decision of the non-transportation 

firm to operate either its mm fleet or to continue to use the public 

carrier 0 While there seems to be a tendency for private fleets to 

increase proportionately, as shmID in the population data in Chapter l, 

experts in the field 't-Tarn against hast y action in the transfer from 

public transport to the private fleeto 

The concluding chapter which follmlS, attempts to estimate 

the possible grmrth in the motor carrier industry 'tri thin the neJCt 

fel'T years. 
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FOOTNOTES FOR CHAPTER IX 

1 a) Passenger revenues and any related services have been 
eliminated. 

b) The Road' Transport figures for Canada ,,[ere taken from the 
projection of for-hire revenue in Appendix XXXIX, sheet six, 
of this document. They vary only slightly from estimates 
made by D.B.S., Transportation and Public Utilities Division, 
of $89000 and $980.0 million, respectively, for 1964 and 
1965. See The Financial Post of ~larch 26, 1966, po 52. 

c) The Air data for Cru1ada includes Canadian carriers onlyo 

d) Included in the United states figures are revenues of 
Federally regulated carriers only. Coverage is - Railroads, 
Classes l and II; ~iotor Carriers, Classes l, II and III; 
Regulated vJater Carriers; Oil Pipelines; and Scheduled 
Domestic'Air Service. 

SOURCE: D.BoS., Railway Transport, Part II, 1964 and 1965; 
DoB.S., Gas Utilities (Transport and Distribution Systems) 1964; 
D.B.S., Civil Aviation, 1964 and Preliminary Figures, 1965; 
DoB.S., Water Trru1sportation, 1964 and 1965; DoBoSo, Oil 
Pipelines, 1964 and 1965; The Financial Post, November 19, 1966, 
po 17; ru1d American Trucldng Trends 1966, American Trucldng 
Associations, Inco, po 9. 

The American Trucking Associations, Inco, obtained their figures 
from the follOldng sources: 

Interstate Commerce Comndssion, Bureau of Transport Economics 
and Statistics - Transport Economies, I.CoCo Annual Reports; 
Federal Aviation Agency - Statistical Handbook of Aviation; 
Air Transport' Association of America - Facts and Figures about 
Air Transportation; Civil Aeronautics Board - Handbook of 
Airline Statistics. 

The United States data for 1965 are estimates, part of 1'lhich 
research l'las done by the American Trucldng Associations, Inc. 

2 American Trucldng Trends 1966 (vJashington, DoC.: American 
Trucking Associations, Inc.), po 9. 

3 Ibid., Front Cover. 

4 DoB.So, National Accounts, Income and Expenditure (Otta"m: Queen's 
Printer), 1926-1956, p. 33, and 1965. 
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5 American Trucldng Trends 1966, .QE. cit., pp. 13 and 17. 

Class l and II carriers include those earning $200,000 or 
more annually. 

6 This information is not available for those carriers earning 
less than $20,000 a year. 

7 Arthur J. Bruen, Jr., 111966 Banlœr' s Analysis of the :r.10tor 
Carrier Industry for 196511 (l"lashington, D.Co: American Trucldng 
Associations, Inc.), p. 3. 

8 Ibid. 

9 Ibid. 

10 Recently Hanson Transport Company of Hamilt.on 1:iaS purchased by 
Canadian Freight'lfTays, Ltdo, of Calgary, 1:1ho in turn are mmed 
by Consolidated Freight't'lays, Inc., l·fenlo Park, California. 
This latter Company is reported to be one of the largest in the 

- United states. Sorne time ago Gill Interprovincial Lines, Ltd., 
acquired Pacific Inland Express, Ltd., Vanvouver, and just 
recently acquired Bestl'iay Express, Ltd., 1'J'innipeg. r1aislin 
Brothers Transport, Ltd., Montreal, has for sorne time been 
acquiring small Quebec firms and recently purchased Argosy 
Carriers, Ltdo, Toronto, and N. Y. & V. Express, Inc., in the 
United States o The Red Star Express Lines of Auburn, Inco, 
Auburn, N.Y., recently acquired Wallace Transport Company, Port 
Colbourne, Ontario, and t'ri. thin the pa st tl'TQ years, Direct l"Jinters 
Transport, Ltd., a large Canadian Company, 't'las acquired by 
Brink's Express Co. of Canada, a subsidiary of Brink's, Inc., 
of Chicago. These are but a fm1. There are others. 

See: Il Trucldng Takeover Extends U. S. Links," The Financial Post, 
.QE. cit., June 3, 1967, p. 4. 

11 D.B.S., Motor Carriers - Freight, Parts l and II (Ottal'ia: Queen's 
Printer)-;-ï965. 

12 Periodic Bulletin (Chicago: Car and 'l'rock Renting and Leasing 
Association), January l, 1966. 

13 For Class IV carriers, purchased transportation expenses '-fere 
included in other transportation expenses. Hmlever, the latter 
totalled only $482,000. Thus purchased transportation l'fould be 
something less and l'muld not be too significant. 
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14 D.B.S., Motor Carriers - Freight, f2. cit., 1959, 1964 and 1965; 
and D.B.S., Moving and Storage, Household Goods (ottawa: Queen's 
Printer), 1964 and 1965. . 

15 D.B.S., Transportation and Public Utilities Division. 

16 D.B.S., Motor Carriers - Freight, Q2. cito, 1965. 

17 American Trucking Trends 1966, Qe.. cit., p. 26. 

lB "Private vs Public: Traffic Managers Cautioned Against Private 
Trucldng Short-Term Gains, Il Motor Carrier, Q2. ci t ., March, 1965, 
pp. 10-15. 
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CHAPTERX 

CONCLUSIONS AND 'rHE TRUCIŒNG INDUSTRY BY 1972 

INTRODUCTION 

The previous chapters have dealt l"lÎth a nwnber of factors 

't'lhich l·lill affect the trucking industry in the immediate years ahead. 

This chapter at tempts to dral'l conclusions on the future of the 

industry as a 't'Thole, and also on each class of trucldng. r·1athe­

matical projections are used in conjunction 't'lith the ma.terial 

contained in the foregoing chapters to arrive at sorne understandlllg 

of the possible gro~~h in trucldng. The mathematical projections 

predict the trend, if e~dsting groi'~h forces remain unchanged. The 

material examined in the preceding chapters t-Jill shed light on 

possible adjustments to present gro't'~h trends. 

INTERCITY NET TON rULES 

Pro.iection 

Intercity net ton miles, the overall important indicator 

of freight transported by road, is composed of for-hire, private 

intercity and fa~n net ton miles. To project mathematically inter­

city ton miles up to 1972, the Gross National Product in current 

dollars has been used. AppendDc XXXVIII contains calculation data, 

based on the period 1939 to 1965, for a line of regression, the 
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coefficient of correlation ruld the projoction of the Gross National 

Product and intercity net ton miles. 

Sheet five of the above-mention.ed Appendix, indicates a 

coefficient of correlation of 0925 bet't'reen Gross National Product 

in current dollars and intercity net ton miles. This suggests a 

very close association bet't'reen the t't,J'o indicators. 

Thore is not an official Gove~ament projection for Gross 

National Product in current dollars. HO't'lever, the Federal Department 

of Finance has suggested that possiblyan arulual increase of 700 pel'" 

cent could be utilized for projec'cion up to 1972, depending on its 

use (see Appendi,x: XXXVIII, sheet six) 0 Since receiving this infor­

mation, the Fourth Annual RevieH of the Economic Council of Canada 

has suggested a slight dOl'JIl't'Ta.rd revision for economic gro't'1th beyond 

1970. Therefore, for 1971 and 1972, 6.75 pOl" cent has been used 

(see sheet seven of Appendix XXXVIII) 0 As this projection for the 

motor transport industry is in broad ral1ges it 't'muld seem theso 

suggested figures are adequate for Otlr purposeso 

Using the Gross National Product of $57.8 billion for 

1966, published by the Dominion Bureau of Statistics, and an annual 

7.0 pel' cent increase to 1970, 't'r.i..th 6.75 for 1971 and 1972, a figure 

of $8604 billion has been calculated for 1972. 

Application of the regression formula, ShO't'ffi on sheet 

three of AppendU~ XXXVIII, to the abovo projectod Gross National 

Product, results in an estimated increase in inter city not ton miles 
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from 19.4 billion for 1965 (the latest aVailable) to 3502 billion 

by 1972, an 8104 per cent increase (see sheet six). Follo't'Jing are 

the projected annuel figures: 

Year Billions of Net Ton Miles 

1966 2301 
1967 24.9 
1968 26.7 
1969 28.6 
1970 3007 
1971 3209 
1972 3502 

Chart VII shm-rs the projected regression line for inter-

city net ton miles and Gross National Prcduct in current dollars. 

Projection of Component Parts 

In order to gain sorne understanding as to the suggested 

grm-rth in the compcnent parts of intercity l'10t ton miles, Le., 

for-hire, private intercity and farm trucks, Table XII 't"Thich follOl."rs 

shOl."rs a mathematica! projection for each class of truck. The pro-

jection is based on the annua! geometric increase in grm-rth by each 

class from 1957 to 1963 (see Appendjbc XXXIX, sheets one to four). 

The estimated 1972 intercity net ton miles resulting from these 

geometric projections total 35.0 billion. The regression projection, 

referred to earlier, suggested 3502 billion net ton miles. In the 

table belou, the difference of 002 billion has been distributed 

amongst the three classes of trucks, on the basis of their propor-

tionate contribution to the geometric projection. 
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Subsequent to the table, are commcnts on each class,of 
,'1. 

trucking and an enumeration of the factors which could favourably 

or unfavourably affect the mathematical trends. 

Class 

For-Hire 

Private 
Intercity 

Farm 

Total 

TABLE nI 

PROJECTED INTERCITY NET TON MILES FOR FOR-HIRE, 
PRIVATE INTERCITY AND FAm-1 TRUCKS, 

CANADA, 1963 TO 1972 

1963 1972 

Projected 
Net Ton Per Cent Net Ton Per Cent 
Miles of Total 1Ii1es of Total 

Billions Billions 

12.0 7104 29 .. 0 8204 

4.3 2506 505 1506 

005 300 007 200 

1608~r 10000 3502 10000 

Per Cent 
Increase 
1963-1972 

14J.07 

28.0 

4{)00 

109.5 

NOTE: 7~ Becausc of rounding, intercity net ton miles varios by 001 
't'li th that Sh01'Jll in Appencl:Uc XXXVIII, sheet ono. 

SOURCE: Calculations of data contained in Appendix XXXIX, shoots 
one to four. 

Intercity For-Hire Truclcing 

vJhilo cach segment of trucldng is important and oach of 

the four is maldng a significant contribution to the Canadian economy, 
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the major producer of road transport not ton miles.ie tho intcrcity 

for-hire trucldng group. Probab1y this group could be considered 

the most important of aU and it l:Jill likely be affected by antici­

pated changes more so than any of the other three. This does not 

in any ... ·m,y depreciate the contribution being made by the other groups 

as they serve in their o't'm unique capacity. Rather, it emphasizes 

the l'ole of the intercity for-hire carrier. 

For-Hire Trucldng - 1972. Table nI indicates for 1972 

a projected 2900 billion net ton miles for the for-hire group, a 

14107 pel' cent increase over the 1963 figure. Further, the propor­

tion of intercity net ton miles produced by this c1ass of truck, if 

the projections 't'rere realized, 't'Jould increase from 7LL} per cent in 

1963 to 8204 pel' cent by 1972. 

Appendix XXXIX, sheet six, indicates that for-hire carrier 

revenue projected from a level of $818.9 million in 1963, could reach 

$1,76400 million by 1972. This 't"Jould be an increase of 115.4 pel' cent. 

other Factors. Whi1e the foregoing mathematical projec­

tions have been made on historical data, no t ... ·lO periods, or for that 

matter no t'l:!O years, are the same. Fluctuations in the economic 

grOl.'rth of the economy can effect change in the amount of trucldng 

sorvice demanded. Political, social and economic factors 1'Jhich are 

not presently ImOl.'m could aIl emerge and have a significant adverse 

or fa.vourable effect on the demand for truck ser'Vice. 
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Of the factors examined, lot us refer to those 't'Ihich 

could favourably affect road transport and aid it to compote more 

effectively. 

First, from a traffic point of vie't-] there are various 

factors 't'Ihich are favourable to road transport. This mode of 

transport enjoys a po't'rerful service advantage. It 't-Tas clearly 

evidenced in Chapter III, that demand for road transport in the 

short-haul field, and to sorne extent in the intermediate haul, has 

remained strong in spite of tho onslaught of competitive rates set 

by the rail1-Iays. In addition, 1"000 tl"ansport has made sorne progress 

in eJ~ending lengths of haul. 

While rail,-ray competitive rates may be extended in the 

future, as shOl"ID in Chapter II, the annual increase in railuay agreed 

charges :i.s diminishing. There i"Jill be a bonefit to ll1.tercity for­

hire trucldng by a limitation on the erosion of traffic by the 

further use of the raili"lays' economic pOl-roI' for rate-setting. Total 

road intercity net ton miles in 1962 and 1963 remained almost un­

changed. Houever, in 1964 and 1965 increases of 1600 and 6.0 per 

cent, respectively, uere experiencedo In addition, as stated in 

Chapter IV, i"Jithin the past year the rail1-rays have increased their 

rates on four occasions. Only a feu exceptions uere made, apart 

from statutory rates uhich are subject to Parliamentary controL 

Further, benefits 't'Jill accrue to for-hire trucking by 

the elimination of subsidies to the railuays, probably requiring 

further increases in railuay rates; by the possible participation 
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of trucldng in other subsidies, aiding them to be equally compoti­

tive in such situations; by e1.imination of "head-end" equipment from 

passenger trains, maldng traffic available for trucks; from the 

increased decentralization of industry; and from the possibility 

for representation at rail't'J'ay rate hearingso 

Second, from the vieupoint of regulation, if it is 

effected, Federal control of GÀ~ra=provincial carriers 't"Jill allOt"J' 

such carriers to participate fully in policies and practices laid 

dm'JIl for extra-provincial transportation. Also, they JII.ay recei ve 

full benefit irem research carried out by the Canadian Transpol~ 

Commission. Further, any relaxation of \"J'eight and length restric­

tions by the provinces 't'Jill aid both extra- and intra-provincial 

carriers 0 

Third, thera are various factors uhich uill facilitato 

operations and/or reduce costo Among them are the increasod use of 

piggybaclc and containers, 't'J'hore advantageous; the greater use of 

diesel and gas turbine p01'ler; the greater use of bulk-hauling 

equipment; improvemel1ts in shed and office equipment; more extensive 

management and employee training; eJŒension of reciprocity agreements; 

improvement and GJŒension of highlIaYs; the opportunity for leasing, 

if beneficial; and the possibility of a seven-day 8. 't"reek operationo 

In addition to the foregoing, t1:10 ove rail factors \'lhich 

"Jill further aid the motor carriers are the present fairly favourable 

financial position and the emergence of larger carriers. 
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Factors 't"J'hich could have an adverse effect 011 for-hire 

carriers include additional costs from labour and safety legislation; 

eJctension of raib-lay competitive rates and railt'1ay action from 

freedom in rate-maldng; and expansion of air cargo for longer dis­

tances. As pointed out earlier, the safety legislation has not yet 

bean passed and, also, long-ter.m benefits could accrue from it; 

the labour legislation has not yet been fully applied, so its effects 

cannot be properly assessed; railuay competitive rate-maldng has 

diminished from earlier years; and air cargo is just emerging from 

the embryonic stage. Further, air cargo could aid the short-haul 

carrier. 

Integration. Besides the advantages and disadvantages 

for motor carriers, there "Jiil be the third effect of integration 

or a blending of the modes of transport. Extension of this trend 

'tall take place by increased use of piggyback, interchangeable 

containers and further acquisition of truck lines by the railt-Iays. 

This integration of the various modes of transport 't"lould 

seem to be beneficial as each tends to perform the tasks in 't'Ihich it 

is most efficient. Nevertheless, if monopoly situations appear then 

there could be cause for concerna Therefore, Goven~ent should 

carefully observe developments in this area to ensuro that the com­

petitive situation is not ueakened to a lesser degree than l;lOuld seem 

to be desirable. 
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Conclusions. Ton mile increases cannot be attached to 

the foregoing factors. Nevertheless, the above enumeration suggests 

that there are many more favourable than unfavourable factors for 

intercity for-hire trucking. Therefore, 1-1hile the mathematical 

projection suggests that for-hire transport could increase from 

1963 to 1972 by aJ.most one and one-hal:f~ times, it may uell be eJe.­

ceeded unless an economic setback occurs. 

It l:10uld seem that intercity for-hire transport can gro'u 

from three asp0cts. First" from the economic grouth of Canada. 

Second, from a possible increase in the for-hire share of the total 

transportation market (if the United States motor carrier trend is 

follol"led, even though not equalled). Third, from the e1dstence of 

th0 favourable factors mentionedo 

Competition 't'Tith the railuays exists, and could, to sorne 

extent, become more pronounced l'uth th0 nml transportation environ­

ment. Therefore, if the suggested goals are to be attained, it 't'Jill 

be necessary for motor carriers to bend every effort for improvement, 

to talœ advantage of every opportunity available and to operate as 

efficiently as possible. 

Private Intercit;v Truclcing 

Private Trucldng - 197.2. Tablo XII indicates for 1972 a 

projected 5.5 billion net ton miles for the private intercity truclc­

ing group, a 28.0 p0r cent increase over the 1963 figure. H0\'1GVer, 
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if the above projection 't'lere realized, the proportion of intercity 

net ton miles produced by this class of truck 't'lould decrease from 

25.6 per cent in 1963 to 1506 per cent by 1972. 

other Factors. It t'1ould seem that the future of pri vate 

intercity trucldng is inex:tricably bound up uith inter city for-hire 

transport and that of rail transport 0 The ne'!:1 transportation legis­

lation 1-Till bring some intensification of competition bet,-reen the 

rail1-1ays and intercity for-hire ca.rriers, although, as pointed out 

previously, there has been e2dsting a significant competitive struggle 

bet't'leen for-hire trucking and the rail1-1ays. Any inte~sification of 

this competitive s'truggle, no matter hOt'1 small, ,-Till probably result 

in more attractive rates for shippers and could influence companies 

,'Jith private fleets to look tO't'rard for-hire carriers for transporta­

tion service. The object of increased use of competitive forces to 

control transportation, as contemplated by the Federal authorities, 

t'lould not seem to be one "lhich t-dll encourage expansion of private 

fleets because of competitive rate-setting. Thus the economic trans­

portation environment ,-Jill probably be less encouraging to future 

expansion of private truck fleets o 

It uas mentioned in Chapter l, that by 1965 private inter­

city truclcing had shm-ffi a small proportionate increase of the total 

Canadian truck population, reversing an earlier trend of decreases. 

It must be remembered, hO't'lever, that the nel'1ly-proposed transportation 

environment \-las not in effect in 19650 Only the immediate yearG ahead 



-264-

't'dl.J. unfold tho actual results from the contemplated changes men­

tionedo 

Further, more auareness by traffic ma.Tlagers of the pitfalls 

of private fleets may have a dampening offect on private trucldng. 

There 't"Jill probably also be a greator use of air cargo service over 

longer distances. This latter feature 't"dll be detrimental to long­

distance private trucldng but more so to for-h1re trucldng. 

On the other ha.'1d, there are other factors ,,[hi ch may favour 

an increase in private intercity trucking. One 't'rhich may encourage 

greater use of pri vate fleets "Jill bo the continuance of strikes and 

strilce threats in the for-hire trucldng and raih-Iay industries. Tho 

desire of shippers to have transportation service available "Ihen 

required méW influence fUl"ther acquisition and extension of private 

fleots. This ,'ras evidenced in the surveys made at the time of the 

for-bire carriers' strilee in Ontar'io in 1966. 

Some of the technological changes uhich "Jill aid private 

trucldng 't,Jill be the increased use of piggybaclq the use of contain­

ers, as cited in the case of Dominion Electrohome Industries; tho 

increased use of diesel equipment &Âd the adoption of gas turbino 

trucks for larger units; and an extension in the use of specialized 

bulk-hauling eq~pment. 

With the large range of conunodities it is no't'r possible 

to transport in bulle, it uould seem that companies Buch as those 

manufacturing and processing oil and oil products, chemicals and 
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chemical products, cement, fertilizers and sorne food products, to 

mention only a fe't';, will exp and their pri vate fleets.. If, hO't"lever, 

for-hire rates are sufficiently attractive, it could 't"Iell be that 

companies 't·rill encourage an expansion of c ontra ct, for-hire carriers, 

provicling specialized bulk equipment. 

In the innnediate years ahead, it 't"lOuld seem reasonable to 

expect that there 't,rill be an increase in the leasing of private 

fleets. This 't'rill release capital, eliminate maintenance, and allou 

management more time for other problemso In addition, highuay 

improvement and expansion 't·rill aid pri vate trucldng, as 't'dl1 any 

relaxation of 't"leight and length restrictions. 

Conclusions. l'Ihile it is difficult to attach any statis­

tical value to the factors enumerated above, i t 't'Iould seem that the;: 

2800 per cent mathematically-projected increase in private intercity 

trucldng 't"iOuld be a reasonable grO't"rth figure to expect. If national 

econornic grm·rth continues, and factors favourable to pri vate trucldng 

become more intensified, it m.ay even attain a 40.0 per cent increase, 

but, as mentioned, an intensification of the "rail-for-hire" struggle 

't'Jill probably be a major deterrent ta private fleet grm·rth. 

Farm Trucks 

The third segment of the inter city group is farm trucldngo 

Table XII indicates that farm truck net ton miles may increase 

from 005 billion in 1963 to 0.7 billion by 1972, or a 11)00 pel' cent 
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rise. In 1963 this class of truck produced about 3.0 pel' cent of 

the total intercity net ton mileso By 1972 the projection suggests 

a proportion of 200 per cent. 

Farm trucldng is extremely important in rural a.reas, not 

because of a large production of net ton miles, but rather from -~he 

convenience point of viet-r. Farm trucks enab10 rural dt-rellers to 

transport their produce to market and also, they frequently serve 

in the place of private passenger cars for transportation of persons. 

Of all the factors reviel"led in the pretious chapters, 

probably the abandonment of rail branch lines l'liU be the only major 

change '-/hich 't'lill effect an increase in farm trucldng. This effect 

t-lill be limited, hOt-lever, because of the large number of bran ch 

lines l:lhich are being protected from abandonment by the Government. 

'filO other favourable effects l:Thich may be experienced ,-lill be the 

increased use of diesel equipment and highvlaY improvement and expan­

sion. 

Possibly any major increase in net ton miles produced by 

farm vehicles ldll result primarily from ove raIl economic grm-rth. 

To anticipate a 0.2 billion increase in net ton miles, as mathema­

tically projected, t-1Ould not seem to be unreasonable, provided th0 

nation's grouth simulates its past pattern. 

Summary 

From our revicM, it l"lould appear that for-bire trucks l:1ill 
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increase their proportion of total intercity net ton miles. Further, 

it is quite lilcely that there could be more changes affecting this 

c1ass of truck than t'li11 affect the other tt'lo groups. lfui1e pri vate 

trucks and farm trucks are important, the for-hire group is p1aying, 

and t,Jill play, an important role in Canadian transportation. 

URBAN TRUCIŒNG 

In 1963 urban for-bire and pri vate trucldng accounted for 

1.9 billion net ton miles. Appenc1.ùt: XXXIX, sheet five, indicates a 

mathematical increase from the 1963 level to 3.4 billion in 1972, a 

79.0 per cent increase. 

Apart from intercity carriers, t'Thich perform some urban 

service, urban trucldng is en entity Ul1to itse1f. Competition does 

not emanate to any degree from other modes of transport but rather 

from \'ùthin the urban trucldng group. It is, hm-rever, a strongly 

competitive market for for-bire carriers, 1:ùth a large number of 

pri vate trucks being operated. Gr01.·rth in this segment t'muld seem 

to depend on urban grm-rth and, aIso, on overal1 Canadian economic 

grmrth. If economic conditions continue as predicted, the projected 

increase of 7900 per cent 1'1ould appear to be a reasonable possibility. 

CONCLUSIONS 

, An extensive examination of the Canadian Trucldng Industry 

has been undertclcen. A large number of factors have been eJaunined. 
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"lhile it is clifficult to deterrnine \'lhat might be the certain effects 

of the changes considered, su ch as the influence of passed and pend­

mg legislation, it is suggested that the industry at this point is 

sound. Competition bet, .. leen the raihmys and truck transport ,:liU 

continue and could 't'lell be intensified. On the other hand, there 

't,lill be some integration of these t't'IO modes of transport, as 't'leU 

as an integration of road transport 't,li th both the air and 't'Tater 

systems. 

vJhile large-scale changes may be effected gradually, some 

change t,lill appear in the profile of transportation by 1972, t'Ji th 

foundations laid for additional change. For the inunediate years ahead, 

't1ith the possibility of the various advantageous factors, and t'1ith 

the anticipated Canadian ecol1omic grm-rth, the opportunity t-Jill eJdst 

for the Canadian Trucldng Industry to continue to enjoy a period of 

expansion. 



Year 

1932 
1939 
1949 
1960 
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Appencli.Je l 

SURFACED, EARTH, AND TOTAL ROAD ~lILEAGES (HIGHVJAYS, RURAL 
AND URBAN ROADS) AND VEHICLE DEt~SITY RATIOS, 

CAN AnA, SELECTED YEI\RS~I-

~~otor Vehiclo 
Densi ty Pel' 1·ti.le 

Mileages of Sttrfaced Road 

Grave 1 
Pnvod and Other Eart,h Total All Commercial 

Thousands Nrnnbc3i.'" 

B.7 99.2 252.1 36000 1003 L4 
17.7 116.8 240.B 375.3 10.7 107 
29.B 15506 202.L:- 3B7.B 1204 3.1 
70.5 230.7 153.6 l:.54. B 17.5 307 
99.7 264.9 12B.l 492.7 IB.k. 3.B 

Pel' Cent Increase or Decrease (Rounded) 

1,046 167 37 79 171 

NOTE: ~E- 't'Jhile the Canada High't'lays Act lIas passed in 1919, 't'1hi.ch 
allotted $20,000,000 aid to road building, adjusted, comparable 
statistical data is, to date, available back only to 1932. Therofore, 
this is the first year ShOlJl'l in the table 0 The year 1939 is shm-m 
to indicate road mileage at the commencement of World War II. To 
aid road building, the Trans-Canaq,a High't'ray Act 't'ras passed in 1949. 
Therefore, the year 1949 is shOlm to indicate the road mile age at 
that point in time. The year 1960 is included because that uas the 
year of the second extension of the Trans-Canada Hight"Jay Act, the 
first one having talcen pla.ce in 1956. By 1960 a decade of building 
had talcen place under the Trano-Canada Highuay Act. Data for the 
yOm' 1965 io the 1atest available. Lvhile thoro are many other roads 
besides the Trans-Canada Highuay, this main road is tho coro of the 
high't'laY system. Thus, it has been used as a guide fol'" the so1octed 
yearso 

SOURCE: DoB.S o , Road and Street ~ti.leage and Expenditure, 1963, p. 6, 
and 1965; DoB.So, The Motor Vehicle, Part III, 1960 and 1965. 
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Appcn<llit: II 

MOTOR VEHICLE PRODUCTION AND NET EXPORTS AND IMPORTS, 
CANADA, 1904-19bP, 1941-1950, 1951-1960 AND 

INDIVIDUAL YEARS THEREAFTER TO 1965 

Production 

Passenger l-lotor Trucks 
Period Cars and Busses Total 

1904-1940 2,389,102 674,811 3,063,913 
1941-1950 1,014,286 1,328,934 2,343,220 
1951-1960 3,229,207 917,610 4,146,817 
1961 323,638 63,285 386,923 
1962 424,581 80,606 505,187 
1963 532,243 99,113 631,356 
1964 559,603 1l0,687 670,290 
1965 710,711 144,765 855,476 

Net Exports and Importa 

Passengor r-fotor Truclcs Not 
Period Cars - Net and Busses - Not Total 

1904-1940 E. L}69,274 Eo 290,567 Eo 759,841 
1941-1950 1. lP,679 E. 820,404 E. 779,725 
1951-1960 1. 596,508 E. 3,225 1. 593,283 
1961 1. 97,370 1. 9,359 1. 106,729 
1962 1. 82,781 1. l,.,805 1. B? ,586 
1963 1. 44,120 Eo 807 10 43,313 
1964 1. 54,213 Eo 8,781 10 L!-5,4.32 
1965 1. 58,617 E. 16,684 1. 41,933 

SOURCE: Motor Vopicle Mrulufacturers' Association, Facts and Figures 
of the Automotive Industry, Toronto, 1966 Edition, po 160 
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Appendix .. III 
(Sheot one of 
four sheots) 

:r-lOTOR TRUCK REGISTRATIONS, BY PROVINCES, 1920-1962 
(THREE~YEAR INTERVALS), ALSO 1964 JUID 1965 

Nova NOl'I 

Yoar Canada NO"l:lfoundland PoEolo Scotie. BrUllS"l:Jick Quoboc 

1920 30,313 51 1,300 679 ~.,069 
1923 54,235 99 1,999 1,185 8,974 
1926 87,182 125 2,989 1,626 15,018 
1929 155,639 568 5,828 3,518 25,982 
1932 157,200 762 6,740 3,624 27,411 
1935 172,774 787 7,597 4,624 28,153 
1938 220,109 1,125 9,309 6,18l~ 35,641 
1941 270,941 1,214 13,440 8,052 42,983 
1944 302,6u 1,471 14,583 9,103 48,471 
1947 424,307 2,137 20,502 1.3,727 71,369 
1950 615,598 4,453 3,615 26,860 18,818 102,689 
1953 819,593 8, 10!:. 5,~24 33,387 22,108 136,341 
1956 975,036 12,329 6,457 38,053 24,015 171,475 
1959 1,097,977 12,956 7,056 39,273 24,202 190,358 
1962 1,093,919 15,880 7,313 l:.o,807 24,799 212,481 
1964 1,162,692 17,796 7,379 40,502 25,978 228,127 
1965 1,205,457 17,820 7,8/.:.3 40,590 26,689 231,980 

British Yukon & 
~ Ontario l·fanitoba Saslcatchouan Alberta Columbia N.WoTo 

1920 16,204 1,500 1,500 1,500 ,3,500 10 
1923 28,612 2,222 2,086 2,191 6,842 25 
1926 39,012 L:-,674 8,686 4,362 10,661 29 
1929 64,562 8,246 18,671 12,482 15,7~0 52 
1932 63,888 9,190 15,292 14,293 15,933 67 
1935 69,256 10,250 18,636 16,353 17,023 95 
1938 82»634 16,055 24,791 21,221 23,005 141} 
19l:1 95,i:08 19,696 35,540 .28,876 25,539 193 
1944 99,190 21,660 L~,512 3L:-,690 31,b~63 468 
19L:-7 141,003 29,473 51,993 47,012 46,4.34 657 
1950 205,616 41,188 69,073 75,671 65,705 1,910 
1953 271,581 52,889 97,101 106,822 83,521 2,315 
1956 324:/093 60,875 110,291 120,190 105,173 2,085 
1959 385,088 66,280 ll7,383 135,229 ll7,333 2,819 
1962 322,888 71,076 128,591 150,727 115,996 3,361 
196L} 33 lh759 75,444 135,257 163,447 130,243 3,760 
1965 344,519 75,300 Ih3,557 169,379 143,927 3,853 
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Appendbc III 
(Sheet t'tiO of 
four sheets) 

NOTE: For 1920 the national figure 'tias originally ShO't"nl as 30,313. 
In 1934 the figure '"J'as restated and shm-m as 22;3100 Thio latter 
figure ,"ras the number sho1>Jll for Il Commercial Vehicles 0" The difference 
betueen 30,313 and 22,310 is accounted for by an elimination of thrce 
trucks from Prince Ed'"Tard Island and S ,000 from the 1'Jestern Provinces 0 
It appears that theB,OOO ,"ras an estimate made because the data '"lere 
not available from the four Western Provinces for the ycar 1920. If 
data for the four l'Jestern Provinces 't1ere not included, thcm the 
national total "l:JOuld be inadequatc 0 Based on national registration 
figures, it "l:Tould seem that the 8,000 "las a fairly representative 
figure to include for the four Provinceso Therefore, the figure of 
30,313 has been includcd in this Appendixo 

For 1947 there 't'Jasa diacrepancy of 1,302 bet't"Iecn the national total 
and the provincial figures 0 The t"l:10 have been made to agree 0 

For 1950, 1959, 1962 and 1963 British Columbia data include some 
busses but the number ia unkno't"ffi. Also for 1953 and 1956 sorne busses 
and other motor vehicles are includedo 

For 1953 and 1956 an eatimated 517 and 642 busses, respectively, 't'rere 
deducted from Nova Scotia data. 

For 1956 an estimated 4.,34~ busses 'tiere deducted from Ontario datao 

vJith the above changes, it is considered that the figures a.re as 
closely comparable as is possible uith the information availableo 

SOURCE: DoBoSo, The Highl:JaY, The Motor Vehicle and The Tourist in 
Canada, 1923 and 1924; The Highuayand The Motor Vehicle in Canada, 
1929, 1932, 1935, 1938, 1941 ~d 1944; The ~otor Vehic1e, 1947, 1950, 

"1953, 1956 and 1959; The r.fotor Vehicle, Part III, 1962, 1964 and 19650 



-273-

Appenfuc III 
(Sheet three of 
four she0ts) 

CALCULATION OF THE ANNUAL GEŒ-1ETRIC INCREl\.SE IN 
TRUCK REGISTRlI.TIONS, 1920-1944, CANADA 

Truclc Registrations 

1920 30,313 
1944 - 302,6ll 

Use formula y = a10 

y 
a 
b 

= Number of registrations each year 
= Number of registrations first year 
= One plus annual percentage increase 

~qpressed in deciw~ls 
= Number of ycars 

Solving for a: 
y = a~c 

30,313 
= 30,313 

Solving for b: 
y 

Substituting 302,611 = 30,313 b24 

= 302,611 
30,313 

Re arrange b24 

01" 

"VJhence 

log b24 = log 302,611 - log 30,313 
log b = log 302,611 log 30,313 

24 
log b = 5.l}80885 4.481629 

24 
log b = 0.4l636 
b = 1.101 

Annual geometric incl"ease - 10.1 pel" cent 

SOURCE: Data included in Appendix III, sheet one. 
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Appnnfu: III 
(Sheet four of 
four sheets) 

CALCULATION OF THE ANIIJUAL GEŒ-1ETRIC IrJOREASE IN 
TRU Cl( REGISTRATIONS, 1944-1965, CMJADfI. 

Use formula 
1'Jhere 

y 

y 

a 

Truck Registrations 

1941:- -
1965 -

302,611 
1,205,457 

= Nwnber of registrations each year 
= Number of registrations first year 

b = One plus annua1 percentage increase 
expressed in decnlals 

x = Number of years 
Solving for a: 

y 

302,611 

So1ving for b: 
y 

Substituting 1,205,457 
Rearrange ~1 

= ab'c 
= abo 

= 302.,611 

= abJt: 
= 302,611 b21 

= 1,205,457 
302,6U 

or log b21 = log 1,205,lI-57 
1'Jhence log b = log 1,205,457 

-

21 

log 302,611 

log 302,611 

log b = 6.081151 - 5.480885 

log b 

b 

21 

= 0002858l:. 
= 1.068 

Annual geometric increase - 608 per cent 

SOURCE: Data included in Appendi.x III, sheet one. 
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Appcnfu:: IV 
(Shoet one of 
three sheets) 

TONS OF GaODS HANDLED J) BY MODE OF TRANSPORT, 
'CANADA, 1963 

l-Iode .Total Tons 'Per Cent :l:ntercity Tons Pel' Cent 

MïlJions ï-lillions 

Rail 19405 21.,8 19405 2908 

Road 56804- 6307 34807* 5305 

Vlater 4508 501 4.508 700 

Air 01 01 

Oil Pipelines 6208 701 6208 907 

·Gas Pipelines 2002. 203 NIA 

TotéÙ 89108 

NOTE: ·:rFarm trucks are includedo 

SOURCE: DoBoSo D Transportation and Public Utilities 'Divisiono 
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Appencfur. IV 
(Sheet t"TO of 
three sheets) 

INTERCITY NET TON ~{[LES PERFOffi1ED BY EACH l·10DE OF TRANSPORT, 
AND PERCENTAGE SHARE OF THE l1ARIŒT, CANADA, 

1938, 1950, 1957, 1964 AND 1965 

Oil Gas 
Year Rail Road liTater Air Pipelines Pipelines Total 

~1illions of Net Ton rü1es 

1938 26,835 1,515 24,267 1 52))618 
1950 55,538 7,597 27))017 8 610 90,770 
1957 71,047 10,679 36,657 38 16,507 180 135,108 
1964 85,033 18,181 54,164. 64 28,027 15,307 200,776 
1965 $7,190 19,4ll 55,063 75 .' 29,881 16,955 208,575 

Percentage of r-1arket 

1.938 5100 209 46~1 -;~ 100 
1950 6102 80ll- 29.7 .. jE- 007 1.00 
1.957 5206 709 2701 -lt- 1202 002 100 
1964 4204 9.0 2700 ...:~ 14.0 7.6 100 
1965 U.8 903 2605 ~~ 14.3 801 100 

NOTE: -l~ 1/10 of one pel' cent or less. 

For oil and gas pipelines the years 1.950 ru1d 1957, respectively, 
l'Tere the first years for l'Thich statistics l1ere shO"tm. 

SOURCE: DoB.So, l"Jeek1y Bulletin, February 17, 1967. 
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Appendix IV 
(Sheet three of 
three sheets) 

INTERCITY NET TON ~rrLES PERFORMED BI EACH r.lODE OF 
TRANSPORT AND PERCENTAGE SHARE OF THE MAJUCET, 

CANADA AND UNITED STATES, 1965 

Canada United States 

Mode of 
Transportl Ton lfiles PeI' Cent Ton Niles PeI' Cent 

j·tillions :Hillions 

Rail 87,9190 4505 704,9600 4209 

Road 19,9411 10012 370,800 22.5 

l'Jater 55,063 2808 256,000 15.6 

Air 75 .03 1~910 01 

Oil Pipelines 29,9881 15.6 310,149 1809 

Total 191,9620 10000 1,6/:·3 ,9L~59 100.0 

NOTE: 1 Gas pipelines are not included in the United States datao 
Therefore,9 gas pipelines have been eliminated from the 
Canadian data for purposes of comparisono 

2 Inc1uded in the Canadian data is a small amount for farm 
tl~ucks. loJhile it is not availab1e separately for 1964 end 
1965, in 1963 farm trucks performed 500 million net ton miles. 

3 Less than 1/10 of one peI' cento 

SOURCE: DoBoS., '\'iTeekly Bulletin,9 February 17.'> 1967; Interstate 
Commerce Commission, Statement No. 6103, Table 1; and Transport 
Economics, January, 1966 and :r.lay.'> 1966. 
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Appendix V 

DISTRIBUTION OF TRUCK POPULATION DATA FOR 1963, 1964 AND TENTATIVE 
DATA. FOR 1965, CANADA., AND PROPORTIONS OF FOR-HIRE AND 

PRIVATE INTERCITY TRUCKS AS A PERCENTAGE OF 
THE TOTAL OF THESE TWO CLASSES 

1963 1964 1965 

Class Number Pel' Cent Number Pel' Cent Number Pel' Cent 

For-Hire 60,567 6.1 61,760 6.0 61,615 5.7 

Private 
Intercity 202,711 20.2 219,357 21.2 224,810 21.0 

Urban 403,092 40.3 4].0,365 39.7 434,655 40.5 

Farm 334,730 33.4 341,518 33.1 351,660 32.8 

Total 1,001,100 100.0 1,033,000 100.0 1,072,800 10000 

1963 1964 1965 

Class Nwnber Pel' Cent Nwnber Pel' Cent Number Per Cent 

For-Hire 60,567 23.0 61,760 22.0 61,615 21.5 

Private 
Intercity 202,7~l 77.0 219,357 78.0 224,870 78.5 

Total 263,278 100.0 281,117 100.0 286,485 100.0 

SOURCE: D.B.S., Transportation and Public Utilities Division. 
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Appendix VI 

PERCENTAGE DIVISION OF ROAD-RAIL NET TOI'J lULES OF THE ROAD-RAIL 
MARIŒT, 1952-1965!J AND ROAD-RAIL TONS, 1957-1963, CANADA 

Per Cent Per Cent 
Year Road Rail Total 

Net Ton Miles 

1952 li.5 88.5 100.0 
1953 1300 $7.0 10000 
1954 1402 85.8 10000 
1955 13.5 86.5 10000 
1956 li.8 88.2 10000 
1957 1300 8700 100.0 
1958 17.5 82.5 100.0 
1959 1705 8205 10000 
1960 17.4 82.6 10000 
1961 1907 8003 10000 
1962 19.6 8004 100.0 
1963 1800 82.0 100.0 
1964. 1706 82.4 10000 
1965 18.2 8108 10000 

~ 

1957 60.6 3904 100.0 
1958 64.5 35.5 10000 
1959 62.9 37.1 100.0 
1960 6206 3704 100.0 
1961 6L.,..9 35.1 10000 
1962 6408 35.2 10000 
1963 64.4 35.6 10000 

NOTE: Tons are not available on a comparable base for road transport 
prior to 1957 or after 1963. 

SOURCE: D.B.So, t'Jeekly Bulletin, February 17, 1967; D.BoS., Canada 
Year Book, 1957-1958, 1960 al1d 1961~; D.BoS., 14otor Transport Traffic, 
National Estimates, 1958-1963. 
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AppencWc VII 
(Shoet one of 
t't'ro sheets) 

CALCULATION OF THE ANNUAL GEOMETRIC INCREASE IN THE NUNBER OF 
AGREED CHARGE. CONTRACTS, CANADA., 1955-1965 

Use formula 

i'Jhere 

Solving for 

Solving for 

Substituting 

Re arrange 

or 

't'Ihence 

y 

y 

a 
b 

:le 

a: 
y 

95 
0 a 00 

b: 
y 

1,610 
blO 

Contracts at Yeer End 

1955 95 
1965 1,610 

= Contracts in effect each year 
= Number of contracts in effect in 1955 
= One plus annuel porcentage increase 

G1cpressed in decimals 
= Number of years 

= 95 

= e~c 

= 95 b10 

= 1,610 
95 

log b10 = log 1,610 - log 95 
log b = log 1,610 log 95 

10 
log b = 30206826 - 10977724 

10 
log b 
b 

-- 00]22910 
= 10327 

AlLnuel geometric increase - 32.7 peI' cent 

SOURCE: The Board of Transport CowlIlissioners for Canadél, Annual 
Reports, ottaua, 1955 and 1965. 
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AppencWl: VII 
(Sheot t't-ro of 
t,·ro shee-tis) 

CALCULATION OF THE ANNUAL GEOMETRIC INCREASE IN THE NUr..mER OF 
RAIUJAY SHIPPERS USING AGREED CHARGES, CANADA., 1955-1965 

Use formula 

\'1here 

Solving for 

Solving for 

Whence 

Shiwers Involved 

1955 352 
1965 2,595 

= Number of shippers each yeer 
= Numbor of shippers in 1955 
= One plus aru1ual percontage increase 

eJqJressed in decimals 
= Number of yearo 

= aIYt: 

= abo 

= 352 

log b = log 2,595 log 352 

10 

log b = 30414137 - 2. 5l:.6543 
10 

log b 

b 

= 000867594 

= 10221 

Annual geometric increase - 2201 per cent. 

SOURCE: The Board of Transport Conunissioners for Canada, Annuel 
Heports, ottavJa, 1955 and 1965. 
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AppendU~ VIII 
(Sheet one of 
t'tIO sheets) 

PERCENTAGE DISTRIBUTION OF REVENUE JI l'IA:mILL SMWLE, BY TYPE OF 
RATE, CANADIAN RAI1VJAYS, AT TWO-YEAR INTERVALS, 

1954~1964 AND 1965 

Type of Rate 1954 1956 1958 1960 1962 196L} 1965 

Percentag;es 

Class Rates 1~.08 3206 1009 706, 600 407 406 

Comme dit y Rates: 

Non-Ccmp0titive 5202 4305 4001 3406 3209 2906 2903 
Competitive 1605 2201 2400 2708 2703 2703 3004 

Agreed Cl1arges 600 1003 1403 1901 2209 2502 2503 
~ .. 

Statutory 
Grain Rates 1005 1105 1007 1009 1009 1302 100i:-

Total 10000 10000 10000 10000 10000 10000 10000 

NOTE: I-1u.ltiple rates and nuxed shipments have been distributed t-o 
appropriate categorieso 

SOURCE: The Board of Transport Commissioners for CaJ.1.ada, 't'laybill 
Analysis, Otta't'la, 1954-19650 
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Append.ix. VIII 
(Sheet tHO of 
t't'IO sheets) 

FREIGH'Il: REVENUE OF CANADIAN RAIL\'JAYS DISTRIBUTED BY TYPE OF RATE, 
ACCORDING TO THE 1'JAYBILL SAMPLE PERCENTAGE DISTRIBUTION, 

AT TVJO-YEAR INTERVALS, 1954-196l:- AND 1965 

Pel'" Cent 
Type of Rate 1951} 1956 1958 1960 1962 1964 1965 Change 

l·tillions - (Rounded.) 

Class Rates $129 $ 140 $109 $ 76 $ 61 $ 55 $ 56 -57 

C ommo dit y Rates: 

Non-Competitive 455 IJ.B3 400 343 336 341> 358 -21 
Competitive 144 245 239 276 279 320 372 +158 

Agreed. Oharges 52 114 11.:2 190 233 295 309 +h95 

Statutory 
Grain Rates 92 128 106 108 III 154 127 +38 

Total Revenue $872 ~il,110 $996 $993 $1,020 $1,170 $1,222 

SOURCE: D.B.S., Rail't'lay Fi.nancia1 Statistics, Part II, 1954---19(>5; 
and sheet one of this Appendix o 
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Appendix IX 
(Sheot one of 
t't-l0 sheets) 

TONS OF GOODS HANDLED BY CANADIAN RAIUJAYS, DISTRIBUTED BY 
CONMODITY GROUPS, Tt'JO-YEAR INTERV ALS, 

1952-1964 AND 1965 

Commodity Group 1952 1954 1956 1958 1960 1962 1964- 1965 

l1illions 

Agricultural '37.4 28.5 '3408 290'3 2607 25.2 '35.7 '30.'3 

Animals and 
Animal Products 107 200 201 106 107 105 1.7 1.5 

loti.ne 54.8 5107 78.4 59.9 65.5 68.2 8~.o4 9105 

Forest 1903 16.0 1900 1406 1500 1505 1706 18.'3 

îvlanufactures and 
Miscellaneous 4809 l~5.0 55.'3 48.0 49.6 50.6 59.0 6'3.6 

Total 16201 14'302 18906 15'304 15805 16100 19804 205.2 

NOTE: According to the D oB 0 S .. \'Jeeldy Bulletin, May 5, 1967, total 
raihlay tons for 1966 't'lere 213,966,818. This l'J'as an increase of 
403 pel" cent over 19650 A distribution of the tonnage by commcdity 
1-laS not gi ven 0 

SOURCE: DoBoSo, Cana.da Year Boole, 1957-1958, 1960 2-'I1d 1961:-; D.BoSo, 
RaihIay Freight Trnf'f'ic, Years Ended Docember '31, 1961:- and 19650 
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Appenllic: IX 
(Sheet t't'lO of 
t't'1Q sheets) 

PERCENTAGE. DISTRIBUTION OF RAIUJAY CARLOADS BY MAIN COMMODITY 
GROUPS AND BY TYPE OF RATE, CANADA, 1960 AND 1964 

Animals and 
Rate Agricultural Animal Products MinG 

1960 1964 1960 1964 1960 1964 

Class Rates Ll 009 1502 lL5 004 0.2 

Commodity Rates: 

Non-Competitive 15.3 1207 9.6 25.2 6808 53.8 
Competitive 807 lL4 6908 5205 25.4 1504 

Agreed Charges 609 505 504 1008 504 3006 

St atut ory 
Grain Rates 68.0 69.5 

Total 100.0 10000 10000 10000 10000 10000 

:t-Ianufactures and 
Rate Forest r·1isce11aneous Total 

1960 1964 1960 1964- 1960 1964-

Class Hates 003 100 6.1 501 3.1 2.7 

Commodity Rates: 

Non-Competitive 51.,8 2808 1706 15.0 35.4 25.2 
Competitive 26.2 3806 36.9 4200 28.0 28.6 

Agreed Charges 2L7 3106 3904 37.6 20.7 2702 

Statut ory 
Grain Rates 003 1208 1603 

Total 10000 10000 10000 10000 10000 10000 

NOTE: This l'TaS a special study for the l:Triter, dated June 27, 1966, 
made by The Board of Transport Commissioners for Canada, Ottm'la. 
This study i6 based on carloads, l;lhich is not as precise as tons, 
but it indicates the situation. Because of technical difficulties 
regarding multiple and mixed shipments" 1960 't'las the earliest year 
llhich could be exactly comparable "Ji th later years. 
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Appendix X 

REVENUE PER TON MILE, RAIL AND ROAD TRANSPORT, 
CANADA, YEARS AS SHOl"JN 

Year Rail Road 

Cents Index Cents Inde:)!:: 

1949 1026 100 NIA 
1950 1039 110 NIA 
1951 1036 108 NIA 
1952 1038 109 NIA 
1953 1049 liS NIA 
1954 1052 121 NIA 
1955 1046 116 NIA 
1956 1041 112 NIA 
1957 1052 121 7.3 100 
1958 . 1050 119 608 93 
1959 1.56 124 604 88 
~960 1052 121 606 90 
1961 1054 122 6.2 85 
1962 1.50 li9 6.3 86 
1963 lo4~ .112 6.8 93 
1964 1040 III NjA::!-
1965 1.48 117 NIA 

NOTE: i~ Not avai1ab1e on a comparable base to previous years. 

SOURCE: DoB.So, Canada Year Book, 1959, po 781; 1963-196l~, po 761; 
1965, p. 766; The Board of Transport Commissioners for Canada, 
Waybi11 Ana1ysis, 1964, p. 3; 1965, po 3; DoBoSo.5l 14otor Transport 
Traffic, National Estimates, 1958-1963. 
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ANNUAL ROAD EXPENDlTURES IN NILLIONS OF DOLLARS, BY ALL LEVELS 
OF GOVERliJUENTS, AND ANNUAL HOTOR VEHICLE REVENUES, 

ALL SOURCES, CANADA, 1949-1965 

Total l,lot or Vehicle Expenditures Per Cent 
Road Revenues - Over of Total 

Year Expenditures All Sources Revenues Exp enditure s 

Fuel 
Taxes Licenses 

1949 $ 319.1 $ 137.8 '. 58.2 &> 12301 38.5 .:p 
1950 331.0 155.1 6702 1080.7 32.8 
1951 399.L~ 178.5 73.7 147.2 36.8 
1952 475.6 196.9 81.1 197.6 4]..5 
1953 480.1 219.9 87.8 172.4 35.9 
1954 522.5 235.7 93.8 193.0 36.9 
1955 624.9 264.4 113.5 24700 39.5 
1956 783.3 295.0 127.8 360.5 46.0 
1957 862.2 34007 139.6 381.9 44.2 
1958 937.0 358.4 1l~6.0 432.6 46.2 
1959 1,021.0 376.2 162.1 l}82.7 47.3 
1960 1,067.3 396.2 172.2 498.9 46.7 
1961 989.0 l.:1:l.6 183.0 364.4 36.8 
1962 1,03105 47505 189.9 366.1 35.5 
1963 1,212.6 530.3 211.1 471.2 38.9 
1964 1,383.6 606.5 225.2 551.9 39.9 
1965 1,585.4 672.0 24507 667.7 42.1 

Total $14,025.5 $5,860.7 $2,377.9 $5,766.9 41..1 

SOURCE: D.B.So, Road and Street l·1ileage and Expenditures, 1963, 
p. 13, and 1965, p. 8; D.B.So, The Hotor Vehicle, Part IV, 1964, 
po 7, and 1965, p. 7. 



Appendüt: XII 

ARC AND POINT ELASTICITY 

Elastieity may be measured over a portion of the demand 
curve, ioeo, bet't'reen t1;10 points on the eurv0. This is re1'erred to 
as arc elastieityo It ID~y also be measured at one point on the 
curve, 't'lhich is point elasticity 0 This cau be measured geometrically 
as sho't'Jn in the Leftuich text (see l'e1'erencG belo't'l) 0 mule point 
elasticity results in the same elasticity cOGffieient for pricG 
increase or decrease, arc elasticity can result in different coef­
ficients, depending on uhether price is increased or decreased. For 
example, a different coefficient could l'esult from an increase in 
the price of sugar from 15 cents a pound to 17 cents, to that of a 
decrease in price from 17 cents a pound to 15 cents. Thus the 
formula: 

JlQ . LlP 
~ -;- -p-

is not completely adequate to measure arc elasticityo It is neces­
sary to take an average bet't'Je(;m the t't'10 points involved on the curve. 
Thus the l' ormula: 

may be usedo This formula may also be 't'frit,ten: 
D.G. • AP 

E -:: QI + G,a -;- PI + p~ 

This formula expresses the' change in quantity, divided by the SUffi of 
quantity one and quantity tuo, divided by the change in priee, 
divided by the sura of price one and price t't'1O. The elasticity is 
averaged over the arc. 

For a discussion of the subject see: 

Donald So v!atson, nprice Theory a..Y1d Its Uses li (Boston: Houghton 
lüfflin Company), 1963, pp 0 30~ 390 

Richard Ho Leftuich, uThe Price System and Resouree Al10cationll 

(Toronto: Holt, Rinehart and vJinston), 3rd. edo, 1966, pp. 33~h5. 
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(Sheet one of 
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LONG-RUN MARGINAL COSTS BY DISTANCE, RAIL BOXCAR AND TRUCK, 
UNITED STATES, FOR THE PERlOD 1952-1955 

Service Total 
Distance Truck Rail Costs Differ0ntial Rail Costs 

Nï1es C0nts P0r Ton I.fi10 

50 8000 6088 30]2 9 o 94-:'r 
100 6.00 3.60 1.72 5032 
200 4.80 1096 0098 2094 
400 3085 1.15 0063 1078 
600 3027 0.86 0053 1039 
800 3.24 0.72 0.43 1015 

mOTE: -l!- In th0 original t,hese. figures are out 0006 centso 

The above table is depicted in Chart II, sheet t,"JO, of this Appendix. 

SOURCE: John Ro l'-ieyers and others, "The Economies of Competition 
in the Transportation Industriesll (Cambridge, Mass o : Harvard 
University Press), 1959, p. 190. 



CHART II 

Appondbc XIII 
(Shoot tuo of 
t't'TO shoets) 

Long-Run ~rarginal Coots, Rail Boxcar and Truck, 
~V Diotancc, United Statos~ Period 1952-1955 
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Appendb~ XIV 
(Sheet one of 
three sheets) 

AVERAGE DIS'rANCES AND REVENUE PER TON MILE FOR r.1AJOR CATEGORIES 
OF COMM:ODITIES r.lOVED BY ROAD AND RAIL TRANSPORT, 

CANADA, 1963 

Food, Feed. Beverages and Tobacco 

Average Distances (Miles): 

L01"1 

Average 
High 

Revenue Per Ton Mile (Cents) 

Number of Times Rail Greater 
Than Road Average Distance 

Live stock 

Average Distances (Miles): 

L01"1 

Average 
High 

Revenue Per Ton 1-111e (Cents) 

Number of Times Rail Greater 
Than Road Average Distance 

Road Rail 

40 
95 

780 

5.1 

WJ 
104 
120 

8 

51 
761 

3,199 

0.84 

92 
1,017 
3,104 

2.7 



Crude Materials 

Average Distances (l{iles): 

10\"1 

Average 
High 

Revenue Per Ton Mile (Cents) 

Number of Times Rail Greater 
Than Road Average Distance 

Manufactured Goods (rnedible) 

Average Distances (Miles): 

101:1 

Average 
High 

Revenue Per Ton Mile (Cents) 

Number of Times Rail Greater 
Thau Road Average Distance 

SOURCE: 
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10 
15 

320 

601 

20 
83 

280 

Appendix XIV 
(Sheet tt'IO of 
three sheets) 

6.5 

16 
205 

3,479 

102 

4 
5LP 

2,993 

2.4 

Road Data: D.B .S., Hot or Transport Traffic by Commodities, Second 
and Third Quarters, 1963. 

Rail Data: The Board of Transport Commissioners for Canada, Waybill 
Analysis, 1963. 
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COMMENTS ON DISTANCES COMMODITIES ARE CARRIED BY ROAD AND RAIL 
TRANSPORT IN THE UNITED STATES 

The folloi'dng connnents, "t'J"hich i'J"ould agree i'uth the fore­
going data,' 1.'J"ere e:lct.racted from the work of :t-1a.rvin Lo, Fair and 
Ernest Wo 1-Jilliams, Jr o: 

.0' bituminous coal is seldom hauled more than 75 miles 
by truck, it moves 450 miles or more by rail; anthracite, 
a more valuable commodity, may move as much as 130 miles 
by truck, but it moves beyond 600 miles by rail; iron 
and steel s:iJct.h class, vlhich includes ingots, pigs, slabs, 
blooms, and billets may move beyond 200 miles by truck, 
but by rail it l'ull sometimes move to distances exceeding 
1,000 miles; iron and steel fifth class, which is more 
valuable per ton and includes such primary mill shapes as 
shot, plate, and structurals, i'ull move up to 350-400 miles 
by truck and almost limitless distrulces by rail; finally, 
high-class articles rated second class and ab ove are capable 
of moving up to full transcontinental hauls by either rail 
or truck. 

SOURCE: !·1arvin L. Fair and Ernest Vi. Williams, Jr 0' "Economics of 
Transportationll (Nel'l York: Harper and Brothers), Rev. Edition, 195.9, 
p. 3340 



-291.:·-

Appsnd:bc XV 
(Shoot one of 
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DISTRIBUTION OF TONS OF GaODS HANDLED BY ROAD 
AND RAIL TRANSPORT" CANADA, 1963 

High-Va1ued Commodities: 

Food, Feed, Beverages and Tobacco 

Live stock 

Hanufactured Goods (Inediblo) 

Total. 

Ratio Road to Rail: 

LO't°l-Valued Commodities: 

Crude ~Taterials 

Ratio Road to Rail: 

SOURCE: 

34,015,000 

2,714,000 

127,385,000 

l64,1l4,OOO 

11.:.6,120,000 

66,LfJO,000 

500,000 

49,200,000 

116,100,000 

78,I.IJO,000 

Road Data: DoBoSo, l·Totor Transport Traffic, National Estimates, 19630 

Rail Data: DoBoSo, Rai1uay Freight Traffic, For the Year Ended 
December 31, 1963. 
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AVERAGE DISTANCES TONS OF HIGH- AND LOl1-V ALUED C01~fODITIES 

\"JERE CARRIED BY ROAD TRANSPORT, CANADA, 1963 

High-Valued Commodities: 

Average Distance Pel" Cent ~ 

Up to 100 miles 5802 95,500,000 

100 to 200 miles 4003 66,200,000 

Over 200 miles 105 2»414»000 

Total 10000 164,114,000 

L01:J-Valued Commodities: 

Average Distance Pel' Cent ~ 

Up to 100 miles 9301 l~·3 ,340 ,000 

100 miles and ovel' 109 2,780,000 

TotaJ. 10000 146,120,000 

NOTE: vJhile a small amount of grain 't'las handled by intercity trucks 

it lIas included 'l:1ith cereals and, thus, it 't'ms not possible to separ­

atc these various commodities in the food, feed, beverages and tobacco 

category 0 It has been included in the high-valued groupo HOï.IeVer, 

the bias lTOuld be insignificant 0 

The distribution by avera.ge distance has beell arrived at by tabulating, 

on a distance basis, tons of indi vldual cOlJlJnodities shoun in the Uotor 

Transport Traffic quarterly publicatioDo Aftel' the p8rcentage diotri­

bution 't·ras arrived at it uas applied to tho total tonnagoo 

Because of the large ~ount of very Shol~-haul traffic there is a 

tendency for average distance to be reduced to fairly lou levelso 

Nevertheless, even for trips over fifty miles, for the high-valued 

groups of cOJl1.modities» only tuo commodities averagod more than 400 
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milos - tobacco, 440 miles, and meat and meat proparations, 780 
miles 0 Four commodities averagod 300 or more miles - fruit, 320 
miles, vegetables, 320 miles, miscellaneous food, 360 miles, and 
inediblo end products, 300 mileso Th0 other t'l;Tent,y-si2:: commoditios 
averagod from seventy miles up ta 290 miloso 

SOURCE: Th0 tonnage data is tal!::en fro!!! sh0et ona of this Appsnd.:Ut: 
and average distance distribution from DoBoSo, t·lotor Transport 
Traffic by C02!Eodities, Sgcond and Third Qu,arters, 19630 



-297-

Appen<Ülr XV 
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AVERAGE DISTANCES TONS OF HIGH- AND L01'f-VALUED C01-1UODITIES 
ltJERE CARRIED BY RAIL TRANSPOHT, CANADA, 1963 

High-Valued CCTIillloditioo: 

Average Diotance 

Up to 100 miles 
100 to 200 mileo 
200 to 400 miles 
Over 400 miles 

Total 

Lou-Valued CO!ill11odities: 

Average Distance 

Up to 100 miles 
100 to 200 miles 
200 to 4DO miles 
Over l:DO miles 

Total 

P01:~ Csut 

2208 
2l~o7 
703 

4502 

2,438,100 
2l,2l~))300 
19,620,900 
72,794,700 

116,100,000 

17))8'75,200 
19,364,800 

5))723,200 
36,436,800 

NOTE: Commodities moving undel" statut ory grain rates are included 
in the lou-vaJ..ued groupo 

To arl?ive at the p8rcsntage distribution, the tonnages of high-valued 
and 10't'J~iTaluecl ccmmocütios 'tIGra tnbulatsd ou ml a.verage distance ba.sis 
as shoua in the 1:Ja.ybill .li.nalysiso The percentage figuros uers then 
applisd to tota.! tons 0 

SOURCE: Ths tonnage data :i.s takon trom shset one of this APP8Udix and 
average dista~ce data from The Board of Transpor~ Commiosioners for 
Cana.da, l"!aybill fI..nalysis, 1963 and 1964. 
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AppendL"t XVI 
(Sheet one of 
threo sheets) 

Certain Vancouver companies uere approached to ascertllin their 
shipping pattemso li'olloi:rl.ng i:J'ere the findings: 

l-iacUi.llan Bloedel ~ Ltdo: 

:t·iacMillan B10edel IDmlufactures "rood products. An agreed charge uas 
signed "rith the rai1uays to ship ninety pel" cent of their plyt'rood, 
shingles, particle boa.rd and similar products by rail. One hundred 
pel" cent of their ne't"rsprint is shipped by raiL Host of the local 
shipments, say, from 200 to 300 miles, are talcen by truck and sorne 
shipments are made by truck as far as \'Jinnipego Hm-lever, on an 
interprovincial basie, only ten pel" cent moves by trucko 

li'ollmring is a comparison of rail and road freight rates 0 \'lliile a. 
truck rate is shmm. for Toronto, very seldom, if ever, ie road 
transport used for su ch shi~~0ntso 

Vancouver to: 

Calgary 
Edmonton 
Regina 
l'Jinnipeg 
Toronto 
Saint John, N oBo 

Hate Pel" Hundred Pounds 

$0 0 72 
0085 
1015 
1.49 
1064 
1072 

Theee rail rates app1y 
for 40,000 pounds. See 
page t\"lO of this Appc:md.i.Jt: 
for volt une discounts. 

:pooao 
0090 
1020 
1053 
1074 

Roe..d shipmenJijs 
are limited to 
a mrodmum of 
44,000 poundso 
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For the above rail rates the follo't"ring volume discounts are 
effective: 

Vancouver to: 

Calgary ) 
Edmonton ) 
Regina ) 

Cent Reduction 
Pounds Pel" Hundred Pounds 

50,000 2 
60,000 2 
70,000 :3 
80,000 :3 
90,000 2 

100,000 2 

Vancouver to: 

Winnipeg ) 
Toronto ) 
Saint John, NoBo) 

50,000 B 
60,000 2 
70,000 :3 
80,000 4 
90,000 2 

100,000 2 
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B.C. Sugar Company, Ltd.: 

Appendix XVI 
(Sheet, three of 
thres sheets) 

This Company manufactures aU types of sugar and sugar products 0 

From Vancouver, it ships yelloi"I and fancy sugars as far east as 
Ï'fanitobao Primarily this Company ships by rail. The traffic 
manager does not have truck rates available. Follm"Jing are the 
rail rates, "t"1hich are under an agreed charge: 

Vancouver to: 

Calgary 
Edmonton 
Regina 
\'linnipeg 

Rate Per Hundred Pounds 

$0.96 
0.96 
1.53 
1065 

The To Eaton Company, Ltdo, The Hudson's Bay Company, 
-Vlood"t"rard's, Ltd. , alld Eleven Other Companies: 

These fourteen companies have a pool car arrangement under "t"rhich an 
agreed charge uas signed. The rates l'Tere not made available to the 
l'1l'iter, but it "t'Tas stated that the trucldng operations do not even 
bid on the traffic moving from Eastern Canada to Western Canada. 
The merchandise aIl moves by rail. 

For distribution of merchandise in British Columbia, Alaska, the 
Yulcon and the North West Territories road transport is used to a 
large extent o 
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TRANS-CANADA HIGHVJAY ROAD MILEAGES 

Windsor. Ontario to Victoria, B.C.: 

'Ir/indsor to London 
London to Toronto 
Toronto to Sudbury 
Sudbury to Fort William 
Fort William to 'lrilnnipeg -
Winnipeg to Regina 
Regina to Calgary 
Calgary to Vancouver 
Vancouver to Victoria 

Windsor, Ontario to Halifax, N .S. : 

Windsor to Montreal 
Montreal to Halifax 

Trips Bet'T:leen the Toronto-London Area 
and the Winnipeg-Calgary Area: 

Trip 
1-files 

120 
124 
244-
626 
437 
358 
470 
675 
70 

560 
B44 

Bet'Trleen 1;307 miles and 2,259 miles. 

Cwnulative 
Total 
!vliles 

120 
244 
4BB 

1,1l4 
1,551 
1,909 
2,379 
3,054 
3,124 

560 
1,404 

SOURCE: The above mileages have been extracted from road maps uhich 
are produced by Rolph-ClarIc-Stone, Limited, Toronto, for Texaco 
Company of Canada, Limi ted, and Shell Oil Company of Canada. 
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A BRIEF OUTLINE ON THE l·1ACPHERSON ROYAL Cmfi.USSION 
AND SUBSEQUENT GOVERNMENT ACTION 

INTRODUCTION 

In the post~~mr period a number of labour dispute settle­
ments and material price increases resulted in considerable increased 
expense for the rail't']ayso Follot'Jing these settlements, horizontal 
or across~the ... board freight rate increases 't"leI'e put into effect. In 
the fall of 1958, a non ... operating employees 1 labour settlement 't'ms 
effectedo To meet the cost of this and other settlements, a sevon ... 
teen pel' cent freight rate increase 't·ras authorized. l The 't'Jestem and 
Haritime Provinces appsaled the increase to the GoVel""ilOr in Councll. 
The appsal '!:1aS dismissed but on November 26, 1958, the Federal 
Government indicated its intention to have the subject of freight 
rates revieuedo 

A freight rate Il freoze ll t'Jas imposed on r.larch 2l~J) 1959,2 
and on l-Iay 13, 1959, the l·IacPherson Royal Commission 't'Jas appointed 
to investigate rail't'my matterso3 In July of that same year the Freight 
Rates Reduction Act 't"las passed. l:, Its purpose uas to roduce the seven ... 
teen pel" cent freight rate increase to ten pel' cent, 't'Jith the difference 
being bOl~e by the Federal Gover.nment o In April 1960 tho Gover-nment's 
portion 't'Jas increased fram seven to nine pel' cGnto 5 The Commission's 
report comprised three volumes 0 They ,']ere released in 1961 and 19620 

PRIN CIPLE S 

Four sound principles 't'Tere used by the I·lacPherson Conmussion 
uhel1 maldng its recommendations. First, that there should bo a 
minimum of regulation, applied equally to a.ll forms of transporto 
Second, that there should be a rationalization of rail plant ~ld 
services. Any uneconomic service continued in the public interest, 
should be paid for from public fundso Third, that no form of transport 
should be singled out for national policy and, if so, sufficient 
compensa.tion should be advanced to that modo of transport to prevent 
any upset in the competitive transportation marketo Fourth, any subsidy 
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paid to assist a shipper or raglon should be applicable to al! ~orms 
of transport,? and not disguised as a subsidy to transportationo 
These principlea had as their objective the use of competition to 
the greatest e2~ent possible for gover.ning transportation services 
and the treating of all modes of transport in the same mannero 

RECŒ-IDiENDATIONS 

The follouing 't'J'ere the main recommendations made by the 
Commission 0 

Branch Line Abandonments 

The Commission stated that there should be a rationaliza­
tion of rail plant 0 One e2œerpt fram the Commission' s report ia as 
follo1"IS: 

00 oit io apparent that the nation must nO't'T face the 
fact that the railuay branch line netuorks are no 
longer vital to either the 't'lell-being of the com ... 
munities on the branch line or the larger societYoooo7 

Using Canadian National Rail1'lay data for the period 1956-
1959, the Commission found that branch lines comprised fort Y per 
cent of trackage but contributed only 404 per cent of gross ton 
miles 0 From data available it 1"laS concluded that the sarne pattern 
e2dsted on the Canadian Pacifie Rail1'lay 0 The Commission considered 
a line 't·rl.th less than 100,00'0 net ton miles or 200,000 gros El ton 
miles per mile of track per year 't'lould lose money 0 !'ianagements of 
the tuo large railuays said there uere about B ,600 such miles of 
track - about 4,300 on each raihrayo 

The Commission stated that in 195B, mEintenanco of 8,600 
miles of track uould cost $1300 million annual1yo The recommendation 
uas made that an annual grant of $1300 million be provided to com­
pensate the raihrays for losses incurred on lines in operation uhich 
'l:,hey planned to abandon but uhich the Board of Transport Connnissioners 
felt should be cantinued for a period of timeo A rationalization 
plan uas set out by the Commission and the adjustment period recom~ 
mended uas fifteen yearso B 



) 
-304-

Appencllic XVIII 
(Sheet three of 
fifteen sheets) 

Uneconomic Passenger Services; Non-Compensatory 
Statutory Grain Rates; and Statutory Free Transportation 

Passenger Services. The !·1acPherson Commission pointed 
out that the private automobile, the bus and the aeroplane had made 
inroads on rail't'ray passenger serviceo It stated: 

ooosufficient evidence 't'ras brought before us to malte 
it abundantly clear that the competition for passenger 
business from airlines, bus lines and private passenger 
cars has rendered the rail~my passenger business as a 
~rhole unprofitable and a burden ~rhich at present must 
be borne by the users of rail freight servicesooo09 

and 

oooTherefore, our conclusion is that the railways must 
eventuaUy't'Iithdral.'r aU uneconomic rail passenger 

. b . t t t· lirni' t t· 10 ser~ces, su Jec 0 000 kme a ~onsooo 

Rail't-ray managements felt a five-year adjustment period 
't'Jas necessary 0 The Commission made a recommendation of maximum 
payments on behalt of uneconomic passenger service ranging from Il 
$6200 million in the first year to $12.4 million by the fifth yearo 

Statutory Grain Rates. Arter e~densive studies on 
statutory grain rates, the Commission concluded that an economic 
burden 't'las being placed on the rail't-rays because of the fact that 
statutory grain rates 't'J'ere not compensatory. It 't'ras found that in 
1958 there 't'ras a short-fall of revenue under variable costs of 
about $600 million. Further, it recommended that a reasonable con­
tribution to c~stant cost, by the Federal Government, 't'J'ould be 
$1603 milliono 

Statutory Free Transportationo It 't'ms suggested by the 
Commission that the rail't-.rays be compensated for any statutory free 
transportation l:lhich the la.1'1 compeUed them to provide.13 
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For greater flexibility in rail rate-maldng.ll the 
MacPherson Commission recommended that rail rates be effective on 
the date umch they are filed 't'Jith the Boardo It uas also reCOlil"'" 
mended that the regulatory authori ty ahould be charged 't,Ji th the 
responsibility of controlling the upper and 101"Jer limits of railuay 
rates, aided by the most efficient costing section possibleol4 

r,1inimum Rateso The Commission felt that the minimum 
rate level for a11 modes of transport should be the long-run marginal 
cost - the cost for an addition al unit of service over a su.t'ficiently 
long period of time.ll uhich uould 8,110't'1 management to adjuot pIv..nt 
and investment to the requirements of the movemento l 5 In regard to 
rail1 .. ra.y minimum rates, the Commission stated that out-of-pocket 
(direct) cost should be the minimum level because the railuays are 
only able to adjust very slouly and a competitive environment is 
desiredo In relation to minimum truck rates it 't'ras felt that com­
petition uould control the situatiollol6 

I·laJdmum Rateso 'Vlhile it 't'ras recommended that competition 
should e1dst to the greatest extent possible, it 't'ras recognized that 
there 't1ere still some captive shippers on the rail't'Jays Ol~, in other 
l'lords, areas of significant monopoly eJdstingo It lIas felt that in 
such situations rate control 't'las necessary to ,protect the shippero l 7 

For m.aJdmum rate control, it "t'ras recolIù1lended that such 
rates be based on the long-run variable cost as deter.mined by the 
Board of Transport Commissioners plus 150 per cent of such costo A 
,'reight of 30,000 pounds 't'las judged to be the lcey ,'might upon "lhich 
to base a maximum rate becauae this 't'lould be the: ,'might of the unit 
load of the truck for its optimum rateo Because the truck had been 
the instrument 1:1hich hnd eroded auay the rail monopoly)) it ,'ras felt 
the 30,000 pound ueight "lould be reasonableo The Cormssion stated 
the Board 1:1ould have to constantly revieu its definition of variable 
cost in the light of changing conditionso The decision to have 
captive shipper status applied l'lould be undertalœn only after appli­
cation 't'las made by the shippero It 1:IOuld be necessary for him to 
fo11m'; the procedure outlined in order to malœ his claimol8 
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For maJdmum rate control of truclcs the Commission felt 
that there should be a concentration upon regulation of truclt opera­
tions, based upon the bast Imouledge possible, and 11ith freedom of 
entry into the Industryo It 't'las felt that a competitive environment 
uould result 't1hich 't'lOuld provide servicei't'Jith a normal return to the 
investor and also the necessary controlo 9 

r.laritime Freight Rates Act 

The r,TacPherson Commission recommended that, except for 
NeufouncllandJ) intra-Haritime subsidies paid under the I-1aritime Freight 
Rates Act be eliminated as it UBS the original intention to expand 
the market outside the r,laritimes and the intra-l1aritime subsidy uas 
not accomplishing the original objectiveo 

It 't"Jill be noted from the information belot'l that in the 
yea:s." 1965 about seventy-five peI' cent of railuay carload traf'fic 't'Jas 
intra-Maritime traffico 

DESTINATION REGIONS OF CARLOAD TRAFFIC ORIGINATING 
IN THE r·1ARITll·1ES, AND CLASSES OF RATES 

INVOLVED, CANADA, 1965 

Rate 

Class 

C cmmo dit y: 

Non=Competitive 
Competitive 

Agreed Charges 

st atut ory 

Total 

r.laritime 

67 

813 
7/:1 

585 

2, 206 

Destination Region 

Central ~vestern 

LW. 

266 5 
108 1 

304· 8 

719 14 

Total 

108 

1,08l:-
850 

897 

2,939 

SOURCE: The Board of Transport Commissioners for CanadaJ) vJaybill 
Analysis, 19650 
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It tms also recommended that those rate reductions made 
on traffic moving out of the Maritimes should apply to traffic 
transporled by all modes of transport 0 It 't'ras considered that this 
"las a device to aid the 14aritime shippers and not the rail't'rays. 
Thus it 't'laS held that the shipper should have access to any mode of 
transport and still receive the benefit of the subsidYo 20 

East-1'Jest nBridgeU Subsid"v 

The "Bridge" Subsidy, 't'lhich 't'Tas a payment by the Federal 
Government for the reduction of f'reight rates on traffic (both 't'rays) 
over l'Jorlhern Ontario, amounted to $7.0 million annually. It 't'ras 
concei ved to lessen the burden of the east and 't'Test long-hauls of 
freight for the Western Provinces. 

The Commission stated that this subsidy discriminated 
against ,'rater and road ·transport, gi ving rail an advantage; that the 
subsidy applied only to class and non-competitive cornmodity rates; 
that it discriminated against other regions such as British Columbia; 
and that substantial economic gro't'rth had been evidenced in the 
Norlhern Ontario region since the subsidy uas instituted. It "t'Tas 
felt that the subsidy should be abolished021 

Freight Rates Reduction Act 

It 't'ras reconnnended that the "roll-back" subsidy of' $2000 
million annually under the Freight Rates Reduction Act should be 
eliminated and the rates then presently effective for the shippers 
should stand. The subsidy "t'Tas a manifestation of' public policy 
burdens of another era ,'rhich 1'J'ere placed on the railuays. The burdens 
1'1ere to be alleviated· by other reconnnended subsidies.22 

Feed Freight Assistance 

The movement of' feed grains and certain other feed products 
f'rom the Prairie Provinces to Eastern Canada and British Columbia 
,'ras recei ving a Federal subsidy to assist in their transportation. 
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Under Order in COUlleil P.C. 8067, of October 20, 1941, the subsidy 
11B.S commenced for freight assistance on 't'lheat, oats, bar1ey, rye, 
bran, shorts, middlings and No. 1 and No. 2 feed screenings, trans­
ported by l'ail or boat fram Port Arthur, Fort 1'Jilliam or Armstrong 
to Eastel'"il Canadian destinations, if feed t'lere used for live stock 
or poultry before July l, of the follo't'Jing year. Payment 't'Jas $4.50 
a ton from the Lakehead to just east of 1·10ntreal. East of that, 
the rate 't'TaS higher. Under Order in Council P.C. 1958-1628, 
November 27, 1958, the assistance t'Jas e:2t'tended to British Columbia. 
The payment is made from the Appropriation Fund and is paid directly 
to the miUers, being passed on to the consumer in the form of 
10't'1er prices. 

In 1961 the Feed Freight Assistance Subsidy totalled 
$19.0 million. Approximately $17.3 million t'Jas paid to feed dealers 
in the si:lt: Eastern Provinces and $1.8 million to dealers in British 
Co1umbia.23 

One of the major criticisms 1evelled by the Commission 
t1as that the feed grain assistance did not apply to grain trans­
ported by trucks. Thus trucldng t'las being placed at a disadvantage 
from a competitive point of vieu. Recent1y the feed freight assist­
ance t'Jas extended to shipments of feed grain transported by truck 
in Eastern Canada. This does not, houever., apply to trucks in 
vJestern Canada. The Canadian Trucldng Associa.tions, Inco, felt 
that the Canadian Wheat Board 't'ms the obstacle as it "Jas afraid 
that application of the subsidy to trucks 't'Fould jeopardize grain 
marketing schemes.24 

Other Recommendations 

Some additional recommendations t'lere, first, that provin­
cial regulation of trucldng in regard to Bafetyand performance be 
coordinated and that full freedom of entry of firms into the trucldng 
industry be facilitated. Second, a national transportation advisory 
council and an improvement in transportation statistics lIere reccm­
mended. 'l'hird, there 't'ras developmental assistance recommended for 
Neui'oundland, in the form of hight'Tays and bulle grain st orage 
facilities. Fotu'th, it 't'Tas recommended that there be a freedam of 
entry of the rail't'Tays into the trucldng industry. 25 
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~fuile the MacPherson Commission report 't'JaS handed dOl'm 
in 1961, because of a çhange in gover.nment and other attendant 
problems, Bill C-120 ,26 a Bill to implement some of the major 
reconrrnendations, l;Ias not introduced by the Minister of Transport 
until September 14, 19640 

In February 1965, the Honourab1e J .W. Pickersgill, 
11inister of Transport, in referring to Bill C-120 before the 
standing Committee on Rail1'Iays, Canals and Telegraph Lines, said 
that after first reading of the Bill in 1964, it appeared that 
little progress l'lOuld be made in the Sunnner and Fa.U of 196L~. He 
said he had cliscussed the subject 't'rl.th a "number of partiesn, and 
the second reading and debate 't'rere dispensed 't'lith. He stated that 
the Bill 't'TaS "technically Idlled" by an amendment and, thus, it 
had been sent to the Standing Commit tee. 'R.he purpose 't'las to hear 
representations from the public. He further said that a ne\-I bill 
't'Iould be presented in the next session of Parliament and he l'las 
mainly interested in obtaining ideas. The Minister also stated 
that in dral'Iing up the Bill, the Commission' s recommendations 't'lere 
broadly accepted uith a fe't'l modifications. 27 The four main subjects 
of the Bill uere raill'Jay pricing, statutor~ grain rates, passenger 
service and rail bran ch line abandonments. 8 

Bill C-120 contained the follmIing main recOlIDUendations 
made by the Commission. First, that ~il3.0 million a year be set 
aside for fifteen years to compensate the railways for uneconomic 
branch lines. Second, that passenger train ser'vice subsidies, as 
set out in the Commission's report, be paid to the Canadian Pacific 
Rail1:lay and Canadian National Raillvays during the five-year ad just­
ment periode Also, passenger subsidies 't'lere added for other ra.ill'lays. 
Third, that yearly payments be made on behalf of statutory grain 
rate traffic to the eJŒent of any deficiency in variable cost and 
~)7.3 million and :t>900 million be paid to Canadian National and 
Canadian Pacific, respectively, on behalf of constant cost.29 

For minimum rate control the provision l'TaS made that all 
rates should be compensatory. A compensatory rate 't'las considered 
one uhich l:lOuld exceed the variable cost of the movement of traffic 
as detenrrined by the Board~ While the Commission recornmended out­
of-pocket costs as the minimum rate level, Bill C-120 "JaS very broad 
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in stating that all items and factors as prescribed by the regula­
tians of the Board 'l .. ,ould be relevant in the determination of 
variable cast. Cast of capital "J'as ta be based on the cast of 
capital ta the Canadian Pacifie RaibJay.30 The established rate 
level 't'Jas ta be that of the rates in effect under the Freight Rates 
Reduction Act.3l 

For ~dUnum rate control the broad principle of the 
Commission' s recommendation 'I:Ja.S adopted, i 0 e 0' variable cost plus 
150 pel' cent of the variable cast. It 't-Jas confined, houever, ta 
only those shippers uho 't"Jould have no other means of transport 
availableo Under the Commissionls recommendation any captive shipper, 
even in a competitive territory, could apply and receive captive 
status. Also for 't'reights of 40,000 or more pounds in a carload, an 
incre.asing percentage reduction on a graduated scale 't'ras ta be 
applicable to variable cost.32 

There 't'ras provision in Bill C-120 for trucldng companies 
ta receive piggyback rates equal ta those of rail't1ay trucldng 
companies and a"1.so a provision for the elimination of the "Bridgell 

Subsidy. In addition, the r·iaritime Fl.~eight Rates Act uas ta be 
extended, rates 't-rere to be compensatory for Gover-mnent mail and 
protective forces, and the Canadian National-Canadian Pacific Act 
uas ta be repealedo33 

BILL C-231 

On August 29, 1966, the Honourable Mro Pickersgill 
introduced Bill C-231 in a second attempt ta implement the major 
portion of the MacPherson Commission's recommendations and also ta 
set up an overall body of control for ~dra-provincial transport. 

The Bill 't1aS referred ta Special Committeeo After hear­
ings of interested parties, debate in the House of Commons, and after 
certain amendm<mts 'I:Jere made, the Bill uas passed by the _ House on 
January 27, 1967. It received Royal Assent on February 9, 1967. The 
Act is referred ta as the National Transportation Act and is entitled: 

An Act ta define and implement a national transportation 
policy for Canada, ta amend the Raihlay Act and other Acts 
in consequence thereof and ta enact other consequential 
provisions .3i\-
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The main objective of the ne1rJ" Act is to set up a national 
transportation policy "t'1hich will malee the most efficient use of 
each mode of transport at the least possible cost t.o the llationo 

The body of control set up under the Act is to be called 
the Canadian Transport Connnission 0 It is to be composed of not 
more than seventeen members, appointed by the Governor in Council. 
Provision is made to merge the :gresent three bodies "tvhich control 
rail, air and uater transport.35 

The Act provides for the ne"J" Commission to control 
interprovincial rail, air, uater, and connnodity pipelines, other 
than those transporting oil and gaso There is also provision for 
control of motor transport in extra-provincial service sh0gId the 
Governor in Council decide that such action is desirable. 3 This 
subject is dealt "Jith in Chapter V, and suggestions relating thereto, 
"lhich "\tIere advancl3d by the Canadian Trucldng Associations, are sh01.oJn 
in Appendix XXIIo 

While the legislation provides for implementation of branch 
line abandonments,37 elimination of uneconomic passenger services,38 
and maintenance of statut ory rates on eJ~ort grain and grain products,39 
parti culaI' subsidies are not attached to these items as "t'las the case 
in Bill C-1200 Rather, an overall subsidy to the raill'lays is provided 
to ensure that the y "dll not be l'lOrSe off than they "\tlere previously 
w'hen maintaining reduced levels of freight ra.tes. Payment is provided 
on the follol'Iing basis: 40 

Amount 
Year Ni11ions 

1967 $110 
1968 96 
1969 82 
1970 68 
1971 54 
1972 40 
1973 26 
1974 12 

Total ~)488 

The Act provides that in any one year the raihrays "dll 
be paid either the ove raIl subsidy or the sum of the specific sub­
sidies, "lhichever is larger 0 
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There is pro~s~on in the Act for payment of losses on 
uneconomic bran ch lines and uneconomic passenger services, as l'Tell 
as for export grain losses, , .. rhich are suffered because of the 
desire of the ~vernment to continue such services after the subsidy 
is phazed outo 

The nel'T legislation contains fairly detailed procedures 
for bran ch line abandonment and elimination of uneconomic passenger 
services.42 Under branch line'abandonment there is a provision for 
the grouping of branch lines for abandonment purposes, rather than 
considering lines separately.43 Thero is also provision for cooper­
ative procedures for bran ch line use bet, .. leen rail't'J'ays l'Ihen the 
Commission feels that such action 't'lould be beneficial. 44 If a 
raiblay claims that a bran ch line is uneconomic and the Commission 
holds the opinion that the line should be continued, there is 
provision for the continuing periodic review of such situations. 45 

Under Bill C-120, there \'las a stipulation that a Branch 
Line Authority and Branch Line Rationalization Fund be set up. 
These items do not appear in the new' legislation. 

In the general tariff provisions, the legislation states 
that al! freight :pates ::dmll be compensa'liory. The guide for a 
compensatory rate is the variable cost of the movement of traffic 
concerned as determined by the Commission. In computing the cost, 
the co st of capital used is that which is considered proper for the 
Canadian Pacific Haihlay. 46 This provision is the same as that set 
out in Bill C-120. 

For maximum rate control, the procedure 't'muld be essen­
tially the same as under Bill C-120. For a captive shipper, the 
maximum rate as determined by the Commission l'muld be variable cost 
plus 150 per cent. If a shipper desires to have su ch a rate set, 
he must sign a contract for one year. HO't'fever, for experimental 
purposes, the Commission has the right to authorize from time to 
time shipment by other modes of transport. The fixed rate is to 
be based on a. minimum of 30,000 pounds, \'1ith a reduction in the 
rate based on 20,000 pound increases added to the 30,000 pound minimum 
carload rate. 47 In Bill C-120 the first reduction occurred at 
40 ,000 pounds rather than at 50,000" pounds. The Act provides that 
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the proV1s1ons of the moodUmwn rate section do not apply until a 
freight rate rises above the rate payable by shippGrs on August l, . 
19660 Subsection eleven, 't"lhich embodies this section, expires 
after three years from its implementation, unless extended by the 
Govemor in Councilo4B 

Some of the other more important matters covered in the 
Act relate to Government mail and protective forces being transported 
at compensatory rates ;l ... 9 cessation of the UBridgeU Subsidy, 1'1ith 
rates to be increased on a three-step annual basis, and eJqpiration 
of this section of the Act after four years;50 provision for contin­
uation of the r.1aritime Freight Rates Act;5l repeal of the Canadian 
National-Canadian Pacific Act;52 provision for the inclusion of the 
Board of Transport Commissioners, the Air Transport Board and the 
Canadian r.1aritime Commission in the neu Canadian Transport Commission, 
'Vr.i..th certain transitional provisions;53 necessal"y amendments to 
thirteen Acts, 't·r.i..th the repeal of the Can~,dian Hal~time Commission 
Act;54 the transfer of control of bridges from the Board of Transport 
Commissioners to the Department of Public t'lorks;55 and provision for 
trl1.cldng companies to recei ve the same piggyback rates as raill:!ay­
Ql"med trucldng lines. 56 
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TRANSPORTATION SUBSIDIES PAID BY THE FEDERAL GOVERNMENT, 
AS OF 1966, CANADA 

1. Subsidies paid under the Maritime Freight Rates Act on beha1f 
of Maritime shippers for a reduction of freight rates. The 
amount totalled $15,768,999 for the fiscal year ending March 31, 
1966. 

20 East-West ItBridge' Subsidy 't'1hich 't'J'as established for the r0duction 
of class and non-competitive cammodity rates. An amount of $700 
million a year has bean paid. This subsidy is used to bear part 
of the burden of transport over unproductive territory in 
Northern Ontario. 

3. Freight Rates Reduction Act. An amount up to $20.0 million has 
been made available annually. This uas estab1ished to appI.y to 
class and non-competitive c ommo dit y rates in respect of the 
1958 seventeen per c0nt freight rate increaS0. 

4. payment in lieu of the MacPherson Royal Commission recommendations. 
An amount of $50.0 million 't'laS paid annually from 1961 until th0 
ne't'T legislation. 

50 In 1965 the Federal Government paid an amount of $19.0 million 
on behalf of the 1964 rail't'lay 't'Tage increases 0 A similar account 
for $2500 million for 1965, 'lilaS presented in r.rarch 19660 

Items 3, 4 and 5 above totalled $87,651,098081 for the year 
ended March 31, 1966. 

The Board of Transport Commissioners' Annual Report for 1966 
stated that for the actual years of 1964, 1965 and 1966 the $50.0 
million subsidy plus additional payments totalled $62.0 million, 
$75.5 million, and $80.0 million, respectively. The figures 
above end at the first quarter of th0 year. 

6. In addition to the for0going there is feed fr0ight assistance 
paid directly to the mil1ers to reduce transport costs for con­
sumers. These payments totalled $20,999, 59l~ during the 1965-1966 
fiscal year. Eastern millers received $17,725,881, 't'lhile British 
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Columbia miUers received $2,176,261. In addition there 't'lere 
some storage payments involved. In 1961, Ontario and Quebcc 
miUers received apprOJdmately $32.0 million. 

To date, since the inception, Eastern millers have been paid 
$385,662,650, 't'lhile those in British Columbia have been paid 
$42,062,81:2. According to the Canadian Trucldng Associations, Inco, 
about eighty-five per cent of the feed grain in Ontario and fifty 
to sixt y per cent in Quebec is moved by truck. (Letter to the 
i'œiter dated September 32, 1966). 

7. During the 1965-1966 fiscal year coal subventions "t'fere paid in 
the amount of $23,396,702.430 These 't"rere in aid of the transport 
of coa1. 

SOURCE: Public Accounts of Canada for the fiscal year ended March 31, 
1966, Volume II (Ottai'la: Queen's Printer). 

Item l, po 43023; Item 2, po 43050; Items 3, 4 and 5, po 43051; 
Item 6, po 1705; and Item 7, po 240250 
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PRAIRIE RAIL NETI'lORK GUAHANTEED TO JANUARY l, 1975, CANADA 

The guaranteed prairie rail net't'lOrk in the three Prairie 
Provinces is comprised of 17,000 miles of bran ch lines "lhich the 
raihTays "Jill not be permitted to abandon before January l, 1975. 
Lines not included are subject to discontinuance in accordance 't'Ji th 
Section 16B of the Rail't'Tay Act, "lhich means that hearings 't'dll be 
held in the usual manner for unprotected lines. There is the option 
for the rai11:J'ays to have branch line applications heard under Section 168 
or under Section 314 of the revised statute. Unprotected bran ch lines 
amount to 1,83B.9 miles, as shm'm in the table belol:T. 

The basic reason for the plan is to eliminate uncertainty 
and, thus, aid long-range planning for communities, elevator groups, 
government and rail't1ays. 

Volume of traffic "TaS the basic factor in determining those 
lines i'Jhich l'lOuld be included in the netl'lOrk. Suit able alternative 
rail facilities and redevelopment problems 't'lere carefuily considered 
in determining the neti'lOrk. Consultation l'Tas held ,'Jith elevator groups, 
the raili-lays and the provincial authorities. 

Follm-dng are mile age data: 

TOTAL FIRST ~1AIN LINE MILEAGE, UNPROTECTED MILEAGE 
AND l'ULEAGE FILED FOR ABANDONMENT, 

BY PROVINCE, CANADA 

(a) (b) (c) 
Total First Mileage 
Main Line Filed For Unprotected Per Cent 

Province Nïleage Abandonment Mileage (c) of (b) 

Alberta 5,708.1 557.3 33008 59.4 
Saskatchel'mn 8,565.7 2,44B.0 1,010.0 41.3 
Manitoba 4,858.0 1,OB1.4 498.1 46.1 

Total 19,131.8 4,086.7 1,838.9 45.0 
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By August 1966, the raibmys had filed applications 
with the Board of Transport Commissioners to abandon over 4,200 
route miles, of i'Thich 4,086.7 miles uere on the Prairies, as sh01'm 
in the table above. 

The Department of'Transport states that closure of the 
unprotected bran ch lines vTOuld not have any great effect on trucldng, 
as most of the traffic vTOuld have previously been competed alJay by 
truclŒo These lines transport only grain. Farm trucks may perform 
longer mile age as a result of abandonments but there i-dll be no 
large-scale effect on trucldng. 

SOURCE: The above information 't'Tas extracted from a prepared 
statement of the Federal ~tinister of Transport, dated September 12, 
1966, and from a letter to the l'lI'iter, from the Department of Transport, 
dated November 28, 1966. 
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BACKGROUND l·ffi.TERIAL RELATING TO CONTHOL OF TRUCIŒNG IN CANADA:. 

tfuen t.he British North American Act 1"IaS framed, roads 
'-lere of local importance only and, thus, their responsibility 't"J'as 
assigned to the provinces. The Federal Govenlment focused its 
attention on the steam rail1'18.Y, the chosen instrument of development. 
The provincial governments, hm'Iever, paid litt le attention to roads, 
leaving them to the municipa.lities. It 1"laS not until after the 
advent of the motor vehicle, i.e., until after the tunl of the century, 
that the provinces displayed any interest III roads and road bUilding 
and maintenance.l t1ith the passage of time the various provinces 
enacted Legislation to con-lirol motor vehicles. As long as the motor 
vehicle "las confined to local areas this arrangement "t'las adequate. 
Houever, in the 1930' s, trucldng started to compete ,d th the rail1-18.ys 
on an extra-provincial basis 0 Thus trucldng, controlled by the 
provinces, uas competing l-r.i. th the rail1"J'ays, i'J'hich "tvere controlled 
by the Federal Government. 

The Dutf Royal Commission2 of 1931-1932, 1"rhich inquired 
into rail"t'rays and transportation in Canada, suggested among other 
things that trucldng be controlled on the same basis as the railt'rays.3 
The Commission gave a number of reasons for the raihmys' problems, 
one of uhich ,vas highuay competition. 

The Federal Goven~ent made no attempt to assume control 
of extra-provincial trucldng until 1937, uhen a Bill - Senate Bill "Bu4 -
"t-las introduced to bring this category of trucldng under Federal control. 
The Bill "las defeated in the Senate and it '-las i'r.i.thdra"t-m. The provinces 
and trucking industry registered strong opposition. A similar attempt 
,-ms made in 1940, but i'r.i.th the same results. 

The Rouell-Sirois Royal Commission5 on Dominion-Provincial 
relations pointed out that a ~j4.0 billion railuay system in Canada 
\'las being challenged by a neu system - high,'ray trucldng - ,'rhich l'TaS 

almost under the exclusive jurisdiction of the provinces. The Commission 
felt the basic problem "t'las to assure to the public a national trans­
portation system in ,'rhich all the parts i'lould function smoothly and 
each "t'1Ould function in its mm sphere and furnish the best service 
at the lmrest overall costa The Conunission did not suggest Federal 
control over extra-provincial trucldng but it felt there should be 
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intimate, cordial and contïguing cooperation bet,'reen the Federal 
.. and Provincial Governments. This "t'ras a sound suggestion but it 
"t'ras not follol'red as it should have been. 

The Turgeon Royal Commission7 considered the possibility 
of intra-provincial trucking being placed under Federal control but 
considerable opposition ,'ras expressed tot'Jards this thought by most 
provinces, the trucldng industry and various organizations. 8 The 
Turgeon Commission did not mruce a recommendation in this respect. 
The Commission also consid~red the question of placing eJdra-provincial 
trucldng under Federal control, stating that such "las the situation 
in the United states, but it 1:J-aS also pointed out that the proportion 
of erlra-provinc;ial trucles in Canada 1:J-aS less than the proportion of 
inter-state trucks in the United states. The t't-lO previous attempts 
for Federal control "lere mentioned and the Commission said, "The time 
has come "t'1hen Parliament might vrell reconsic1er this question of con­
troloooo"9 

The Test Case For Federal Control 

lfJhile the Turgeon Commission l'J-aS still sitting, a case 
arose in Neu Brunsltsick 't1hich tested the legality of Federal Govemment 
control over erlra-provincial trucldng. Under Section 92 of the 
British North America Act the provincial governments uere able to 
meke laus in relation to local l'10rles and undertaldngs but not those 
connecting other provinces or extending beyond the limits of a 
province. 

The 11acKenzie Coach Lines from Le"t'siston, !4e 0" "'las granted 
permission to operate on Neu Brunst'sicle highl'lays but it clid not have 
permission to picle up and set off passengers, l'lhich it underloole to 
do 0 A rJeu BrunSl:sick bus operator obtained an injunction from the Courts 
to restrain the MacKenzie Coach Linas from its action. The latter 
took the matter to the Supreme Court of Canada in February 1951. On 
October 22, 1951, the Court ruled that the Neu Brunsl'sick Gover-.runont 
clid not have pO't"rer to restrict the MacKenzie Coach Lines as it had 
no pot'1el" over e:lC:tra-provincial traffic. They said such operations 
l'lere under Federal, jurisdiction. The Provinces of Prince Edl'lard Island, 
Ontario and Alberta appealed the case to the Judicial Committee of tho 
Privy Council in London, England. In February 1951b the Privy Council 
upheld the Supreme Court ruling.10 
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After the Privy Council's decision, the Federal Government 
made a surprise move o It introduced the Motor Vehicle Transport Actll 
't'Ihich 't'JaS assented to in July 19540 This Act stated that if any 
provlncial gover.nment regulatory board made a request of the Governor 
in Council, the latter could proclaim the provincial board a Federal 
regulatory agency for control of truck and bus operations in extra­
provincial serviceo The provinces readily availed themselves of this 
provision 0 
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1 For a history of roads see "Our Transportation Services ,II published 
by the Department of Ci tizenship and Immigration (Otta1"la: Queen 1 s 
Printer, 1954). 

2 Appointed under P.C. Order in Council 2910, 1931. 

3 Report of the E.2rval Commission to Inguire into RaihIa(l.s and 
Transportation in Canada (Ottat'la: Queen'sPrinter, 1932), po 63. 

The Duff Commission also recornmended that there be cooperation 
bet't'1een the Canadian National and Canadian Pacific RaihIays. 
There emerged the Canadian National-Canadian Pacific Act of 1933 
(34-24 George V 0' Chapter 33), providing for cooperation bet't'leen 
the raih'1ays. 

4 Senate Bill "B" 't'laS entitled "An Act to Establish a Board of 
Tra..l'lsport Commissioners for Canada, 't'Jith Authority in Respect 
of Transport by Rail't'lays, Ships, Aircraft and Motor Vehic1es 0" 

5 Under the Chairmanship of Doctor Joseph Siroiso (Appointed under 
P.C. Order in Council 1908, 1937). 

6 (eport of the Royal Commission .2!! Dominion-Provincial Relations 
Otta\'1a:, Queenls Printer, 1940), Book II, po 2000 

7 Under the Chairmanship' of the Honourable W.F .A. Turgeon. 

8 The Royal Commission on Transportation, Q2. cito, February, 1951, 
po 278. 

9 Ibid., pp. 278 and 279. 

10 See Canadian Institute of Traffic and Transportation Certificate 
Course, Op. cit., Chapter Eight, pp. 3 and 4. 

11 2-3 Elizabeth II, Chap. 59, 1954, QQ. cit. 
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Follot'Jing are six significant points 1:lhich lIere included in, 
or related to, Part III of Bill C-231, "lhich became the National 
Transportation Act. These items did not appear in the original 
Bill C-231 but lIere adopted by the Government follot'ring repre­
sentation by the Canadian Trucking Associations, Inc 0 

1. Provincial motor carrier regulatory bodies are empouered to 
act as examiners for the Canadian Transport Commission. This 
procedure avoids cost for duplicate facilitieso 

2. Provision is included in Part III for "grandfather rightso ll 

This provision guarantees that any existing licenses under 
the l-iotor Vehicle Transport A.ct uould be valid under the 
National Transportation A.ct. 

30 vnrlle the original Bill C-23l provided that extra-provincial 
transport operators ,'muld require a license from the Canadian 
Transport Commission, it did not provide for violation of 
license, ,'Jhich the Trucldng Associations suggested. This 
feature ,-ras included in the Act 0 

4. Recognition of provincial tariff bureaus for filing rates on 
behalt of motor carriers uas added to Part III. 

5. Provision lIaS included in Part III of the Act to make both a 
shipper and a carrier, "J'ho may have acted in collusion in 
illegal rate-cutting, equally liable for a fine, not exceeding 
$5,000, and/or imprisonment not exceeding one year. 

6. Up to the present, the raihJ'ays have only transported jn 

piggyback service their .0000In trailers, those of their subsid­
iaries, those of trucldng companies possessing running rights 
bet't'leen the terminals involved" and some private trailers. 
The Canadian Trucldng Associations pointed out that if the 
railuays rela.:Ked these rules, under the original Bill C-231 a 
mot or vehicle operation could operate piggyback é!1ld container 
service interprovincially and ignore the rules of the Canadian 
Transport Commission. The section of the Bill uas re-1'1orded 
to eliminate this possibility. The change l'ras primarily aimed 
at freight fort-rarders. 

SOURCE: Canadian Trucldng Associations, Inc., Transport Revieu, 
Ottavra, December 12, 1966 and February 1, 1967. 
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THE CANADA LABOUR (STANDARDS) CODE 

The Canada Labour (Standards) COde,l 1:1hich. became effec­
tive July l, 1965, 't"IaS an Act passed to legislate various minimum 
labour provisions as affecting 380,000 't"10rlcers in industries under 
Federal jurisdiction,2 including rail't1a.YS and highuay transport in 
extra-provincial operations. Appro2dm.ately 1,000 trucking companies 
are affected.3 

The main provisions of the Act are: 

1. A standard eight-hour day and a forly-hour uorlc-ueek, 
i"Ji th overtime limi ted to eight hours a 't"mele and paid 
at one and one-half times the regular rate. 

2. A minimum hourly rate of $L25 an hour. 

30 T,"ro ueeles' annual vacation i"rith pay. 

40 Eight general holidays a year. 

Bill C-126, 't"rhich became the Labour Code, ,"ras first intro­
duced in the latter part of 1964. In the terms of the Canadian 
'rrucldng Associations, Inc 0' i t 11 0 00 recei ved first and second reading 
at break-neck speed and then '"lent before the Committee of the 1vhole 
House 0.0,,4 After extensive discussion and opposition the Bill '"las 
,"lithdrai"m. l~ith amendments, it vJas re-introduced in February 1965 
and a month later it became lai"l. During debate on the Bill, one of 
the remarks made by the Honourable Allen J. Iw.cEachen, ï-fu1ister of 
Labour, ioTaS that the hours of 1:lork in the" trucldng industry uere 
excessive and he felt it 1:Ta13 in the interest of public safety and 
the uelfare of truck drivers to reduce i"1orldng hours. 5 

One of the provisions 't"1hich uas added to the Bill after 
its i"rithdra"l"Jal ioTaS a deferment provision •. Under the Act an industry 
maldng application for exemption, prior to July l, 1965, "l"JaS auto­
matically exempted until the r.iinister made an order for exemption. 
From that point, if it "t'ras proven to the satisfaction of the !.finister 
that the Bill uould be unduly prejudicial to the employees or to the 
operation, then the Minister had the right to defer (up to eighteen 
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months) the application of the proV1s1ons to the parti cUlaI' 
industry concernedo A specific date for the order 't'ras not set out 0 

He 't'rould not ha.ve to maks bis order, for example, before 19680 In 
the meantime extra~provincial trucldng is eJt:empt 0 Attisr an inquiry 
the Govemor in Council, on the recommendation of the l-finister, has 
the po'uer to defer or suspend the opgration of the Act as applying, 
to the parti culaI' industry involvedo . 

Because of the problems invo1ved, the eJ~ra-provincial 
truckL'I'lg group endeavoured to be exempted from the Act, but the 
Deparlment of Labour did not accede to this request ° Hm'rever, the 
provision regarding hours of 1:Jork uas not applied to extra-provincial 
trucldng companies as de ferment 't'TaS obtained by application. for 
exemption. 7 

On April 5, 1967 the Department of Labour appointed an 
Inquiry Commission consisting of :t.Tro C.itoLo l-furchison, QoCo, of 
otta-t'Ja. B Hearings 't'lere held in August of 1967 't'Jith the possibility 
of a report by the year end.9 An attempt is being made to as certain 
the effect of the hours-of-'t'TorIe provision on eJ~ra-provincial t:ruck~ 
ing operationso Representations "t'Jere made by the Canadian Trucldng 
Associations, Inco, the International Brotherhood of Teamsters, 
Chauffeurs, vlarehousemen and Helpers of America, and other similar 
associations and organizationso The Teamsters' Union represents at 
1east seventy pel' cent of the trucldng employees. The inquiry must 
be held for the Governor in Counci1 to accord an indefinite suspension 
of any of the terms of the Act for the trucldng industry. 

There is a provision in the Labour Code 't'lhich allO't'Ts a 
truclcing operation, upon notification of the Deparlment of Labour, 
to average hours over a period of thirteen 't'Teeks. Overtime 't'muld 
be paid artel' ten hours on any one day.during the averaging periodo 
Special permission is required to average beyond thirteen 't'leeks 0 

There follotTS a comparison of Ontario legislation, the 
neu Canada Labour (Standards) Code and the eJdsting labour agreement 
provisions in Ontario at the tille of passing of the legislation. 
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Cot-1PARISON OF BILL C=126 1'1ITH ONTARIO LABOUR L1Uf 
AND ONTARIO LABOUR AGREID1ENTS, 1965 

standard Hours of l'Jork: 

POl' Day 
Pel' l'Je ole 

HIGHl:JAY DRIVERS 

Ontario 
Lm.,. 

e 
W3 

Bill 
C-126 

8 
40 

I·Irudmum Allouablo Overtimo: 

Hom"s Pel" l'look 12 8 

Total Por.miosible Hours 
Par tlcel!: 60 l:S 

Total Pormissible Hours 
POl" Yem" 3,000 2,000 

Rato of Overtimo Pay Strûight Timo l~ 

~!:lÔURLY-RATED PERSONNEL 

standard Hours of vJork: 

Pel" Day 
Pel" l'Ieek 

Ontario 
Lau 

Bill 
C-126 

8 
40 

Ontario 
Agreements 

(Limited to Provincial 
(Legislation 

SaIlle as aboilo 

Same as abOilO 

Same as above 

Straight Time 

Ontario 
Agreomemts 

Up to 10 
Up to l:.8 

Mmdmum Allouablo Overtime 100 8 (Limited to Provincial 
(Pel" Yeal") (Pel" l'Ieele) (Legislation . 

Total Por;aiooiblo Hours 50 48 Sarne aD above 
Per '\:Jook (A VOl\9.ge ) 

Total Permiosib10 Hours 
Par Year 2,000 2,000 Saille ns above 

Rato of Ovel~imo Pay Strnight Timo 1)' 2 
1),· 

2 

SOURCE: Letter datod December 16, 1964, from 1-11'0 J oAo Donaldson, I·1annger, 
HotOl' Transpoy ..... c, Industrial Relations Burenu of Ontario (Ine 0)' 'l'oronto, 
to the Honournble Allen Jo I-iacEachen, ï·tinister of Labour, Ottauao 
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2 Interprovincial raillmys, pipelines, telegraphs, telephones, 
interprevincial and international highuay transport and 
ferries, ail radio and T .. V. broadcasting, ail shipping and 
services connecte(l, therel·rl.th, aU air transport, ail banlcs, 
ail uranium mining and processing, all grain elevators, all 
flour and feed miils, feed 1'Jarehouses and seed cleaning miils, 
primary fishing, t"lhere fishermen l!ork for lIages, and most 
Federal crOl'Jn corporations. 

The 1-10rker estimate appeared in Truck Transportation, Qe.. cit., 
April, 1965, po 20. 

3 As mentioned, these are listed ·in application for defer.ment 
notice, uhich appeared in the Canada Gazette, .QE.. ill., Part l, 
October 23, 19650 

4 D.A. Chapman, "CoT.Ao Reports, A Monthly Reneu of National 
Truclcing Developments, Il ~1ari time Truck Transport Reviel'; (r-Ioncton, 
N.Bo: ~furitime Motel" Transport Association, Inc.), January, 
1965, po 5. 

5 Charles 1îT. ~10ffatt, "From Where l Sit, Il I·iaritime Truck Transport 
Reviel-! (Honcton, NoB.: r'1aritime Motor Tl'ansport Association, Inco), 
Harch, 1965, po 30 

6 13-14 Elizabeth, Chap. 38, QEo cit., pp. 19-20. 

7 The Canada Gazette, QEo cit., Part l, October 23, 1965. 

At least fort y applications for deferment uere received by the 
Deparlment of Labour. See 1:Iaritime Truck Transport Revim'1, 
QQ. cit., June, 1965, po 30 

8 Neus Release No. 6568, Department of Labour, ottm-m, April 5, 
1967. 

9 Letter to the "rriter, dated July 10, 1967, from 1·11"0 Narius Gendreau, 
Assistant General :Hanager, Canadian Trucldng Associations, Inc. 
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SURVEY OF THE CANADIAN INDUSTRIAL TRAFFIC LEAGUE REGARDING 
THE TRUClŒNG STRIIŒ IN ONTARIO AND QUEBEC, 

FROM JANUARY 20, 1966 TO MAY l, 1966 

The Canadian Industrial Traffic League surveyed shippers 
for their reactions on the 1966 trucking st,rike in Ontario and 
Quebec. One hundred and thirty-one shippers replied. Follo1"r.i.ng 
are some of the findings. One question asked 1'laS, "\'Jhat is your 
assessment of the service performed by other modes of transport 
during the strike 1'lhen handling your diverted traffic?" In reply 
the shippers indicated the follmling opinions: 

SHIPPERS' ASSESSMENT OF VARIOUS TYPES OF TRANSPORTATION 
SERVICES USED FOR DIVERTED TRAFFIC DURING 

THE 1966 ONTARIO TRUCIŒ~JG STRIIŒ 

Service POOl" Fair Satisfactory Good Ex:celient 

Number of ShiEpers 

Rail Carload 9 19 41 26 8 

Rail Piggyback 12 22 14 12 5 
Rail L.CoL. 67 25 4 1 
Rail International 40 21 13 3 2 
Express 48 30 13 18 2 
Rail Pool Car 15 32 25 20 2 
Private Trucking 2 18 10 23 
Leased Trucking 2- 23 21 17 
Cartage 2 li 18 40 21 

Total 

103 

65 

97 
79 

111 

94 

53 
63 
92 

NOTE: Not ail shippers anSI"fered on all modes. In sorne instances, 
houever, t't"1Q or more assessments may be given. 

SOURCE: Canadian Industrial Traffic League, Bulletin Issue No. 4281, 
March 25, 19660 
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From the above table the shippers involved would seem to 
Viel'! private and leased trucld..ng and cart age 1'lith considerable favoUT. 
Rail carload 1'ms also fairly 't'Iell regardedo Many of the shippers, 
hOl.'!ever, did not ShOi" great favour for piggyback, L.C.L., rail 
international, and pool car services. This survey is a lirnited 
sample and as these shippers 1'lere using truck service prior ta the 
strike, it could be considered that at least some of these other 
services, such as L.C.L., eJ~ress and pool car had been used earlier 
and had not entirely met the particular needs of these shipperso 

Folloi'd.ng are four questions 1·.rhich 1'!ere asked on future 
trends in distribution of their productso The number of ans't'lers 
received and future plans are indicated in each instance: 

Do you plan to make more use of other carriers? 

. Yes: 58 No: 33 

Do you plan to increase pri vate motor trucld..ng? 

Yes: 22 No: 50 

Do you plan to increase the use of leased trucks? 

Yes: 23 No: 53 

What per cent of your traffic 't'lill revert ta your 
original motor carrier 1'J'hen the strike is over? 

Per Cent 
of Traffic Firms 

90 and Over 50 
80 ta 89 13 
70 to 79 20 
60 ta 69 6 
50 to 59 10 
40 ta 49 2 

.30 to 39 l 
20 ta 29 2 
10 to 19 
Up to 9 5 
No Comment 13 

122 
--
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PIGGYBACK TRANSPORTATION IN CANADA 

~~. D.W. Carl' and Associates, Transportation Consultants, 
made a study of piggyback transportation for the :r.facPherson Royal 
Commission on Transportation. The study, 't'Illich 't'ras undertaken in 
1959, appeared in Volume III of the Commission's report, at pages 
96-1510 Following are the highlights: 

Introduction 

The Carl' study stated that piggyback "las one of the most 
promising developments of the raihlays' modernization program. It 
had enabled the railuays to stop the flou of traffic to trucks and, 
also, it had regained lost trai'fic for the rail't'rays. Piggyback had 
bridged the gap betl'reen boxcar traff'ic and trucldng, seme of the 
advantages being reduced freight h~~dling costs, a faster service, 
reduced loss, damage and pilferage costs, and an ability to meet 
special transportation needs. HO't"TeiTer, seme disadva..l1tages e:ldsted 
uhen compared "Ji th highuay trucldng. 

Grm'lth 

Canadian National, Canadian Pacific and the Pacifie Great 
Eastern Raihrays had instituted piggyback services. In 1952 the t",O 
large raihlays had cornmenced to carry their mm t,railers and, in 1957, 
cornmenced to transport trailers of highuay common carriers 0 From 
Jruluary 195B to May 1961, monthly trailer 10ads increased fourfold, 
from 3,932 to l5,L:.720 By 1960 piggyback comprised 4026 pel' cent of 
railuay traffico In the United States it comprised only 1082 pel' 
cent of traffic o On Canadian Pacifie the ratio of cornmon carrier 
trailers to raihmy trai1ers uas five to one. On the Canadian National 
this ratio 'l'ras one to one 0 
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By 1959 both major rai1uays had piggyback routes from 
coast to coast~ serving primarily indus trial citieso Canadian Pacific 
had expanded faster than Canadian National, and, by 1960, the former 
had eighty-four piggyback routes totalling 6,000 miles, serving 
tuent y-four routes 0 Heavy gro:·rth had been in the industrial are as , 
such as 1-10ntreal, Toronto, Hamilton, London, ~vindsor and Sarnia. 
Hall of the total loadings uere bet"t"reen r·iontreal and Torontoo 

The follm"1ing five piggyback plans uhich uere in effect 
in the United states uere shmm 0 They "\:1ere: The railuays supply 
the f1atcars and the for-hire carriers supply the trailers~ the 
railt"rays handle their mm trailers; the rai1uays supply the flatcars 
but the trailers are mmed by the shippers or pri vate carriers; thG 
shippers provide both the trailers and the flatcars; joint rail-truck 
ratGs "t"rhich p3rmit the ra.ill:rays or the high"t"my carriers to take 
shipments originating in, or going to, the other's territory. 

The first tuo plans uere in effect in Canada, seventy-five 
pel" cent of the traffic being moved under the first and t't"renty-fi ve 
pel" cGnt under the second. 

Equipment 

The co st of thG circus-typG ramp loading facilities for 
piggyback 'uas compared ui th a standard industrial terminal. A 
Ne"!:r Jersey study for tuo installations handling the sarne amount of 
freight revealed that thG estimated cost of the piggybaclc instal­
lation i"Tas $279,039, "t"rhile the standard installation cost "t"ras 
$3,031,645 - tGn tilles as much. 

By 1959 the Canadian Pacific had 951 flatcars, uhile the 
Canadian National had 706. 
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The Carr stu~ referred to the use of containers but did 
not hold great prospects for expansion because of the rail't'[aysr 
desire to develop trailer piggyback. It 't'ras felt that containers 
't'[ould be confined to a fe't'[ special 11ses. 

Rates 

In a comparison made, it 't'TaS found that the rate for 
rail1'[ay trailers bet"leen Montreal and Toronto and those of for-hire 
carriers, "{ .. laS almost identical - sixty-seven cents per hundred pounds 
for raibroy trailers, including pick-up and deli very, and sixt y-one 
cents for the for-hire trailers, the difference being the pick-up 
and deli very cost. Hm"lever, on the lrlinl1ipeg-Edmonton route the 
Canadian Pacific had signed an agreed charge agreement lùth its 
subsidiary, Canadian Pacific Transport Company, for a total rate of 
$203 pel' trailer ,,[hile the rate charged the for-hire carrier 't"Ias $465. 

The report noted that there 't'rare considerable differences 
in rates for the various routes, the 101'1 rates being in effect in 
the he avy-volume areaso 

Canada-United states Comparison 

It 't'ras observed that there had beenmuch more uniformity 
in piggyback in Canada thall in the United states, primarily because 
of only tt'IO major rail't-rays involved in Canada compared 't'rith fifty in 
the United Stateso Also, 't"rith feller high't,roys, piggyback was more 
able to compete 't'ùth highuay trucldng for long-distance freight. 
There 't'las a closer cooperation bet't'reen the raibroys and trucks in 
Canada; and 't'ùth long-haul operations, interchange lTas much less 
in Canada than in the United States. The Interstate Commerce Commission 
felt that the laclc of standardization in the United states had diverted 
attention to containers. 

It 't'las further noted that both freight for-uarding and 
leasing of equipment uere important aspects of the United states 
operations 't'lhile in Canada they lTere not. Comment 't'laS also made 011 

the pla~s used in each country and the supplement of railroad truclcu1go 
In Canada the raill:Jays 't"rare allOl'Ted to acquire for-hire trucld.ng 
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companies uhile in the United states raihm.ys 't'lere allo't'led to 
acquire trucldng interests vrhich supplemented their rail lineso 

Advantages of Pigg:yback 

In a comparison 'uith boxcar operations, the general 
advantages of piggyback 't'lere speed, less freight handling, fleJd­
bility, adaptability and a reduction in. loss, damage, and pilferage 
costs. These advantages had enabled the rail1:Tays to enjoy traffic 
groi:Tth and to obtain high-rated traffic fram high'I:Jâ.Y vep; cles 
't'1ithout large capital eJ::penditureso Utilization of equipment had 
increased fourfoldo Revenue pel' unit of freight had increasedo 
Damage claims had been reduced, and a very dependable service had 
been established. 

There 't'lere, ho't'lever, limitations on piggyback. It had 
advantages for shipments under 15,000 to 20,000 pounds, its benefit 
being in express, LoCoLo and manufactured and miscellaneous boxcar 
traffic. This type of traffic comprised about tl/lent y-fi ve to thirty 
pel" cent of the total, of 't"Jhich it 't"TaS estimated that piggyback could 
attract about ten per cent of total traffico As mentioned previously, 
it had reached 403 per cent of raili:J'ay carloadings at the time of 
the study. 

other limitations OP.. trailer piggyback resulted tram 
handling costs. It l'las inhibited in competing up ta 250 miles, 
loading facilities required trainloads ta make it profitable, and 
terminal-ta-terminal service l'Tas necessary, eliminating intervening 
stations. 

Various cast studies had been underlaken. Surveys in 
Ontario and Quebec indicated that trailer piggyback costs 't"lere t't'Je Ive 
per cent higher than trucldng costs. The main cost-reducing feature 
for piggyback 't"TaS volume. 

A comparison of advantages and disadvantages of the use 
of trailer piggyback by for-hire firms uas made. The disadvantages 
listed 't'lere that there 't'las a higher cost than for high't'Iay movements; 
that there 't'las a loss of independence ta the raiblay companies; that 
there 't'TaS slol'Jer ,service than by high't'ray; that it l'Jas more costly 
for scheduling, dock and pick-up and delivery service; that there 't'ras 
Iess fleribility; that there 't'Tas little supervision and control of 
refrigeration equipment; that more trailers 't'lere required than for 
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hightmy operations; and that trucldng management lost some control 
over speed and fleadbility for shippers. 

The advantages listed , .. 16re that piggyback 't"ras beneficial 
in special circumstances (peak loading, frosty 1:reather); that it 
allo1:red expansion uithout as large aninvestment as otherl:Jise; that 
it permitted Sunday movements; that trailers could be rebalanced 
bet,"reen terminals ,"Jithout tractor use; that there uas less exposure 
to accidents; and that some costs ,·rere eventually reduced, e.g., 
licenses. 

It ,"ras stated in the CarI' report that early enthusiasm 
by trucldng operators had been dissipated after three years. . 

Patterns of Overland Transport 

A concluding section of the report on changing transport 
patterns referred to the raihray acquisition of truck lines. It 
pointed out that "rhere the rail1;Jays did not eJCpect boxcars and 
piggyback to compete, truck lines lIere being acquired. It ,"ras 
considered that piggyback l"Jas not strong enough against truck com­
petition to prevent continued 10ss of traffic but that piggyback 
,,"muld be the main defense against trucldng operations. The CarI' 
report held out little hope for containers. It envisaged keener 
competition bet1."reen the raiborays and higlmay operators as high,orays 
developed and the Trans-Canada and other high,"rays uere completed. 
It 't"ras thought that patterns 1."lould not be established for several 
years. 



Year 

1958 
1959 
1960 
1961 
1962 
1963 
196LI-
1965 

Overall 
Increase 
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RAIL CARLOADINGS OF PIGGYBACK TRAILERS IN CANADA 
AND THE UNITED STATES, 1958-1965 

Piggyback Percentage Piggyback Percentage 
Carloadings Increase Car10adings Increase 

Canada ES.ch Year United States Each Year 

77,109 276,767 
133,929 73.6 41.5,156 5000 
154,898 1507 55l:-,1l5 33.5 
171,34J. 10.6 591,195 607 
169,398 """ 1.0 706,44l. 1905 
199,41.6 1707 797,474 1300 
223,005 ll08 890,216 ll.6 
232,178 401 1,031,210 15.8 

201.1 Eor cent 27.206 Eer cent 

NOTE: There 't'ras a highua.y trucldng strilce in Canada. in 1962, 't'lhich 
resulted in the Im1e1' number of trailers. 

SOURCE: D.B.S., Rail Carlcadings, 1958~1965; Truck Transportation, 
Toronto, April, 1966, p. 22. 

Year 

1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 

SOURCE: 

RAIL CARLOADINGS OF PIGGYBACK TRAILERS AND TOTAL 
RAIL CARLOADINGS IN CANADA, 1958-1965 

Piggyback Total Rail Piggyback 
Carloadings Carloadings Percentage of Total 

Thousands Thousands 

77.1 3,77100 2.04 
133.9 3,854.9 3.l:-7 
15409 3,63504 4.26 
171.3 3,46Lt.ol 4.95 
1690h 3,54105 4.78 
199.4 3,632.6 5.49 
22300 3,92809 5068 
232.2 3,98008 5.83 

D.B.S., Rail Carloadings, 1958-1965. 
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CANADIAN NATIONAL AND CANADIAN PACIFIC PIGGYBACK OPERATIONS 
CONVERTED TO HIGHWAY GROSS TON ~.fiLES AND TOTAL ROAD 

AND RAIL INTERCITY TON }ULES, 1952-1964 

Millions of 
Piggyback l-tillions of 

Highuay Intercity Per Cent 
Year Gross Ton l-tiles Ton ~·tiles Piggyback 

Road Rail Total 

1952 B,903 6B,430 77,333 
1953 30 9,778 65,267 75,045 ~!--

1954 47 10,0l2 57,547 67,559 ~ .. 
1955 l25 10,248 66,176 76,J.{2.4 ' ... .... 
1956 235 10,614 7B,820 89,434 ~~ 

1957 279 10,679 71,047 Bl,726 ~~ 

195B 980 14,080 66,357 80,437 102 
1959 1,594 14,397 67,957 82,354 109 
1960 1,B31 13,B41 65,445 79,286 203 
1961 1,939 16,099 65,828 Bl,927 2.l!-
1962 2,047 16,5B5 67,937 84,522 2.4 
1963 2,451 16,704- 75,796 92,500 2.7 
1964 2,933 18,181 B5,033 103,214- 2.B 

NOTE: -l~ Less than one per cent. 

SOURCE: The RaihTay Association of Canada, "The Development in 
Canada of RaihJ'ay Piggyback Service l' Uontreal, December, 1965, po 6· , 
D.B.So, vleek1y Bulletin, February 17, 19670 
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STUDY BY THE CANADIAN NATIONAL RAILWAYS ON THE USE OF VAN-TYPE 
CONTAINERS IN EXPRESS-FREIGHT SERVICE, 

SEPTEMBER, 1965 

Introduction 

'VJhere speed is extremely important in express-freight 
operations, the Canadian National found that greater utilization of 
equipment and considerable econoillies could be obtained by the use 
of containers. HOl:Jever, in their study it "las difficult to determine 
exact profit and service advantage from van-type equipment because 
of the interchange of equipment f9r other purposes. 

Possibilities 

The raill:ray officers felt that there 1:Jere four major 
factors involved in van-type container operations. They "Jere reli­
ability, speed, reduction in loss and damage and minimum expenseo 
It 1:1as considered that these four factors should be balanced, Leo, 
all factors given equal attention. 

Operational Steps and Container Advantages 

Follol:ring is a brief outline on the advantages of con­
tainers at each operational step in express-freight operations. 
Documentation of shipments is eliminated because it is felt that 
little change l'muld talœ place ,'Jith a changeover to van-type containers. 

Compilation of Express-Freight Shipment Piclc~Up Schedules 
and Pick-Up Operations. In instances 1:1here larger shipments may be 
involved, ,'Jith careful planning, a container may be left for loading 
,,[hile the pick-up truck is free to return for another container. 'VJhere 
the first shipper does not have a sufficient lond for the container, 
frequently it is possible to move the container to a second shipper to 
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complete the load. For small shipments such an arrangement could 
not apply. If' careful planning exists, it is estimated that a 
driver t·Jith a sufficient number of containers could double the 
amount of traf'f'ic he t"lOuld handle. ' Thus, the cost 't'Ji th conventional 
methods of $30000 a day (as calculated by the Canadian National) 
could be reduced to $15.00 a day. Additional cost for heated con­
tainers t-muld be $2000 a container. Also, additional equipment cost 
"!.-muld result in interest, principal and maintenance costs of $2.75 
a day. Thus the saving "!.'lould be reduced to approximate1y $10 0 00 a 
day. It should be noted that these calculations assume no change in 
the cost of the po't'ler unito 

Shipments Unloaded and Sorted at Origin Terminal; Also 
Shipments Loaded on Line-Haul Vehic1es. If a driver retu.!'ns "!.'lith a 
full container, part of 1'lhich load is for one terminal, he could be 
usefully employed in unloading the "filloutll traffic. As a matter 
of interest, only one man at one time can 't'lOrk conveniently in a 
container. 

The ideal situation f'or container use is that a contall1er 
be packed for movement to a specifie consignee and that it doss not 
move through a terminal, moving only from a pick-up vehic1e to a 
line-haul vehicle. The cost of moving a container from one vehicle 
to the other and locldng it in place is $1.50 to $2.50. 

Line-Haul Movement. Tt'IO major advantages existing in the 
line-haul movement of van-type containers are that the net/tare ratio 
is much better than other transport arrangements and, second, there 
is a possibility for a greatly decreased transf'er cost at intermediate 
terminaIs. 

Tt·lO t1'Tenty-foot containers on a boxcar underframe conte.in 
about 2,000 cubic feet, l'lhile a boxcar has approJd.mately 3,500 cubic 
feet. Hm-lever, seldom is a boxcar fully loaded "lhersas containers 
are generally packed to the roof, primarily due to both convenience 
of pacldng and smaller shipments available for particular destina­
tions, i.e., the smaller unit is more suitable to the traffic. 

To illustrate savings which may be achieved in a line-haul 
movement, assume tuo containers, 't'lhich are to be sent to different 
destinations, are being used in an operation. One container could 
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be set off en route 1;lhile the other is taken to its destinationo 
The Canadian National calculated costs for a 400 mile trip. A train 
of thirty cars, ~"Tith a four-daycycle, and return of the cars 100 per 
cent empty, ~"lould result in savings of $120 a trip and $37,000 per 
annum. 

It "TaS estimated that considerable savings in transfer 
1:10rk at intermediate terminals Carl be achieved "t'Tith containers, 
especially 1.·Tith a high volume of traffic. On the assumption that 
transferring of goods costs ~5000 a ton, the equivalent of a container 
load of five tons "t'Tould cost $25.00. By container use this could be 
reduced to $2.50, or one-tenth of the former method, 1.'Jith considerable 
decrease in 10ss and damage. 

Line-Haul Cost Comparison. Consideration 't·ras gi ven to the 
line-haul costs of moving containers by rail and by high"t·lay. For a 
hypothetica.l example of moving containers, a distance of t1.·ro hundred 
miles 'l'laS assumed, 't"Tith empty containers for the return journey. 

For rail transport, i t 1.·TaS assumed a loccm.oti ve utilized 
to a medium degree uould be used, three t't"renty-foot containers l'reigh­
ing 5,000 pounds each uould be utilized, and each uould be paclœd "t'Ji.th 
10,000 pounds of cargo, transported on one car. The car "t'lOuld be 
transported in a tralll of thirty cars. The cost for transporting the 
container car 1."lould be: 

Locomotive cost - 2 Je 200 miles @ $2.75 
a mile, di vided by 30 cars 

S'\:Titching cost - average per car for 30 cars 

Car cost - 2 Je 200 miles @ 3075cf; a mile plus, 
~j6.00 (3 day cycle) per car 

Fuel and Tre..ck cost - 1/20~ ~er ton mile 
(15 Je 200 Je 1/20 plus 72 Je lIJO Je 1/20) 

Containers - interest, depreciation and 
maintenance - ~i2 .00 a de..y 

Total 

Rounded 

$37.00 

20.00 

21000 

3.00 

18.00 

~~99.00 

'rhU8, to ce..rry f'ifteen tons 200 miles 1:lOuld cost ~i6. 60 per 
ton or 3.3 cents per net ton mile. 
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Turning to hight"lay transport, the Canadian National 
calctùLated that a fort y-foot truck chassis, over longer distances, 
could transport t~10 containers for thirty-five cents a loaded mile 
and thirty cents an empty mile. In the situation mentioned above, 
~Jith a three-day cycle, the cost of transpol"·ting t~ro containers by 
road l"rould be: 

Loaded - 200 miles @ 35i per mile 

Empty - 200 miles @ 30<[; per mile 

Container cost - ~;2 0 00 a day 

Total 

$70000 

60.00 

12.00 

$142000 

Thus, carrying tan tons 200 miles l:rould cost $14.20 per 
ton, compared l .. Jith $6060 per ton by railo By highuay, transport 
co st per net ton mile l"rould be 701 cents, l"lhile rail l"rould cost 
303 cents per net ton mileo This finding 't"lould encourage rail line­
haul 1"lherever possible 0 

Unloading the Line-Haul Vehicleo Savings in the unloading 
operations depend on the type of traffic and the size of shipmento 
Maximum saving 't"rould be achieved 't"lhere a container 't"laS carrying only 
one shipment 0 No loading and unloading of the contents 't-rould occur 
and the container could be transferred from the line-haul vehicle for 
delivery to the consignee's doclc. Nevertheless, even if the full 
contents of the container have to be unloaded and sorted, the cost 
1"10uld be less than a fort y-foot trailer or long raiblay car because 
of the penetration distance. 

Delivery. Economies may be effected if care is exercised 
in deli very. vJhere a large shipment and a number of small ones are 
loaded in a container, the driver may deliver the small shipments 
and then place the container on legs for unloading the large shipment, 
't"lhich l"rould allou the driver to commence deli very of other containers 0 
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USE OF CONTAINERS IN PRIVATE TRUCICING OPERATIONS 

The fol101'dng information 'trIas contained in a letter to 
the l'1riter, from the Dominion Electrohome Industr-les, Limited, dated 
October 13, 1966. 

Dominion Electrohome Industries, Limited, Kitchener, 
Ontario, manufactures a ,'.!ide range of products, including coloured 
television sets, stereo sets, radios, furniture, fans, humidifiers, 
intercom systems, and heating and lighting units. Some of the 
articles are manufactured in one plant, "J'hile others, such as tele­
vision parts, are manufactured in the Company' s various plants and 
cax-ried by truck to one plant for assembly operationso Therefore, 
there is a considerable trucking operation bet"Jeen the Company' s 
plants in Kitchener. 

In 1962, "dth only six plants, Dominion Electrohome uas 
using four standard truclcs ,'dth stake or bmt: bodies and, in addition, 
several cartage trucks '\.'fere hired on a full-time basis 0 Cost of 
truck transportation exceeded $30,000 a year. Trucks l1ere travel­
ling only 5,000 to 6,000 miles a year. 

In 196,3, three truck chassis for carrying containers and 
~'\.'1elve eighteen-foot containers l'dth roll-dm"ffi rear doors, ,'rere 
obtaine d0 These units 'Nere able to replace the four standard trucks 
being used and, also, the hiring of addi tional cart age trucks ,'ras 
reduced to a large extent. After a period of time it uas conserva­
tively estimated that the annual savings on the Company's truclc 
operations totalled $20,000. The mile age on the p0't'1er units uas 
almostdouble that of the former truck units, totalling 1l,000 miles 
peI' pm'ler unit. Each unit "laS handling apprmcimately fifty container 
loads a day. 

A further bene fit from the changeover is that at sorne of 
the smaller plants the containers can be used as portable l:larehouses. 
The door may be rolled dm-m and locked. Such containers cau be moved 
to the central "larehouse aftel" production is fini shed for the day 0 
The containers can be loaded and unloaded by plant personnel at their 
convenience and Little or no uaiting tille is involved for drivers. 

An additional truck chassis and four containers '\.'lere 
obtained in 1966, bringing the total number of chassis to four and 
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the container total to sixteen. The Company states that present 
units would seern to be optimum for their operation because it is 
possible to rent local containers for a "nominal feeu , on a sho: • .'t­
term basiso 

The chassis are licensed to carry just over 9,000 pounds 
and there are no licenses required for the containerso 

The officials of Dominion Electrohome Industries, Limited, 
are very pleased 'rÙ th their present fleet 1"lhich ideally meets the 
particular needs of the operation 0 
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USE OF FLEXI-VAN CONTAINERS AS COMPARED WITH PIUVATE CARlUAGE 

Savings of a Boston firrn shipping six trailer10ads 't-reekly 
to Chicago and st. Louis, Mo., are shm-Jn belm-l. The units are then 
deadheaded to Louisville, Ky., for return loads. 

Private Carriage Cost: 

Boston, Chicago, Louisville, Boston 

Boston, st. Louis, Louisville, Boston 

Weekly Cost: 4,750 x 6 trailers 

28,500 miles at 37014~ per mile 

Flexi-Van Cost: 

Boston to Chicago and Boston to st. Louis 

Louisville to Boston 

Van Renta! - 12 @ $1.0 per day - 4 days 

Pick-up and Delivery - Boston - Chicago 
- Louisville - St. Louis 

Weekly Cost 

Weelcly Eiaving: ~10,584090 - ~8,607 .00 

Annual Sa ving: :pl, 977 • 90 Je. 52 '-leeks 

- 2,274 miles 

- 2,476 miles 

4,750 miles 

- 28,500 miles 

*3,543 

3,264 

480 

1,320 

$ 10,584.90 

$ 8,607.00 

~) 1,977.90 

$102,850.80 

SOURCE: Director of Flexi.-Van Sales and Service, Ne't'T Yorlt Central 
System, Ne'\'l York, N.Y., July, 1966. 
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The fol101'rlng sununary is based primarily on a speech 
made by Mr. D.'Vlo Francis of Canadian Pacific Railuay Company, to 
the National Railroad Piggyback Association, r-iontreal, July 20, 19660 

The cargo cage, a type of container, is a recent imporLant 
development in transportation. It l'laS originally designed by the 
American Trucldng Associations, Inc. The Canadian Pacific Rail't-ray 
Company has been able to achieve additional savings on their con~ 
tainer operations by the use of cargo cages. 

The principle inv6lved in cargo cages is referred to as 
"batch handling" of small shipments. Cargo cages are fort y-four 
inches i'side, fifty-four inches long and seventy-eight inches high, 
possessing a cubic capacity of 100 cubic feet. Cargo cages can be 
fitted side by side into a standard container (ninety inches ,oside) 
and tuo can be fitted crossi'sise in a boxcar (110 inches ,oside) 0 

Cargo cages carry up to approJdmately 300 pounds. 

Initially these cages "t-iere used for Il bat ch handling" of 
small shipments from rail to road to ferryo Up to ten physical 
handlings '-lere eliminatedo As "t'Till be understood, each additional 
handling under conventional methods results in more expense and Dl 
greater transit time. 

More recently cargo cages have been used by the Canadian 
Pacific for the n~vement of fragile shipments such as phonograph 
records and pharmaceuticals. Such shipments are loaded in a cage 
an.d delivered untouched. 

One out standing situation in 1:lhich the railt-mys have found 
value in cargo cages, is to be able to set off shipments "Jhere an 
agent is l'lot on duty. The shipments are fully protected. 

According to Mro Francis, one of the leading cargo cage 
manufacturers in the United states (l'lame unlmm'Jll to the ,-rriter) claims 
that tests vsith motor carriers 8h01'l economies of the follmTing dimen­
sions: 
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Increased motor carrier efficiency of 200 per cent in 
hand.ling smal1 shipments 'Wlder 300 pounds. Increased 
efficiency of fifteen per cent for ~ll shipments under 
10,000 pounds. 

A reduction of t\"lenty per cent in the time required for 
unloading pick-up and delivery trucks and a reduction 
of twenty-five per cent for unloading line-haul trucks. 

An increase of fifty per cent capacity in a motor 
carrier's conveyor line capacity. 

Mro Francis stated that the above c1aims had been eJ~er­
ienced by the Canadian Pacific. By the use of cargo cages, 10ading 
and unloading time at termina1s has been reduced to about one-fifth 
of the time talcen fo~ individua1 e~ress shipments. 

In summary, fo11mTing are the objèctives of the manu­
facturers of cargo cages: 

Maximum f1eribili ty, rugged construction, 101:1 maintenance 
costs, 10'~'I initial costs, minimum cube 10ss, high trans­
portability, high mobility, maximum 10ading convenience, 
ease of assembly and minimum accessories. 
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A PARTIAL CONPARISON MADE BY GENERAL MOTORS, PACIFIC, LINITED, 
OF A GASOLINE TRUCK \VITH A DIESEL TRUCK 

Gasoline Truck Diesel Truck 

Tare 1rleight 6,720 pounds 8,230 pounds 

Price $6,938.00 $12,283.00 

Follm"d.ng are the partial costs for these trucks. The 
maintenance costs per mile are not estimated but, if they 1.1ere, 
according to otherinformation, they l:muld undoubtedly be lm"ler 
for the diesel truck than for the gasoline truck. 

Capital Cost - First Year: 

Interest 
Depreciation 

Total 

50,000 Miles Per Year: 

Capital Cost Per Mile 
Maintenance Cost Per Mile 
Fuel Cost per Mile 

Total 

100,000 Miles Per Year: 

Capital Cost Per Mile 
l1aintenance Cost Per Nïle 
Fuel Cost Per Mile 

Total 

Gasoline Truck 

:P 346.90 
2,081.40 

$2,428.30 

(Cents) 

4.85 
? 

80 50 -13.35 

(Cents) 

2.43 
? 

8.50 
10.93 

Diesel Truck. 

$ 614.15 
3,684.90 

$4,299.05 

(Cents) 

8.59 
? 

5.33 
13.92 --

(Cents) 

4.30 
? 

5.33 
9.63 

SOURCE: Motor Carrier, 1!-Iestrade Publications, Ltd., Vanco"uver, 
May, 1965, p. 24. 
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TYPES OF MOTIVE PO\'JER DISTRIBUTED ACCORDING TO 
TRUCK CLASSIFICATION, CANADA, 1964 

Glass Diesel Gasoline Other Total 

Percentages 

For-Hire 008 502 ?r 600 

Private Intercity 003 2008 001 2102 

Urban 0.2 3905 oll- 3907 

Farm 3300 0 0 1 33.1 

Total 103 9805 002 10000 

NOTE: olt- Negligible. 

SOURCE: D.B.So, Motor Transport Traffic, Canada, 1964, AppendDc 110 

DIESEL FUEL DISTRIBUTED BY GROSS VEHICLE WEIGHT. 
OF TRUCKS, CANADA, 1964 

Weight (Pounds) Thousands of Gallons . Per Cent 

Up to 5,000 683 005) 
5,001 - 10,000 188 002) 

10,001 - 15,000 267 002) 1.4 

15,001 - 20,000 144 0.1) 

20,001 - 30,000 519 Ooh) 
30,001 - 50,000 10,786 804-
50,001 and over 116,569 9002 

Total 129,156 10000 

SOURCE: D.B.S., Motor Transport Traffic, Canada, 1964, Table 20 
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DISTRIBUTION OF MOTIVE FUEL BY TRUCK CLASSIFICATION, 
CANADA, 1957 AND 1964 

Millions of Gallons of Fuel 

1227. ~ 

Class Diesel Gasoline Other Diesel Gasoline Other 

For-Hire 30.2 133.6 0.5 102.1 179.2 

Private Intercity 5.9 203.1 0.9 20.0 221.6 

Urban 0.9 153.6 -3' .. 7.0 260.2 

Farm 74.3 0.1 87.0 

Total 37 0 0 564.6 1.4 129.2 742.0 

, 
603.0 879.h 

NOTE: ~!- Negligible. 

Fuel for 1957 and 1964 can be compared. See page 6 of D.B.S., 
Motor Transport Traffic, Canada, 1964. 

0.3 

1.5 

0.3 

0.1 

2.2. 

SOURCE: D.B.S., Motor Transport Traffic, National Estimates, 1958, 
Table IB; 1964, Table I. 
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CARRIER COVERAGE AND SELECTED STATISTICAL DATA FROH THE 
DO~IINION BUREAU OF STATISTICS FREIGHT MOTOR CARRIERS, 

AND NOVING AND STORAGE, HOUSEHOLD GOODS REPORTS 

History 

In 1930, during the Census of l·ïerchandising and Service 
Establishments, the Dominion Bureau of Statistics obtained limited 
financial information on road transportation in Canadao Included 
\"1ere common intercity and rural motor carriers of freight and 
passengers, and urban bus firms 0 

The first annual motor transport financial report 't'TaS 

pub1ished by the Bureau in 19Uo It l;JaS entitled lIr.lotor Carriers 
Freight~Passengeron Carriers 'l:rere classified into t':lO categorieso 
Those earning gross annual operating revenues of lese than $20,000 
a year and those earning $20,000 and ovoro Carriers 1"1ere allocated 
acccrding to intercity and rural passenger and freight, or urban 
bus categories. 

Becuuse of staff shortages from 1942 to 1947, motor 
carriers earaing less than $8,000 a year 1"1ere eliminated frem the 
motor carrier report o 

In 19~ the Canadien \'1arehousing Association requested 
that the Bureau issue a 'l:J'arehousing report and, thus, firme engaged 
in public 't'larehoueing nere .eliminated from the motor carrier repol~t 0 

Considerable expansion uas uitnesscd in motor carriers 
after Uorld vJar IL This required more comprehensive statisticso 
The Dominion Bureau of Statistics, in cooperation uith provincial 
motor carrier boards and the Canadian Truclcing Aosociations, Inco, 
endenvoured to meet the needo In 1947 carriers 't'rith rumual revenu.es 
of i88,000 or less \'rere again included in the report of motor carriers. 

In 1954 motor carriers of freight 't'rere divided into four 
classes, ioe.: 

Class l - Firms uith groso annual operating revenuos 
of $500,000 or more. 
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Class II - Firms 't'Iith gross annual operating revenues 

from $100,000 to $499,999. 

Glass III - Firms 't"Iith gross annual operating revenues 

from $20,000 to $99,999. 

Glass IV - Firms 't'd.th gross annual operating revenues 

of less than $20,0000 

In 1955 passenger carriers ,'rere published in a separate 

report. 

Also, in 1955 the Bureau commenced to collect Class IV 

questionnaires on a random sample basis to reduce compilation time, 

because this clas6 of carrier represented s:i.Jcty-fi ve pel' cent of 

the total nUlI'.bers but accoulj;,ted for only s:i.Jc pel' cent of the total 

revenue. Hm'rever, in 1958 coverage again included ail firme but a 

sample is noi.'T taken of the returns and it is then inflated to 

represent the total from "Jhich it is chosen. 

In 1960 firms engaged primarily in the moving of household 

goods ,'rere removed from the motor carrier freight report, and the 

warehousing report, and they 't"lere inc1uded in the report covering 

moving and st orage of household goods. This data has been included 

in the financial information throughout this thesiso 

G ove rage 

Included in the motor carrier· report are firms 't'Jhich 

derive more than fifty pel' cent of their revenue from intercity 

service. The tuo major factors accounting for incomplete coverage 

are, first, firills engaged predominant1y in urban cartage or in some 

other llldustry and, second, carriers operating predominantly j~ the 

Uni ted states ,'rhich cannot provide separate statistics for thoir 

Ganadian operations. In addition, factora 'l;lhich account for fluctu­

ations in the total numbers are amalgamations, births and deaths in 

the industry and improvements in the Bureau's follou-up program. 

According to the motor carrier freight report, coverage 

is n01:1 considered to be representati ve of the industry. Officers of 

the Transportation and Public Utilities Division of the Dominion Bureau 
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of Statistics stated that in 1965 thare '\'.rere approximately 13,000 
intercity carriers in Canada, many of '\1hich 't'.rere earning less than 
$20,000 a year. They are included in, the Class IV group. As 
mentioned previously, 't'lhile they comprise t\'J'o-thirds of the total 
numbers, they account for just over six per cent of the total 
revenue. Those responsible for the collection of the financial 
statistics consider that coverage extends ta firms producing 't'leil 
over ninety per cent of the total intercity revenue. It should be 
remembered that firms included in this report earn more than fifty 
per cent of their revenues fram inter city service. 

Statistical Data 

Ta indicate change in the motor carrier industry, a 
number of tables appear belO't'1. ShO't'ffi are data relating to revenue 
for the years 1947, 1950, 1954, 1958, 1962, 1964 and 1965. Balance 
sheet information is included for 1958 and 1965. 

The year 1947 uas t't'J'O years after the vJar, 't'J'hile the year 
1950 't'TaS the starting point after the recessionary trends of 19490 
The year 1954 is included because of the l1eeding-out process, 
mentioned be101"J', and, also, recessionary trends 't'lere experienced. 
It is included in order to sh01'[ the 101'1 point reached during that 
year and subsequent years. Like't'Iise, recessionary trends 't'lere exper­
ienced in 1958 and, therefore, this year is included in the selected 
years. From 1950 om-Jard, two four-year periods 't'J'ere se1ected and, 
thus, a third four-year period \1aS included from 1958 to 1962. It 
is felt that this is an adequate period to sh01-1 gr01-1th trends. The 
years 1964 and 1965 \'Tere selected to sh011 most recent experience, as 
data for these years are the latest avai1able. 

There 't'TaS a considerable 't'leeding-out of motor carrier 
reports in 1954. In that year the motor carrier report (page 5) 
stated in part: 

ooothe number of returas tabulated for inclusion in the 
annua1 statistics has fallen from 4,040 in 1952 ta 
2,784 in 1954. This drop has been due in part ta an 
actual reduction in the number of firms in the industry 
because of mergers, business failures or incomplete 
returns previously uti1ized. A further important reason 
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for tho decline is the practice of carefully discard­
ing unsatisfactor.y reports in an attempt to improve 
the quality of these data. This has been moet apparent 
in the freight carrier series 't'1here a large number of 
construction firme, contract carriers, urban transfer 
firms, etc., have been removed from the mailing lists.oo. 

There follous a number of tables relating to financial 

TOTAL INTERCITY CARRIERS COVERED, TOTAL REVENUES, NET OPERATING 
REVEi\!UES AND AVERAGES, CANADA, SELECTED YEARS 

Average Average 
Number RevenuG Net Net 

of Total Pel' Operating Operating 
Year Carriers Revenues Carrier RevenuG Revenue 

Hill i OYlO ThouSa.ilds Millions Thousands 

1947 2,155 $ 6508 :1> 3005 :1> 50B $207 
1950 3,525 l110B 31.7 11.0 301 
1954 2,Ul IBl05 7503 1205 502 
195B 4,699 352.1 75.0 23.4 5.0 
1962 5,076 496.9 9707 2704 504 
1964 L .. ,6oB 60209 130.9 3704 B.l 
1965 4,555 719.1 15B.O 42.B 9.4 

Overall 
Percent age 
Increaso 
(Rounded) 

III 993 UB 63B 248 - - - -

SOURCE: D.B.S., l·lotor Carriers ~ Freight, 1947, 1950, 1954" 195B, 
1962, 1964 and 1965; 1,loving and Storage, Househo1d Goodsj) 1962, 
1964 and 1965. 
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INTERCITY CARRIERS EARNING $20,000 OR ~fORE ANNUALLY, 
THEIR TOTAL REVENUES, NET OPERATlJ.iJG REVENUES AND 

RELATED AVERAGES, CANADA, SELECTEO YEARS 

Average Average 
Number Revenue Net Net 

of Total Pel' Operating Operating 
Year Carriers Revenues Cal"rier Revenue Revenue 

I-fi11ions Thousands l-tillions Thousands 

1947 510 $ 5504 $lOB 0 7 $ 3.7 $ 703 
1950 718 9409 13201 702 1000 
1954 B48 17001 20005 9.8 1106 
1958 1,473 32803 22209 1800 1202 
1962 1,784 47007 26400 1903 100B 
1964 1,904 58009 30501 3007 16.1 
1965 2,027 69700 34400 3605 1800 
Overall 
Percentage 
Increase 
(Rounded) 

297 1,158 216 887 147 -

SOURCE: OoBoS., Motor Carriers - Freight, 1947, 1950, 1954, 1958, 
1962, 1964 and 1965; Moving and Storage, Household Goods, 1962, 
1964 and 19650 
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OPERATING RATIOS, AND PER CENT NET REVENUE OF TOTAL REVENUE, 
CARRIERS IN INTERCITY SERVICE, CANADA, SELECTED YEARS 

Year 

1947 
1950 
1954 
1958 
1962 
1964 
1965 

Operating Rat.io 

9102 
90.1 
9302 
93.3 
9405 
9308 
9400 

Per Cent of 
Net Revenuo of Total 

808 
909 
608 
607 
505 
602 
6,,0 

SOURCE: DoBoS., ~iotor Carriers - Freight, 1947, 1950, 1954, 1958, 
1962, 1964 and 1965; Moving and Storage, Househo1d Goods, 1962, 
1961:. and 19650 

OPERATING RATIOS, AND PER CENT NET OPERATING REVENUE OF 
TOTAL REVENUE, CARRIERS IN INTERCITY SERVICE ,EARNING 

$20,000 OR MORE ANNUALLY, CANADA, SELECTED YEARS 

Year 

1947 
1950 
1954 
1958 
1962 
1964 
1965 

Operating Ratio 

9303 
92.5 
94.2 
94.5 
9509 
94.7 
9408 

Per Cent of 
Net Revenue of Total 

607 
705 
508 
505 
401 
503 
502 

SOURCE: DoBoSo, 1·1otor Carriers - FrGight, 1947, 1950, 1954, 1955, 
1962, 1964 and 1965; Hoving and Storage, Househo1d Goods, 1962, 
1964 and 1965. 
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ASSETS, LIABILITIES AND Œ'1IIJERS' EQUITY, INTERCITY FOR-HIRE 
CARRIERS EARNING $20,000 OR MORE ANNUALLY, CANADA, 

1958 AND 1965· (1964 PERCENTAGES IN BRAGIŒTS) 

Per Per Per 
~fillions Cent ~fi11iona Cent Cent 

Assets 

Current 

Net Fixed 
(1-1otor Carrier) 

Net Fixed (Other) 

Other 
(e.g., Investments) 

'rotal 

- $ 63.6 31.8 

115.0 57.4 

6.2 3.1 

$20003 100.0 

Liabilit.ies and Ot-mers v Egui t;y: 

Liabilities: 

Current - $ 58.7 29.3 

Equipment Obligations and 
Other Long-Terrn Debt -

Other (Reserves) 

Ot-mers' Egui ty: 

Capi ta! Stoclc and 
Investment 

Surplus 

Total 

32.1 16.0 

50.4 25.2 

$200.3 100.0 

222.9 51.2 (49.8) 

9.4 2.2 (2.1) 

64.9 14.9 (17.7) 

$435.2 100.0 (100.0) 

$137.7 31.6 (29.8) 

110.1 

15.9 

25.3 

3.7 

(26.0) 

(3.6) 

71.4 16.4 (17.9) 
100.1 23.0 (22.7) 

$435.2 100.0 (10000) 

IIJOTE: Balance sheet information is available from 1958 om·lard. It 
has been published for carriers earning $20,000 or more annually. 

SOURCE: D.B.S., Motor Carriers - Freight, 1958, 1964 and 1965; 
r10ving and storage, Househ01d Goods, 1964 and 1965. 
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RETURN AFTER TAXES ON Ov.'NERS' EQUITY FOR CARRIERS EARNING 
~O,OOO OR MORE ANNUALLY, CANADA, 1958 AND 1965 

Millions Percentage Return 

1958 

Net Incorne :p 1202 

Ovmers v Equi ty 8205 1408 

1965 

Net Incorne $ 2509 

Ovmers v Equi ty 17101 1501 

SOURCE.: D.B.So, Notor Carriers - Freight, 1958, and 1965; Moving 
and Storage, Household Goods, 1965. 
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CmiPARISON OF FINANCIAL DATA FOR ROAD, RAIL, AIR AND 
1'JATER TRANSPORT, Al.W OIL MID GAS PIPELINES, 

CANADA, 1964 AND 1965 

The follol:.ring financial comparison is linlited because of 
lack of information and the varied situations eJdsting for the dif­
ferent modes. For e)œmple, balance sheet data is published for motor 
carriers earning $20,000 or more annually, l:lhile it is not published 
for any 't1ater carriers. 

As there is not a standard presentation of material, 
coverage for the various modes is as follO't"IS: 

10 J.:Iotor carriers - those carriers earning ~i20,000 or more annually. 

2. All raih!ays - ail carriers. 

3. Air carriers - all schedule and non-schedule Canadian carriers. 

4. 't'Jater - al! carriers earning $50,000 or more annually. 

5u Oil Pipelines - all carriers are included. 

6. Gas Pipelines - aIl transport and distribution systems. 

Further, as mentioned in Chapter II, in the railuay industry 
an unusual situation e)dsts in that the Canadian National earns sorne 
operating profit but is faced l:1ith heavy fixed charges. In a large 
number of the years since its incorporation, the Ganadian National 
has shOl:Jl1 a deficit, l:Ihich has been borne by the Government of Canada. 
Whenever a surplus has been recorded by Canadian National, it has 
bean paid into the Canadian 'rreasury. 'VJith this peculiar situation 
e)dsting the "returnll data for the raihmy industry is extrernely 101'1. 

In vie,,'! of this, Canadian Pacific figures are Blso shOl:Jl1 separately 
in this financial comparison. 

There are tl:l0 tables shOlm belO't"l. The first relates to 
revenues, expenses, operating ratios, and net incorne. The second 
relates to the distribution of total capital betueen loan capital and 
Ol:Jl1ers' equi ty or risle capital. 
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OPERATlNG REVENUES, OPERATING EXPENSES, NET OPERATING REVENUE, 
NET INCONE, ROAD, RAIL, AIR AND \vATER TRANSPORT, AND 

Hode 

Road 
Rail 
CoP.R. 

Air 
vlater 
Oil Pipelines 
Gas Pipelines 

Hode 

Road 
Rail 

C.PoRa 
Air 
vJater 
Oil Pipelines 
Gas Pipelines 

OIL AND . GAS PIPELINES, CANADA, 1964 
AND 1965 WHERE AVAILABLE 

Operating Revenues Operating EJc:penses 

1964 1965 1964 1965 

Millions Millions 
;$ 58009 * 69700 ~ 550.2 $ 660.5 
1,45406 1,51001 1,36306 1,42002 

55409 566.6 51000 52405 
33409 393.6 31506 36B.2 
339.1 365.2 33402 35B.l 
13B.5 1450B 5403 5702 
44O.B NIA 294.5 NIA 

Net Operating 
Revenues Net Incarne 

1964 1965 1964 1965 

Millions lüllions 
:$ 3007 $36.5 :p22.6 $25.9 

91.0 90.0 41.B 50.4 
.44.9 42.1 58.6-lE- 61.7-lE-
19./:- 25.4 B.4 13.5 

5.0 7.1 17.B 20.9 
84.2 88.6 46.0 55.5 

146.3 NIA 68.3 NIA 

NOTE: ~~ Includes ~23.B million non-rail incorne for 1964 and 
$2908 million for 1965. 

SOURCE: D.B.S., J:.1otor Carriers - Freight, Part l, pp. 13 and 23, 
Part II, pp. 10 and 17, 1964 and 1965; Moving and st orage:, Househo1d 
Goods, 1964 and 1965; Railway Transport, Part II, 1964, pp. 13, 31, 
39, 41 and 48, 1965, pp. 15, 33, 41, 43 and 50; Civil Aviation, 1965 
(Preliminary), p. 10, and 1966 (Preliminary), p. 10; Water Transportation, 
1964 and 1965, p. 15; Oil Pipeline Transport, 1964 and 1965, p. 39; 
Gas Utilities (Transport and Distribution Systems), 19640 
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PERCENTAGE DISTRIBUTION OF CAPITAL FOR ROAD, RAIL, AIR AND WATER 
TRANSPORT, AND FOR OIL AND GAS PIPELINES, CANADA, 1964 

Type of -3~ Oil Gas 
Capital Road Rail Air Water Pipelines Pipelines 

Percentages 

Debt 39.0 61.8 86.0 NIA 63.1 70.4 
C.P.R. (44.4) 

Otmers' 
Equity 61.0 38.2 14.0 NIA 36.9 29.6 

C.P.R. (5506) 

Total 100.0 100.0 100.0 100.0 100.0 

NOTE: Data for 1965 is not yet available for Air Transport and 
Gas Pipelines. 

-lE- Air Canada is financed almost completely on a debt basis 0 

SOURCE: DoB.S., Hotor Carriers -: Freight, 1964; Hoving and Storage, 
Household Goods, 1964; Raihlay Transport, Part II, 1964; Civil 
Aviation, 1964; Water Transportation, 1964; Oil Pipeline Transport, 
1964; Gas Utilities (Transport and Distribution Systems), 1964. 
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AVERAGE RETURN ON OWNERS' EQUITY AND ON TOTAL INVESTED CAPITAL FOR 
l-iAJOR GROUPS OF CANADIAN COMPANIES \oJHICH EARNED A PROFIT IN 1964. 

FOR COHPARISON PURPOSES MOT OR TRANSPORT 18 SHOVJN SEPARATELyl 

Number of Net Income Net Income 
Profitable to to 

Group Companies Ol/mers' Equity Total Capital 

Percentages 
Agriculture 1,206 15.9 12.2 

Fore~try 772 17.7 16.2 

Fishing 61 17.4 13.3 

Mining, Oil 
and Quarrying 721 5.3 5.2 

Range2 (2.2 to 1503) (2.2 to 13.LJ 

Manufacturing 14,117 805 7.9 
Range (3.2 to 21.8) (304 to 20.9) 

Construction 9,345 16.2 15.1 
Range (16.3 to 21.2) (lL4 to 19.6) 

Transportation, 
Storage, Communications 
and Uti1ities 3,859 6.5 5.7 

Range (3.4 to 24.3) (3 .4 to 20.1) 

Who1esale Trade 12,510 12.0 lL7 
Range (7.2 :to 15.2) ( 7 02 to 1~ .• 5 ) 

Retail Trade 15,548 10.9 10 • .3 
Range (8.9 to 15.5) (8.5 to 15.2) 

Services 10,417 13.2 12.1 
Range (6.2 to 23.0) (6.1 to 22.4) 

Ail Companies 86,186 6.8 6.0 

Motor 'fransport 1,708 111-.2 13.2 
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NOTE: 1 Motor Transport is also inc1uded in the Transportation 
group. 

2 The range indicates the 10't'1 and the high for individ1.lal 
industria1 groups ,-Ti thin the maj or group, e 0 go, in the 
Manufacturing group Petro1eum Refineries shO't'led 302 per 
cent return while Distilleries and Wineries showed 21 0 8 
percent returno 

SOURCE: Canadian Imperial Bank of Commerce, IINe't'lsletter,1I :t-Iay, 1967. 
The data 't'lere e)ctracted from "1966 Taxation Statistics, Part Tl'10, Il 
published by the Department of National Revenue, Ottal'la. Included 
are all companies 't'Tith total assets of $1,000,000 or. more, or 
taxable income of $50,000 or more. Otherwise, a sample is usedo 
ApprOJdmately nineteen per cent of all Canadian corporation tax 
returns are included. 



Appenfuc. XXXVII 

PROPORTIONS OF TRUCKS, TRACTORS AND TRAILERS Où"JNED AND 
LEASED BY CLASSES l, II AND III N:OTOR CARRIERS, 

AND HOUSEHOLD GOODS MOVERS, CAI'JADA, 1965 

Vehicles Class l Class II Glass III Household Goods 

Percentages 

Trucks: 

Ot-med 9L4 97.3 9900 9708 
Leased 806 207 100 2.2 -- --

10000 10000 100.0 10000 ---- --
Tractors: 

Ût'med 8308 9501 9702 92.5 
Leased 1602 -'±J.. 208 ---1:2 -

100.0 10000 10000 100eO ---- --
Trailers: 

Otmed 91.1 96.5 9603 9508 
Leased 809 --hl ---'hl.. ~ 

10000 10000 10000 10000 -- ----

SOURCE: D.BoS., Motor Carriers - Freight, 1965; Moving and Storage, 
Househo1d Goods, 1965. 



-365-

Appendix XXXVIII 
(Sheet one of 
seven sheets:) 

DATA FOR REGRESSION AND CORRELATION OF INTERCITY NET TON MILES AND 
GROSS NATIONAL PRODUCT IN CURRENT DOLLARS, CANADA, 1939-1965 

Intercity Gross 
Not Ton National 

Yea.r l,files Product 

Billions 

y X y2 }(2 

1939 107 $ 506 2089 31036 
1940 108 607 3024 44089 
1941 202 803 4084 68089 
1942 204 1003 5076 106.,09 
1943 205 ilol 6025 l23021 
1944 207 1109 7,,29 141061 
1945 300 iloS 9000 13902ll-
1941> 305 1109 12025 141061 
1947 403 1302 18049 174024 
1948 502 1501 27004 228001 
1949 509 1603 340Bl 265069 
1950 706 llLO 57076 324000 
1951 802 2102 67024 449044 
1952 809 2400 79021 576000 
1953 908 25 00 96004 625000 
1954 1000 2409 100000 620001 
1955 100 3 2701 106009 734041 
1956 1006 3006 lJ2 .. 36 936036 
1957 1007 3109 114049 1,017061 
1958 14.1 3209 198081 1,08204~ 
1959 1404 3409 207.36 1,218001 
1960 1308 3603 190.44 1,317069 
1961 16.1 3705 259.21 1,406025 
1962 1606 40.6 275056 1,648036 
1963 1607 43.4 278089 1,883.56 
1964 18.2 4704 331.24 2,246.76 
1965 1904 5200 376036 2,704000 

--
Total 240.,6 $64909 2,982092 20,254071 

SOURCE: DoB.So, 1:Jeelcly BullGtin, February 17, 1967; National 
Accounts, 1926-1956, 1961, 19650 
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Year TI Ye d d2 

1939 9052 L.li 0059 003481 
1940 12006 1057 0023 000529 
194~ 18026 2025 -0005 000025 
1942 24072 3010 -0070 004900 
19J~3 27075 3043 -0093 008649 
1944 32013 3077 ~1007 101l:49 
1945 35040 3073 -0073 005329 
194h U065 3077 -0027 000729 
19l}7 56076 4032 =0002 000004 
19k8 78052 5012 0008 000064 
1949 96017 5063 0027 000729 
1950 136080 6035 1025 105625 
1951 173084 7070 0050 002500 
1952 213060 8088 0002 00000k. 
1953 245000 9030 0050 002500 
1951:- 249000 9026 0074 005476 
1955 279013 10019 0011 000121 
1956 32l~036 11066 -1006 101236 
1957 3l!1033 12021 -1051 202801 
1958 463089 12063 1047 201609 
1959 502056 13ol:S 0092 008464 
1960 500094 14007 =0027 000729 
1961 603075 14058 1052 203104 
1962 673096 15088 0072 00 51Sl} 
1963 724078 17007 -0037 001369 
1964 862068 18075 -0055 003025 
1965 1,,008080 20069 -1029 106641 

Total 7,737036 1706276 

NOTE: Ye - Theoretieal Regression Valueso 
d ... Deviation of Actual Values (y) 

From Theoretical Values (Ye)" (Y-Ye)o 
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To obtain the line of regression, 'uhich ia linear, use equatioll 
y = a. + bXo 

To obtain values of a and buse equations: 

Substituting: 

lE (y) = Na + bLOC) 
IIE(:XY) = aL,(X) -1- bE(x2 ) 

l 240060 = 27a -1- 64909b 
II 7,737036 = 64909a -1- 20,254071~ 

Subtracting l from II: 

II 7,737036 = 64909a + 20,254071b 
- l 5,791024 = 6l~909a -1- 15,643009b 

1,946012 = 4,61L62b 

b = 1,946012 
--- = oJ.a2 
4,9611062 -

Substituting the value of b in oquation 1: 

240060 = 27a -1- 64909 (0422) 
240060 = 27a + 27402578 

27a = 240060 - 27402578 
27a = -3306578 

a = -1025 

Lino of rogrossion Yc = -1025 + 01:22X 

'\:Jhere Yc = The theoretical Net Ton Niles in billionso 

X = The Gross National Product in billionso 
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To calculate the coefficient of correlation the standard deviation 
and standard error of estimate are required. 

standard Deviation: 

This measurement indicates the variation about the 
arithmetic mean. 

Use Formula: 

(J'y = J 2:~y2) -(~r 
Substituting: 

2,982092 - (2~.61 2 
Cly = 

27 27 

Dy = VIIO.48 - 79.41 

Oy = V31007 

Gy = 5057 

Standard Error of Estimate: 

This measurement indicates the variation or scat ter 
about the line of regression. 

U se Formula: 

Sy = VE~d2) 
Substituting: 

Sy = 0~7.6276 
27 

Sy = V-6529 
Sy = .. 8080 -_. 



-369-

Calculation of Coefficient of Correlation: 

Appendix XXXVIII 
(Sheet five of 

·seven sheets) 

This measure indicates the comparative association 
bèt\"leen t't10 statistical serieso 

Use Formula: 

r = 

Substituting: 

r = 

r = 

r = 

.r:s1 V 1 
- 0/ 

VI 08080 

5057 

VB549 
0925 
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Follmdng is a project.ion of inter city net ton miles for road 
transport based on Yc = -1.25 + .422X: 

Year 

1966 
1967 
1968 
1969 
1970 
1971 
1972 

x 
Billions 

$57.8 
61.9 
66.2 
70.8 
75.8 
80.9 
86.4 

2.3.1 
24.9 
26.7 
28.6 
.30.7 
.32.9 
.35.2 

SOURCE: The 1966 Gross National Product 1:TaS available from the 
D.B.S., Honthly Revie't'T for May, 1967. For the years 1967 to 1972, 
a 7.0 percent increase l:Ias originally sho"t'Ino This decision 't'JaS 

based on information received from Ml". A.S. Rubinoff, Director, 
Economie Analysis Division, Department of Finance, ottat'Ia, in a 
let ter to the 't'!ri ter, dated 1,larch .30, 1967. The request made by 
the 't'friter, 't"las for a projection of the Gross National Product in 
current dollars to about 1972. Mr. Rubinoff's letter stated in part: 

There are no official Govenunent of Canada projections 
availab1e. Hm'Tever, you could dra1:1 upon the 't'Jork of the 
Economic Council of Canada ltThich you mentioned in you!" 
letter, as 't'Tell as sorne material given in Volume II of the 
Report of the Royal Conunission on Taxation. In round 
terms, both of these sources yield an increase in poten­
tial Gross National Product in real terme of about 5 pel" 
cent pel" annum unti1 1970. No detailed uork has been 
carried on for subsequent years, but depending upon the 
pm'pose to 't"Thich you 't'rish to put the material, you might 
consider using the Saille annual increase for t't'JO or three 
yearD past, 1970. 1-1ost projection liTork that has been done 
has been done in constant priees. The development of 
prices in Canada depends to a very considerable rodent 
on deve10pments else"t'rhere, 't'lhich are eJC.tremely difficult 
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to predict 0 The Economie Council of Canada in its 
First Annual Reviet·! described the period from 1953 
to 1963 as being one of reasonable price stabi1ityo 
During these years the average increase in the GNP 
def1ator amounted to just s1ightly less than 2 peI' 
cent pel' annum. 

In vie.t1 of the above, it t'ras decided to use a 700 pel" cent increase, 
as probably this 1:10uld be as close an estimate as might be madeo 

On September 17, 1967, the Fourth Annual Reviet1 of the Economie 
Council of Canada uas releasedo The forecastof grot·Ith in GoN oP 0 

in constant dollars to 1970, t1as projected as 500 pel' cent a year o 

For 1971 to 1975 the annua1 grouth suggested "t'Jas 4075 pel' cento 
Therefore, in this study gI'o~rth in the GoNoP~ for 1971 and 1972 
in current dollars has been projected on the basis of 6075 per cento 
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NATHEMATICAL PROJECTIONS OF NET TON MILES FOR FOR-IITRE, 
PRIVATE INTERCITY, FARM AND URBAN TRUCKS, AND 

FOR-IITRE REVENUE, BASED ON THE ANNUAL 
GEOMETRIC INCREASE FROM 1957 TO 

1963, CANADA, 1964-1972 

Use Formula y = alYC 

For Net Ton Miles: 

y = 

a = 

b = 

x = 

For For-Hire Revenue: 

y = 

a = 

b = 

x = 

Billions of net ton miles each year 

Billions of net ton miles - 1957 

One plus the annual percentage increase 
expressed in decimals 

Number of years 

I-üllions of dollars 

rüllions of dollars - 1957 

One plus the annual percentage increase 
expressed in decimals 

Number of years 

NOTE: The figures 't'Ihich follo1:1 have been rounded in most instances. 

The net ton mile and revenue data used in the fol101."ûng calculations 
ltrere obtained from DoB.So, :r.lotor Transport Traffic, National 
Estimates, 1958 and 1963. 
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Net Ton rtLlcs - Billions 

~lation of Increase: 

Solving for 

Solving for 

Substituting 
Rcarrangc 

or 
\'Jhence 

a: 
y 

60 7 
000 a 

b: 
y 

1200 
b6 

log b6 
log b 

log b 

log b 
b 

1957 607 
1963 12.0 

= abx 

= abo 
= 607 

= a~e: 

= 607 b6 

= 1200 
607 

= log 1200 log 607 
= log 1200 log 607 

t) 

= 10079181 00826075 
6 

= 00042184 
= 10102 

Arinual gcometric increase - 1002 peI' cent 

Application of Increase of 1002 peI' cont for projection -
applied to 1963 data and pro,iocted foruard to 1972: 

Billion N0t Ton Mil08 

1963 ~ 
1964 ~ 
1965 -
1966 -
1967 -
1968 -
1969 .-
1970 
1971 -
1972 -

1200 
1302 
1406 
1601 
1707 
1905 
2L5 
2307 
26 0 1 
28 0 8 

1972 ...... 0 ••••••• 280800 
Add: Proportionate 
diff0r0nc0 of 0 0 2 
billion net ton miles 
b0t't"leon regression 
and geom0tric projec-
tions •.••••.••.•..•.•••••.•• 00184 

280984 

or' 29 0 0 
::::.:.::...::: 
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Net Ton Hiles - Billions 
1957 306 
1963 403 

Appenllit: XXXIX 
(Shoet three of 
si:Jt: sheots) 

Calculation of Increase: 

Solving for a: 
y = abJC 

306 = abo 
0 a = 3.6 .0 

Solving for b: 
y = ab:lt: 

Substituting 403- = 306 b6 

Re arrange b6 = 403 
3.6 

or log b6 = log 403 log 3.6 
l'Jhence. log b = log 403 log 3.6 

6 
log b = 00633468 00556303 

6 
log b = 00012860 
b = 1.030 

Annual geometric increase - 300 per cont .-
Application of Increase of 300 per cent for projection -
app1ied to 1963 data and pro.iected fOl"'l'rard to 1972: 

1963 ~ 
1964 ~ 
1965 -
1966 -
1967 -
1968 -
1969 -
1970 -
1971 
1972 -

Billion Net Ton l-files 

4.3 
404 
405 
4.6 
407 
40 8 
4.9 
5.1 
503 
505 

. 1972 0 0 •••• 0 0 •• 0 • 0 0 50500 

Add: Proportionate 
difference of 002 
billion net ton miles 
botuoon regression 
and goomotric projec-
tions ••.•....• 000 •• 0 •• 0000000014 

5.514 

or 5.5 
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FAill·l TRUCKS 

Appondix XXXIX 
(Shoet four of 
sDe sheets) , 

Net Ton Uioles - Billions 

Calculation of Increaso: 

Solving ~or a: 

Solving ~or 

Substit';lting 
Roarrango 

or 
't"Jhenco 

y 

0.4 

log b6 

log b 

log b 

log b 
b 

1957 0 0 4 
1963 0 0 5 

= abJe 

= abo 
= 004 

= abJe 

= 0.4 b6 

= 0.5 

= 
= 

Ool:. 

log 005 
log 00' 

6 
= 00698970 00602060 

= 
= 

00016151 
1003B 

6 

Annual geoEetric increaso - 30B pel' cont 

Application of Increaso of 308 pOl' cent for projection -
applied to 1963 daté). ald pro.iected fonrard to 1912: 

Billion Net Ton !tUes 

1963 = 

1961:. -
1965 -
1966 -
1967 ~ 
1968 = 
1969 -
1970 -
1971 -
1972 -

0050 
0.52 
0.5l:-
0.56 
0058 
0060 
0.63 
0065 
0.68 
0.71 

1972 0000"0000"00 00710 

Add: Proportionuto 
differonce of 0.2 
billion net ton miles 
botu'eon regrossion 
and geometric projec~ 
tions eooooooooooooooooooooo 00002 

00712 

or 007 
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URBAN TRUCKS 

Net Ton Hiles - Billions 
1957 103 
1963 109 

Calculation of Increase: 

Solving for a: 
y, = ab:ll: 

103 = abo 
0 a 00 = 103 

Solving for b: 
y = ab:lt 

Substituting 109 = 103 b6 

Re arrange b6 = 109 
103 

or 10g'h6 = log 109 log 103 
l'Ihence log b = log 109 log 103 

6 
log b = 00278754 00113943 

6 
log b = 00027468 
b = 10065 

Annuel goometric increase - 605 per cent 

Appondut XXXIX 
(Shoot five of 
six. shoets) 

Application of Increase of 605 pel' cent for projection -
applied to 1963 data and pro,;ected fo!'t'rard to 197.&: 

Billion Not Ton Hilos 
1963 ~ 109 
1961). ~ 200 
1965 ~ 202 
1966 - 203 
1967 - 20LI-
1968 ~ 20 6 
1969 - 207 
1970 - 300 
1971 - 302 
1972 - 30h 



Use formula Y = 
\'1here Y = 

a = 
b = 

Jt: = 

.. 
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FOR-HIRE REVENUE 

a})Jt: 
!·tillions of dollars 

Appenfut: XXXIX 
(Sheet sût: of 
siJt: sheets) 

!üllions of dollars - 1957 
Ono plus the nnnual percentage increase 
oot:pressed in decimals 
Number of years 

1:tY:lions 
1957 - $490 0 9 
1963 - 81809 

Calculation of·Increase: 
Solving for a: 

y 

490.9 

Solving for b: 
y 

Substituting 81809 
Rearrange b6 

or log b6 
l'Jhence log b 

log b 

log b 
b 

= abx 

= abo 

= 49009 

= a~r:: 

= 490.9 b6 

= 818.9 
49009 

= log 81809 
= log 818.9 

= 2091'3231 

= 0.037040 
= 10089 

log 49009 
'log 49009 

6 
20690993 

6 

Annual geometl'ic increase - 8.9 per cent 

Application of Increase of 809 per cent for projection -
~lied to 1963 data and pro.iected foruard to 1972: 

Millions r·til1ions 

1963 $ 81809 1968 $1,25L:..2 
1964 89108 1969 1,36508 
1965 97102 1970 1,487.4 
1966 1,057.6 -1971 1,619.8 
1967 1,151.7 1972 1,764.0 
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