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PREFACE 

The present study is intended as a descriptive analysis of the 

problems of public ownership and control in Canada. The author bas 

chosen for this study two major and controversial Crown Oorporatio~s 

- as they are called in Canada - mainly because of their interesting 

similari ti es and dissimilari ti es ui th each other. Both the Oanadian 

National Railways and the Oanadian Broadcasting Corporation represent 

a young country 1 s determination to attack the uroblems of national 

and economie ureservation in a bold and pragmatic way. This attack 

has been stimula.ted by the fact that Canada lives under the shadow of 

a giant neighbour, rich in culture and resources. 

The story of the growth of uublic mmershin in railways and 

broadcasting as narrated in this 1-rork reveals one interesting 

contrast - that of the change in the concent of state activity. The 

country 1s raihmys vrere nationalised not because of any danp:er of 

foreign domination in their operation, but to preserve 1orhat -, over 

exuberant foreign as well as domestic private enterorise had already 

launched on the national scene. The railway exoa.nsion, it is true, 

proceeded with the blessinp:s and even assistance of the government of 

the ti.me but at no point was i t considered desirable for the state to 

actively ryarticipate in the actua.l oneration or ownershin of the 

raihrays as a whole except wi th a few notable exceptions. 

Broadcasting nresents a rather different picture. In this case 
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• it 1·ms not like the problems of saving a few faltering 9rivate · 

railways unable to face competition in an expanded field, but something 

much more complex. The exuberance of priva te capital was missing in 

broadcasting and the country was faced with the threat of cultural 

invasion from the South. Whatever meagre private initiative was 

present in this field was devoted to commercial interests both domestic 

and foreign and the country was faced wi th the problem of channel~~ 

radio cormmnications in a East-West direction rather than a North-South 

one. The bonds of steel which had united the young nation from the 

Atlantic to the Pacifie needed to be reinforced by links of airwaves. 

Public ownership in this field was needed more badly than was true 

for the railways. vlith ptivate capital shy, profit-minded and 

susceptible to foreign influence, public ownership and oueration of 

the broadcasting facilities was the only solution. 

Nonetheless a sense of realism continued in the final 

organization of this important medimn. The country once again showed 

its non-ideological attitude by allo~.üng the privately owned 

broadcasting stations to work alongside and in cooperation with the 

public owned ones towards the common goal of national integration. 

Throughout this increase in state participation, the problem of 

mana~ent and accountability was uppermost in the minds of students 

and leaders. 

This thesis sets out to discuss the various instruments through 

which·the public corporation is m1bjected to public control and .. 



accountabili ty. Parliament consti tu tes the main element in the spectrum 

of accountability and the study shows that the Canadian Broadcasting 

Corporation (CBC) and the Canadian National Raili-1ays. (CNR) are subjected 

to an elaborate system of control exercised by the government and 

Parliament. Parliament although possessed of extensive techniques of 

control and opportunities for their use, bas not used them very 

effectively. 

This question of public ownership and accountabili ty bas not 

been tackled in Canada on so large a scale as in Great Britain, 

consequently insufficient secondary materials are available on the 

~roblem. The author bas relied extensively on British exnerience in 

order to point out the contrast with Canadian practice. The author has 

also liberally consulted the recent work of Professor L.D. Musolf 

(Public Ownership and Accountability - The Canadian Experience, 

Harvard University Press 1959). The main sources, however have been 

government documents, De ba tes of the Canadian House of Commons and 

Reports on the Committee Proceedings. 

The author finally wishes to thank the Reference Department and 

Inter-Library Loan Service of McGill University Libr~r, the Librarians 

of the CNR Library in Montreal and of the Parliament Library in Ottawa 

for their invaluable help in locating the relevant materials. He is 

also obli!!9d to Mr. J .D. Wahn, Chief Economist of the CNR in Montreal 

for his natience in answering technical questions. However, the 

vieiors expressed in this l-J"Ork remain the responsibility of the author. 
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ABSTRACT 

Management of public enterprise in Canada has been generally 

entrusted to a public corporation which, i t is argued, provides 

the necessary managerial freedom from undesirable political control. 

It is also considered to encourage both productive competitiveness, 

and a sufficient degree of public control in accordance with the 

principle of responsible government. 

The Canadian Broadcasting Corporation and the Canadian National 

Railways are under considerable public control through the media 

of regulatory and investigative agencies, both parliamentary and 

governmental. Parliament, which constitutes the apex of the 

administrative pyramid, possesses sufficient opportunities and 

methods to exercise its control on these corporations. It is 

however,suggested that Parliament has not utilized these opportunities 

to the full extent. 



THE GROWTH OF PUBLIC OWNERSHIP IN CANADA 

The history of publio ownership in Canada oan be in one sense termed 

a history of Canada itself. The abject of the present study in the growth 

of this aotivity of Goverrnnent, is to point out the essentially pra~atio 

and non-ideological approaoh that has been adopted in Canada since i ts 

entry into the modern age. This it shared w:i.th most countries of the 

Western world but added to the general task of industrialisation were two 

problems peculiar to Canada alone - tho se of geography and sparsi ty of 

population. In spi te of the faot that Canadians have shawn their dislike 

for governmental participation in business, they have agreed that in soma 

spheres - on practical considerations - auch participation can be and· 

should be encouraged. This principle is present in the history of 

railways and broadcasting in Canada. The writer has chosen these two 

different but equally important segments of life because of their important 

·· ·.·contribution to the development of Canada as a nation. 

To Canada both railways and broadcasting are much more special than 

in any other country. They explain a new but rich country 1 s determination 

to preserve and promote its identity as a nation. Perhaps this .fa.ct 

becotll:es more important to Canada on account of its proxi.mity to a culture 

and economy which flourished in a.lmost similar environs. This is the 

reason why it is said that the history of the railways and other economie 

aotivities in Canada is the history of the nation. 

i 

j 
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The present section is intended to deal wi th the development of 

railwa;rs in Canada and to events leading to govemment talœ over of 

priva te railways. The early history of thè rail ways in Canada shows 

that the governm.ent bas been reluctant to assume 8l\f direct responsibility 

for their development. But the idea of h aving a comecting link between 

the different parts of Canada is an old one. In 1827 the British Governm.ent 

was persuaded to talee an interest in the provision of this much needed link 

between the British North .American Colonies particularly in the Eastern 

section; but the main dri ving force behind the Imperial Government 's 

move was defence. Later the Imperial Governm.ent approved the undertaking 

of a preliminary Stll"'V'6Y' of the problems of linking the Maritimes to the 

other provinces of Canada, ldth one important condition that the proposed 

railway should not be built too close to the United States border. The 

move gained f'u.rther impetus when in 1835 the Provinces of Nova Scotia 

and New Brunswick voted approval of a project to link st. Andrews, New 

Brunswick with Quebec. The home govemment granted 10,000 pounds tovards 

the oost. of t.he survq. 'l'he who:è project., however, fel.l. t.hrougb :in t.he 

wake of a hostile u.s. press campaign ldl.ich claimed that som.e of the land, 

through which the proposed route was charted, belonged to the u.s. 

This incident did not, however, dampen the spirits of those :in 

favour of a rail link and the Nova Scotian legislators again in 1848, 

voted to grant a strip of 10 miles of crown land on ei ther sid.e of the 

newly surveyed line. It also voted 20,000 pounds as interest on loans. 
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This tfme the British Government was indifferent. New Brunswick bad also 

taken an active interest in the project but commercial interests were 

strong enough to prevent this colon:y from taking aiJ:1 active part in the 

construction. Immediate considerations favoured a direct link wi th the 

New En gland sea ports rather than relying on unpredictable poli tic al and 

canm.ercial benefits that might accrue from a link with the United Provinces 

of Canada. 

The year 1851 should constitute one of the landmarks in the history 

of public ownership in Canada. 'l'hat year Joseph Howe, one of the most 

important railway pioneers of Canada started a campaign for the construction 

of a state railway to cormect different parts of British North .America. 

\-Ti th crusading zeal he propagated the idea of nationally owned railways. 

Had his ideas been accepted, Canadian federation would long ago have been 

accompli shed. Howe 1 s argument in favour of state owned railways was that 

such an important channel of communication could not be safe~ entrusted 

to private hands whose only concern was accumulation of profit. Also he 

maintained that since railways were built out of the people 1s resources 

and industry, they must own them. Gradually Howe 1 s idea succeeded in 

convincing some people of the desirability of public ownership and 

participation in railway development. Sir John Harvey, the governor of 

Nova Scotia, reported to Downing Street, his full approval of the policy 

of making the railways a governmental task and as the 11highest and most 
1 

legi timate function of a vigorous executive". 

1. See Biggar, E.B.: The Canadian Railway Problem (1917) Pll8 



Joseph Howe 1 s crusade for public ownership seemed close to 

realisation when the BritiSh Parliament was successfully persuaded to 

grant loans at a low interest rate for rail construction. All through 

this campaign private business interests were busy saootaging the whole 

scheme. Contractors and engineers joined hands to show that the state 

was incapable of undertaking such a huge task and success came to them. 

The ]nperial Barliament eventually succumbed to these private pressures 

and as later events proved, it became almost a tool in the hands of the 

private railways. 

\Vhile the idea of public ownership of the railways throughout 

British North .America received a setback i t was not totally abandoned. 

Instead of being employed in those regions of the country where prospects 

4 

of commercial success were brighter, it was employed in the most uneconomic 

and in one sense u.nproductive regions of the country. The history of the 

Intercolonial is an illustration of this point. True it constituted one 

of the terms of confederation but "Nhy the Dominion Government "t-Tas 

obligated to link the Maritimes and the United Provinces (British North 

America Act - 1867 - section 145) when the countr.r as a whole had not 

accepted the idea of public ownership of railways, could only be that 

it was not attractive enough for private railroaders, and as auch the 

Dominion Government agreed to undertake the task. Under the terms of 

this agreement the goverrment was put at a disadvantage not only in the 

construction of the railwa;rs but even in the aètual· operation of the 

Intercolonial which was obliged to run its services on an uneconomical basis. 



In such circumstances any estimate or the Intercolonial in 
1 

commercial terms is not possible. It was nèver intended to be a 

commercial project but its success as an instrument to reinforce the 

confederation was obvious. It cannot be fa.irly ci ted as an example or 

the ra.ilure of government ownership. Bi~gar cla.ims that throughout the 

history of railway- development in Canada, the Intercolonial alone can be 

said to be free from scandals and dishonest records so rampant in the 
2 

private companies. If the Intercolonial can be interpreted as a failure, 

it is, he claims, not a failure of public ownership but of responsible 
3 

self-government in Canada. 

Turning to the history or private railway developments in Canada, 

the Rqyal Commission on Transportation (1917) divided the histor.y into 
4 

three periods. The first period goes back to pre-confederation da,vs 

when the Grand Trunk System entered the field in 1853 entirely dependent 

1. During the discussion in the Sessional Bommittee on Railways (1961) 
Mr. Gordon e.xplained why the. CNR earmot be compared in i ts 
financial resulta with the CPR. He said: " ••• that you can never 
find a point in time in which you can canpare the Canadian National 
Rail ways w1 th the Canadian Pacifie Railway-. When you pick up a 
dere1ict group of railways which were qy definition bànkrupt before 
they ever came into being, by definition they were never intended 
to make money; they could not make money. They were to be run by 
public ownership". Page· 70. 

In other words public ownership does not necessarily imply 
profitable business. This fact applied as much to Intercolonial 
as to the C.N.R. 

2. Biggar Op. Cit. Pll8 

3. ~· Pl36 

4. Royal Commission on Transportation 1917 - P :XX 

5 
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upon private venture and capital. The second period coincides with the 

birth and expansion of the Canadian Pacifie Ra.ilwa.y in the 1880 t s - an.other 

example of private enterprise but this time enjoying generons governmental 

support at i ts incention in the form of land gran.ts, cash and subsidies. 

The third period covers the growth of the Ca.na.dian Northern and Grand 

Trunk Pacifie. It seems proper to deal briefly w:i.. th the three phases of 

Canada.' s railway development to show how· public ownersh:i..p came about. 

The Grand Trunk System which was mainly a Br:i.. tish concern was the 

first major railwa.y to arypear on the Canadian scene. Soon it extended 

:i..ts networks over the u.s. and in the ten most populated areas in Canada. 

The system suffered a setback from the Crimean war and from mismanagement. 

The nromoters of the system a.npointed E.W. Watkin as the new president 

to put the business of the Comoany in ordèr. One of the plans submitted 

by ~'Tatkin, as a remedy, was to co:ristruct a transcontinental line in 

Canada. Watkin 1s suggestion co:i..ncided with the general nolicy of the 

Dominion that the different regions of the federation be linked by 
1 

rail. However, Hatkin's plan differed from that of the Dominion in one 

important resryect. The new president had charted part of this link 

through the U .s. and then back into Canadian terri tory. This route was 

obviously based on commercial considerations. The Dominion Government 

however wanted the entire Transcontinental link to run through Canada 

only. The Grand Trunk refused this condition. It is interesting to note 

that vri thin t"tro decades the Grand Trunk System agreed to run an ad.di tional 

1. 



transcontinental system across Canada, a.fter the CPR had extended 

i ts line to the east. This strange move was motivated mainly out of 

the fear that the Canadian Pacifie Railway might invade i ts area of 

operation. 

The emergence of the CPR is partly due to the Grand Trunk System 1 s 

refusal in the first instance to build an all-Canadian transcontinental 

link. The Dominion Government granted a charter to the CPR in 188o 

wi th a mandate to develop the Western part of the Dominion and conne ct i t 

wi th the rest of Canada. The Canadian Pacifie Railwq had providential 

help from the great fiow of immigrants to the West, the development of 

the prairies and the growing importance of grain as a source of national 

wealth. Bolstered by' their lucrative gains the CPR . started extending 

towards the East in regions served b;r the Grand Trunk System. It was 

quite a natural urge on the part of the ,Q:fR. to have its own national 

1ink across the count!'y'. The Grand Trunk as we have seen, reacted by 

planning to have its own outlet in the West. This period marks the 

7 

beginning of competition in railway construction which u1 t:i.mately exceeded 

al.l limita of the econOJ.TJY and landed the country in trouble. It was for 

the Dominion Government to e:xercise a sort of restraint on this 
. 1 
thoughtless competition. Instead the Dominion Gover:nment came out wi th 

1. Writing the minority Report, Mr. A. H. Smith criticised the policy 
of the Dominion Govermnent vis-a-vis construction of railwqs. He 
said: " ••• 6ompeting lines have been built where effective 
regulation could have saved a large part of the investment, while 
completely satist,ying every reasonable and proper need for service. 
Instead of co-ordination and conservation under government supervision, 
railwqs were penni tted to duplicata plant in fields not yet 
productive enough to support the one; the Qovernment,on the other 
hand, was, in one way or another, aiding both projects ••• 11 Report of 
the Royal Commission on Transportation (1917) Page xciii 



an off er of help to the Grand Trunk System in i ts new transcontinental 

project. It is true that the Dominion Government was honest in its 

intentions but it relied too heavily on the hope of mass immigration and 

development of the country in general and \vestem Canada in particular. 

The plan envisaged by the Laurier government in 1903 for t~is new 

transcontinental railwq, provided for the construction of the eastern 

half of the link between Winnipeg and Moncton by the Dominion Government; 

this line would be leased out to the newl:y incorporated Grand Trunk 
1 

Pacifie, a subsidiary of the Grand Trunk Railway, at a rental of 3% of 

the cost of the construction of this part of the transcontinental line. 

8 

The western sector was to be built by the Grand Trunk Pacifie, while the 

Dominion Government agreed to guarantee 75% of the bonded interest charges 
2 

on the construction cost. Construction of the western section was 

finished by 1915, but during these years the parent compaJ:lY 1S credit had 

been under serious strain because of this venture. The rising cost of 

materials and labour disturbed the entire estimates. Construction of the 

eastern section, in spite of objections by Grand Trunk interests that it 

was too expansive, had continued. ·By 1913 the estimated costa for the 

eastern half had reached huge proportions and the Grand Trunk Pacifie 

repudiated its commitments to run the goverrnnent-built lines between 

Winnipeg and Moncton. The govemment turned over the :management of this 

section (later to be called NationaJ..;.transconti~ental) to the Canadian 

Government Railways which was alreaày running the Intercolonial and the 

Prince Edward Island Ba.:i.lway. 

1. Vide Statutes of Canada 3, Edw. VII, Chapter 71, 1903. 

2. The agreement also provided for the inspection of the Eastern ha1f 
of the link by G.T. System 1s engineers since rental was to be 
calculated on the basis of cost of construction. The rentals were to 
be effective af'ter a period of three years. 



The Canadian Northem appeared as the third major private 

railroad. Started in 1895, mai~ through the efforts of Mackenzie and 

Mann - the two ramous railroad con trac tors, the company E:Dct;endsd i ts 

area of' operation wi th the encouragement of' the Dom:i.nion and. Manitoba 

governments •. The encouragement given to the development of the Canadian 

Northern railway indicated the intense desire of the grain growers of' the 

prairies to break the monopoly or ~.QPR ·· • which by this time was f'irm.ly 

entrenched. Generous assistance in the f'orm of' subsidies and tax 

exemptions were given to this new railroad, so much so that by 1903 

the company had an im:pressive network spreading as far as parts of' 
1 

Eastern Canada. Then in 1908 this company a.lso plunged into the race to 

have i ts own transcontinental link wi th the Western Coast. Long bef ore 

the outbreak of war Canada had developed three separate and parallel 

transcontinental. systems which was too much :t'or the country to support; 

before the war started these private companies with the exception of' the 

'QPR . began to show signa of' financial. debility. Two of' the new 

railroads, the Grand Trunk Pacif'ic and Canadian Northem which were 

9 

constructed largely through govermnenta.l assistance, appeared to be unable 

to stand on their own feet Wi thout governm.enta.l assistance. They went again 

and again to the government for f'inancial. aid and the government adopted a 

sy:mpathetic at ti tude in the hope that soon the railways would be f'inancially 
1 

stable. While these compa.nies were struggling so hard the lst World War 

1. House of' Gommons (Canada), Debates (1916) P3.564. 



broke out. This came as a staggering blow and the government alarmed, 

lest the country' s defenses be endangered, decided to appoint a Royal 

Commission to stuey and recommend a solution for the existing railway 

problems in Canada. 

The Commissioners atter careful study of the whole problem in 

10 

the short time given, reported that it wou1d be necessar,y for the Dominion 

Government to prevent the financia.ll:y' atflicted rai1ways from collapsing 

into the ditch of bankruptey. They were of the view that the govermnents, 

both Dominion and Provincial, had almost invo1ved the credit of the 

Dominion of Canada by according gu.arantees and subsidies to these private 

oompanies. Such being the case, it was necessar,y for the Dominion government to 

again come to the rescue of the se fal tering rail ways. The Commissioners, 

however, disapproved of the idea of oontinuing the practice of giving aid 

to these railways under private management. They recommended that they 

should be taken over by Canada and entrusted to a NationaJ. Company. 

The Commissioners were asked to evaluate the respective value of 

the railroads. They reported to the government that as far as common 

stocks of the Canadian Northern were concerned they had no cash value. 

Later on however, an arbitration fixed the value of the shares at $60 

1 

millions. With regard to the Grand Trlmk Company 1 s shares the Commissioners 

observed that the company had five different classes of shares, that the 

company has been a paying concern for the last 60 years and as such should 
2 

not be treated like the Canadian Northern. 

1. Royal Commission (1917) P xliv 

2. Ibid. p lxiii 



The gover.nment•s first step in the aotual acquisition of these 

ra.i1ways oommenced wi th an order-in-counci1 dated November 15, 1917, 

11 

which authorised the governm.ent to imp1ement its agreement of 15th October 

1917 for the acquisition of capital stock of the Canadian Northern. 

Disregarding the recommandations of the Royal Commission (1917) the 

Governm.ent asked the o1d management to continue in office. Then in 

November 1918 by another order-in-counci1, the management of the 

government ra.i1ways was a1so .entrusted to the former Directorate of the 

Canadian Northern. On December 12th, 1918 the name Canadian National 

Railways Company was adopted to designate this combined entity. 

Negotiations for the acquisition of the Grand Trunk S,ystem dragged on 

without result. The Royal Commission had repudiated·the charge made by 

the President of the Grand Trunk Railway that the Company was in trouble 

because of its involvement in the Grand Trtmk Pacifie enterprise, an 

enterprise which it had undertaken on the government 1 s induoement. 

Whatever the Company did, the Commissioners conoluded, was a deliberate 

business chance and as such there was no legal or moral justification for 
1 

the country making good the mistaken investment of the Grand Trunk. 

Soon the Grand Trunk System announoed that it was no longer possible 

for it to keep the Grand Trunk Pacifie in operation. F!y this time the 

coffers of the parent company were a1most exhausted by this incomplete 

and uneconomioal line. The government proceeded to appoint the Minister 
. 2 

of Railways as receiver under the war Measures Act. In June of the seme 

1. Ibid. p xxxii 

~. By order-in-council dt. March 7, 1919. 



year Parliament passed an act to incorporate the Canadian National 

Railway Company which later became the basis of the Canadian National 
1 

Railway. At this time, the Grand Trunk Railway, as well as the . 

Canadian Pacifie Railwa:y, remained the only nrivate railroads. The 

government was keen to complete their acquisition as recammended in the 

Drayton-Acworth Report. In early 1919 the government introduced a Bill 

to make arrangements wi th the management of the Grand Trunk Railway for 

tre acquisition of the property and terms of compensation. Negotiations 

bet't·reen the government and the management had been interrupted on more 

than one occasion during the years follmdng the Drayton-Acworth Report. 

Pending the final decision, the management of the Grand Trunk Railway 

was entrusted to a temporary 11 Col1Jllittee of Directors" 'Which included 

renresentatives of Grand Trunk shareho1ders and government nominees. 

12 

This arrangement continued until 1923, when a unified management for the 

Canadian National Railways was formed under the authority of 1919 Raihray 

Act, chanter 13, As regards the Grand Trunk Pacifie it remained tmder 

receivership until 1927 when it was terminated by an order-in•council. 

This .brier resume of raihray history illustrates hm,r the government 

got into the railway business. At no stage since the time of Joseoh Howe 

uas there a planned move or a camnaign for public ownership. And when the 

co1.mtry 1·ras faced >d th the choiae bet"tveen the devil and the deep se a, i t v 

preferred the devil of public ovmership hoping that it \vould prevent the 

country's foreign credit from sinking in the deep sea of suspicion and 

i11-1dll. ~fuether the object aimed at ~>ras achieved or not, is outside 

the scope of the present study. But one thing was clear, namely that the 

1. Statutes of Canada, r.reo. V 1919, 2nd Session Chap. 13, 9=10. 



country was .f'orced into taki.ng over economi.cal:cy- debilitated railroads, 

which in spi te of heavy governmental subsidy over ma;ny years had .f'ailed 

to show arry signs of recovery. The remedy of public ownership wa.s one 

adopted in extraordinary circumstances and the country was probably 
1 

13 

over-optimistic in its hopes. The people expected that this amalgamation 

of essentially competitive, duplicati ve and over-expanded railwa;rs under 

public operation, would cure the malady of' deficits and duplication 

overnight. Faced by the emergencies of' the lst World War, the country 

accepted the cure suggested by the Royal Commission rather hal.f'-heartedly. 

When the war clouds began to clear away, the National Raibvays were 
2 

con.f'ronted with a hostile press and much public criticism. The country 

was told that public money had been spent not to protect the credit 

of' the Dominion but to save the big business magna tes, most of whom 

resided in England. As the later history of the Canadian National 

Railwa;ys shows, the high hopes expressed in the year 1919 were never 

realised and the country was alm.ost permanently commi tted to bear the 

cost of' a rail~ which had inherited multi.f'arious problems of orga:nization, 

operation, finance and debts. 

The aàninistration of' the Canadian National was conscious of its 

thankless and impossible job. The country while on the one hand 

criticising public ownership as the solution for the railways of Canada, 

on the other demanded from this conglomeration of il1-organized 

and bankrupt rai1roads a rich harvest or profit as enjoyed by the Canadian 

1. House of' Comm.ons, Debates 1919 Pl6o3 

2. Glazebrook: History of' Transportation in Canada P371 



1 
Pacifie Railway which was ln an entlrely different situation. Instead 

of public owned rail ways becoming a model or cri teri a for evalua ting 

private railways lt became the object of everyone's ire and criticisn. 

The Canadian Pacifie Railway, through i ts efficient and unified system, 

emerged as a model bef ore the eyes of Canadiens. The govermnent on i ts 

part was detennined to make public ownership a success in the railways 

operation. In 1922 the old management of Mr. Hanna was replaced by an 

energetic railway expert Sir Henry Thomton. Under the headship of 

Sir Henry the Canadian National showed slgns of revival and vigour. 

Clrcum.stances also favoured his management, as the country had a short 

period of boom before the great depression. Sir Henr.r was detennined 

to bring the Canadian National Rail ways up to par wi th the Canadian 

Pacifie Railway and he sincerely strove to attain that goal. But this 

effort led once again to problems of over-expansion and duplication; 

thou~ not on as large a scale as ln pre-!iatlonalisation days, the 

situation was quite serious. The competition this time was not between 

1. Speaking to the 1961 Sesslonal Committee on Railwa;rs, etc. 
Mr. Gordon e:x:plained the error people make in com:parlng the CNR 
with CPR. He said: n ••• I have beard of la te many references to 
the Canadian Pacifie. As I have stated before, the Canadian Natlona~, 
an amalgam of exi.sting railroads, be gan wi th a polyglot inheri tance of 
govermnent lines built or acquired without hope of profit, while, on 
the other hand, the Canadian Pacifie grew according to plan as a 
cohesive and integrated unit. The Canadian National system as it is 
toda;r owes its existence to the consequences - whether dellberate or 
accidentai - o~ a national policy that can be consistently traced 
through the economie hlstory of Canada over the past century or more. 
This policy ha.d as lts end objective the bringing into being of · 
transportation facillties that were vitally needed to exploit the 
natural resources of the nation. A great deal of money ha.s been 
expended since 1923 with the objective of making the CNR an integrated 
railway. While muoh progress ha.s been achieved, the difficulties 
a.scribable to the olrcumstances in which the lines were built originally 
can never be overcome completely, and, according to the best operating 
ad.vice I can obta.in, will always mean a handicap for the Cana.dian 
National when it is compared with the Canadian Pacifie". 

Minutes of Proceedings& Evidence of Sessional 
Comm:ittee on Railways, etc. 1961 P63-64. 



a group· of private railw~ companies, but between two giant systems, 

one of which, as Glazebrook suggested, enjoyed the support of an 
1 

unlimi ted public puree. The Canadian Pacifie Rai1way was a f1ourishing 

concern, yet i t cou1d not stand too much competition. Its President on 

more than one occasion pointed to the danger of the eventual collapse of 

the system unless some check was put on such competition. This view was 

endorsed b.Y the Duff Commission. 

This revi ved competition between the publicly' owned Canadian 

National Railw~s and the privately' owned Canadian Pacifie Rai1ways, 

a1armed both the supporters and the opponents of public ownership. 

The Canadian Pacifie Rai1way management launched a cam:paign for the 

amalgamation of' these two rai1way systems; but most sections of the 

communi ty were opposed to the idea of monopoly, ei ther in operation or 

ownership. As a matter of fact this opposition was one of the reasons 

why the country agreed to pay so heavily' to lœep the co11apsing rai1way 

companies (and united as the Canadian National Rai1ways) in business 
2 

and so secure a rival to the Canadian Pacifie Rai1way. However, the 

railway prob1em was not so1ved by adopting public ownership, and public 

opinion became more pronounced in i ts demand for a thorough inquiry into 

the whole situation. 

In 1931 the government appointed another Royal Commission to 

investi~ate the general transportation conditions in Canada and to 

recommend appropriate remedies. The Commission under Mr. L.P. Du.f'f 

conf'ined i tself' 1arge1y to an examina ti on of the rai1way situation in 

1. G1azebrook - Op. Cit. P378 

2. Debates 1919, P 1290 
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Canada and reported their disapproval of the idea of unification. They 

however accepted the need for closer cooperation between the two systems 

to avoid unnecessary duplication in services and facilities. The 

Commissioners criticised the Oanadian National Railwqs management for its 

extravagance in its developmental and operational sectors. They also 

cri ticised the too generous at ti tude adopted by Parlia:ment in gran ting 
1 

f'inancial assistance to the public owned railwqs. 

The recommendations of the Duff Commission were incorporated in the 

Canadian National - Canadian Pacifie Railweys Act in 1933. The Act 

provided for cooperation and coordination in the operation and services 

of the,two railroads. In case of differences asto methods to affect 

cooperation and coordination, the Act provided for compulsory arbi tration. 

The àim was to achieve or at least endeavour to achieve amuch needed 

cooperation. How far this act succeeded is well known. The move was 

criticised in sorne circles, as an encroachment on the rights of the 

privately owned Canadian Pacifie Railwq, who called the provision 
2 

for cooperation, coercion. The Act, at the most, provided a temporary 

solution to a rather complicated problem. It was a solution which was 
3 

unique and has nol-lhere else been tried. Fear was expressed that the 

provision for compulsory arbitration would lead to governm.ent interference 

in the aff airs of the Canadian Pacifie Railway, which might in turn be 

1. Royal Commission on Transportation 1931-32 P 13 

2. House of Common Debate 1932-33 P 2785 

3. Glazebrook Op. Oit. P 406 



1 
compelled to t.a.ke actions not. warrant.ed b;r business principles. 

The Duff Commission in recommending the need to enforce cooperation, 

in fact endorsed t.he idea of a unified management suggested by 

Sir Edward Beat.t.y, as the only adequate solution to the railway 
2 . 

problem. The main reason wh:y the Duff Commission rejected the idea 

of unification was that this would establish a railway monopoly, not 

in the interest.s of the country. It would be inappropriate to allow a 

private monopoly to operate the life-line of the nation, where a 

public monopoly, subject. to public control, would not be so ha.nn.ful 
3 

to the public interestJ but the mood of the country in the 1930 1s 

was not in favour of a:ny ld.nd of monopoly. The country chose to 

finance a losing railway to maintain competition rather than to 

allow an amalgamation which might have solved the problem. This 

almost dog)llatic approach of "competition always, amalgamation never11 

seems to disprove the idea that pragmatisn has always been the basis 

of all governmental action in relation to public ownership. 

1. H.C. Debates 1932-33 P 2782 

2. Glazebrook Op. Ci t. P 406 

3. Debates 1932-33 P 2782 
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II 

Our s1iudy of "the his1iory of railways in Canada, showed that 

public ownership was adopted as the bes1i possible solution for "the 1ihen 

existing railway problems. In this sec-tion it is intended to deal 

briefly wi th the his1iory of broadeas1iing iti Canada in arder to be able to 

see how publie ownership came in this field. Musolf, in his book on 
1 

18 

Canadian Publie Corporations wri1ies tha1i broadeasting and "transportation 

still continue to be active fields of governmen1ial endeavour. The 

present wri1ier has ehosen the two publie corporations - the CBC and "the 

CNR - in order to show how, in rather dissimilar circums1ianees, public 

ownership was chosen as a common solution. We have sean 1iha1i "the poliey 

of' "the Canadian government vith regard to railway development, was to keep 

away f'rom ~ active participation in "the aetual operation or cons1irue1iion 
2 

of' railways. But the government was too liberal in i1is estima1ies of' 

railway potentialities and this led to over-e:x:pansion and wastef'ul 

duplication. Public ownership in "the case of the railways was adopted, 

one migh1i say, as a self-imposed punishment by "the government, which due 

to i1is miscalcula1iions, crea1ied a si1iua1iion where some1ihing drastic had 
3 

to be dona. 

1. Musolf, Lloyd D. : Public qwnership and Accoun1iabili ty -- The Canadian 
Experience. H.U.P. (1959} P6 

2. The National Transcontinental seems to be an exception. Bu ii even in 
this case the original arra.ngem.ent vas for private management {by 
G. T. Pacifie) to say nothing abou ii the Intercolonial. 

3. Debates, House of' Gommons (Canada) 1919 Plo69, 
also see The Financial Pos1i of' 13th Nov. 19.54, P2.5. 
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As far as broadcasting is concerned the circumstances leading to 

the adoption of' public ownership were quite different from the railways 

both from a national and an economie point of view. The fal tering Grand 

Trunk and Canadian Northem rail ways were gi. ven a new lease of lif'e through 

blood transfusion administered from the public exchequer, if that is a 

proper analogy. As the Royal Commission on Transportation of 1917 pointed 

out, the patients had to be saved, in order to protect the good name of' 

the country and of the government which had fostered these ailing children 

in an already crowded f'amily of railwq operators. 

Broadcasting was a relatively new field and still in a fomative 

stage, with a shy and exhausted private enterprise. It is interesting 

to observe the change in the behaviour of private capital d.uring this period 

from that characterising the earlier railway development. This may be 

due either to the uncertain future that broadcasting offered for capital 

expansion or a lesson well learnt fro.m ~he over-expanded railwa:,ys. 

Whatever the reason, Canadian broadcasting had a rather slow and 

unspectacular start. However this new medium had won startling success 

in the United States and stirred some sections in Canada. to the necessi ty of' 

exploring the new field. 

The start once again came from private enterprise which somehow was 

convinced of the commercial potentialities of broadcasting. But the 

interests of Canada as a country and as a distinct cultùral entity were not 

only in a system of broadcasting given. over to the earning of profits, 

but to using this new .and important instrmnent for national integration 
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l ·. 
and cultural development. In this sense broadcasting has a canmon history 

wi th the railways which were also constructed or subsidized by the 

~ernment to weld together the different units of the Dominion. From 

links of steel to links of waves, there was the same desire for a distinct 

and independant existence in the face of the rising tide of Americanism. 

The country in the beg.i.nning hoped that private enterprise would supply this 

need. Private enterprise, in its turn, was faced w.i.th the twofold problem.s 

of scarcity of capital and uncertainty of profits. Nonetheless, a series 

of private broadcasting stations were started between the years 1919 and 
2 

1929-30, but most of them were ooncentrated in metropolitan areas. 

Private broadcasting soon became a tool of commercialism and this eventually 

meant more American programmes on whatever meagre transmitting stations 

that existed in Canada. The enlightened section in the country was alarmed 

at this new threat to Canada 1s cultural erlstence. The dernand became 

. more and more pronounced for developing the facilities of broadcasting to 

serve the cultural needs of the nation. The 1928 Royal Conmission under 

Sir John Aird was the result of this dernand;. it was ctarged w.i.th the 

task to 11examine into the broadcasting situation in the Dominion of 

1. Speaking before the Special Oommittee on Broadcasting, Mr. A. Ouimet, 
president of the CBC outlined the nature of public broadcasting 
thus: 11It has been decided by all Royal Commissions, Parliamentary 
Oommittees over the years, and by the Act itself, tb.at the corporation 
is a publicly owned organisation which has to render a national 
service, and that it receives money from parliament for that purpose. 
Then it has been agreed that the drain on public funds could be 
reduced by the corporation entering into commercial operations -
and we do. We are not a commercial undertaking". 

Minutes of Proceedings and Evidence 
Special Oommittee on Broadcasting 1961 P565-66. 

2. A survey conducted by the Department of Marine revealed that the 
broadcasting facilities reached onl:y 2/5th of the country*s 
listening public. 



Canada. and to make recolll!lenda.tions to the Government as to the future 

administration, management, control, and financing thereof .u 

The Aird Commission handed in its report in 1929. It concluded 

its examination with the remark that it had round in Canada an intense 

desire to have a Oanadian broadcasting system devoted to meeting Canadian 
1 

needs and aspirations. The Commissioners acknowledged the service 
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rendered by private broadcasting in providing entertainment for the public, 

but lack of funds was forcing stations to sell more and more of their 

time and this was also responsible for the concentration of more stations 
'' 

in large urban areas. They round th at the national interest or Canada. 

could on:I.;r be served by n some form of public ownership, operation and 

control behind which is the national power and prestige of the whole 
2 

public of the Dominion of Canada". This report, baside being a landmark 

in the history of Canadian broadcasting, is important literature on the 

concept of public enterprise. It stressed the fact that in a pioneering 

country like Canada, with a relatively short supply of private capital, 

the state has to take a more active part in the cultural and economie 

development of the nation. The Aird Commission recommended nationalisation 

of all the existing transmitting stations and vesting their operation in a 

national company. This company, owned and operated by the people of 

Canada, was the right agent to serve the national interests. The 

Commission further proposed the construction by this national company, of 

a chain of high-powered broadcasting stations across the Dominion to 

serve as a national network. Expanses for these projects and other 

1. Royal Commission on Radio Broadcasting 1929 (Report) P6 

2. ~· P6 
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services could be met from three sources: licence fees on the receiving 

sets, rentals on time devoted to a limited amount of indirect advertisin~ 

and an a.nnual su.bsidy of one million dollars to be p,ranted for a ,eriod 
1 

of five years and after review, for a further five years. 

Among the other recommandations of the Commission was the vesting 

of the broadcasting service in a board COI'n9rised of twelve members, with 

one member from each of the nine Drovinces and three from the Dominion 

government. The Commission also suggested the adoption of a corporate 

form of management for the agency, to be called the Canadian Radio 

Broadcasting Company. 

No action 1-ras taken on the report 'lm til 1932, when the first of 

the many· subsequent parliamentary committees on broadcasting was appointed 

to recommend a nev.r scheme of broadcasting for Canada. The delay 't·ras 

caused by a combination of unusual circumstances. The Federal election of 

1930, follov.ring the 11Wall Street Crash11 and the de"Oression brought a 

change of goverrnnent at Otta1-1a. This slowed d.own the necessary action on 

the Aird Report. Another important incident was the jurisdictional 

controversy raised by the provinces of Ne11 Brunswick and Que bec. The se 

ti·TO urovinces claimed that broadcasting was a provincial ·subject. The 

matter -vmnt bef'ore the Judicial committee of the Privy Council in 1932 

>-rhich gave the ruling that broadcasting was exclusively a federal 

subject. 

The fnture of broadcasting during this period (1929-32} remained 

1. Ibid., P8-lO. 
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rather uncertain. Nonetheless, there were a few applications from 

p~lvate stations to increase their power. Permission was granted on 

the understanding that any future action taken by the government vis-a-vis 

the m~ership of these stations will not lead to any special consideration 

at that time. This neriod saw a decline in the number of erlsting 

stations from 8o to 70. Meanwhile the Radio League of Canada continued 

to campaign for public ownership of broadcasting in the country. By 

1932 public opinion had crystal~ized to the extent that the Bennett 

government appointed a Parliamentary Comrnittee on broadcasting, to examine 

the recommendations of the Aird Commission and to m1ggest the most 

satisfactory arrangement for carrying out broadcasting in Canada. The 

Committee, broadly speaking, agreed with the Aird Report as to the need 

for state participation. However, it made one important modification 

to the line of action suggested by the Aird Commission. The Committee 

recommended that the ownershin of private broadcasting stations should 

be retained, but that there should be only one national broadcasting 

syst.em in ,.mi ch both ::mblic and nri vatel y owned stations would consti tu te 
1 

comnlementary parts •. The differences of view bet1veen the Pa.rliamentary 

Committee of 1932 and the Aird Report arose from the differing 

circumstances surrounding these two bodi~s. 

The depression.of the 1930's had increased 

1. The 1957 Royal Commission on Broadca.sting endorsed the arrangement 
on o~rnership and operation of broadcasting facilities in these 
HOrds: 11We have a [SOOd broadcastinp, system. The joining together 
in one S"frstem of nublic and nrivate m~ershin suits Canada and "" - ~ ... 
serves Canadiens Hell. It has had i ts confusions in the nast and 
its rather silly Ttarrels. But, in essence, the concent is a good 
one - and we Hould be 1Jise to keep i t ver'iJ much as i t is but 
improved, strenpthened and tidied up -v1here nossible11 • Fowler 
Report 1957, P2R7. . 



the national debt so that nationalisation of the private stations 

(with compensation as recommended Qy the Aird Commission) was not 

desirable. Secondly, there was a feeling that private broadcasting 

stations could be used in the national interest without necessarily 

taking them over. A third reason was possibly the traditional dislike 

of Canadians for any form of monopoly. lihen we first set up radio in 

Canada, said one M.P. reflecting the temper of the times, 

an effort was made to make i t a govermnent monopoly. But 
times and conditions have changed. In Canada we have 
both free enterprise under government control and we have 
public ownership under government control, both surrounded 
by safeguards to prevent abuse of their powers •1 

In addition a monopoly, especially in broadcasting was considered 

a threat to individual freedom. The recommandations as such presented 

another exercise in pragmatism. 

The major recammendations of the 1932 Committee were: 

(a) The establishment of a chain of high-power national stations 
operating on clear channels and a number of low auxiliary 
power stations, suitably located to provide coverage to the 
largest possible number of listeners. 

(b) That the cost of radio in Canada be self-sustaining and that 
only the money available from transmitting and receiving 
licence fees, and advertisement income be expended; and the 
question of the amount of licence fee be left entirely in the 
hands of the governor-in-council. 

(c) rhat a commission of three be appointed and vested with the 
necessary pOirers to carry on broadcasting in Canada; such 
powers were to include; · 
(i) regulation and control of all broadcasting including 

programmes and advertisements 
(ii) construction, operation and acquisition of broadcasting 

stations 
(iii) the control of the licenci~g and allocation of channels 

to broadcasting stations. 

1. Debates, (1944.:.45), Pl71. 

2. Cf. GBG's Submission to the Royal Commission of Inquiry on 
Broadcasting 1956 (Exhibit No. 3), Plo. 
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These recommandations were incorporated in the Canadian Radio 

Broadcasting Act 1932. 

The Canadian Radio Broadcasting Commission Act provided for, 

25 

as the 1932 Connnittee had recommended, a dual system of ownership with 

unif'ied control. The Commission was given extensive power of control and 

regulation over the private stations which were to form part of the 

national network. The Canadian Radio Broadcasting Commission established 

a number or hign-powered broadcasting stations at Vancouver, Toronto, 

Ottawa, Montreal and Chicoutimi. However this new arrangement was plagued 

fran its inception by lack of capital; the problem was further accentuated 

by the obstacles presented by the vastness of the country and the sparse 

population spread across the Dominion. The management of this Commission 

was entrusted to a three man body that had been in existence since 

January 1933. In 1934 another Parliamentary Committee recommended the 

creation of the post of General Manager to be responsible for the 

operation and carrying out (not formulation) of general broadcasting 

services in Canada. This was endorsed by a subsequent Commi ttee in 1936. 

Two more important problems continued to exercise the imagination 

of those interested in broadcasting. All the Parliamentary Committees 

had been unanimous in their finding that broadcasting in Canada suffered 

fran lack of funds. Each year this deficit bad to be met from parliamentary 

grants which were included in the departmental estimates. This led to 

political interference in the operation and development of broadcasting. 

Secondly the staff of the CRBC formed part of the Canadian Civil Service 

which in practice made the Commission an extension of the department. 

This anomaly was partially rectified in 1933 by legislation releasing the 



top employees from Civil Service rules. The clerks however continued 

to be under Civil Service regulations. 

While some attempt was made to free the broadcasting system from 

operational control, nothing was done to secure financial independance. 

This bad an unfavourable effect on the developmental schemes of the 
1 

CRBC. Another Parliamenta.ry Committee was appointed in 1936 with very 

wide tems of reference which included among other things a consideration 

of the entire structure of the e:x:i.sting broadcasting system, along with 

better methods of operation and control. The 1936 Committee approved the 

dual system of ownership but recomm.ended a complete recasting of the 

CRBC; its main recommandations were: 

(i) 

(ii) 

(iii) 

(iv) 

that a public corporation modelled more closely on the linas 
of a private corporation, but with adequate powers of control 
for the purpose of coordinating the two types of broadcasting, 
be established to replace the CRBC, 

that this corporation be known as the Canadian Broadcasting 
Corporation and be operated b.r a general manager, 

that the general supervision of operations especially the 
execution of national policies be entrusted to a non-partisan 
board of nine members, as directors or governors chosen to 
represent all parts of Canada, and 

that the corporation consider imm.ediately ways and means of 
further extending the broadcasting facilities in Canada. 2 

These recommandations fonned the basis of the Canadian Broadcasting 

Act of 1936 establlshing an independant corporation responsible to . 

Parliament. Since 1936 the activities of the Corporation have been 

carefully scrutinized ey the several special connnittees on broadcasting. 

So far Canada did not have any short-wave transmi tting stations, and 

their need was stressed ey the fourth special committee on Radio 

26 

1. The undesirable effect can be seen in the coverage in 1932 and in 
1936, the periods during which CRBC was in operation. The total 
wattage in 1932 was 4.5,000 watts, covering 40% of the population. By 
1936 it had increased to 8o,ooo watts with a coverage of 49% of the 
population. 

2 • Cf. Exhibi t 3, Pl4-15. 
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Broadoasting in 1938. This connnittee approved of the general activities 

of the corporation and the existing relations between the corporation and 

Parliament. The 1942 committee in its final report to Parliament, 

restated the princip les expoundad by preceding commi ttees which brief'l:y' 

were 

(a) the paramount importance of a single national authority to control 
all broadcasting in the public interest, 

{b) the public ownership of' all high-power stations, with individually 
owned low-power stations operating in coordination as one single 
system, 

(c) the vesting of' all powers of' control and regulation in the 
nationally owned s.ystem of': 

(i) the character of' ali programmes, political or otherwise, 
broadoast by all stations and of' advertising content 
thereof', 

(ii) all wire line networks used f'or carrying broadcasting 
programmes, 

(d) the creation of' an independant and flexible system. of' broadoasting 
which would carry out its duties without f'ear or f'avour. Under 
this arrangement policy matters regarding broadoasting were to be 
the responsibility of' the Board of' Governors, while the execution 
of' those policies was the job of the General Manager responsible 
to the Board. The Board was to be constituted of' men with a 
broad outlook and possessed of' knowledge as to the tastes and 
views of the listening public and capable of making a contribution 
to the policies of the Board, 

(e) the independance of' the Corporation was to be assured by its 
constitution. It was to be a trustee for the people of Canada and 
accountable to Parliament, 

(f') equal spreading of political broadoasting time among the parties ,, 
during an election. ,_, 

While these Committees recammended the reorganisation of the agenc,y 

responsible for broadcasting, the principle of self-sustaining finance was 

still retained. The Corporation was to get its revenue from licence f'ees 

on receiving sets and the sale of advertising time on national programmes. 
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The arrangement under the Canadian Broadcasting Corporation Act of 1936 

was such that no government subsidy to broadcasting was available, though 

the Corporation could receive loans from. the government for its capital 

expenditu.re. Right up until the end of the Second World War the C.B.C. 1 s 

reveme from. the two sources mentioned earlier was sufficient to meet its 

expanses and the Corporation mostly showed an operating surplus each year. 

Between 1945 and 1947 the C.B.C. showed deficits for the first time, 

and in 194 7 the Canadian Broadcasting Corporation Act wa.s amended to 

allow the CBC to bave the full revenue without collection charges 

deducted from. the gross receipts. This change plus the normal increase 

in the number of licensed sets, yielded an extra revenue of one million 

dollars. This helped the Corporation to show a surplus in 1948; but 

it was a tempora.ry one as in the following two years the CBC ended with 

deficits. The Massay Commission recommended an annual statutory grant 

of $4.75 millions beginning in the fiscal year 1951. Parliament voted an 

additional grant of $1.5 millipn and these together were extended for a 

period of four years. In 1953 the licence fee was abolished and in its 

place a 15% Excise tax on Radio and Television receiving sets and parts 

was insti tuted. 

The Massay Commission 1949-51: The Royal Commission on National 

Development in the Arts, Letters and Sciences had among its ether duties, 

to investigate and report upon 11the principles upon which the policy of 

Canada should be based, in the field of radio and television broadeasting" 

The Commission in its report stated that although no mention was made of 

the Aird Report at the time the present system was worked out, ma.n;v of 

1. See Fowler Report, Appendix II, P310. 

1 
• 



the things had now been done that that report bad recommended. The 

Commission also stated that in all its deliberations it got three 

underl:ying views from different sources. Firstly, it found general 

aoproval throughout the country for national programmes, particularly in 

the smaller communities without any other source of entertainment. 

Secondly, the realisation that only through a national~ controlled 

broadcasting system could Canadian character and content be fostered and 

presented in programmes. Finally, this system of nationally controlled 
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and organised.programmes and extensive coverage in the two major languages 

bad gone a long wa:y to create a sense of Oanadian identity and national 

unity. The Commission appreciated the role of the private broadcasters 

in supplementing the national programmes. It approved the existing 

arrangements in the broadcasting field, and as to the size of the Board, it 

suggested its enlargement to make it more representative. 

With regard to the financing of the CBC the Commissioners 

favoured the continuation of the licence fee but urged an improved 

method of collection. The Commission further recommended that the 

OBC 1s annual income should be statutorily specified for its broadcasting 

services (excepting the International Service) for a period of :rive 

years. This specified income was to be :round partly fran the licence 

fees and partly from commercial and miscellaneous revenues, with the 
1 

difference to be made up by' a grant from public funds. 

Another significant event in the history of broadcasting in Canada 

was the appointment of a Royal Commission on Broadcasting in 19.55. The 

Massey Commission had suggested 11that the whole subject of television 

1. For a SŒmmar.f of the recommandations of Massay Commission see 
Royal Commission on Broadcasting (19.57), Appendix II, P310-ll. 



broadcast.ing in Canada be reco nsidered by an independent, investiga.'ting 

body not la'ter than t,hree years after 'the commencement, of regular 

Canadian television broadcasting11 ; Ca.nadian television services be gan on 

sorne saale around 19.52. 

This Royal Connnission headed by R.M. Fowler was impressed at 

the time of it,s a.ssignment 11 'that the broadcasting and dis'tribution of 

Canadian pro grammes by a public agency shall cont.inue to be the central 
l 

fea'ture of Canadian broadcasting policy11 • This meant. tha.t the job of 

'the Connnissioners was not to consider or t,o justify public ownership and 

cont.rol in broadcasting, but to suggest better w~s of implementing the 

typical Cana.dian arrangement worked out in earlier years. The Commission 

did a good job in spite of its tenns of reference and the mass of 

evidence and briefs rendered before to earlier Commissions vis-a-vis 

broadcasting. Prof. Hodgetts is of the view that the Fowler Commission 

brilliantly settled many of the stormy questions facing Canadian 

Broadcasting but at the same time, he ex:pressed his doubts, that the 

commission by making some new suggestions had raised many new dust storm 
2 

centres. He also commends the Commission 1 s realism in endorsing the 

typical Canadian compromise of ownership with a unified control. The 

Commission stressed the need to clear the Canadian horizon, as far as 

privat.e broadcasters were concerned, of the 'bogey of nationalisation". 

It stated that despite the fact that a public agena,r was going to st~ 

in broadcasting, 'this should not mean that the agency is entitled t,o an 

unllmi'ted claim on public funds, and wa.s freed from the responsibility 

of administering its affaira in a businesslike ma.nner. Also the CBC 

1. Vide Order-in-Council dt. 2nd Decenber 19.55 P.C.l796. 

2. Hodgetts, J .E.: 'The Fowler Commission Report on Broadcasting in 
Canada' in the Proceedings of the Inst. of Public Administration of 
Canada, 19.57 P302. 
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as the public broadcasting agenoy should have its limita and functions defined 

and once that has been done the necessa.ry i'unds should be assured to 
1 

it. 

One interesting thing about the Fowler Commission is i ts at ti tude 

towards commercialisn. The Cormnissioners were defini te in their opinion 

that advertising was a proper and essential source of income and as such, 

suggested that the CBC should came out of its shell of caution and 
2 

explore this avenue to earn part of its operating expenses. On the 

other hand they passed strictures on the private broadcasters for what they 

tenned as•being too much gi ven to earn advertisers 1 dollars11 • This is 

where Dr. Hodgetts finds a contradiction in their ( Conunissioners 1 ) 

3 
approach. But Prof. Irving feels that this inconsistency is not so 

real as it appears to be. 'Ylhat the Connnissioners had in mind was the 

hesitant CBO which was a.lm.ost allergie to advertisers 1 dollars and the 
4 

private broadcasters who were too mu.ch involved in the affair. In 

other words the Commissioners did not approve of extranes on ei ther side 

of the issue. 

The Broadcasting Act 1958, which incorporated many of the 

recommendations of the Fowler Commission, repealed the earlier 

Broadcasting Act. At the same time it declared that the repeal and 

passage of the new Act did in no way affect any ri€tlt, privilege, 

obligation or liabili ty acquired, accrued, or accruing or incurred under 

1. Royal Commission on Broadcasting 1957 - ·Report Pl6o & 256. 

2. ~· Pl76-77. 

3. Hodgetts: in Proceedings 1957 P304. 

4. Irving, John A.: in Proceedings 1957 of the IPA {Canada) P313. 
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section 13 or that Act prior to the coming into force or the neW Act. 
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The Act, in pursuance or the Fowler recammendations, separated the regulator.y 

and operative functions of national broadcasting, retaining at the same 

tim.e, the dual system or ownership. The CBC during al1 these long years 

has kept the tide of .Americanism well away from the national broadcasting 

and representa one or many examples "to make Canada a nation de spi te the 

forces of geography and the powertul attraction and influence or the 
2 

United States." Its contributions to educational and cultural fields 
3 

have been widely acknowledged in the countr.y. 

1. Oanada - Statutes 1958 Vol I Seo. 4J. (~) & (2) Chapt. 22 

2. Royal Commission on Broadcasting 1957 Report P9 

3. Debates 1950 Pl457-63. 



CHAPTER II 

THE MANAG»ŒNT OF PUBLIC ENTERPRISE 

The problem or management is perhaps as old as when man learnt 

to call things 'mine 1 and •thine •. In the last chapter attention was 

paid to the growth of public ownership in Canadian ra:i.lways and 

broadcasting. While the adoption of public ownership or private 

enterprlse could be largely considered a matter of doctrine or ideology, 

and in some cases (as in Canada) of expediency or necessity, the problem 

or management bas to be dealt with on a rather different plane. In 

sÙggesting a difference between these two aspects or the present subject, 

i't is not implied that the difference is very rigid and fundamental. It 

is qui.tè likely that a particular pattern or management is adopted merely 

on ideological grounds. But the present writer tends to believe that 

management is more a science than a dogma. The acceptance or rejection 

of public ownership is different from the adoption of a particular 

pattern or management. 

Wi th this fact in mind it is intended to discuss in this chapter 

· the reason why a particular form of management was adopted to run the 

public enterprise, the history or that form of management and other 

related problems. Since much of its history has a British locale it 

seems convenient as well logical to discuss its evolution both in Canada 

and Great Britain. 

At the outset the distinction is to be appreciated between the 

normal civil and administrative functions or the state and its business 

activities. It is true that the original function of the state was 



mainly regulatory and negative, but with the march of time new problems 

cropped up needing state participation. Since soma of these new 

problems were entrepreneurial in character, they need.ed a new method of 

administration. 

Meanwhile pri vate enterprise had, during the course of the last 

half century or so, evolved from an individualistic type of management 

to a more collectivised and impersonal administration. More recently 

it has added to itself the element of expertise, and established the 

fact that business management is no longer amateurish but scientific and 

specialised. This transformation from the personal to the specialised 

and impersonal has produced phenomenal economie resulta. Thus by the 

time the state entered the economie field the superiority of the 

joint-stock systan. had been wall proved. In all the attempts to draw up 

an outline for the management role of the state in an enterprise the 

modal of nrivate control was never lost sight of. Even in those cases 

where private management had failed miserably and the state was pushed 

into assuming it, the desire was there to make it look as nearly as 

possible like a private institution which has little to do with the 
1 

government. 

This drift towards specialised management caused a separation 

between the ownership and control of a business. The management composed 

34 

of the experts and specialiste tended to assert an increasing independance 

from the control of the stockholders, who in turn contented themselves 

with the role of helnless but not hapless watchers, while their interests 

1. Seidman, 11 The Theory of Autonomous Government Corporation: A 
critical A!)!)raisal", Public Administration Review, XII (1952) 
P89-96. See also Debates, 1919, Pl207 and Pl286. 



1 
were being talœn care of by experts. 

The Public Corporation, the institution which cames closest to the 

nrivate business enterprise, has gained world-wide accentance as the 

most suitable form for the administration of a state enterprise. It is a 

deviee "for freeing an agency from controle without attacldng the 
2 

rationale of these controls in general." According to Professor Robson: 

The underlying reason for the creation of the modern type of 
·public corporation, is the need for a high degree of freedom, boldness 
and enterprise in the management of undertakingsof an industrial or 
commercial character, and the desire to escape from the caution and 
circumspection which is considered typical of government departments .3 

Doubts have been expressed about the validi ty of the argument for 

the increased freedom and fle:xibili ty in a public business management as 

against regular departments of the government. The charge against the 

government administrative mechanism for being slow, unenterorising and 

trapped in a web of 11 red tapism11 and overcircumspection, if true, has 

serious implications. It means that the entire administrative machine 

is defective and needs to be scrapped. In other words it would be worth 
4 

while to transfer all administrative duties to the public corporation. 

But it is a fact that civil administration and business management are by 

nature different, thus if one pattern of management has been successful 

in running one type of service ~t ~s not necessary that it cou1d be 

applied with the same degree of success to the other. 

1. Edward s. Mason, ed. The Corporation in Modern Society (Harvard 
Univ. Press, 1960) PSO. 
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2. Simon et al., Public Administration (New York: A.P. Knoff, 1950) P559. 

3. l·l.A. Robson, ed. Prob1ems of Nationalised Industries (London 1952) Pl6. 

4. J.H. Perry, 11 Government Enterprise in Canada", Canadian Tax 
Journal (1956) P394. Also D.N. Chester, 11Management and 
Accountability in Nationalised Industries", Public Administration, XXX 
(Spring 1952) P43. 
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When we hear that the public corporation is most suited to manage 

a public commercial concern it does not mean that the civil administration 

in itself is defective and cramped. 

Managing a commercial con cern needs addi tional fiexibili ty and 

independance in order to enable it to adjust to the quickly changing 

laws of the market, and this the public corporation is supposed to 
1 

provide. Again this insistance on conformity to market conditions 

of the public enterprise depends on the degree or empha.sis laid on 
2 

public objectives a.s compared to commercial principles. In short: 

No good reason presents itself for granting grea.ter independance 
to commercial activities other tha.n the de.sire that they be opera.ted in 
conformity to market conditions; moreover, even this consideration 
does not justify fre~dcm from f'inancial supervision where government 
f'unds are a.t sta.ke. J 

1. L.S. Keyes: "Some Controversial Aspects of Public Corporation," 
Political Science Qu,arterly, LXI (1955) P36-37. 

2. In a. sta.tement bef'ore the Sessiona.l Committee on Railways in 
1961, Mr. Gordon elaborated the relationship between commercial 
principles and public objectives. He said: 11! should like to 
conclude by sa.ying that I am convinced of the wisdcm or the 
concept or the Canadia.n National as a commercial underta.king. 
However, I recognize that the c.N.R. cannot escape the obligations 
or the pa.st, some of which are a blend of the developmental and 
confedera.tive functions. To say tha.t the C.N.R. cannot be 
judged by' the usual standards or prof'i tabili ty and financial 
returns to sha.reholders, does not by any means imply tha.t the 
profit motive is irrelevant to the conduct or its business. 
This means in ordinar.y circumstances, tha.t the justification for 
any particular service must be tested by whether the public is 
willing to pay for at least the direct costs involved in producing 
it, tha.t capital expenditure must be ra.tioned in such a. way as to 
favour tho se projects which show the highest rate or return, etc. 
Thus the C.N.R. management has a clear duty to employ the dollar 
as the mea.suring stick in much the same f'a.shion a.s priva.te 
corporations and must f'orever strive for profit even though the 
goal may at times seem una.ttainable". · 

Sessional Committee on Railways, etc. (1961) P66. 

3. Keyes, Qe• Cit., P38. 



The public corporation created as an independant authority, works 

es a but'f'er between business and poli tics. This bas been ·the most 

connn.on reason given for vesting the administration of publicly owned 
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business in this type of' age ney. Sometimes the creation of an independant 

corporation or commission reflecta what Bra~ calls the "cumulative 

response to a ceaseless pressure for services that only seme f'orm of 
1 

public agency can provide11 • Or it m.ight on occasions be adopted by an 

ove:rworked or harassed minister, lm.Willing to accept further obligation 

or anxious to lighten the ceaseless pressure and responsibilities that 
2 

new services would involve. Financial independance and the ability 

to attract efficient business men into the management with relative 

ease is given as another reason why the public corporation has gained 
3 

such 'Wide currency. 

l,fe can see, therefore, that the public corporation of' the 
modern type is a constitutional innovation. It reveals a tendency 
to enlarge the unit of' administration to a national or regional 
scala, to divorce the administration of industrial or public utility 
functions or the conduct of certain social services of an economie 
character from the ordin~ activities of the government; to separate 
finances of the boards f'ram the national budget; to eliminate the 
prof'it-making incentive and to substitute the public service motive.4 

1. A. Brady, "Boards, Commissions and Democracy", Canadian Forum 
XXXVIII (1958/59) P24l. 

2. Ibid. 

3. J .E. Hodgetts, "Public Corporation in Canada," Public Administration 
(1950) P284-85. 

4. Robson, ed., Oo. Cit. P36. 



The use of public corporations to run the public busmess may be 

qui te recent, but the idea of corporate management and corporate 

autonomy goes as far back as the fourteenth century. It was em:ployed in 

managi.ng the ecclesiastical bodies, boroughs and the go.ilds. In the 

centuries following, its relation to law was hammered out and it 

attained the status of a person able to sue and be sued, yet living 
1 

beyond the life of any one of its members. In the earlier phases 

the conferring of corporate statue was the exclusive prerogative of the 

monarch being granted through royal charter. Later on with the 

increase of Parlia:rnent t s power the prerogative changed hands and was 

enacted by it. Dnring the sixteenth and seventeenth centuries the 

legal status of the se corporations was combined wi th legal provisions 

for the joint-stock trading companies giving birth to the business 

corporation. In this way the corporation as an en ti ty, long bef ore 

it attracted the attention of the supporters of public enterprise, 

had attained certain inherent privileges which could be used at its 
2 

own will and discretion. 

Rurming throughout the history of the growth of the· public 

corporation is a distrust of the rego.lar govermnental machinery. 

Its evolution also reflects the hesitant and half-hearted acceptance 

of a collectivist or, to use a more mild term a 1welfare 1 state, by 

the twentieth centur,r Oonservatives. Once they realised that public 

ownership in some cases was inevitable, they tried to make its management 

1. Mason, ed., Qe• Cit. P33. 

2. ~., P34. 
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1 
look as much like a private business as possible. It is an interesting 

coincidence, that both in Great Britain and Canada the development of 

the public corporation owes much to the Conservative Parties of the two 

countries. In England the Labourites, the chief exponents of public 

ownership in the basic industries, favoured extrema departmental 

management for the nationalised industries. It took Mr. Morrison tim.e 

and patience to convince his party colleagues as to the advantages of 

this new form of administering state business. 

In Canada the task was not so di.fficult, probably because of her 

unhappy experience in direct d.epartmental management in the goverrnnent 

owned railways. There was a general aversion in the country against the 

government operating the railroads. The Royal Commission of 1917 

was quite definite in its opinion that goverrnnent take-over and 

operation under the control of a Parliamentary Minister was not in the 
2 

best interests of the country. The.r vere emphatic in their 

recommandations that the management of the nationalised railways be 

entrusted to an ind.ependent and self-perpetuating board operating 

outside the normal governmental orbit. 

The country was sick of the talk of poli tics in rail ways and. 

railways in poli tics. In an earlier chapter i t was indicated how the 

private railway companies had conapired to manipulate the representative 

government to snbserve their commercial interests. The time was ripe for 

a thorough reorientation of the railway administration, for once these 

companies lay broken and financially starved, democratie elements in 

1. G.N. Ostergaard, 11 Labour and Development of Public Corporation," 
Manchester School of Economie and Social Review, XXII (Mq 1954), 
P193. 

2. Canada, Royal Commission on Transportation (1917) Pll. 
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in Canada urged the adoption of a system of management which would 

eliminate politics from the railwa;rs. The experience of the 

Intercolonial had illustrated how a well-built and useful raillink 

could be forced to operate at sub-marginal. level. It was al.so realised 

that commercial ventures needed a more flexible administration to make 
1 

public ownership in this field a success. It was argued that a 

politically insulated railwa;r management was better able to attract the 

ablest men, and ones who would do their best to make the operation as 
2 

successful and efficient as a private business. On the other band 

apprehensi ve elements in the country and in Parliament did not like the 

idea of the railwqs being completely independant of politics. Politics, 

they held, is the medium for the voice of the people, and should the 

rail way-s become independant or ·:: it' then they also become independant 
3 

of popular control. They did not support the idea of vesting the 

1. Canada, Parliamentary Debates (Commons) 1919, Pl070-n. 

2. ~., P1327. 

3. Ibid., P1072. A simi1ar warning was sounded during the 1960-61 
Session of Parlia.ment by Mr. Grafftey (P.C.) against confus:ing 
public control with political interference in the management of 
Crow:n Corporations in Canada. He said: 11! wou1d warn all mem.bers 
that wben people confuse the ides. of poli tic al interference wi th 
the Voice of the people; when people confuse the ide a of poli tic al 
interference wi th the true and rightful duties of a member of 
Par1iament; when irresponsib1e pronouncements are made regarding 
these two things, political interference on the one hand and the 
rightful duties of a member of parliament on the other hand, 
nothing is being done to serve the true princip1es of democracy 
as I am sure al1 broadminded members of the House of Commons 
understand them." 
• • • • • • • 

11But when we bring these matters to the attention of the 
officiais we are only expressing the Vo1ce of the people. When a 
member of parliament makes known the views of his consti tuents 
regarding various progrannnes, at no times is he doing anything 
that constitutes political interference". Debates, 196o-61, 
P1483-84. 
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management of the railways in an independant, and in what they called 

an11irresponsible agencyn contrary to the principles of responsible 

government. 

The 1917 Royal Commission in its recommandations pointed to the 

fact that direct govermnent operation or the railways had nowhere been 

successful. The adoption or direct departmental control for the 

nationalised railways, in their view, would be unfair to the privately 

managed Canadian Pacifie Railway. The Commissioners had complimented 

the CPR on i ts remarkable achievements during the short period or three 

decades in which it had grown to be one or the most prosperons railroads 

in the world. Putting a govermnent operated railway with its unlimited 

finances against the privately owned CPR, they f'eared would subject the 

latter to uneconomical competition. A separate management, possessed of' 

all the characteristics of' a business service, would give the two 

systems a semblance of' equality and competitiveness. 

Another reason why the Commissioners f'avoured an independant and 

distinct management for the railways was legal involving questions or 

sovereignty and international law. The def'unct Canadian Northern and 

Grand Trunk Railways had considerable track mile age in the United States 

which was under United States law. Once the ownership and operation of' 

the se Companies passed into the hands of' the Canadian government i t too 

would be subject to United States law for that same mileage, an 

anomaly in a legal sense. On the other hand a separa te mana.ging ageney, 

divorced from the normal links or the administrative world, would be a 

more normal situation. 

As .fa.r as public broa.dca.sting was concerned, it came much later, 
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and the pattern of management for the CNR, served as a concrete 

example for the radio broadcasting stations. The Aird Commission 

recommended the creation of a national broadcasting company which was 

probabl:y intended to be modelled after the CNR. The argument for 

insulating management from poli tics applied wi th add.ed force in this 

case. The 1936 Parliamentary Committee on Broadcasting reiterated the 

need for an independant management and suggested that a public corporation 

be created to run the national broadcasting. This corporation was to be 

like a private business but at the same time possessed of general powers 

of control, both public and priva te. A reading of the Aird Report 

and the subsequent Parliamentary Connnittees 1 recommandations suggest 

that qy this time the public corporation had gained a firm foothold on 

Canadian soil despite the fact that late:cy- the CNR had been involved in 

financial troubles. 

As to the question of how far the adoption of the public 

corporation for the nationalised railways eliminated direct political 

control, the observations of the Duff Commission are revealing. The 

Cormnissioners during their examination of the wi tnesses were informed 

that there was no instance of direct political interference in the 
1 

management of the CNR. They discovered however that the railways 

were not operating completely apart from politics. In minor matters of 

administration there was, of course no interference. But in all major 

policies, upon which the success of the public ownership depended, 

poli tical considerations exerted their pressure to the extent that 

1. Canada, Royal Commission on Transportation (1931) P51. 



1 
the economie and commercial considerations were often lost sight of. 

The Meighen Government while implementing the reconnnendations of the 

1917 Royal Commission ignored the stress i t laid on the permanency 

and independance of the management qy adopting a different method of 

appointment to the Board of the CNR. The Canadian National Railways 

Act provided that the Board of the new Compa.n;y was to be ar>pointed by 
2 

the Governor-in-Council from one annual meeting to the next. 

Succeeding. govermnents tried to lœep politics out of the railways. 

But the change made in the method of appointment of the Board had an 

unfavourable effect on the whole concept of corporate independance. 

Some doubted the sincerity of the government in wanting an independant 

management. It was for instance suspected that the goverrnnent had 

adopted the corporate fom merely to relieve i tself of the responsibili ty 

1. Ibid. During his a:nnual appearance before the Sessional Committee 
Oii"Railways, Airlines and Shipping, the CNR president Donald Gordon 
sta.ted: n As a. publicly owned enterprise, the Canadian National is 
subject to pressures from the public to a. much grea.ter extent than 
the Ca.na.dian Pacifie and this form of pressure does distinguish 
the Ca.na.dian National from the ordinary priva.te corporation. 
• • • • • • • • • • Wh en, for example, the requirements of changing 
technologr or the need to meet new and developing types of 
competition make action necessary to keep our operations modern 
and efficient, a. stream of comment is directed towards the C.N.R. 
by members of Parliament and newspaper edi torials, by labour or 
other special interests, by communi ty representation and so on; to 
approve and to object; to co-opera.te and to resist. Needless to 
say, this adds to the problems of management and I am convinced 
tha.t both our oost of operations and capacity for a.ccomplishment 
are influenced by such considerations." 

Sessional Committee on Railwqs, etc. (1961) P66. 

2. Statutes of Canada 9-10 George V (1919) chap. 13, secs. 1 and 2. 
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1 
for the consequences of public ownership. At times the members of 

the Board were cri tised both in Parlia:m.ent and public not beeause they 

had failed in their duties, but because they were appointed by political 

opponents. All this tends to prove that those who favoured the publie 

corporation as a deviee to keep politics out of management and thus ensure 

the success of public ownership, were not honest in their intentions, or 

at least were not correct in their understanding of the whole question. 

For while on the one hand, they agreed to the principle of separation 

between business and politics, on the other they wanted to interfere as 

freely as they were used to do in the case of depa.rtmental management. 

The general belief in the country was that the mere adoption of corporate 

structure was a sufficient guarantee of success in public ownership, even 

if i ts essential princip les were not alwqs followed. 

Reading the history of the publie corporation in Brl tain one 

observes how uncertain and gloo:my its future looked even after the World 

War I. The Haldane Committee on 11Maehinery of Government11 opposed the 

idea of creating an independant corporation to run state owned business. 

They were of the view that any dilution of the concept of ministerlal 

responsibilit.y would lead. to t.he blurring of responsible democratie 
2 

government. Surprlsingly enough another commission appointed to reeamnend 

a better met.hod of managing forests, suggested an independant Forest. 

Commission. The reason for this step one would imagine was the difference 

in terms of reference of the two eommittees. The Haldane Cammittee, 

1. Musolf, ~.!.:!!· P35-36. 

2. Robson: Nationalised Indllstg and Public Ownership (Allen and 
Unwin) i96o ,P.47. 



was entrusted with a much wid.er task, namely to reCOll1mend an overall 

aàninistrative reorientation or adjustment, acoordingly it had to be 

more caref'ul about the principle of' parliamentary government and control; 

the f'orestry committee had only a ver.r specifie problem bef'ore it. 

But this part of' the Haldane Report had little influence on the 

government which during the sucoeeding years launched a series of' 

independant corporations and commissions. In the year 1926 the Central 

Electrici ty Board was established along wi th the British Broadoasting 

Corporation the year after. To both these creations the Conservative 

Party was the chief' oontributor. The Labour Party, until 1933, was 

s.Ceptical of the new innovation, f'earing i t as a elever deViee to check 

the tide of' àocialised ownership. The first Labour Government of' 1945-51 

nationalised a number of' basic industries and entrusted their management 

to the public corporations. But these post-war public corporations were 

subjected to oloser governmental control than their earlier counterparts. 

It is interesting to notice that this difference between the two 

generations of' public corporations is based essentially on party ideoiogr. 

Almost all the pre-1946 public corporations were the creatures of the 

Conservative Party which had historica.J.ly not been very enthusiastic about 

public ownership. The post-war creations being the tools of' the social 

and economie reforma of the sooialist narty, ivere to be under closer 

surveillance and were not mer~ly a compromise but an act of' conviction. 

Any discussion of' the publio corporation would be incomplete 

without referring to the various types of management whioh are given 

the name, public corporation, a tenn which has been rather loosely 

employed to all types of agenoies, some of which do not have one single 

oharacteristic typioal of corporate management. On the ether band the 



differences are not always very apparent or perceptible. Bu.t the 

differences rema.in. This distinction between various types of co:rporate 

management is mainly one of the degree of autonomy and the extent of 

public control. 

In Canada the corporate .rom. of management bas been in use since 

the First World War. Bef ore that this .rom. existed in only a very few 

instances. Du.e to the pioneer nature of the country and the vast natural 

resources, the government of Canada has been rather more positivist than 

in the laissez-faire countrles of Europe and the United States. Looldng 

at the list of public enterprises in Canada one wonders at the variety 

and utility of these units. This profusion is pr:im.arlly due to the 

traditional Canadian stress on needs rather than theories. There are 

for instance two giant railroad systems, one of which is publicly owned 

and O!>erated; there is also the Wheat Board. The fonn. of management 

adopted in these and man;v other examples hà.s ail or soma of the typical 

characterlstics of the public corporation. In most cases the basis of 

incorporation has been special parliamentary enacbnents. In times of 

national emergency or for the sake of convenience, the authorlsation has 

not alwa:ys come from Parliament in each case but through executive 

ordinances, although the final authority rests with Parliament. Thus 

during the last war a number of crown companies were created under the 

War Measures Act and the amended Department of Munitions and Supply Act 

of 1940. Ma.:ny or these companies still survive and operate under the 

Dominion Companies Act. Their basis for existence at present is the 

Deparbnent of Reconstruction and Supply Act and the amended Research 

Council Act. Since these crown companies were largely established by 

executive ordinances, they did not have any financial, accounting or 
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operational uniformity, for in the case of incorporation b,y a 

parliamentary statute all such aspects are generall:y spelled out in 

the founding Act. As far as the crown companies were concerned, their 

structure and power was determined by the articles of' agreement between 

the minister and the canpanies wi th the approval of the governor-in-

council. 

The first attempt to introduce some uniformity was made in 1946 

with the passage of the Government Companies Operation Act. This Act 

laid down general principles concerning bank accounts, provision of 

capital, contractual rights and liabilities to suit, personnel aàninistration 

and annual reports. It had however no automatic application to the 

crown companies. A proclamation of the Governor-in-Council was needed 

to make this Act opera ti ve. 

A more comprehensive and general statute, the Financial Administration 

Act, was passed in 19$1 superseding the 1946 Act. This Act which is 

still on the statute book, has two important features. In the first 

place it excludes from its purview all those crown corporations 1vhich 

i t lists as 'Unclassified 1 • Secondly, i t declares t'hat ip cases where any 

of i ta provisions conflict wi th the S"Ç>ecial acts of incorporation, the 

latter shall prevai1. This indicates that the new Act did not intend 

to introduce an absolute unifonnity to the crown corporations. This was 

well e:xplained by the then Finance Minister who stated that: 

The purposè of this Act is to lay the grourtdwork for unifom 
financial control and to legislate with respect to mat:ters 
which the present âcts do not cover. At some future date 
the financial provisions of the special act may be reviewed 
but for the

1
present it is proposed that they should continue 

to operate. 

1. Quoted in Han'SOn, Public Enterorise (Brussels 1954) P81. 



The Act however, does provide that notwithstanding the provisions 

of an::r special act, nothing shall prevent the Auditor-General from being 

appointed as auditor or joint-auditor of a crown corporation. 

The Act divides the existing crown corporations into three types: 
1 

Departmental, Agency and Proprietary. Each one of these possesses 

varying degrees or rinancial independance and managerial autonom;r. A 

Departmental corporation is more or less another arm of the civil 

administration and has been adopted not on business grounds but for 

administrative convenience. The Act defines the departmental corporation 

as 11responsible for administrative, supervisory or regulatory services 

of a governmental nature 11 • Ageney and Proprietary Corporations possess 

varying degree or independance. The agency corporations, which are of a 

quasi-commercial nature, are charged with the disposal of trading 

services and procurement on behalf of the Crown. Their operating 

funds are provided by parliamentary grants. .The proprietary corporations 

on the other hand, possess greater financial autonom,y and are expected 
2 

to earn their own revenues from the sale of goods or services. Although 

48 

the degree or financial independance largely detennines the category under 

which a corporation falls, there is 11apparently no single factor 
. 3 

determining into which category a corporation will be placed11 • The 

Financial Administration Act empowers the Governor-in-Council to transfer 

a corporation from one class to another by an orde~in-council. 

1. The Act lists thirty three corporations coming under its 
application, and excludes another half a dozen from its purview. 

2. This is not always true. In Canada, for example, most of these 
corporations depend heavil:y on parliamentary grants to make up 
their losses in revenues. Some critics point out that this is 
against the principle of corporate independance. 

3. F .c. Milligan and H.R. Balls, "Public Enterprise in Canada," 
Public Enterprise, ed. A.H. Hanson {1954), P82. 
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Management as stated earlier forma an important part in ownership. 

The success or :f'ailure of' ownership whether private or public is directly 

related to the type of' management. But the efficiency of management 

depends on several factors. Among the most important are the character 

and composition of the board, and the degree of financial, and in the 

case of public corporations, political independance of these boards. 

What follows is an examination of each of these factors in order to 

establish the degree of efficieney and independance of the management of 

public corporatioœin Canada. 

The character and composition of the board of a public corporation 

is largely detennined by the degree of security of tenure and the basis 

for constituting the board. As a matter of fact managerial independance 

in one sense is the direct corollary of' securi ty of tenure. A board 

living through the generosity of an individual or group of individuals 

can hardly assert its independance. That there bas been an awareness of 

this in Canada, is evidenced by the various recent acta of incorporation 

which devote considerable space to specifying the tenure and terms of 

office of the various boards. The independance and even the efficiency 

of a board may be impaired in those cases where it is allowed to operate, 

beyond i ts term of ex.piry on the implici t assumption of another term of 

office. This often generates a feeling of false hope and some fear among 

board members having an eye on rea:ppointment; under these circumstances 

the board cannot possibly act as independently of govermnent as i t would 

wi th a defined term of office. This point 1-vas raised on sever al occasions 

during the last session of the Canadian House of Gommons. Speaking during 

the debate on the second reading of the C.N.R. Ouarantee and Financing 

Bill, the opposition spokesman, Mr. Chevrier criticised the govermnent for 



allowing the president and three directors of the CNR {whose tenn had 

expired nine months previously) to work on a da;y to dq basis. 11How 

could the head of a corporation living in a state of suspense and 

5o 

uncertaint,y, possibly be expected to discharge his duties efficiently and 
1 

with confidence?"he asked. 

Closely linked to the prob1ems of the tenure of the board is its 

composition. The Canadian boards of public corporations show an 

interesting characteristic; because of Canada' s huge size and c1early 

defined regions, the composition of these boards has tended to become 

representative of the regions. Although in some cases the incorporating 

acts are silent about having a reoresentative board, the practice has 

been to appoint one member from each region. The board of directors 

of the CNR provides an example of this. The Aird Commission on 

Broadcasting, however, recommended a representative board to manage the 

pub1icly o1med broadcasting network, and subsequent parliamentary 

committees have ratified this. The board of govemors of the CBC until 

19.58 was statutorily required to be representative of the various regions. 

Par1iament and the country have shovm a special interest in having 

a representative board of directors for public corporations in Canada. 

Broadly speaking the idea of a representative board is a healthy one 

and in an undertaking as large and far-flung as the CNR or the CBC it 

is frui tful to have all regions represented. This point was wel1 

e:x:plained by a member of Parliament during a discussion on a bill to 

1. Canada, Parliamenta.ry Debates (1960-61) P7733-34. Taking part in 
the earlier Supply debate, Mr. Chevrier said: "Not only do I think 
i t is unfair, but I think i t is innnoral on the part of the 
government to continue the present situation as it has been since 
September of last year {i.e. 1960). Here is the president of a 
great national rai1w~·who, together with three of his co-directors, 
does not know what ishis position. Not only is it ungrateful; it 
is disgraceful on the part of the government to hold up a matter 
of this importance in 'the manner in which it has been held up • •••" 
~., P6o26. . 
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increase the number of CNR directors from seven to twelve. He said: 

Two of the recommandations which they (the 1961 Royal Commission 
on Transportation) make deal wi th the elimination of passenger tra:ffic 
in certain areas and on certain lines where it has proven to be 
uneconomic. The same situation prevails also with regard to freight 
tra:ffic in what they call low density tra:ffic areas. The suggestion 
there is tha t an annual subsidy" of thirteen million dollars should 
be payable over a period of fi:fteen years. There has been a 
recommandation, also, that subsidies totalling sorne sixty two million 
dollars subsequently scaled dawn in five years to 20 per cent of the 
amount, should be payable in respect of the elimination of the passenger 
tra:ffic. Now snrely, Mr. Chainnan, that requires representation on the 
board of directors on a more varied, more regional basis so that those 
directors when they come to the board meetings should be able to 
reflect the thinking and the situation in their particular areas. 1 

At the same time, Canada 1s huge size seems to work against the idea 
2 

of regional representativeness. A board consisting of members drawn from 

regions separated by thousands of miles, cannot meet with ease and 

frequency to attend to important matters that arise in a large business 

concern such as the Canadian National. But this difficultr has been 

partially solved by the ?ractice of having smaller committees of the 
3 

boards to attend to urgent matters. This does not, however in any w~ 

re duce the authori ty of the regular board of directors, as is clearly 

1. Ibid., P4854. 

2 • Musolf, Op • Ci t. , P19. 

3. The 1958 Broadcasting Act for example s~s: "The Corporation 
~ from among its directors appoint an executive committee and 
delegate to it all or any of its power under this Part, and the 
executive conunittee shall sn'bloit at each ·meeting of the corporation 
minutes of its proceedings since the last preceeding meeting of 
the corporation". Canada, Statutes (1958) C.22, sec. 28. 
The President of the CBC explained that 11 the executive co!mnittee 
has the authori ty to deal between the meetings of the board wi th 
arry matters vrhich are required for the proper conciuct of the 
corporation 1 s business. The commi ttee meets qui te frequently11 • 

Special Commi ttee on Broadcasting (1961) P245. 



apparent in the following exchange that took place in the 1961 

Special Oommittee on Broadcasting: 

Mr. Pugh: I take it that all matters of policy are set 
under the act and that you, more or less, carry that on. 
Are there a.rry major decisions made by your executive commi ttee? 

Mr. Ouimet: Only decisions which cannot await a full 
meeting of the board. I think this is the important point 
that I should have stressed. The purpose of the executive 
commi ttee is to deal with such matters that may come up 
between board meetings, where it is not possible, convenient 
or advisable to bring the whole board together. 

Mr. Pugh: Ras a:rry change been made in the decision of 
the executive committee when the full board of directors 
have met? 

Mr. Ouimet: No. or course, we have to submit to the 
board of directors all the decisions that we have made. 

Mr. Pugh: Yes, I understand that. 

Mr. Ouimet: And, to my recollection, there have been no 
cases 1fhere there was a reversal of the decision of the 
executive committee. 1 

An important factor in the composition or the board is the type 

of personnel th at should be selected to the directorate. In a very 

real sense the independance and efficiency of the management depends on 

the character or the individuals appointed to these boards. Also the 

experience and background of an individ.ual will, to some extent, mould 

his actions and conduct on the board or the public corporation. There 

bas been sorne awareness in Parliament or the advantages of having a 

businessman on the board of a public corporation. During the discussion 

of a bill to increase the size of the ONR directorate, one member 

1. Minutes of Proceedings and Evidence, Special Oommittee on 
Broadcasting (1961), P246. 
For the discussion on the power and statua of executive 
committee of the CNR board of directors, see Minutes of 
Proceedings, etc. of Sessional Rly:. Oœmnittee (1961) Pl37-42. 

52 



justified the proposed addition to the existingmembership and the 

advantages of having businessmen on the board thus: 

If you are wise in your appointments you will get people 
who, by their prestige, and so on, will raise the reputation 
of the railway in the eyes of the business co:mm.uni ty and who 
through their business connections bring business to the 
railway. 1 

Another member suggested the appointment of former railway employees 

to the CNR board in these words: 

I realize that we Should have businessmen on the board, 
however, if working conditions are to improve; and if we are 
to establiSh better relations between the public and this 
crown corporation we must have individuals on the board of 
directors who know what is wrong. A businessman may have 
some idea in this regard, as he may be or may become a 
shipper, but this board of directors must also include 
retired railway workers who have given a lifetime of 
service to this crown company and, who may be able to 
contribute useful ideas, aut of their intimate knowledge 
of railway problems, in the formulation of policies. 2 

One other important and interesting practice followed in some 

appointments to the boards of Canadian public corporations deserves 

mention here. In some cases a civil servant has been allowed to 

simultaneously hold his job and be on the board of a public corporation. 

One of the directors of the Bank of Canada v1hich is a public corporation 

is usually the Deputy Minister of finance - a civil servant. This system 

bas both advantages and disadvantages. On the credit side the presence 

of a departmental representative at board meetings would enable the 

1. Debates (1960-61) P48Sl. Again in 19SS a similar argument was 
advanced in support of having businessmen on the board. The 
member concerned argued that a widely renresentative board 
(both of business and regional interests) would go a long way 
in helping the CNR get more business and also enable i t to put 
forward a more realistic policy on railway operation. Debates (1955) 

P2440 and P3193. 

2. Debates (1960-61) P49S6. Italics mine. 
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management to reasonably expect endorsement of its decisions and actions 

by the appro9riate minister and through hi.m of the government. But this 

arrangement has a serirn1s drawback where the deoartmental official finds 

himself in disagreement with the majority of the board. Would it not 

be an embarrassing nosition for t~e departmental official to stmport the 

decision.of the majority before the minister and the public which he 

opposed himself? However, the boards of a public cornoration do not seem 

to divide on these lines and there is a sincere desire to reach an agreed 

decision. Moreover, these deliberations are conducted in an at.mosphere 
1 

of compromise and mutual understanding. Another objection to this 

practice is that it will apnreciably undermine the independence of the 

board from governmental influence and may very well re duce i t to the 
2 

statua of a deuartmental cammittee. 

As stated earlier, the regular boards of a public corporation has 

tended more and more to occuoy itself with general nolicy questions and 

the formai endorsement of actions taken by its various committees. 

Consequently the boards of public corporations are gradually shifting 

their emphasis from snecial to general matters and at the same time the 

use of nart-time members for the board is becoming more common. This 

i t is believed urovide s a fresh and varied background to the board' s 

1. Musolf, Op. Cit., P98. 

2. See D.N. Chester: 11Public Go oration and Classification of 
Administrative Bodies", Political Studies 19 3 • 



1 
deliberations and decisions. 

A really indeuendent and efficient board of a public corporation 

does not merely req,Jire security of tenure for its members and men of 

character, experience and nrestige, but also insulation from all kinds 

of political pressure and irresoonsible nublic criticism. As a matter 

of fact tre management of a nublic coro~ration does not enjoy to the 
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same degree the buSiness latitude and managerial discretion which are the 

characteristic featuxes of the private enterorise. This fact was brought 

to t,he attention of the 19.56 Sessional Conrrnittee on Raihr~ys by 

Mr. Gordon, the president of The Canadian National. Mr. Gordon told 

the cammittee that the C~IR management bad to be scru~ulously careful 

in all its ,olicies and actions in view of the penetrating examination 

to v-1hich it nas subject not only in Parliament but also in committee and 
2 

the country at lare-e.,, A similar and more :revealing statement was mad!'! 

by the Chrirman of the 19f,o Sessionü Connni ttee on Raili-rays also dealing 

wi th tre question of public scrutirry. .He said: 

An awf"ul lot of this discussion is irrelevant to the 
management of the rmlt..rays as such. The Canadian National 
:qailways 1 manaP'ement should not be asked to do more in 
?ersonnel relations th~n any other comuany • • • • • • • • 

I do be lieve, bo,,rever, 1..re as a commi ttee should review 
this business nrouosition as businessmen. It is not a case 
of l.Vhat will ;dn 1ts the most votes in the n~xt election or 
1,~hat "trill be the nicest for the comrnunity. :.:J 

1. Robson, Op. Cit., P228. A further argument in favour of nart-time 
membership is that i t reinforces corporate independance. A part-time 
member '!IDO g"enerall;r does not live entirely on emoluments naid by the 
public cornoration is in a stronger ~osition to resist unhealthy 
nolitical inroads into the management. If he either resigns or is 
removed by the government, it does not create any immediate problem 
of finding an alternative source of emnloyment. This enables him 
to criticise all interference in management. 

2. Sessional CQnnnittee on Railw~s (19.56) P29.5-96. 

3. Sessional ~~ttee on Railways (1960) P187. 



Moreover, recldess public criticism and undue political 

interference will eventually have an adverse effect on the management 

of a public corporation. Appearing before the 1961 Sessional Committee, 

Mr. Gordon told the connni ttee that of la te his management had been a 

victim of 'reckless', •uninformed 1 and 1irresponsible 1 attacks and 

cri ticisms made from the floor of the Hou se of Commons and now spread 

far and wide across the country. Such a practice, he warned, would, if 

continued for long enough, seriously undermine the morale of the CNR 

employees and prejudice its usera. No organisation, he said, can 
1 

efficiently operate in auch a hostile environment. Speaking about the 

morale of the CNR management one member of Parliament (Mr. Carter) 

criticised the attitude of some members of the House and reminded them of 

their resnonsibility in contributing to the morale of management. 

He said: 

It is no less our duty in this House to contribute to that 
morale. We do not con tri bute and in !act we undermine morale 
in the Canadian National Ra.ilways when we make attacks based 
on faulty or incomplete evidence and when -rre speak in an 
intemperate manner. We are not contributing to the morale of 
the Canadian National Railways by the wa.y in which we are now 
treating the present president and the board of directors.2 

No discussion of corporate independance would be complete without 

a discussion of their degree and extent of financial control. Indeed 

the classical theory of the public corporation implies independance from 

the usual mechanisms of public control. However, in actual practice, 

as far as Canada is concerned very few public corporations actually 

1. Sessional Committee on Rai1ways (1961) P291-94. 

2. Debates, 1960-61, P7755. 
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1 
enjoy this in full measure. Obviously, a corporation which is able 

to meet its expenses from its revenues, enjoys a greater degree of 

managerial. independance than the one which is ei ther in the financial 

doldrums or which is under statutory obligation to seek legislative 

approval for all or sorne of its budgetary requirements. 

The Canadian National Railways which was intended to be run as 

a commercial enterprise, has been under statutory obligation to seek 
2 

parliamentary approval for all its capital and expansion programmes. 

In addition to that, this corporation has hardly ever shown a surplus, 
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wi th the re sul t th at year after year i t has gone hat in hand to ask for a 

subsidy to meet its deficits. However the corporation is entitled to 

sell bonds at i ts own credit, wi th the consent and approval of the 

governor-in-council and Parliament. ·As such the CNR is under considerable 

financ:i..al control both fran the government and Parliament. One might 

conceive that if the CNR had no deficit, it would still continue to 

be under the control of Parliament and the government in those areas 

mentioned above. In this respect the actions of the Canadian National 

1. The Bank of Canada is probably the outstanding example of a 
publio corporation not required to give an aooount of its 
finanoial operation either to the government or Parliament. 
Its annual reports are not intended to give an inside view 
of its finances. The Bank of Canada Act gives this corporation 
a very soecial statua. Also this is perhaps the only publio 
corporation whioh meets its expenses from its own revenues, 
without relying on parliamentary subsidy or authority for its 
expenditures. o.~. R.s. Gordon, "The Bank of Canada in a 
System of Responsible Goverrunent11 , :· Oanadian Journal of Economies 
and Politioal Science 1961 Feb. 

2. The Oanadian National Railwa:ys depends on parliamentary authorisation 
for all branch line construction exoeeding six miles in length; 
where the line to be built is lesa than six miles i t cannot even 
then proceed with a construction programme without the express 
authorisation of the governor-in-counoil. All its capital budget 
requirements are subJeot to scruti~ and endorsement b.1 the Treasury 
Board, the governor-J.n-oouncil and the Ministers of Transport and 
Finance. 



are in signii'icant cantrast to the established practice in the 
1 

United Kingdom. 

The Oanadian Broadcasting Corporation since 1958 has a new s.ystem 

of finances. According to the Broadcasting Act of that year, the OBO 

is required to subm.it annual1y an operating and a capital budget 
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approved b,y the governor-in-council on the recommandations of the Ministers 
2 

of Finance and National Revenue for the next ensuing year. Although 

the Fowler Commission on Broadcasting had recommended a statutori1y 

defined annua1 grant, the new Act enables the government in the first 
3 

instance and then Parliament to adjust the figures each year. In other 

words each year when the OBO goes to Parliament for funds, it does not 
4 

know how mu.ch of its proposed estimates will be accepted. Asked in the 

special committee on Broadcasting how the OBO regarded the present 

annual parliamentary appropriations as against an operating budget 

projected over a five to six year period, the president of the 

corporation said: 

I think the position of the corporation on this question 
is well known. It has been ex:pressed publicly several times 
during the last twenty five years. The last time it was 

1. In the United Kingdom any commercial corporation is at 
liberty to float its own bond at its own credit. However, if 
a corporation wants a treasury- guarantee then it has to 
obtain the approval of the government. 

2. statutes of Oanada (1958) Ohap. 22 sec. 35 (1). 

3. Doubts had been ex:pressed at the time when the 1958 Broadcasting 
Act came into effect. It was feared by many observera tha.t the 
new s.ystem of annual financing through parliamenta.ry grants would 
subject the corporation to a stricter control of the Treasur,r, 
government and Parliament. e.g. Wilcox 11A New Broadcasting Act for 
Canada", Canadian Labour, IV No. 1, (January, 1959). 

4. Special Oommittee·on Broadcasting, (1961) P261-63. Also P269-71. 
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done was before the Fowler Commission, andwe indieated a 
ver;r strong preference for a financial basis which would 
provide for statutor;r financing over a number of years 
rather than by' means of yearly budgets. I am speald.ng of 
the position taken by the corporation in the past. Sinee 
the act was changed and since we have set our minds to 
work under this (19.58 Broadeasting Act) arrm gement, we 
on the board have not discussed this question in any 
depth. We have taken the matter as being decided and have 
gone to work on that basis. 1 

It is a fact that as the CBC said in its submission to the 1961 

Broadcasting commi ttee, the system of a.nnual parliamentar;r ·apPropriations 

for revenues, raised doubts about the reality of the claim of 
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independence. One cannot help but feel that the 1958 Act has considerably 

encroached on if not completely undermined the financial independence 

of the CBC. 

To conclu de this chapter i t must be admi tted that the corporate 

form of management has not been able to command universally a unifonn 

adherence to i ts basic principles. By and large the pattern seems to 

1. Special Committee on Broadcasting 1961. P266. Later the CBC 
when asked to elaborate its thinking on the existing system 
of annual financing observed: 11 The annual grants system has 
in no way interfered wi th the general aims of the corporation 
but it has added another degree of eomplexity to the service 
wi thout :improving parliamentar;r control. It is a ver;r real 
efficiency factor in that it does not permit the most efficient 
administration of the corporation. This is due to the 
processes which must be followed in working under this system 
of short-~erm financing. • • • • • • • • • • • • • • • • • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Under this system of short-term financing it is difficult for the 
corporation to either conduct its ~-to-day operations or its 
long-range planning with either maxinram efficiency or certainty. 
In addition, the system can re sul t in expressions of doubt being 
expressed re the corporation 1s independance. It bas been 
accepted over the years that independenee, as well as the 
appearance of independence, is a cardinal requirement of the 
national broadcasting service11 • 

Special Committee on Broadcasting (1961) P8oO-l 



have undergone significant transformation either because of special 

conditions prevailing in a country or be cause of the ~peèuliar nature 

of a service entrusted to this form of management. Nevertheless, the 

form continues to draw the attention of all countries. The reason why 

a corporate form of management was adopted to run the Canadian National 

and other Canadian public corporations was perhaps best explained by 

Mr. Donald Gordon, the CNR president in an address to the Toronto 

Club. Speald.ng to the Toronto Club he said: 

Efficiency is not basically a question of ownership but 
of operating philosophy and employee morale. We North 
Americans live in a sociological climate steeped in the 
traditions of business. In this climate of enterprise, 
employees at all levels of business can understand a demand 
for productivity and see the needs for business control to 
measure and encourage it. But exhortations from an executive 
officer are a poor substitute for the discipline of a profit 
and loss account, wi thout which administrative problems are 
robbed of both urgency and clarity. 1 

Others have suspected the use of this form of management as a 

tactic to avoid public scrutiny: 

••• What we really achieve then by distinguishing between 
the department and independant agency is that we prevent 
the government from doing quietly and covertly what it 
would be loath to do openly. 2 

1. Donald Gordon 1s address to Toronto Club The Financial Post, 
November 13, 1954, P26. 

2. H.S. Gordon, "-The Bank of Canada in a System of Responsible 
Government", Canadian Journal of Economies and Poli ti cal 
Science (Feb. 1961) P21. 
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CHAPTER III 

THE BASIS AND CHANNELS OF ACOOUNTABILITY 

The separation of ownership and m.ana.gan ent has been an inescapable 

phenomenon in an expanding '\forld of business. The eighteenth century 

capi talist who was both master and manager of his business gradually 

disappeared into the mists of history. In his place, as we have seen 

earlier, a specialized class of managers appeared who assm.ned all the 

burdens of management and thereby freed the owners of all those worries 

and strains which had mul tiplied a hundred fold during the early stages 

of industrialization. As a result the Oliner 1s role in the actual 

conduct of his business became secondary and dependent on the skilled 

professionals. 

Realisation of the fact that it was no longer possible for 

ownership to remain actively associated with the management of a 

particular business raised a question; that of ensuring the owner 1s 

interests. This implied that a successful management must have the 

confidence of the owners. It is here at this point that 11accountability11 

gains clearer meaning. Li terally i t means 11 giving account of something 

to someone 11 • In the business world accountabili ty is to be rendered 

to the owners. The most convenient method of rendering i t is through 

the annual report, which attempts to narrate in simple fom. the resulta 

and achievements of management. It enables the owners or the shareholders 

to decide whether their confidence in the management is justified or 

not. In other words such a report has two aspects. In the first place 

it describes events and things which have alreaqy become a matter of 



the past. Seoondly, on the basis of these past events it enables the 

shareholders to pass judgement on the oapaoi ty of the management and 
1 

to decide whether they Should continue to enjoy their confidence. 

Besides ensuring or reassuring confidence in the management, 

aooountability prevents the abuse of power by those who exeroise it. 

This power oould be either politioal or economie. Accountability again, 

aooording to Prof. Finer, implies: 

A superior-subordinate relationship in which some exterior 
authority must hold the subordinate responsible for certain 
presoribed actions. In order to be responsible, an agency 
must be responsible to someone for something. 2 

Others tend to think that the purpose of accountability should be 

to oultivate 11 a healthy esprit de corps and a metioulous code of 

professional conduot amongst the staff11 • This view is identified with 

Friedrich 1 s theory whioh states that we should leave the question of 

acoountabili~ to the consciences of those who exeroise power as a 

trust. This however sounds more theologioal than theoretical. 

History as a who le shows that. accountabili ty has only been seo'ured 

when i t bas had external sanction and origin. 

As said earlier annual reports provide an occasion for the 

shareholders to enforce the aooountability of the management. The main 

interest of the shareholders in a private business is to see that their 

investments earn max:imum dividende and that the managanent does not 

wastefully employ their oapi tal. This task is mucll simplified by the 

presence of a common denominator (mo ney) which tells them everything 

in black and white. 

1. Sir George Viokers, IIThe Accountability of Nationalised Industry11 

Publio Administration, XXX (Spring 19.52) P71. 

2. Quoted by J .E. Hodgetts, 11Responsibility of the Government Corporation 
to Governin~ Body'", Proceedin~s of the Institu.tê · Of Ptib;]Jp; 
AdministratJ.on of Canadâ (195 ) P39I. · ·- -
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When the public enterprise was f'irst entrusted to a managen ent 

very much similar to that of the private business, the question of 

aecountability also arose. To whom and by what means was accountability 

of the public business to be rendered? Some people were carried awq 

by business terms auch as nshareholders", 11annual meetings" and 

11pro:Jcy" voting11 • For example one M.P. during the 1919 Railwqs 

debates compared Parliament to an a.nnual meeting of shareholders or at 
1 

least as holding proxies from the people as shareholders. But as 

Sir Geoffrey Vickers points out these simplified relationships 

undergo a change when any business is nationalised. The simple 

shareholder-director relationship is replaced by a chain of cammand 

extending from the boards to ministers, Parliament and ultimately to 
2 

the people. The sum. total of what has to be given account of is 

increased in the case of a publicly owned business. The earning of 

profit no longer remains the only aim of management. A publicly 

owned business becomes increasingly an agency of public service 

rather than of profit. All this makes accountabili ty a complex concept 

1. Debates, 1919. Pl.414. Appearing before the Special Oommittee 
on Broadcasting (1961) Mr. Ouimet used a si:milar analogy for 
the CBC. He said: 

The board of directors of the corporation is very similar, 
in ne arly every respect, to the board of directors of other 
large organisations; but there is one fttndamental difference 
and that is that, while the board of directors of an industrial 
organisation is responsible to its shareholders, in our 
particular case, Binee we have 18 million shareholders, our 
board of directors is responsible to their elected representatives, 
to Parliament i tself11 • 

Minutes of Proceedings and Evidence, Special Oommi ttee 
on Broadcasting (1961) P395. 

2. Sir G. Vickers, Qp. Oit., P72. 
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1 
to define or determine, and difficult to enforce. The particular 

importance of the ryublic enterprise in the social and economie 

organism necessitates the tightening of alternative methods of control 

and finding a new basis of accountability. 

What then should be the function and basis of accountabili ty in 

the "Ç)Ublic enterprise? It should be in the words of Professer Robson: 

To throw lippt on the activities and policies of the 
nationalised industries by" providing whatever information 
is necessary to show whether these objectives are being 
pursued lvith a reasonable degree of success.2 

The basis of accountability in the public enterorise should not 

rest on the "shareholder concept" as in the case of private enterprise 

1. For example during the debates in the Committee of Supply 
on C.B.C. estimates one member emphasized the special nature 
of the C.B.C. and its services. He doubted that the normal 
commercial or managerial standards could usefully be applied 
as a basis of accountability to this agency and he said: 

"However, I do fi nd i t abnormal, and contrary to the 
nrirtciples of resoonsible government, that the C.B.C. should 
not be obliged to g.ive the government a more detailed account 
of its administration. 

11Nor do I accept, by reason of the same principles, that the 
C.B.C. should be a private preserve where unfortunately too often, 
favouritism - and since the word is currently in vogue -
political !Jatronage, reign supreme. As I have stated in the 
past, the C.B.C. is not a crown corporation like others, 
precisely because it operates in the field of minds and 
consciences. Each of the services it provides cannot be 
arypraised solely by administrative and financial standards. 

110n the other hand, the re59onsibility 1dth ~-Thich the C.B.C. 
has mistakenly been invested in the field of education comnels 
us to scrutinize i ts -programmes vri th the greatest ca.re, so 
that we can determine T·Thethe'~" i t resoects the natterns and 
ob,i"'lctives assigned to our society 'bv the nhilosophical, 
theolorr.ical and moral nrinciples which consti t11te the structure 
of our social lite and the traditional basis of our teachinp.;." 

Debates, (1?60), P5966. 

2. Nationalised Indnstry and Pnblic Chmershin, P210. 
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but on the inherent principles of responsible and democratie 

goverriment. It is true that the people as shareholders can demand 

the same accountability from the management of a public business as 

the shareholders of a l)rivate corporation. But it is a fact that 

"people" is a vague tem as compared to the sharehold.ers of a private 

company. The latter have a more direct and immediate stake in the 

business they own than the former. Also the mystical idea of the 

"people" is vague in the extreme. Who are they? Do they includ.e only 

those who are benefitted by the business i.e. the consumera? Or is 

it the ones who bear the cost without using it i.e. the ta:xpayers? 

Or is it the ones who neither pay the costa nor are benefitted by it 

but have a say (indirectly) in the management - the votera? This in 

itself shows that we cannet have hundred per cent accountability in the 

business sense for the public corporations. 

Though the degree of type of accountability differ in these two 

foms of ownership, its importance however, is in no way minimised in 

the case of public ownership. Rather it assumes a new sense and 

direction arising out of a parliamenta.ry system of government~ The 

function of accountability as defined earlier, is to discover whether 

certain defined objectives are carried out with "a reasonable degree 

of success". The question now arises as to the nature of that reasonable 

degree of success and who should decide it. What follows in this 

and the succeeding chapters is a discussion of the various instruments 

which determine and the channels which communicate this reasonable degree 

of success to those in charge of management. 

In the last chanter it was stated that the business administration 
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The public corporation has been an important innovation of this century 

which has tried to combine the necessary business freedom with that 

degree of public control inhering in a responsible government. This 

compromise has been attained b.r making the distinction between 

management matters dealing with d~-to-~ problems and the larger 

policy questions. But this has not been the easy and simple compromise 

that appears on the surface. There are many occasions when the difference 

between the general and the particular, the routine and the extraordinary 
1 

and similar other differentiations eut across one another. In such 

a situation Mr. Keyes doubts 'Whether the distinction could serve as a 
2 

useful basis for enforcing public accountability. For neither in 

Canada or Great Britain has this line of demarcation been finally 

determined and it is still in the evolutionary stage. Whatever may be 

the ultimate resu.lt, since the last war there has been a. tendency to 

subject the public corporations to closer public control and in part 

this may be traced back to the creation of the 11welfare state". 

Parlia.ment constitutes the focal point in the total spectrum of 

the accountability of the public enterprise. Being the sourcé of all 

laws and authority, it is at the apex of the administrative structure. 

The present study intends to concentrate on the various techniques and 

opportunities of Parliament to enforce its authority as the ultimate 

guardian of the public interest. Since it is the central and most 

important tool of public control one separate chapter will be devoted 

to its study. 

1. L.S. Keyes, "Some Controversial Asoects of Public Corporation" 
Political Science Quarterly', LXX Ü955) P33. 

2. Ibid. 



The twentieth century Parliament is in rea.lity merely a debating 

body and by" i ts very nature is incapable of exercising ri go rous control 

over the expanding and complicated field called public administration. 

The era of !)arliamentary sovereignty has given wa:y to the age of 

governmental (cabinet) dominance. In the next chapter we shall see 

how this new authority fits into the channel of accountability. In 

addition to these two internal channels of accountability- government 

and Parliament - we shall examine the not insignificant agencies which 

go a long wa:y in making public accountability real and effective. 

Technically they are only adjuncts to the two major instruments of 

public control but in actual practice they enjoy a considerable degree 

of independance and have an identity of their own. In the rest of this 

chapter attention will be focussed on these t1f0 specialized instruments: 

the Independent Regulatory Boards and the Royal Commissions. 

Theoretically Parliament still retains ultimate control over all 

agencies of administration, but as stated earlier, twentieth centur.y 

administration is more technical and involves so many decisions at 

every step that only an expert body can ef'f'iciently handle them. Also 

modern administration demanda constant attention to daily matters which 

no legislative body can hope to provide. Every day new problems crop 

up which require immediate solution and disposal. In such a si tua ti on 

it has become common practice for Parliament to establish "a Board 

or Commission which can bring expert judgement to bear on the 

dif'ficulties and give single-minded attention to the problem as a 

whole.u 1 
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Originally the regu).atory aonmission was areated to regulate f'ree 

enterprise in the publia interest. Its main objeat was to ensure an 

adequate supply of' essential services to the people at a reasonable 

aost and in airaumstanaes where f'ree aom.peti ti on was ei ther unreliable 
1 

or undesirable. The advent of' publia ownership, some hoped, would 

render these regulatory commissions redundant, sinae the people as 

owners of' business would be able to exeraise direct control. But this 

wa.s not a correct understanding of' the aœsequenaes of' publia ownership. 
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It is true that publia ownership brings publia control of' business nearer 

home but only theoretiaal~. Publia control either exercised through a 

speaialised agency or through Parlia.ment is not an end in itself'. The 

aim or objeat of' publia control, like that of' shareholders in a private 

business, is to ensure that the business is conducted f'or the best 

interests and ad:vantages of' the owners. In other words the main 

objective is the eff'iaiency and serviaeability of the business. 

The adoption of public ownership does not in i tself' en sure ei ther 

the ef'ficieney or satisfaction of all those whom a particular industry 

serves. Furtherm.ore, by the time publia ownership came to be regarded 

1. H.M. Trebing, 11What is wrong with Commission Regulation?" Publia 
Utilities Fortnigh;tly, LXV No. 10 (Mtv, 196o) P661. 

The Fowler Report on Broadaasting also underlined the neaessity 
of' a regulatory agency for Canadian broadaasting in these words: 

11These commercial demanda may even be individually unexceptional 
but cumulatively they may be excessive. They .aannot be left to be 
resisted either ~ the force of' public opinion or by the exeraise of' 
self'-restraint by private station operators. If' broadaasting is . 
to serve the public interest as i t should, we believe there must be 
some externallv enforced standards of' public interest to strengthen 
the instincts of' public service that many private broadcasters 
f'eel.n Report of' the Royal Commission on Broadaasting (1957) P86. 



as a desirable means to a desired end (the public welfare) the role of 

the independant regulatory commission as a helpful agency in securing 

desired ends and enforcing set standards of conduct was well established. 

Consequently, Parliament, conscious of its shortcomings in enforcing 

codes and standards on public business adopted these commissions as 

useful monitors. A second reason which has been very often put forward 

in Canada, is that in an economy comprising dual ownership in the same 

service or industry the need to control thoughtless competition is more 

than ever necessary. And this check could be very well provided by sorne 

such commission which would work as a sort of umpire, judge and moderator 

between the two contestants. Another and more capitalistic argument 

was put tefore the Royal Commission Investigation on Broadcasting in 

Canada. It was suggested that the creation of a separate and impartial 

regulatory commission would create confidence among private broadcasters 

who were operating in competition 1iLth the CBC for the same service, 

as it would subject both sectors of national broadcasting to an equal 
1 

and impartial control. 

In the chapter dealing with the growth of public ownership in 

Canadian broadcasting i t was stated that Canadians had worked out a 

unique s.rstem of broadcasting suitable to their own conditions. The 

system had envisaged dual ownership but unified control. Both the 1932 

and 1936 Broadcasting Acts vested the control of broadcasting in an 

agency which was at the same time responsible for providing services on 

a national scale and devoted particularly to Canadian content. This 

1. Exhibit 135, Pl4 and Exhibit 177, P5, submitted to the Fowler 
Commission Investigation on Broadcasting (1956). See also 
the Evidence before the same. P3377-78. 
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union of the cœtrol and operation of radio broadcasting in one body" was 

not liked by the private broadcasters who complained of prejudicial 

treatment. However the Board of Directors of the CBC was more than 

cautious in the exercise of its regulatory functions and there were 

even camplaints that public control, espeoially in private broadcasting 

was not at all effective. Some alleged that in actual practice 

broadcasting was not controlled by the board of the CBC but by the 
1 

government. which as a matter of declared .princip le kept i ts hands 

off the national broadcasting. Others maintained that in all cases 

concerning regulations that came before the CBC board, the board of 

Govemors was not impartial since i t had at he art the interests of 

the CBC as an operating agency. In other words there was a constant 

conflict between CBC 1s regulatory funotions and its operational 
2 

interests. A more reasonable argument was put forward by 

Mr. Diefenbaker who maintained that since the CBC was competing for 

commercial revenues with the private stations it was not fair to 
3 

give regulatory power to one of the competitors. The creation of 

a separate regulatory board as such would go a long way in making 

public control in both sectors of broadcasting more effective and 
4 

meaningful. The whole tenor of the argœnents in favour of haVing a 

1. Debates, 1944-45, Pl72. 

2. Evidence before the Fow1er Commission on Broadcasting 1956, 
P694-95. 

3. Debates, 1949, PB72. 

4. Exhibit 68, P9, Evidence Pl617-1B before the Fow1er Commission. 
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separate regu.lating body for broadcasting was that an operating 

agenoy cannot at the same time be fair1y entrusted with regulatory 

fmctions. In general cases this cou1d be admitted as a fair objection. 

But considering the peculiar conditions prevailing in Canadian 

broadcasting the opponents of the pre-1958 arrangement over-did 

themselves. What they over1ooked was that public regulation and 

operation of broadcasting in Canada was a direct result of the inherent 

conflict between the motives of public and private broadcasters. 

An independant and separate Board of Broadcast Governors could assure 

the private broadcasters of impartial.treatment only to the extent that 
1 

national or public broadcasting was n9t ham.pered by their exce.sses. 

Also Canadian broadcasting unlike the Canadian railways was not 

intended to b~ competitive but comp1ementary. Following the 1932 

Parliamentary Comrnittee Report on the future organization of Canadian 

broadcasting (which had made a significant departure from the Aird 

Commission recommandations) the country had successtully launched a 

unique system of broadcasting in which the private stations played a 

useful and complementary ro1e to the publicly owned CRBC in providing 

national broadcasting. Perhaps one of the reasons w~ until 1958 

the CBC acted both as the regulator and operator of broadcasting 

services was the fact that in a partnership of incomplete equalit,y 

the greater equal has more say in arq joint venture. The CBC which 

was entrusted with the responsibilit,y of providing a national 

broadcasting service to the who1e country wi th the help of the priva te 

1. See Dr. Hodgetts view in this regard in Proceedings of the 
Institute of Public Administration of Canada 1957, P307. · 
He contended that there cou1d be no impartiality in so far as 
the maintaining of Canadian character in Broadcasting is 
concerned. 
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stations, was naturally the right agency to exercise overall control. 

Testifying before the Special Committee on Broadcasting 1961 (House of 

Commons) the CBC President, Mr. Alphone Ouimet declared: 

But so far as the corporation is concerned we took i t 
that in the matters of licensing and in the matter of 
abiding by the· regulations and arry other decisions within 
the power of the BBG we were on the same basis as the 
private stations except for one thing, and that is that 
the BBG must keep in mind that we have certain obligations 
and have a mandate given to us by' parliament, to carry out 
broadcasting service in the national interest of Canada.! 

Among other reasons forwa.rded against the pre-19.58 arrangement 

was the waste of the CBC 1s funds and time on policing the activities of 

the prlvate broadcastèrs. Throughout this campaign for the separation 

of regulatory and operative functions of broadcasting, the prlvate 

business interests were the driving force for making the broadcasting 

regulations less rlgorous and less effective. The movement had more 

commercial overtones than judicial instinct. On more than one occasion 

supporters of this new arrangement cited the example of the Board of 

Transport Commissioners, which regulated the railway operations in 

Canada.. As a matter of fact there was no full comparison made between 

the railways and broadcasting in Canada for the fonner had, wi th the 

consolidation of a host of priva.te railvTay companies under the banner 

of the CNR, crea.ted two distinct and self-sufficient systems which were 

competing in the same .field. An independent regulatory agency was 

necessary to avoid waste and duplication in their operations. Also due 

to the monopolistic nature of the railways at that time, it was essentiel 

to devise a means to protect the public interest. Broadcasting by its 

very nature is monopolistic particularly when it exista to serve 

1. Minutes Pl90. Italics mine. 
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national ends. Further as the Minister of National Revenue stated 

before the House Special Committee on Broadeasting in 1944 there were 

in Canada not two seetors of broadcasting but many;public broadcasting 

s.ymbolised Qy the CBC and private broadeasting consisting of a few 
1 

dozen of private stations. This in itself made ~ comparison between 

the rail ways and broadcasting rather superfluous. 

Another common argument in favour of an independant regulatory 

commission is that it can devote more time and attention to problems 

of policy relating to one particular aspect of administration. But 

the praetice of vesting poliey formulation or policy determination 

outside the Parliamentary arena is contrary to the principle of 

responsible government. Secondly, a regulatory body, no matter how 

technieally equipued, cannot visualise or appreciate the difficulties 

resulting from actual operation especially in broadcasting, unless it 

is in sorne wa:y closely associated with management. Conversely the 

argument that an operating agency should not also be a regulating 
2 

body has equal apl)eal. Such a board by virtue of i ts limi ted sc ope 

and sphere of operation, cannot successfully deal witb vast and varied 

problems of general poli ci es and difficul ti es th at have more than 
3 

mere technical irn9lieations. 

The Fowler Commission however, in its recommandations endorsed 

the idea of separating the regulatory functions from the operative on 

the assumption that it would contribute to a more effective public 

control. The- 1958 Broadcasting Act created the Board of Broadcast 

1. Minutes of Proceedings and Evidence 1944, P2-3. See also 
evidence before the Fowler Commission, P7532. 

2. 

3. 

J .E. Hodgetts, "Fowler Commission Report11 , in Proceedings I.P .A. 
Canada 1957 P307. 

Hanson~ 11Parliament and the Nationalised Industrie1311 in 
Yorkshire Bulletin, (1954) P154. 
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Governors; they were to enjoy a f'ixed tenure of' of':tioe.; and they were 

to ensure the continued existence of' a national broadcasting s,ystem 

by the provision of' a service of' high standard, Canadian in content and 
1 

character, and by regulating the private and public stations. 

A brief' discussion of' the powers and f'unctions of' the Board of' 

Transport Oommissioners seems necessary at this stage, for it was 

invoked several times during the Fowler Commission investigation. 

It is important also, because it exists as an extra-parliamentary 

instrument of' control over the two railroad s,ystems; a further 

importance re sul ts from i ts longevi ty of wall over half a century during 

which it has built up considerable prestige and set many precedents. 

Created to handle matters of' a technical nature wi th thrift and speed, 

the Board has of'ten showed a tendency towards specialized representation, 

( though regional and economie representation has never been totally 

absent). 

Its powers and f'unctions are mainly administrative and judicial 

in nature. Questions of' public policy are still decided by Parliamentt 
2 

but the Board's decisions and rulings influence these deliberations. 

The Board sits as a court of record on all matters relating to freight 

rates, charges of' discrimination and so forth. In appearance it 
3 

resembles a court, for it allows both parties a hearing. Its decisions 

1. See Statutes of Canada, 1958, Vol. I, Chap. 22, Section 10. 

2. See A.W. Currie, nThe Board of Transport Commissioners as 
Administrative Body" in Canadian Journal of' Economies and Political 
Science, Vol. XI, 1954. 

3. The great majority of applications and complainte are disposed of' 
wi thout a public hearing. However, public hearings have been held 
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in various parts of' Canada at the convenience of the board and on 
requests of' the parties involved. In such hearings interested 
parties have either appeared personally or have been represented by 
coun•l or other representatives. Robert Xe~ '.t'be Board of Transport 

_ Commies:î.onèrs of .Canada ·AReview of its 6onstJ.i.utxou, Jttt1:M:tctibfrand 
Practice, (Queen's Printer ottawa} I957 P8. 
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however, are not based so much on equity as on technical and economie 

considerations. For example, if one qf the railways feels that a 

particular train service is not economically possible they have to 

orove this bef ore the Board and also that i ts abandonment lrl.ll not 

seriously affect the people and business of that area. ~lith its 

headquarters situated at Ottawa the Board has allowed separate sittings on 

the same day of its members as single man Boards. This is done both 

to facilitate the quick disposal of cases and to enable interested 

parties to be beard at places far away from Ottar.va. The decisions 

are a!)pealable in the Sv.preme Court of Canada, not on matters of 

fact but on questions of jurisdiction or faimess of the verdict. 

The decisions of the Board can also be referred to the 

governor-in-council for consideration. However, in appeals to the 
govemor-in-council from the Board of. Railway Commissioners (now 
called Board of Transport Commissioners) a pra.ctice has grown up 
of not interfering with an Order of the Board unless it seems 
manifest that the Board has proceeded ùpon some wrong principle, 
or that it has been otherwise subject to error •. vlhere the matters 
a.t issue are questions of fact depending for their solution upon a 
mass of conflicting expert testimony, or are otherwise such as the 
Board is peculiarly fi tted to determine, i t .ha.s been customary, 
except as aforesa.id, not to interfere wi th the findings of the 
Board. 1 

The Board on it~ part, however, has Show.n considerable care in 

handling cases and confines itself to technical and administrative 

aspects of a dispute or complaint. As far as the C.N.R. is concerned 

i ts construction and expansion programmes are not the concern of the 

Board, but Parliament is at liberty to seek its advice on arr:r such 

project. The Canadian National is subject to parliamentary authorisation 

1. Order-in-Council P.C. 1170, dated 17th June 1927 as quoted 
in Kerr: Op. Oit. P8. 



for all its branch line constructions. This departure from one of the 

aecepted principles of corporate independance is due to the fact that 

in almost all such cases a temporary loan has to be advanced out of 

public funds to put the project through. Moreover the corporation is 

under statutory obligation to seek Parliament 1 s authority to issue its 

own securities guaranteed b.1 the governor-in-council to meet the 

expendi tures of the project. Secondly, b.1 reserving the right to decide 

on arry further extension in CNR services, Parliament perhaps intended to 

ensure that no wasteful duplication should take place. Finally, the CWR. 

on numerous occasions has been entrusted b.1 Parliament wi th the 

construction of branch lines, not so much to make profit as to provide 

a needed service. In other words Pa:z:-liament and the government as 

shareholders of the CNR have their say in such projects. Nevertheless, 

the Board still has a role in this field. It is true that Parliament 

has to approve all construction and development progr~es (exceeding 

certain specified limits) but the Board1s permission is also needed, 

especially in regard to compliance with safety regulations,technical 

standards and quali ti es of the service. 

Because of· its strict adherence to only technical and specialized 

matters relating to the railways, the Board has come to enjoy the 

confidence of both the railways and Parliament. As a result Parliament. 
1 

has steadily extended its ~uthority and discretion in railway matters. 

There has been criticisn in some circles that the Board failed to stop 

the duplication in railway services and political interference in the 

operation of the CNR. But this criticisn should be rather directed 

towards Parliament which retained control on such matters and handled 
2 

them inadequately. The Board has always relied on Parliament for 

1. A.W. Currie, Qp. Cit., P352. 
2. Ibid. P355. 
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guidance in policy matters and has tried to erif'orce and elaborate 

them wi th honesty and caution. As a re sul t i t has become more like a 

department of government than an originator of policies. Professor Currie 

thinks that with the passage of time and the growth of competitive 
1 

transportation in Canada, the Board 1-r.ill become an anachronisn. What 

is needed to enable the Board to survive as a useftù organ contributing 

to public control, is to keen its powers and functions up-to-date 

and realistic, but above all to shield i t from the political storm 
2 

centres as much as possible. 

An examination of the functions and jurisdiction of the two 

Boards of Broadcast Governors and Transport Cornmissioners reveal that 

they are more like agencies of advice than public control. As a 

general rule their main responsibility is to see that the policies laid 

down by Parliament are faithftùly executed. At times their total 

effect as instruments of public control is qui te subtle and far reaching. 

Gradually, Boards of this type have become agencies of advice and 

assistance in the formulation of policies. The main motive for creating 

1. Ibid P356. Trebing has a similar theory that an independant 
regulatory body (which is different both from the judicial 
and executivé branches of administration) tends in time to 
develop procedural uniformi~ which makes it look like a 
court. And though this appearance gives it the prestige of a 
court, "it tends to ossify regulatory techniques and patterns 
of behaviour, so that the whole machinery of regulation takes 
on an air of obsolescence as it fails to keep pace with the 
dynamic changes taking place throughout the econo:my". 

H.M. Trebing, 11What is wrong with Commission Regulationn 
in Public Utilities Fortnightly, Vol. LXV No. 16 
(May 12, !~o) P662. 

2. Currie Qe• Cit.,P358. 



the separate Board of Broadcast Governors was probably to obtain 

objective and impartial advice. Legally the licensing power still 

rests wi th the Minister of National Revenue but to all intenta and 
1 

purposes the Board exercises real control. 

Another important extra-parliamentary deviee to enforce public 

control over the public corporations is the Royal Commission of Inquiry. 

In Canada this deviee has been very extensively used both by the 

Dominion and the Provincial governments. A Royal Commission of Inquiry 

in itself representa two important elements, expertise and impartiality. 

Technically an executive instrument of creation; once established, 

it functions, supposedly, outside the gravitational pull either of 

government or the Parliament. A passage from Clokie and Robinson 

is illuminating. 

A Royal Cormnission is no subordinate part of a larger 
boqy; it is in no sense a fraction or segment of 
Parliament, Courts, Privy Council or Executive Departments. 
If a cammittee may be defined as a secondar,r organ of one 

1. The Chainnan of the Board of Broadcast Governors e:xplained to 
the Broadcasting Committee the position of the Board with 
regard to the granting of licenses. He said: 

"I think the central point which must be understood is that 
we are not a licensing boqy. Anplications on matters referred 
to in section 12, go to the Minister of Transport and no 
decision can be made on such applications until there has been 
a recommandation from the Board following a public hearing. 
Therefore applications go to the Department of Transport and 
are processed ~them in terms of technical acceptability. 
If they are found technically satisfactory, they are forwarded 
to the Board, where they are put on the agenda for the first 
possible public hearing. Then, after the public hearing is 
held, the board makes its recommandation to the Minister, at 
that point, the matter is out of our hands." 

Dr. Stewart before the S ecial Committee on Broadcastin -
Minutes 1 1, P279. See also P909~ 
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of the institutions of the state, a Royal Commission 
must be defined not as such a seconda.ry organ but as 
a prima.ry institution, though of a tempora.ry kind. In 
other words the Royal Commission is not created as a 
subordinate part of any other institution but takes 
i ts fonnal origin from the legal centre of authori ty, 
the Crown. vJhen properly consti tuted, a Commission is 
upon a formal equali ty wi th the other insti tu ti ons of 
the state, such as the Courts, Houses of Parliament, 
Privy Council, etc. 1 

Professor Lower views the Royal Commission as a useful adjunct 

in a democratie government, 1mich provides a medium of education and 
. 2 

infonnation for the people, perhaps, better than Parliament. If 

used not for the political purposes of 11witch-hunting11 or "white-

washing11 , it can contribute to good govermnent in three ways. 

Firstly it fosters what Hodgetts calls ttresponsive, responsible and 
3 

pure administration". Secondly its independent probe provides very 

wide information on a particular problem and thereby helps in the 

formulation of better policies. And lastly a Royal Commission of 
4 

Inquiry brings the public and_government closer to~ether~ 

Thus like many other administrative instruments, much of the 

usefulness of a royal commission denen~s on the motive behind its 

creation. If the narty in power is only interested in avoiding a 

public demand it may use a royal commission as a safety valve to 

drain off the pressure of public opinion. In this w::cy- many roy:al 

1. Clokie & Robinson, Royal Commission of Inquiry (1937) Pl50-151. 

2. A.R.M. Lower, "The Fowler Commission Report on Broadcasting in 
Canadart in the Proceedings I.P .A., 1957, P321. 

3. Hodgetts, "Royal Commissions of· Inquiry in Canada11 - Public 
Administration Review, Vol. IX, 1949, P22. 

4. Ibid. 
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commission reports have been quietly filed after public excitement 

was over. It is in this sense that Ottawa has been called "a graveyard 

for royal commission reports". But a government cannot easily play 

this game of turning the hose of public criticism or attention awa,y 

from itself merely qy instituting a royal commission of inquiry. 

The fact that a royal commission is conceded by the government of the 

day does not release it from the responsibility for L~lementing the 

recammendations, except at great political risk. 

The influ~nce of royal commissions on different aspects of 

Canadian administration has been significant. It is interesting 

to note that royal commissions were extensively employed in Canada 

during the neriod when she did not have a well-trained and organized 

civil service. Another reason why. the royal commission of inquiry 

is still popular i~ Canada is the. availibility of qualified and 

interested people who are willing to contribute to·better government 

through membership on one of these commissions. Over the years the 

royal commission has won both prestige and influence as an effective 

instrument not only for policy formulation but for creating·or 

reviving public interest in particular problems. Even in Great 

Bri tain where the ci vil service was perfected very early, the royal 

commission has not fallen into total disuse. Quite the contrary, for 

in some circles there has been an increased dernand tha,t the affairs 

of a public corporation can only be effectively and beneficially 

investigated by an independent commission of enquiry. For example, 

Lord Reith in his evidence before the Select Cammittee on Nationalised 

Industries (appointed to report and recommend the ways Parliament is 

Bo 



and should be informed about nationalised industries), expressed 

his nreference for a royal commission of inquiry over a parliamentary 

committee. A royal commission·is believed ta be able ta reach 11 a 

more satisfacto~J solution and provide constructive proposals on the 

ba.sis of much more carBflù study and far-rea.ching objective inquiry 
1 

than the complex and important issues involved would usually receive11 • 

The i."Tmortant question from the stand:point of the present study 

is how a royal commission fits into the channel of public a.ccountability. 

The main point ta be borne in mind about the nature of accountability 

is that i t is the ascertainine of the fa.ct th at a business or a 

service is managed, in the best interests of those who own it. This job 

is remarkably i·:rell done by the royal commission 1-1hich throws. a 

1. 11 The Management of Public Corporation" - editorial article in 
Nature, Vol. clxxiii (1954) P4?R. See also Yorkshire Bulletin, 
1954, Hanson 1s article on Parliament and Nationalised Industries. 

Speaking during the Debates on the C.B.C. èstimates, Mr. Caron, 
stated why the C.B.C. had a oreference for a royal commission or 
inquiry rather than an investigation of a committee of the House: 

If They know that bef ore one or three judges, they would be 
ler:;ally l)rotected af"ainst q_uestions which should not be asked. 
C.B.C. a.uthorities know very well that the members of the 
commission would have to abide by the rules of evidence, and 
such is not the case of a committee of the House, Where 
everyone bickers.u 

11 A royal commission would make a legal stuctv, well designed 
and well-organized, and I am convinced that C.B.C. authorities, 
eapecially the leaders, having done their best and having 
therefore nothing to fear, ioJould unhesitatingly ~prove the 
establishment of a royal commission that ïorouid analyse, not sa 
mu ch the accusations, but the innuendos made by certain members 
on the govemment side". Debates, (1960), P6oo7. 
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searchlight on the true facts and nresents an objective analysis ~ 

the whole operation. In the fields of the railways and broadcasting 

a royal commission of inquiry has generally provided the basis for all 

major changes in their structures and control, and Parliament has been 

very careful in :iJnplementing or amending the reconnnended courses. A 

royal commission when entrusted liith the task of investigating ~ 

partimùar industry does not usually confine i tself to merely the 

internal administrative aspects; these form part or its terms of 

reference but generally it is also asked to comment on more subtle 

minister-board ~lationshins, and this can be quite revealing. The 

manap.ement on i ts part is kept wi thin oroper bounds by the apprehension 

of bein~ exposed before a sharp-eyed royal commission which as a matter 

of normal course carries no political overtones or malice in its 

a:poroach. Increasingly the royal commission of inquiry has come to 

be regarded more as an extraordinary deviee in public accountability 

than of old. This has been the direct result of the increasing use 

of Committee investigations which are now more analytical in their 

approach. But a royal commission continues to create fear and caution 

among both boards of the corporations and political pressure groups 

which otherwise would tend to undermine the basic business freedam 

inherent in a public corporation system of management. 

However, despite the foregoing one must not forget that there is a 

limi t upto which the board of a public corporation can take the 

searchlight of inquiry and inquisitive r~s either.of a royal commission 

or of a parliamentary committee. This fact was amoly demonstrated 

by the following statement of the president of the CBC before the 
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Special Oommi ttee on Broadcasting 1961, when he said: 

In our opinion, to add. in the near future another major 
inquiry on top of those we have had in recent times would 
decrease our efficiency rather than add to it. Inquiries 
and reorganisations are very much like surgical operations. 
There is a limit to how many any given patient can stand 
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in arry given time. We have had the 1959 parliamentary conttnittee, 
and a major reorganisation was initiated in October, 1959, as 
suggested by the parliamentary committee of 1959. This organisation 
has not had time to jell completely, yet. We have had this 
parliamentary committee, and we are just starting with the 
Glassco commission ••• Mind you, inquiries and consultants cost 
a great deal of money, and what is for us more serious, 
while the whole top executive level of the corporation is 
tied up for weeks or for months during a major examination 
of i ts efficiency, the same executives are obviously not 
able to give their beat attention to their primary job, which 
is that of providing the best possible national service. 1 

Later during the same committee investigation Mr. Ouimet made 

his position clear in that his corporation was not to be understood 

as being averse to such inquiries, but rather that the OBO would 

faveur a "comprehensive" and analytical study of the rèsults of the 

reorganisation, which were then in the process of being launched; 

after a period of time had elapsed the affects on the general field of 
2 

broadcasting should then be examined. 

In conclusion it m~ be stated that these two extra-parliamentary 

instruments of public accountability, the Regulatory Boards and the 

Royal Commissions of Inquiry, do help in certain ways, to detennine 

whether certain objectives laid down by Parliament are met wi th 

a reasonable degree of success. It is true that occasional objections 

and doubts have been raised about their effectiveness, but no one hâ:s as 

yet round a suitable alternative. 

1. Minutes of Special Committee on Broadcasting 1961, P792. 

2. ~· P793. 



CHAPTER IV 

GOVERNMENT AND THE PUBLIC CORPORATIONS 

The government through_ its ministers constitutes the most active 

instrument of public control and accountability of the public enterprise. 

De spi te the corporate fo:rm of management which bas been adopted both in 

Canada and Great Britain to permit the public enterprise to function as 

efficiently and as independently as the private business, the essential 

element of ministeriel responsibility has not been sacrificed. As 

Professor A.H. Hanson commenta: 

The new public corporation 1 s undoubted advantages over 
the old government departments - i ts freedom from tradi tional 
Civil Service organisation, procedure, records and outlook -
are not entirely, or perhaps even mainly, a function of the 
comparative immunity from ministerial interference that it 
possesses. 'l'bose characteristics of the Civil Service which 
it attempts to avoid are not exclusively the product of 
ministerial responsibility; to some extent they are a legacy 
from a more leisurely aee, when the functions of government 
were less complex and extensive. They reflect the tendency of 
any well-established organisation, immune from the competitive 
struggle for existence, to perpetuate routines that have proved 
not unsatisfactory in the past. It was partly to avoid this 
legacy that a novel type of organisation, the public corporation, 
was introduced. But one may at least express legitimate doubt 
whether the limitation of ministerial responsibili ty was or 
is, a necessary and desirable feature of this new order.i 

The above quotation indieates that the immunity from ministerial 

control or responsibility of the public corporation is not an indispensible 

necessity for an efficient business manapement. As such the government•s 

role as an active agent or public control is in no wa.y minimised in 

importance. As a matter of fact bath in Canada and the United Kingdom 

the public corporations do feel ministerial influence not in the sense 

1. "Parliamentary Questions on the Nationalised Industries" Public 
Administration,XXIX 1951, P6u. 



85 

of politica.l pressure but as an inevitable consequence of the administrative 

set-up in a parliamentary government. The Cabinet which consista of 

ministers has been referred to as "the steering wheel of the ship of 

the staten and the 11keystone of the politica.l archn. The public 

corporation is one of the sailors on that ship or comprises one of the 

stones of the political arch and as auch cannot remain totall1 unaffected 

by a change in the government' s policies or personnel• So long as the 

sailor is on the ship he goes where the ship goes; of course he can 

claim and does enjoy freedom to move about on board but only in so far 

as he does not endanger the ship as a whole. 

Both British and Canadian statutes mention the ministers as an 

indisoensible link in the chain of command and a.ccountabili ty. In fact 

the Financial Administration Act 1951 (Canada.) defines a crown corporation 

as a body which is ultimately responsible to Parliament through the 

minister for the conduct of its affaira. The existence of the minister 

as an important channel of accountabili ty vis-a-vis the public 

corporation reduces its resemblance to a private business considerably. 

In a private business there are only two parties - shareholders and 

managers - in the public en ti ty the managers have a single personali ty 

but the owners a split personality. Instead of one owner, two controlling 

figures emerge - governrnent and Parliament. It is true that in the last 

analysis both the government and Parliament converge at one point w.i th 

one purpose as the instrument of public control; yet in the day-to-da;r 

operation the working relationship between the board of a public 

corporation and the government stands on a different basis than that 

between the board and Parliament. This ohapter will attempt to describe 

that relationship between the board of a corporation and the government 

as symbolised by the cabinet and the ministers. 



Before discussing any further this set of relationships it seems 

necessary to recall the threefold classification set forth in an earlier 

chapter dealing w.i. th the form of management. In that chapter we noted 

that all the Canadian public corporations do not have the same status. 
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The most administratively independant corporations are what the Financial 

Administration Act calls 11proprietary corporations" or commercial 

corporations which are expected to meet their expanses from their own 

revenues. Others which are largely created for administrative convenience 

and circumstantial expediency do not possess the same degree of business 

freedom as inheres in the public corporation. Since the present stuqy 

is mainly concerned with the proprietary type of corporation the details 

of the other types will be dispensed with. But in spite of this fact 

that the public corporation enjoys greater administrative and managerial 

freedom than the regular government departments, the princip le of 

ministerial responsibility and control on all matters of general import 

is never lost sight of. True, ministerial responsibility vis-a-vis a 

public corporation is considerably reduced, but it is never totally 

abandoned. The principle of ministerial responsibility implies that a 

minister has to accept responsibili ty for whatever is done in his 

department either with or without his knowledge and approval. This 

theory rests on the understanding that in all matters a minister has 

full power to intervene or direct. However the adoption of the corporate 

form of management in the public enterprise reduces the field of 

ministerial interference and direction and hence theoretically the 

minister should not be held resoonsible for matters over Which he has 

limited control. This is a matter of declared principle. But it is 

this division of the field of responsibility and authority which · 



has caused so muèh controversy. The members of the Parliament and of 

the public while on the one hand agreeing wi th the princip le of 

corporate autonomy, on the other seem to expect the sam.e pattern of 

ministerial responsibili ty to be enforced vis-a-vis a public corporation 

as in the case of the regular governmental departments. Mr. Balls 

has compared the "Ç)attern of relationship between the minister and his 

department to that of "mastern and 11 servant", while his relationship 

w:i th the board of a corporation is more like that of 11principal11 and 
1 

"agent11 • 

In view of the confusion that exists in the minds of ma.11y people 

as to the exact relationship between the government and the management 

of a public corporation it seems necessary to discuss the powers of the 

minister wi th regard to the public corporation. On several occasions 

the minister-board relationship bas been compared with the shareholder-

manager in a private corporation. But this is not an entirely correct 

understanding of the working relationship between the minister and the 

board. Ministerial control over a public corporation does not so much 

originate from the shareholder-manager concept as from the cardinal 

principle of responsible goverrnnent. It is true that in many instances, 

especially in Canada, where the public enterprise is run on the lines of 

a private corporation the law provides that the functions of the 
2 

shareholder are to be discharged by the governor-in-council. 

1. H.R. Balla, 11Financial Control and Accountability of Canadian Crown 
Corporations11 , Public Administration, XXXI 1953, Pl31. 

2. The Canadian National Railways Act 1955, Section 12 for examnle 
declares: 11Wherever under the provisions of the Railways Act, or 
~ other statute or law, the approval, sanction, or confirmation 
by shareholders is required with resnect to any company comprised 
in Canadian National Rail ways su ch approval, etc. may be gi ven by 
the Govemor-in-Council". Statutes of Canada, 1955, Vol. 3-4, 
Eliz. 2, Chap. 29. 
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Nevertheless this declaration in the statutes does not in ~ay imply 

that this is the only basis of ministerial contro:J. over the public 

corporations. This arrangement has been worked 6ut more as a business 

convenience and a technical expediency than on other grounds. In re ali ty 

a minister 1s stake in a public business is very different from that of a 

private shareholder. First of all he does not have any personal financial 

interest and secondly his main interest is not in the operation bringirig 

economie :returns but political dividends. This clearly illustrates that 

the minister-board relationship stands on a different plane from that of 

the shareholder-director or the minister-civil servant. The minister is 

responsible for those matters left by law to his domain not because he 

owns the business but because he forms one of the channels of public 

accountability and is an instru':ment of public control. 

To return to the question of the nature and extent of ministerial 

powers vis-a-vis the public corporation one might broadly classi.fy 

them as specifie and general povrers. The incorporating acts of those 

corporations like the CBC and CNR deal with ministerial powers in matters 

such as the appointment and removal of the board of a corporation, 

endorsing or communicating the budget or development programmes of a 

corporation and so on. l'le will discuss them all here one by one. 

Probably the most important power is the ministerial control over 

the appointment and removal of board members. In Canada generally the 

appointing authori ty rests wi th the governor-in-council. The Board 

of Directors of both the CBC and the CNR is appointed by an order-in-council 

which is a political act. The Dra;vton-Acworth report had, in order to 

ensure non-partisan appointments, recommended that the trustees of the 

CNR be independant and self-perpetuating in their office. However, as 
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was mentioned in an earlier chapter of' this work, the government did not 

acceot the recommendations of' the Drayton-Acworth Report on the method 

of' appointment to the CNR board. Since then suspicion has been almost 

continuons that these appointments to the directorate of' the CNR are used 

by the narty in power to share the spoils of' vic tory. Also i t has be en 

suspected that the authority for a~ointing i.e. the Minister concerned, 

has used this power to carry ont his own plans, for instance in the case 

of the Canadian National. In an editorial an imnortant Cana.dian Magazine 

accused the Railway Minister of reducing the board of the c~m to the 

status of henchmen who had, it was claimed, submitted to the minister 1s 
1 

ivhim. of' destroying the efficiency of' the mm. 

Despite the fact that successive governments have vehemently 

refuted charges of poli tical influence in the se appointments, the 

suspicion has continued. During the last session of the House, the 

opposition was heard accusing the Diefenbaker Govern.'Tlent of planning 

to crowd the CNR directorate Hith defeated members of the Pro~essive 

Conservative Party. Mr. Pickersgill went so f'ar as to say that the 

reason >-Thy. the government at this stage i·mnted to increase the size of 

the CNR directorate from seven to tvrelve was to provide a few more defeated 
'2 

Progressive Conservatives -vr.ith sa.tis.factoT""" jobs. Against this the 

1. The Canadian Forum, XII, 1931-32, Phlt). The article substantiates 
its accusation by citing the example of' the abandonment of a C.N.R. 
transcontinental service (supposedly carried out under ministerial 
:oressure), and 'tvhichhas given a competitive advantage to the C.P.R. 
which continued to use its transcontinental service. 

2. Debates, (l960~6l),P49)4.In the same debate a government supporter 
hit back at the opposition that during its term of office the 
Liberal Party had filled the various boards of public coroorations 
1d th 1-rhat he called 11Liberal dead-heels11 • 



Transport Minister not surprisingly claim.ed th at: 

This government bas appointed sorne very excellent 
public SP-rvants to that board of directors, and will 
continue to do so. As I have said earlier, the 
government intends that directors on the board of the 
Oanadian National Railwa:ys shall be first Canadians, 
second, good businessmen; and finally, individuals who 
have at he art the good of this country as w·ell as the 
welfare of the Canadian Nationay Raihrays, to which 
board they have been appointed. 

Ho1-rever, this ministerial rejection of the charges, thouph 1-rell 

intentioned, bas not entirely removed the doubts lurking in the minds 

of the public and the narliamentarians. Perha:os, Mr. More was nearer 

to the truth when he frankly admitted that the political attitude of 

a candidate should eonstitute one of the factors to be taken into 

consideration in his appointment to the board of directors of a 

corporation. He said: 

I cannet conceive of a government whieh is responsible 
for aupointment and finds a competent man who is 
friendly to that government, and can be depended upon, 
that would not appoint that man. Certainly, I believe 
such an appointment would be (sic) fitting recognition. 
I have no hesitatio:r). in admitting (sic) this shoul.d be a 
consideration in every aupointment when a government bas 
to depend on these people to carry out their duties in 
a manner that will redound to the credit of the government.2 

There is no d.oubt of the fact that the government can and does 

influence the management of a corporation through its p01-1er of 

appointment and removal. The incorporating acts generally give the 

minister concerned extensive pow~r of appointments to the boards of a 

1. ~·, P5163. 

2. Ibid., P5176. 



1 
public corporation. At times som.e acts specify special quali ties and 

training the m.inister should consider in mald.ng an appointment. This 

is quite common in Britain. In Canada however no such legal restriction 

or condition exists except perhaps in the case of the Bank of Canada and 

the CBC, where the relevant acts state that members appointed to the 

respective boards of these corporations should not have arry financial or 

proprietary interests in banking or broadcasting directly or indirectly. 

Aside from this the governor-in-council in the case of Canada can name 

anyone as a director of the CNR or CBC. This practice of vesting 

appointive power in the governor-in-council instead of in an individual 

m.inister is due to the fact that Canada has defined geographical regions, 

and in such a case the cabinet with its carefully balanced regional 

·' 
representation exercises the veto power over the decisions of a single 

2 
minister. In actual practice, however, it still remains the job of the 

Minister of Transport or Minister of National Revenue to select men for 

the boards of the CBC and CNR. The same is true of other corporations. 

Canada offers another contrast to British practice in the tenure 

of the boards of public corporations. In Britain the statutes, apart 

from laying dmm certain general directives a minister should follow 

(special qualifications, training or experience), leave the terms of 

office and tenure of service in the m.inisterial domain. The minister 

1. The ministerial control of the appointment and removal of the 
board of a public corporation puts the government in a strong 
position in its relationship with the board. Same students 
in this field have expressed a doubt whether such extensive 
control leaves the management in an independant position where 
they can frankly express their own understanding of the problems 
facing the corporation. 

See A.H. Hansom 11Report on Reports" Public Administràtion, XXX 
1952, Pl22. 

2. J .E. Hodgetts, 11The Public Corporation in Canada", Public 
Administration XXVIII (Winter 1950), P286. 
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in each case has to settle or 1~ down the terms of contract for the 

board of a corporation. But once the ter.ms have been agreed upon he 

is not at liberty to ignore or go against them. In Canada generally 

the incorporating statutes 1~ down the tenure of office of the members 

of the boards and also explain the procedure for their removal from 

office. 

The management ,of a public corporation in Canada is subject to 

considerable financial control from the government - a factor missing 

from private enter6rise. Some of these governmental controls are the 

automatic result of a responsible parliamentary system. Parliament has 

failed to keep pace with the expanding area of state activities and 

increasing public expenditures with the result that it has come to 

rely more and more on governmental leadership to enforce its control 
1 

on all aspects of administration. 

The adoption of the corporate form of management has reduced the 

ministerial control of the board, but in no way haa it meant· the 

breaking of links between board and government. In fact the boards 

themselves have needed this ministerial link more badly than the 

government in order to bridge the gulf between Parliament and the 

corooration. And there could be no better representative in the House 

for a board requesting a public subsidf than the apprapriate minister. 

Aside :from the inevitable need :for the boards of some corporations 

to appeal to Parliament for grants, various statutes testify to the 

indispensibility of the ministerial link. For example both the CBC and 

1. Norman Ward: The Public Purse: A Stuc!y in Canadian DEI!locracy 
University of Toronto Press (1962) P247-lîB. 
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the CNR are required to present their annual reports before Parliament 

through the respective Ministers. Also the Canadian National is obliged 

to present an annual generaL (capital) budget to Parliament through the 

Minister of Transport, who together with the Minister of Finance must 

present it before the governor-in-council for formal endorsement before 

it is tabled in Parliament. It is unrealistic to say that this process 

of formal endorsement and approval by the two Ministers as well as the 

Cabinet would be merely a rubber stamp. Though in a technical sense the 

government or the Ministers have no power to change the estimates 

submitted by the CNR board, however, they can put their fingers on the 

capital budget and say it is too rouch. Such objections generally relate 

to the overall budget not to one particular item in it. In all such 

instances of governmental objections to a capital budget, the president 

of the CNR would take the said budget to his board of directors, and in 

all likelihood the board will agree to a few trimmings. However, as 

Mr. Gordon told the Sessional Committee on Railways (1961), the 
1 

board is not obliged to agree with the government 1s objections. 

For the CBC the relevant statute provides that the corporation 

should present througb the Minister (National Revenue) both a capital 

budget Emd an operating budget annually to Parliament. Thus one might 
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say that CBC officials feel governmental control somewhat oppressively. 

Normally the two budgets, before being formally presented for governmental 

endorsement, are discussed by the officials of the Treasury Board and the 

CBC. Again such objections as the Treasury Board may make are not 

binding on the CBC. 2 However, the board of directors of the CBC will tr.r 

1. Minutes of Proceedings and Evidence P389-90. 

2. Cf. Proceedings and Evidence Special Committee on Broadcasting 1961, 
P261. 



to adjust its demands in the light of the objections from officials of 

the Treasury Board. In fact the Treasury Board is an instrument of 

careful analysis of the various estimates and has more of an advisory 

role in the government than that of the final stam~ of a~proval for all 

ldnds of estimates. This applies to the regular denartmental estimates 

as è·Tell, and the minister 1v-hose department 1 s estimates have been eut 

~r the Treasury has the right to take the matter before a full cabinet 

for reconsideration. It is, however, very unlikely that a minister 

would an~eal to his colleagues unless it is a really drastic eut and 

mip,ht unduly hamper the functioning of the de~artment. In any event 

in the case of a eut in the CBC budget the corporation will have to 

convince the minister in charge that the original estimates are the 

absolute minimum and that any change in them will serio~sly effect the 

corooration. In other words, the CBC in order to get its unaltered 

budget a1jproved by the governor-in-council, has to rely heavily on the 

M:inister of National Revenue as its spokesrnan both in the cabinet 

meetinP:s and in Parliatnent. This arrangement obviously i.rrll)inges on the 

independance of the CBC. S-oeaking in Commi ttee of Sunnly during a 

consideration of the CBC estimates, Mr. Pickersgill pointed out the 

danp.:ers and defects of this arrangement. He said: 

The ide a vras that there should be a fixed income, an 
income not under the control or· the government of the 
day though ultimately, of course, under the control of 
parliament Qy statute, to be settled here in the open 
Qy parliament and not beh:ind the closed doors of the 
treasury board; settled in the open in parliament so the 
corporation would know what its income was, that it would 
not get any more if it pleased the government and it would 
not get any less if it displeased the govern~ent. That :is 
the only safe way to have public broadcast:ing, because 
this could be a very dangerous instrument of tyranny indeed 
in the hands of certain people .1 . 

1. Debates, (1960) P5976. See also P6202-03. 
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It is not only in the endorsement and presentation of the budgets 

of the CBC and the CNR that the respective managements are under 

governmental control. They are also subject to other forms of control; 

for examule section 30 of the Broadcasting Act 1958 obliges the CBC 

to obtain approval from the governor-in-council for the acquisition or 

rental of real estate property where the value exceeds one hundred 

thousand dollars. However, the corporation is not required to obtain an 
1 

order-in-council for any rentals of services. The management of the 

CNR has also felt the necessity of obtaining the formal approval of 

the government for the disposai of a considerable part of its real 

estate property. This practice was explained by Mr. Gordon when asked 

if the CNR would seek government 1 s approval if i t wanted to sell a 

particular hotel or such other valuable property. He said that 

it would depend on the size of it. (property). If we 
follow the general rule, as it is followed in a 
private company, if the assets in question represent 
perhaps the majority of the prol)erty of the company, 
the general rUle is that it requires the shareholder 1s 
approval. Now, this shareholder 1s approval as it 
affects the Canadian National Railways means an 
order-in-council. 2 

The Canaqian National has also to seek governmental authorisation 

for all the corporation 1s plans to sell securities on the market at a 
3 

rate of interest to be determined by the governor-in-council. And in 

95 

all branch line constrUction the corporation in addition to being subject 

to uarliamentary authorisation, has to obtain the Minister of Transport's 

1. S9ecial Connnittee on Broadcasting 1961. P25o. 

2. Sessional Committee on Railways, etc. 1959, P198. 

3. Cf. Statutes of Canada, 1955 Oha.p. 29 Sec. 31. Also CNR Financing 
and Guarantee Act of 1961 Sec. 4 (1). 



1 
instructions as to where the construction should take place. In a 

word governmental control over the finances and the developmental 

programmes of the CBC and CNR approaches the limits where one could say 

that there two bodies cease to be public corporations. 

Probably the most extensive financial provisions for Canadian 

public corporations are set oùt in the Financial Administration Act, 

1951. Although the Act declares that in cases of disagreement between 

its provisions and those of earlier incorporation acts the latter shall 

have precedence, nonetheless its sections open up new frontiers in 

financial control and public accountability. It gives the Minister of 

Finance and the Minister in charge of the corporation power to direct a 

corporation as to the way i ts surplus should be deal t wi th, the name 

of the banks in which a corporation could keep its accounts, the form and 

content of audit and the preparation of books. 

Another significant soecific power enjoyed Qy the minister is 

his authority to demand clarification and information from the board 

of a public corporation. A minister is in his right to seek arry information 

on matters which aupear to him to be coming within his domain. As a 

matter of agreed principle he will not seek information on such matters 

as deal with the administrative and managerial details of a corporation. 

Hansard is full of such questions, answers to which have been refused by 

the minister on the grounds that they touched upon matters in this area. 

But there is nothing to prevent a curious minister fran obtaining 

information infor.mally from a corporation on matters which are clearly not 

1. The Canadian National Railways Act (1955) also stipulates that 
where a proposed extension of track is less than six miles in 
length, the company is required to seek authori ty from the 
governor-in-council. 
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his concern; and with the increasing public criticism of the operation 

of public ownership beth in Canada and Great Bri tain, the boards of 

the public corporations have tended more and more to discuss and 
1 

divulge administrative problems with the ministers concerned. Bu.t 

ministers in general do not like to be pushed into a situation where they 

could be exposed as being toc meddJ.esome in the corporate management; 

moreover, any ministerial initiative even in the form of advice to the 

board involves direct responsibility. The minister as a matter of 

instinct seems to be averse to accepting any responsibility for such 

consultations with the board of a public corporation. 

Seme ambiguity arises in the case of a corporation which is to 

report not to the minister but through him to Parliament. In other 

words the role of the minister becomes similar to that of a messenger 

boy. This is qui te comm.on in Canada where a few of the governing Acts 

say that the corporations shall report to Parliament through the 

minister concerned. It was under this impression of being an agent 

that the Minister of National Revenue once disclaimed his responsibilit,r 

for the CBC operations. He accepted his statua as nothing more th an 
2 

that of an agent to cammunicate the report of the CBC to Parliament. 

1. It was alleged, for example, in 1944 that the Minister of 
National War Services {responsible for CBC) had indu.lged in 
!)Olitical interference in the programming of the CBC. This 
interference was not èom.mi tted on the mini ster 1 s initiative 
for the Assistant General Manager of the corporation had gone 
to the minister to seek his advice on a series of nolitical 
broadcasts. What was objected to was that the minister should 
have given his views to the Assistant Manager, instead of 
directing him to consult the board of the Governors of the 
CBC. Debates (1944) P874. 

2. Debates (1955) Pl8o3. 



A similar theory was propounded by another member of Parliament five 

years later that 

the CBC is not an institution of governrnent. The CBC 
is an institution of parli.ament and is responsible 
to this barliament rather than to the government of the 
day. It- is only as a convenience and only for the sake 
of reporting that a minister of the government is the 
spokesman for the CBC, When it is obliged annually to 
anpear before this House of Commons. 1 

But it sounds very unrealistic to see how the Minister of National 

Revenue having so much control on the financial and other aspects of 

the CBC can content himself with the role of a messenger boy. As to the 

form and content of the actual reports of a corporation, Canada has 

often chosen to spell them out through parliamentary enactment. For 

example the Canadian National - Canadian Pacifie Act lays down the 

nature of the Canadian National Railways annual report which is to be 
2 

laid before the House. This however does not preclude the Transport 

Minister from seeking further ·information from the CThlR; in fact the 

relevant statu te empol-rers him "to appoint or direct any person to enquire 

into and report upon any matters or things, relating to or affecting 
3 

National Railways or their works and undertakings • • • n 

In short the ministerial right to seek further information is in 

no way effected either by the fact that the manifest content of a 

governing Act reduces i t to a fonnal link between the corporation and 

Parliament or re duces i t by determining the form and content of the 

information to be presented to Parliament. 

1. Debates (1960) P6209. 

2. Revised Statutes of Canada 1952 Chap. 39 Sec. 14 (1) and Sec. 15. 
A similar reference as to the nature of report can be found in 
Canadian National Railwa;v: Ac"f1 1955 Sec. 39 (2) (a) to (f). 

3. Canada, Statutes 1955, Chap. 29 Sec. 45. 



As regards the general powers of ministers over the public 

corporation there has not been much development in this respect in 

Canada. The general powers category includes the right of the a:ppropriate 

minister to issue any type of directions which are not covered by the 

specifie power clause. This general direction clause has largely been 

discussed, debated, and applied in Brltain. It seems necessary to 

digress for a moment from the Canadian scene and dilate on the British 

public coroorations. 

Those who favoured public ownership with a management run on 

private lines were aware of the tact that public business, thougb:. 

insulated from undue and harmful political pressures, could not be 

indifferent to national policies and interests. Once it was admitted 

that a public corporation was not an end in itself, it was natural to 

make it instrumental in serving the desired end of the general welfare. 

The history of the growth of public ownership and public corporations 

in Britain shows that in the early stages the.y were not a welcome choice. 

Those who s.ympatbi~edwith the idea were impatient to see it realized, 
1 

but those who were against it did not want to change their attitude. 

Like all other men with new theories the supporters of public ownership 

were prepared, to wait for some time. In the chapter dealing with the 

management of public enterprise i t was pointed out that the public 

corporation form of management was a compromise between two opposing 

forces in Britain. Gradually one of these forces gained strength and 

1. The supporters of public ownership demanded greater public control. 
They were suspicious that müess public ownership was under greater 
public control much of the benefi ts of i t would be nullified. 
Those who gave into the idea of public ownership in those areas 
1..rhich were almost impossible to keep under private enterprlse, 
were anxious to retain seme characteristics of private enterprise 
in public ownership. Public corporations as we have seen in an 
earlier cha:pter offered a compromise between these two views. 
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by the end of the la.st wa.r it became evident a.t lea.st in Brita.in, tha.t 

the future course lay with the public enterprise. Naturally the 

demand to convert this compromise arrangement into a. positive instrument 

of social and economie reconstruction and development became more and 

more pronounced. In addition this rupture with the past was effected not 

solely because of the needs of the hour but had considerable partisan 

force and ideological overtonea behind it. The British Labour Party 

which was for the first time voted into office (with a majority 

government) was connni tted to gradually tranaforming Great Bri tain into 

a socialized econo~. What caused this sudden change or switch in 

British opinion is outside the scope of the present study. Oonsequently 

all the subsequent nationalization was effected not so mnch by force 

of circumatances or expediency but on the basis of ideology. The public 

corporation instead of being an uneas.y compromise between two forces 

as in Canada, became an active instrument of a socialist minded Party. 

This obviously meant more political control {not political interference) 

of the corporate management. This shift from an independant public 

cornoration to 11 strong minister type" was criticised by the Oonservative 

Party which was opposed to the idea of public ownership on principle. 

It criticised the new move as creating or leading once again to all 

those bureaucratie controls which the adoption of the public corporation 
1 

bad been intended to avoid. 

This amphasis on service rather than efficiency {in the business 

sense) implied that a public corporation had to take note of the public 

1. F .A. Milligan, Canadian Journal of Economies and Political 
Science, 1951, P. 168. 



interest rather than that of economie interest. Quite naturally this 

gave the government greater hold over the operation of a state-owned 

enternrise. The distinction between "matters of policy11 and "matters 

of administration" did not remain so cle.ar and defineable and this new 

development greatly increased the scope of ministerial discretion and 

responsibility, mainly because of the t1fo variables - generality of 
1 

directions and involvement of the national interest. A ministerial 

direction could be issued to arr:y public corporation on arr:y matter at 

an:v time if the minister felt it necessary and in the general m.tb1ic 

interest. This sounds very autocratie but actually i t put too much 

resoonsibility on the minister who.coUld be criticised both for 

exercise or non-exercise of his power. Parliament for its part was 

careful, while conferring this extensive power on the minister, to 

ensure that no abuse of power occurred; consequently all the British 

nationalisation Acts passed during this neriod nrovide that any direction 

given to the board of any oublie cornoration sh,ould be published along 

i•r.L th the full annual reports of the corporation. But Parlia'll.ent seemed 

to be naive in expecting onen dealings between ministers and boards, 

for the ministers almost instinctively demonstrated an extreme hesitancy 

101 

about infom.ing Parliament of ever;;r detail of the administration. rtradually 

they have come to exercise their influence behind the sc0nes and through 

l'lhat Hr. Davis calls 11 influencing the board members at lunch tables 
? 

r!"lther than thronrrh the mail box11 • 

1. Eldon J. Johnson, 11The Accountability of British Nationalized 
Industries", Amcrican Political Science Review, Vol. XVIII 1954, 
P36? •. 

2. Cf. bis essay in 11Problem of r!ationalized Industries" (ed) 
W.A. Robson (London) 1952. 



While tlùs aberration seems to violate the cardinal principle of 

responsible gove:rnm.ent, in actual fact i t aclùeved the desired end of 

the national welfare without strictly violating the statutory conditions. 

Those who criticise this extra-legal growth in the minister-board 

relationship seem to forget that the British s,ystem of parliamentary 

government does not operate exclusively on written and rigid laws of the 

realm, but also and mainly through that nebulous set of practices called 

convention. Therefore this. new trend in the pattern of relationship 

between the government and the boards of the public corooration reflects 

the same British attitude of stressing persuasion and discussion rather 

than clear eut direction and dictation. It also rather surprisingly 

secures for the management of the corporation the privacy and political 

isolation so essential for an efficient business management. 
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The boards on their part have tended to take any express ministerial 

directive as a reflection on their efficiency and integrity. As a 

consequence they have very frequently acquiesced to this allegedly 

behind the scenes ministerial intervention. This attitude does not 

represent a general mood but the consciousness on their part that after 

all a minister holds a mandate from the people and as such is to be 

accorded a respectful hearing. Ir the board changes its earlier decision 

because of persuasion by a minister i t means that he had a sufficiently 

convincing argument wlùch quite likely had escaned its notice. In a case 

where ministerial intervention or a request appears to the management as 

economically unsafe, it is entitled to press for an express directive. 

In that case the responsibility for the resulta is shifted to the minister. 

There have been cases where the board of a public corporation has shown 

docility by acquiescing to unreasonable ministerial pressures on matters 



outside his jurisdietion. The responsibility for those actions 
1 

obviously re sts wi th the board i tself. 

Sometimes it is argued that if a publie corporation is asked to 

provide a service at an uneconomical rate the difference should be 

made up by a publie subsidy. It is hard to expect, they argue, from 

a commercial concern commercial suecess by asking it to follow non-

commercial requests or policies. Mr. Morrison has a strong point aga.inst 

this argument when he says that even private enterprise must now concede 
2 

to the national interest without asking for a subsidy. But the real 

difficulty is that whereas there has been a pressing demand on private 

enterprise to take the national interest into account, it oddly demands 

commercial instincts from a public enterprise which should, as a matter 

of principle, be devoted to the national interest. In aetual operation, 

be it in public enterprise or private enterprise, national considerations 

have an increasing say in the determination of general management 

policies. 

By nature the term "national interest11 is a vague expression and 

cannat be as definitive as economie principles. In spite of the 

nebulosity of this exoression it does have greater weight than economie 

considerations. In. su ch a situation the minister has considerably more 

hold over the management of a publie corporation than the rigid theory 

of the public corporation would allow. Also it is quite likely that 

1. See Miles Beevor, 11The Public Aecountabili ty of the Commission tt, 
British Tran~ort Review, I, (Dec. 1950), Pl50. 

2. H. Morrison, 11Public Control of Socialised Industries", 
Public Administration, XXVII (1950), P4-5. 
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the ministerial concept of national interest may have political 

colouring or nrejudice. But as Professer Robson theorises: 

There is nevertheless, a hard core of truth in the 
assertion that that most elusive, nebulous, and 
frequently absurd concept 11 the national interest" may 
sometimes point in a different direction from that 
indicated by the needs of a public corporation considered 
in isolation. Hence in the last resort the minister must 
be able to override the board. 1 

At another place he writes: 

In managing priees in a basic industry consideration 
should be given not only to the solvencr,y of the 
undertaking but also to the repurcussions of priees on 
the economy as a whole and to wider issues of public 
policy. The national interest mqy play a considerable 
part in the decision, and the ministers are better 
judges of the national interest as a whole than the 
board of a public corporation. 2 

Another question which cames up is how this general power of 

ministers is to be exercised. The fact that the corporate form of 

management visualizes a twofold division of activities into policy 

and administration leaves the minister out of touch vdth much of the 

actual operation of a state-owned business. How then can a minister 

successfully intervene in the national interest and what should lead him 

to do so? It must be admitted that this is a difficult question to 

answer. In this case the minister cannot very usefully utilise the 

specialised services of his denartment, for the corporation has very 

little or no contact with the department. This perhaps may account for 
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the growing consultation between the minister and the board on an informal 

basis. Such consultations give the minister a chance to be briefed about 
1 

what is going on within a public corooration. The corporation on its 

1. Nationalised Industry and Public Ownership, Pl58. 

2. Ibid., Pl57. See also Keyes essay, loc. cit., P4o. 
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part is told of the vi.ews and reactions of the people towards its 

policies and to the management through these infonnal ministerial chats. 

'l'hus a minister will think ·or actual intervention only when he is 

sufficiently satisfied that such an action is justified and politically 

safe. In other words a healthy ministerial intervention either through 

informal consultation and persuasion or formal direction demands prior 

consultation with the boards not only at the time of the actual ministerial 
1 

directive but constantly. 

Coming back to the Canadian scene there has not ~en much discussion 

on the general powers clause but the problem of consultation and 

intervention is present here as well. The ministers concerned do not 

have the power to issue general directions to the CNR and the CBC on 

matters appearing to them to be of national interest. And yet the 

minister 1 s role in the actual formulation of the policies of these bodies 

is far from insignificant. The difference is caused much more l;>ecause 

of the existence of two specialised bodies, the Board of Broadcast 

Governors and the Board of Transport Commissioners which are the main 

instruments of policy articulation if not formulation as far as broadcasting 

and the railways are concerned. An ambitions and energetic minister can, 

if he likes, use his authority to influence the management of a 

corporation. Much depends, however, on the personality of the minister 

and of the head of the corporation. There is, however, a limit to which 

such ministerial pressures can be pushed - the point of diminishing 

returns where such intervention begins to lower the response from the 

2 
board. A elever minister will be cautious enough not to reach that 

1. Milligan Op• Cit., Pl79. 

2. Milligan On. Cit., Pl83. 
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point unless it is absolutely essential. 

This discussion of the nature and scope of ministerial powers 

raises one very interesting question and that is about the role of the 

minister in the context of public control and corporate management. 

There are two views on this question. One holds that since the adoption 

of the corporate form of management has loosened m~ of.the strings 

of public control present in the civil service, the minister should 

be more on the side of Parliament to ensure that management does not run 

away from the overriding authori ty of· that body. The second and contrary 

view is that since Parliament has willingly relinquishedmuch of its more 

rigorous control over this new organisation, the minister should more and 

more try to help the board of the corporation by explaining its policies 

and programmes both before the legislature and the public, with whom the 

board has no direct contact. Parliament on i ts part seems to be 

puzzled as how to assign this dual role of defense counsel and 

prosecutor of these boards to the minister. 

In actual nractice both in Canada and Great Britain the ministers 

have tended to speak more for the boards than for Parliament. This is 

perhaps because of the close and constant contact between the minister 

and the boards of the corporation. In Britain especially, due to the 

overgrowth of the minister-board relationship, ministers seem to have 

felt under a moral obligation to sneak for management whom they have 

increasingly influenced behind the scenes on policy and management 

matters without assuming any technical resnonsibility. The boards in 

their turn have gradually come to rely heavily on the political acumen 

of the minister to defend them against political attacks. Somehow it 

has come to be believed that a wordy duel won on the floor of the House 

makes a greater impact and impression among the general public than could 



probably be communicated through the publicity media of a coT9oration. 

The truth however, lies between these two opnosing points. The 

ideal role for a ntinister is not to appear either as a prosecutor or 

defense counsel for the board, but as a mediator between management and 

Parliament. He should spare no efforts to remove distrust or 

misunderstanding which seem to arise so quickly between a curious and 

overworked Parliament and the instinctively seclusive board of a public 

coT9oration. To Parliament he should explain that by a-pprovinr; the 

coT9orate form of management it has itself relinquishedmaQY of the 

conventional tactics of public control and inquiry over the public 

corPoration. To the boards of the corporation he should try to impress 

on them that their existence as a senarate agency does not necessarily 

immunize them from the curiosity and even at times the hostility of 

the poli tic al machines of the country. They are after all a public 

enternrise and like everything belonging to people they must be w.illing 

to face both the uraise and the blame which usually accompany any 

publicised or publicly owned agencies. If he succeeds in creating 

this understanding between these two he has been a successful minister. 
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CHAPTER V 

PARLIAMENT AND THE PUBLIC CORPORATIONS 

In the last chanter we discussed the relationship between the 

government and the management of the public corporations. Our study 

revealed that both the CBC and the CNR are under considerable 

governmental control eS?ecially the former because of its almost total 

reliance on public money. This chapter will attempt to examine the 

attitudes of the ordinary back benchers towards the public coroorations. 

It will be noted that Parliament in this context will i.m.ply the members 

of the onposition and government back bench supporters. 

Any stuqy of the attitude of our present day Parliament must 

begin with the sweeping statement that twentieth century administration 

is highly com-plex and snecialised, and as such, it cannot be very 

effectively supervised or controlled b.1 the group of politicians and 

amateur exoerts assembled in the lower House. "Parliament cannet", 

in the vrords of Professer Robson, 11 administer or even decide policy, 

but it can criticise and influence the decisions of those to whom it 
1 

has entrusted the pmver of deciding policy and administration". 

This fact has been generally accepted by most students of our ti.m.e 

and even the various Parliaments have been sufficiently realistic to 

acceut this role for themselves. However, many parliamentarians still 

insist on the right of Parliament to be advised and informed on every 

matter concerning the state. Parliament is very jealous of its 

tradi tional status as guardi an of the people 1 s interests and aspirations. 

1. Robson, Nationalised Industry and Public Ownership, P202. 



109 

Parliament' s attitude towards the public corporations, at times, 

shows signs of frustration. Pressed between an unceasing demand 

from their constituents to secure redress of real or imaginary wrongs 

committed by the administration on the one hand, and a partisan zeal to 

support the administration headed by their oarty leaders on the other, 

the M.P.'s behind the treasur,y benches are in an unenviable position. 

As for the opposition there is a limi t to which i t can go in exposing 

the goverrnnent. This practical limit applies equally in the exposure 

of a public corporation. Rather in the latter case there exist some 

statutory limi ts on the rights of an M.P. to rai se particular matters 

affecting the public corporation. Not infrequently, to their dismay and 

annoyance, M.P. 1 s find the familiar instruments of parliamentary control 

obsolete, ineffective, and even qnsuited,in their application to publié 

corporations. Many, many times during the question period M.Ps. have 

to be reminded that they should not raise matters affecting the 

management of a public corporation. Some talee this advice quietly, 

others unleash a tirade of political invective and public accusation. 

Those Who resent this advice seem to lack a proper understanding 

of the intricacies of the business world and the operating limitations 

on parliamentary activities towards the public corporations. They 

usually draw upon the tradi tional parliamentary right to be informed 

about all public expenditures regardless of the soecial or voluntary 
1 

limitations imposed on Parliament by itself. An article printed in 

1. Debates (1921) Pll86-87. 



the Toronto Globe and Mail reflected the same misconception: 

The general principle that the House Should control the 
expenditure of public money applies as much to railways as 
to any other branch of the public business. Public 
ownership does not mean, or should not mean, the denial of 
one of the first nrinciples of responsible government. 1 

Secondly, they argue that no state activity, be it social, economie or 

competitive, should be conducted under the veil of secrecy which is only 
2 

an excuse for corruption and mismanagement. This noint bas been 

repeatedly raised since 1921. As late as 1960 Mr. Johnson (P.C.) 

exnressed a similar thouf"ht vrhen he declared in the Committee of Supply, 

during a discussion on the CBC estimates: 

We have the right as representatives of the people to · 
restate those accusations (earlier he had enumerated them 
such as the charge that the C.B.C. has been following a 
very biased emnloyment policy g:i.ving jobs to friends and 
relatives of those holding positions in the corporation etc.) 
and to s~: Gentlemen of the C.B.C.,Jshed light on the matter, 
hire a public relations officer who will tr,Y to defend you 
against those accusations, and account for your actions before 
parliament, but in the name of truth, in the very int~rest 
of the C.B.C., we urge you to answer those questions. 

Earlier he agreed that the CBC has not i:rif'req~ently been the target 

of unfounded criticism. But it is a real problem how an M.P. or a.nyone 

else can obtain the truth unless CBC officials provide answers to the 
4 -

questions raised. Again, members o:f Parliament have been very much 

concerned to know about the coroorations which live on huge governmental 
5 

subventions. Thus the Canadian Broadcasting Corporation as well as 

1. Toronto Globe and Mail dated 24th March 1921. 

2. Debates (1921) Pll79. 

3. Debates (196o) P5998-99. 

4. Ibid., P5997. 

5. Debates (1921) Pl615. 
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the Canadian National Railwqs have drawn considerable attention to 

themselves and generated much concern in Parliament. Again during 

the consideration of the CBC estimates in 1960 Mr. Johnson (P.C.) 

expressed his dissatisfaction with the quality and quantity of 
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information provided to Parlia:ment by the CBO When the latter· needed money 

from Parliament. Mr. Johnson was perhaps not alone in Parliament in 

ex:pressing the followinp, sentiment: 

It is not by reading an enumeration of items on a page 
that we will understand what the C.B.C. proposes to do with 
the money i t is asking us to vote. Nor is i t by consul ting 
its statements of assets and liabilities in the second book 
of public accounts that we will find what use is being 
made of the people 1 s money. 

A statement of as sets and liabili ties me.ans nothing wi thout 
details. More particularly when there is an unexplained 
deficit. 

We are objecting to such proceedings, we want to know how 
the money paid to the C.B.C. has been used and what causes 
that deficit. 

We ask the government to take a positive attitude in the 
matter, and to decide once and for a11 whether crown 
corporations will remain inde~endent of the people who must 
ultimate~ pay the piper and the deficits. 

If those deficits are legitimate, if they can be e:xplained -
why does not the C.B.C. ex:plain them? We should be satisfied. 
But why does the C.B.C. give no details in the public accourts 
as all other deuartments do with regard to their expenses? 

Time and again the members of the House have asserted Parliament 1s 

undisputed right to be infonned about the two crown corporations under 

present study. In the case of the Canadian National Railwqs for 

example, members were very tenaeious in enquiring about the personnel 

of the board of directors during the 1960-61 Session. During the 

consideration of a bill to grant the CNR required funds, Mr. Habel 

1. Debates (1960) P5997. 



(Liberal) said: 

Parliament has a right to insist on being told the name of 
the president who will have to see that the 178 million dollars 
we are being asked to vote are properly spent. Parliament is 
also entitled to know whether this- time, as haopened before, 
the Pri.'lle Minister will not interfere and prevent in sorne way 
or other, according to wh at the hon. member for Burnaby-Richmond 
said this afternoon, the appointment of the person recommended 
by the railway commi ttee. 

It seems to me fhat we are en ti tled to expect answers to 
these questions. _ 

There can be, in the strict constitutional sense, no objection to 

the claim or Parliament for all kinds of information. But as 

Mr. Arthur Meighen reminded the House in 1921, the corporate fonn of 

management and the accompanying limi ts on Parliament 1 s ri ght to 

infonnation was adopted by Parliament i tself. Under this circumstance 

it is difficult to retract from this position without undermining the 

ivhole structure. It is this !act that most members seem to overlook 

when they claim the right to a similar licence to enquire about the 

public cornorations as they enjoy in other fields of administration. 

Before we actually take up the study of the opportUnities and 

techniques for parliamentary control it seems desirable to develop 

a little further the rationale for the right to information claimed by 

Parliament. Parliament 1 s insistence on its right to information springs 

not only from political or purist motives but is based on the 

assumption that tho se who own a business should know abOut i t. This 

aspect has been very much emphasized even in the private business 

world since the deve1opment of nrofessional management. A11 nrivate 

1. Debates (1960-61) P7895-96. 
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businesses are obliged to nrovide the requisite information to the 

shareholders who aan, on the basis of that information, decide whether 

their interests have been looked after by tho.se to whom they 1?-ad 
1 

entrusted them or not. In the case of a publicly owned business the 

importance of this argument is by no means reduaed. As early as 

1921 one M .P. asserted this principle when he declared: 

But it does assert the undoubted right of parliament to 
the fullest information in respect to any nroperty that is 
owned by the people of Canada, the management of which is 
in the bands of a goverrnnent anpointed board and for which 
people, as taxpayers, beaome liabie, espeaially when, as 
in the present instance, (refe~ing to the railways), there 
are gigantic deficits to meet.-

The -principal arahiteat of the Canadian National Railways, 

Arthur Meighen admitted that Parliament has the ri~ht to be informed on 

publia 01-med business in these 'tiords: 

I know there must be such information at some time as will 
enable parliament properly to judge as to the general management 
of the system (the Canadian National Railwq system) and to 
say whether or not the board of· directors that we have put in 
charge have, in the main, properly discha.rged the responsibili ty 
placed upon them. 3 

In short this demand by Parliament for information about the 

public co:ro.orations resta on two nremises. Firstly, like all owners, 

Parliament as the representative of the owners {the people of Canada) 

should be infonned about its business. Secondly, this information is 

necessary to enable Parliament to decide 1vhether its trust in the · 

management has been justified. 

As said earller, there can be theoretically, no doubt as to 

1. See Chapter III of this work. 

2. Debates (1921) Pl18o. Italias mine. 

3. Debates .(1921) Pll83. 
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the right of the Par1ia!nent to be infonned on all aspects of 

administration. But one ether fact cannet be overlooked, namely that 

the adoption of the corporate form of management with Parliament's 

consent and anproval, places these corporations in quite a different 

position. It is this fact that an ordinary backbench M.P. often seems 

to forget. At times, even the front rows of the opposition benches 

have misunderstood the implications qf the public corporation form of 

management. This lack of proper understanding on the part of opposition 

leaders was clearly illustrated 1men in 1921 Mr. Mackenzie King, the 

leader of the opposition, moved an amendment motion following the 

original motion of the then Trade and Commerce Minister for the House 

to go into Committee of Supply. Mr. Mackenzie King 1s motion read as: 

Subject to the reservation that in exceptional cases there 
may be documents of a confidential character which, in the 
public interest m~ properly be withheld from publication, 
the house declares that it is the undoubted right of 
parliament to demand and receive copies of all reports, 
accounts, correspondance and papers in relation to the 
management of every department of the public service 
including the affairs of the Canadian National Railways, 
whether operating directly under the Îontrol of the 
department, or under corporate form. 

With this general statement on the rights of Parliament and the 

implications of the public corporation fonn of management, we turn now 

to examine the techniques and opportunities for parliamentary control. 

Broadly these techniques and opportunities run into each ether. We shall 

discuss them under three bread headings: (1) Questions, (2) Debates, 

and (3) Comrnittee Deliberations. 

1. Debates (1921) Pll78. 
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(1) QUESTIONS: 

We have seen that because of i ts shortcomings Parliament can 

hardly exercise effective control over the vast field of administration. 

What it can do, as the representative body of the 'people, is to obtain 

information and clarification of the policies which are formulated 

by the experts, s,y.mbolised by the government, the Civil Service and 

the coroorations. Thus it can be fairly stated that Parliament acts 

as a clearing house for the different information which flows from 

the specialized agencies of the state to those affected by these 

policies, and acta as a forum for the airing of the reactions of those 

affected. In other words Parliament has become a channel of 

communication be'tween the government and the governed. 

The role of 11question time" in this two-way traffic of information 

and reaction is very significant indeed, for it is probably true that 
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this question period is a trial of the government when any of its policies 

m~ be brought into the limelight for a convincing e:x:planation. 

Professor Dawson has referred to the question period as "one of the 
1 

most formidable deviees which the opposition has at its disposal". 

Besides being an instrument to communicate public grievances and obtain 

information, the questions asked and answered in the House, exercise 

a continuous check on bureaucratie tendencies. Nothing is more of a 

nightm.are for a civil servant or his policial boss than to face an. 

embarrassing query from an M.P. • As far as the public corporations are 

concerned, much the same effect is ac'P.ieved through questioning. But as 

1. R.M. Dawson, Government of Canada (Rev. Ed.) 1954, P436. 



said earlier the minister finds his plir;ht less pitiable. At all times 

he can, 1-thile facing a barrage of questions in this area, take shelter 

behind the phrase "the matter concerna the da:y-to-da:y business of the 

corporation". It is a ministerial addiction to refusing answers to 

questions on the corporations in this way that has caused all the 

a:nnoyance and frustration. An M.P. enthused by the complaints of one 

of his constituants regarding a particular corporation throws a 

question on the floor addressed to the minister and expects an answer 

to it. But the minister•s· reply that this is a matter for the 

internal administration quite dampens this fire of public service 

kindled in the youthful M.P 1 s he art. He ca:nnot help feeling frustrated 

for i t removes a chance for him to prove his usefulness to his 

constituants. In other similar cases the question may be asked to 

secure information or to remind the government of its coiiUTlitments, and 

the answer is a gain the same. 

The minister on his part is justified in refusing to answer 

questions on matters which are not within his sphere of control or 

authority. ttResponsibility and authority11 , said Mr. Gaitskell, "march 

band in hand". If' a minister is nressed to provide answers to questions 

outside his jurisdiction, it will eventually lead to the same 

bureaucratie 11aralysis which the adoption of the corporate management 

is intended to avoid. The minister would not be able to stop at giving 

information, he would have to anticipate supnlementaries and "from this 
1 

he would be led inevitably to intervene and control". 

1. Hanson: 11Parliamentary Questions on Nationalised Industries", 
Public Administration, Vol. XXIX (1951) P57. 

ll6 



At times individual M.P. •s seœ. to resent ministerial discretion in 

deciding which questions concern matters of policy and which affect 

da.y-to-day management. They seem to suspect that a minister unwilling 
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to divulge information on topics which legitimately concern general policy, 

takes refuge in the vagne phrase "the question relates to day-to-da.y 

matters11 , and actually avoids his responsibility. There may be instances 

where auch suspicion could be proved to be true but generally it reflects 

the instinctive distrust nursed by back bench M.P.'s towards government 

members. It is true in a real sense that the entire administrative 

mechanism of the 20th century state resta chiefly on governrn.ental 

discretion and supervision; and there should be no reason to resent 

or suspect the bona-fide of a minister when he exercises his discretion 

in selecting questions for answers on the public corporations. In an 

earlier chapter we have seen that the line between policy and management 

in so far as the public corporation is concerned is not infrequently thin 

and this in i tself is sufficient justification for ministerial discretion. 

A minister in active touch vdth the board of a corporation and conversant 

with the complexities of divided responsibilities, is definitely a 

better judge of the difference between policy and management matters 

vis-a-vis the public corporation than the individual and uninformed M.P. 

It is sometimes argued that questions raised in Parliament reflect 

the general public interest in a particular matter. This is often true. 

But to say that every question put in the House is of public interest 

is absurd. In m~ instances questions are of very local interest, 

superficial and insignificant, and for which there is no justification 

whatsoever for them to be deal t wi th as major questions or to waste the 
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1 
valuable time of Parliament. A glanee at the questions asked about 

publio ooroorations in any one session of Parliament would show that 

an extraordinarily large number of them raise matters or daily 
2 

management. Again it has been disoovered that a corporation running 

at a loss has a greater number of questions raised than the one with a 
3 

favourable budget. Also a public corporation can be elevated into 

the limeligbt the moment any undue governmental pressure or a disagreement 

between the board and the government is either evidenced or suspected. 

In Canada, if one runs through Hansard, one will find these tendencies 

clearly apparent. For example one would be struck by the frequency and 

intensity of questions raised about the CBC or CNR. To a certain extent 

this interest in these two ooroorations is understandable and even . . 

justifiable beoause of the huge public subsidies they receive each year. 

Nevertheless, as Lloyd Musolf says, this concentrated interest on a few 

crown corporations 11points to the fact that parliamentary supervision 
4 

of coroorations through questions is hardly systematic11 • A successful 

corporation should not be allowed to operate in a neglected ~d isolated 

enviro:nment. The purpose of questions is not only to obtain an 

explanation for deficits but to oreate a sense of responsibility and 

alertness in all branches or the administration. If the pattern of 

1. Debates (1921), P12o6. 

2. A survey conducted by the Acton Society Trust in Britain indicates 
the same tendency to raise questions about local problems of 
management rather than the overall efficiency of the corporation. 

3. Robson, Nationalised Industry and Public Ownership, Pl70. 

4. Musolf Op· Oit., Pl05. 
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questions becomes so pred.ictable that the management or the ministers 

responsible can protect themselves in relation to one corporation without 

a similar feeling about another, then the full potentiality of questions 
1 

as an instrument of public control is not being fully utillzed. 

One can also d.iscover in Hansard, how a corporation having remained 

in comparative aloofness suddenly hits the headlines of the newspapers 

and floods the order pa!)er with queries. This perhaps representa a 

healthy aspect of parliamentary control for it may well act as a check 

on the adventurousness of a corporation which normally lives in the shades 

of insignificance. It is hard to interoret the motives of ministers in 

refusing to answer questions concerning the public corporations. 

Anparently they uphold the principle of corporate independence b,y not 

interfering in the details of management, and this might in all probability 

follow if they entertained questions concerning the administrative details 

of a corporation. But at other times a ministerial refusal to answer 

a question might deprive the board of a public corporation of the sole 
2 

op-oortunity to e:xplain its case before Parliament. It is somewhat 

natural that answers denied to questions further accentuate suspicion 

and even raise misgivings in the minds of M.P.•s and the public, 

especially when they concern public coroorations. 

It is not only the nrinciple of corporate independance that rules 

out large numbers of questions relating to a public corporation, the 

procedural obstructions to getting a question on the order paper are 

sometimes qui te insuperable. The role of the chair in this regard is 

1. Ibid. 

2. Hanson loq. cit. 
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sign:ificànt. One is at t..tmes struck by the tenacity with ~ihich questions 

have been sifted by the Table; rule 26 of Ma:y 1 s Parliamentary Procedure 

reads that a question, answer to 1-rhich has either been refused or not 

gi.ven, will not be admitted a second time. In the United Kïngdom this 

rule has caused great resentment. In June 1948, in the British·House of 

Commons, a.fter a very stormy debate on the operation of this procedure, 

the S:->ea.ker gave his ruling which was accepted by both sides of the floor 

that he might allmv a question to be i~cluded on the order paper, even 

when the anm-rer to i t had l;>een previously refused, if in his opinion 

the question ra.ised concerned a matter of sufficient public importance. 

At the same time he made it clea.r that his ruling in no way changed 

the ministerial discretion to refuse answers to questions. In Canada a 

peculiar limitation exista 1-Tith regard to asking questions about a 

public corporation which has private competitors. Since Meighen's 

time the argument has been put again and again that not everything could 

be disclosed about the CNR because it bad to compete with the urivately 

owned CPR. But what angers most M.P.s is t.hat this practice bas been 
1 

extended to corporations which do not have a.n,y competitors. Sometimes 

answers have been refused to questions on the grounds of impracticabili ty 

and be cause they would invol ve qui te unrealistic am.ounts of time and 
2 

money. 

Aga.in Ca.nadian practice offers an interesting contrast to that 

of Bri tain. In Canada members have been encouraged to ra.ise questions 

1. For example the Minister of Resources and Develop~ent refused 
to furnish information about salaries pa.id to top officials 
of the CMHC, a non-competing corooration, citing the CNR 
debates in support of his argument. See Musolf, Oo. Cit. 

2. Debates (19.53-54) Plo6.5-66. 
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on the managerial details of a corporation in the relevant sessional or 

special committees, usua.lly 1.rhen answers to such questions have previously 

been refused by the ministers concemed. This perhaps is done to educate 

and e:x:olain the comolex:i. ties of Parliament and their relationship to the 

public corporation. By tradition, the board cannot a1)pear on the fioor 

of the House to e:x:olain its policies and programmes. The minister as a 

matter of princinle cannot discuss or interfere 1nth the ma.tters of 

administration of a corporation. A special committee ereated to examine 
. . 

the re,ort and operation of a public corporation is in the nosition of 

having personal and direct contact wi th the board and as scich can demand 

exnlanations from the latter on tihatever matters it chooses. · There· are 

several instances where an M.P. ha.s.been asked to address his questions 

to the management of a corporation 1-vhen i t anne ars bef ore a narticular 
1 

com.'llittee. But even in committee some degree of discretion is left to 

the management to v:rithhold information on a.n.y matter 'Which i t thinks tvill 
2 

be orejudicial to the commercial interests of the corporation. For 

ex?1llple the cr-.m chief refused to disc1ose revenue per ton mile (in areas 

1. 

2. 

The Transport Minister, for example, advised the member who raised 
the question of the transfer or a CNR hotel manager at 1/finnipeg, 
to discuss the matter in the Sessional Committee on Railwavs when 
it will hear from the management. He said: 11Now, then, if, he does 
not accent the anSt.ver let me make a suggestion to him, and i t is 
this. There is a committee annointed bv this house to deal with 
the affairs of the Canadian National Railways. He is a member 
of that committee or at least he was a member during the 1ast session 
of narliament. He may anpear before the committee and inquire himself 
from the officers of the Canadian National Railways what the facts 
are surroundin~ this case, and that is rea1ly the place 'lvhere he 
should get his information, not in this bouse. It is the policy of 
this bouse, established by this bouse and fo11owed by gove:rtlments 
of the faith to which my hon. friend belongs, for many, m~ years, 
namely that in matters concerning the interna! management of the 
Canadian National Raihrays, there should be no interference. If 
there is any question tha.t cornes up, i~ can be asked or dealt with 
in the commi ttee on raih1ays and shipping11 • 

Mr. Chevrier - Minister of Transport, Debates, (1952), P65? •. 

S~132ional Committee on Railways, Air1ines, etc., 1-ünutes & Proceedings 
lY~>', P200. 
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l-rhere agreed charges were in force) as it will "play right into the 
1 

hands o.f our trucld.ng compati tion11 • 

The question "!vhether an answer can be secured to a query also 
2 

deuends on the way in which the question is dra.fted. Ministers seem to 

show an instinctive dislike or disinclination to answer questions which 

smack of a soeci.fic management matter; but there are .frequent instances 

of cleverly phrased questions which entice an answer on such màtters. 

The C~IR president went to the point o.f o.f.fering the help of his 

management to frame M.P.s 1 question. 1'We could tell you11 , Mr. Gordon 

told the Railway Committee, 11how to frame a question in order to bring 

out the point you desire. If you tell us what you want to .find out, 
3 

we will tell you how to get it11 • It appears that the admissibility of 

a question and the .fact that it will be answered denends on many uncertain 

factors: 

Uncertainty as to what is a matter of day-to-day administration, 
uncertainty as to the speaker 1 s standard o.f public importance 
in accepting question (in the case of the United Kingdam); 
uncertainty as to what the minister can or cannot do, as well 
as whether he is doing it directly or through influence on 

· others; and finally uncertainty as to whether the minister 
vdll answer the qulistion put to him, even if eligible on 
all other counts. 

2. Robson, Op. Cit., Pl70. 

3. Minutes & Proceedings o.f Sessional Committee on Railways, etc. 
(1959), P.210. 

4. E. J. Johnson, "The Accountability of British Nationalised . 
Industries", American Political Science Revie1.r, Vol •. 48 (19.59), 
P374. 
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(2) DEBATES: 

It has been said that the British House of Commons is one of the 

f_;l"eatest debating chambers in the world. It has also been generally 

accepted that a body like Parliament does act as a barometer of public 

opinion and reaction to the policies and fun.ctioning of the government. 

The role of debates in the ventilation of grievances and the communication 

of reactions can hardly be overemphasized. Further these debates provide 

an invaluable op"Oortunity to educate and enlighten the electorate about 

the governance of its country. The limelight usually belongs to the 

opPosition for its presence gives sense and purpose to the narliamentary 

debates. Having failed to convince a sufficient segment of ·the votera 

about the worthwhileness of their programmes and policies, the opposition 

members must dedicate themselves to the task of proving or endeavoring to 

prove t~at the narty voted into office has not justified the confidence 

of the people. This constant attempt to expose or even embarrass the 

government is carried on by the leaders and members on the left of the 

speaker in good humour and wi th crusading tenaci ty. 

These debates sunplement the purpose served by questions. In one 

w~ debates reflect the intensity or frequençy·of popular reaction to a 

particular Po licy or action of the government. If the answer to a question 

raised on the floor o~ the House, does not satisfY the questioner or 

those interested in the matter, it will eventually find its way through 

a more effective ventilator in the form of a speech or series of speeches 

on various appropriate occasions. The members on the Treasury Bencbes 

will use the de ba tes to inform and explain to the House, and through the 

House to the co~try at large, the programmes and policies of the 
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govern.ment. However, these debates, by and large, tend to be more an 

exercise in -party -polities than an attempt to infonn the country about 

administrative problems. The tradi tional theory that debates are aimed 

at convincing an audience about the me ri ts of a certain po licy or theory, 

seems to lose its meaning in the eontext of the partisan composition of 

the immediate audience (the House of Gommons). A government backed by a 

comfortable.majority in the lower House, hardly need worry about the 

endorsement of its plans and policies. None the lesa the importance of 

these debates cannat be ignored. For in Parliament to-day, much of 

1-vhat is said or done is not primarily for the eonsumption of the chamber, 

but is addressed to the voters in the country. 'l'hus, While the 

development of a solid party wi thin the lower House has taken much of 

the meaning out of these debates, their purpose in winning over the 

audience outside the chamber, has attained added significance. At times 

a debate could very well change the balance of popularity against a 

particular party. The famous pipe-line debate, for example, in the 

Ganadian House of Gommons, was one of the contri bu ting factors in the 

defeat of the Liberais in the 1957 elections. 

The debates as such !)rovide Parliament with an important opportunity 

to assert its authority over the administration. This obviously 

includes the crown corporations. It is true that the soecial status 

given these corporations does make same difference in the actual impact 

vmich these debates can make on them. We need not repeat the basic 

principles of corporate indenendence here. Nevertheless, it must be 

re-emphasized that Parliament is considerably limited in its right 

to debate any and every aspect of the management of a public corporation. 
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In spite of this inherent limitation there still remains considerable 

opportunity for it to discharge its lofty duty of guardian of the 

people'è interests. The importance attached to this opportunity is 

increased b,y the fact that the management of the public corporations both 

in the United Kingdom and Canada have shown a remarkable degree of 

sensitivity to what is said about them in Parliament. What follows is an 

exposition of the various ooportunities that occur in Parliament for the 

expression of opinion and feelings about public otmed business. 

These debating opportunj,.ties can be put under two broad categories . . 
in so far,as tpèy contribu,te to the public control of the corporations. - . 

Firstly, there are the general opportuni ties i.e. de ba tes of a very 
. . 

general nature when arry matter, c~ be raised. Such ooportunities come 
~' 

-
during the debate on address in reply to the _Throne 'Speech, the Budg~t 

Speech, adjournment motions and motions to go into Committ~e of Supply. 

Secondly, there are the specifie opportunities where the House is asked· 

' ' 
to consider bills to alliend the corporate structure of a corporation, 

or bills to authorize loans to public corporations or to authorize the 

expansion or construction programme of a corporation. A particular 

corporation will also get detailed.examination o~ a motion to appoint 

a special committee to consider its report and aperation. We will 

discuss each of these instances in greater detail. 

The opening of each "Oarliamentary session is marked by the reading 

of a 11 Speech from The Throne 11 • This Speech th()ugh fornially delivered by 

the head of the state is in fact a government speech. It is "at once a 

review of national affaira and an indication of the measures the 
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1 
government intends to introduèe in the new session". Subsequent to 

the Throne Sneech is the debate which takes nlace on a motion of thanks 

for the speech called an n Address in Reply to the Speech from the Throne11 • 

This debate, by nature, is very discursive and the participants can rai se 

any matter they wish. The debate on the address up until 1955, could 

contim.1e ,for a considerable number of days •. However, following a new 
2 

standing .order adopted in 1955.it must now be concluded within ten days. 

The debates following the Throne Speech can be used to raise matters 

concerning any public corporation, but reference to the corporations. 

are nsually very 'general and suoerficial. Each member during his 

allotted forty minutes will try to talk about everything - from the 

government 1s policy towards the United Nations Congo Operations, to a 

. minor incident involving one or few individuals in a street_ souffle. 

In one way suoh a debate very appropriately provides the occasion for the 

ventilation of grievances. 

By tradition h<?wever, almost ·q.ll the members taking part in this 

debate vrill concern themselves "tdth those problems which are headline 

news in the country and the wor1d. It is therefore not uncommon to find 

member after member raising the same matter in their speeches. But very 

rare1y -vrl.11 even the corporations uppermost in the minds of the members 
3 

get extensive consideration during this debate, mainly because of the 

1. E. Rùssel1 Hopkins, "How Parliament Works, (Queen 1s PriDters 
Ottawa, 1957), P31-32. 

2. Ibid~,' .. }'3).· 

3. For example the Sneech from the Thrène in 1956 mentioned seven 
corporation·s and their activities. Parliament was asked to 
consider statutory amertdments to three crown corporations and the 
speech reviewed the aëtivities of the other four including the 
Canadian Broadcasting Corporation. During the ten days debate on 
the speech other corporations including the Ca.nadian Natiional 
Railways were frequently mentioned. 

Vide Musolf: Op. Cit., Pl10. 
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f'act that anything can be said about any matter, and members f'ind i t 

dif'f'icult to concentrate on a f'ew problems. 

One must not,· however, forget the partisan canposition of' the 

House, for the members of' the opposition are only too enthusiastic to 

exoose the f'ailures of the government. Very inf'requently do they engage 

in consideration of' cures or causes of' such f'ailures. Furthermore 

it must not be f'orgotten that 8.1:\ N.P. while taking part in such a 

debate has two objectives bef'ore him. Firstly to demonstrate to his 

constituants his eff'icieney as their spokesman and representative - thus 

he must talk about what interests his votera, and secondly, to imPress 

his audience wi th his broad kno-vrledge and understanding. 

Another general opportunity exista in the "budget debate11 • The 

Finance Minister moves a motion that the House go into a committee 

of lflays and Means. This motion starts the traditional budget debate 

during which the Finance Minister delivers his budget speech. This speeèh 

outlines the economie and financial conditions in the country, and 

acquaints the country through Parliament with the government 1s !inancia.l 
1 

programmes including any antic±pated deficit or surplus. The debate 

provides members with an opportunity to raise any f'inancial, economie 
2 

or other issue of' concern for any part of Canada. And conceivably an 

interested member could raise an issue touching on the public corporation, 

or more especially on one which ends up with an operating deficit which 

has to be met from a public subsidy. However as a matter of practice 

1. Hopkins, Op. Cit., P43·. 

2. Ibid. 
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members do not generally raise specifie questions about a corporation 

in this debate. 

A more concentrated debate could take place when a motion to 

adjourn the House, to consider·a matter of public importance, is allowed. 

In this case the participants in the debate will be obliged to confine 

themselves to the matter raised. In fact the rules of the House are 

qui te strict about auch motions and i t is rather rare for them to even 

be entertained by the chair. In the 1956 session of Parliàment for 

example, only five adjournment motions to consider matters of public 
1 

importance were introduced but none of them was allowed by the chair. 

Incidentally none of these motions made ~ reference to the public 
2 

. corporation. 

The debate on the motion of the Finance Minister that nMr. Speaker 

do now le ave the cha;ir and the Hou se go into Commi ttee of Supply11 is an 

opportuni ty for a public corporation to be discussed. The motion is 

debatable and an amendment or sub-amendment can be added to the o~ginal 

1. Musolf, ûp. Cit., Plll. 

2. In 1960-61 session of Parliament thirteen motions to adjourn 
1iere introduced in the House. Three out of these thirteen 
raised matters concerning the public corporations - the CNR, 
TCA and the Bank of Canada. The adjournrnent motion to consider 
the proposed 1~-offs of CNR employees at the corporation's 
old headquarters was disallowed by the chair on the grounds th at: 

(1) the matter did not involve the administrative responsibility 
of the Transport Minister as employment and other labour problems 
'tvere the concern of the mm management, 

(2) the proposed lay-off was not an isolated event to become 
a matter of public importance, but a continuation of a parti cul ar 
economising or administrative policy of the management, 

(3) this question would come up before Parliament again on an 
anpro9riate occasion and thus would be nroperly considered at 
that time. Debates, (1960-61), P2907. 



motion. Before the 1955 reforma in the rules of nrocedure such a debate 

could drag on for a considerable time. Following the 1955 changes there 

are nm1 only six supply motions. Debates on eaeh of these motions, with 
1 

any amendments or sub-amendments must be concluded within two da,ys. 

The debates in the Committee of Sup-rly i tself enable the members 

to ~et a nenetrating review of the cornoration eoncerned. By tradition 

Supply debates are the occasion for the airing of grievances and 

criticism of the government. Technically there is no restriction on 
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these debates and a member can speak any number of times but for not more 

than thirty minutes at arry one time. A member in addition can move a 

motion to decrease the estimates submitted. Because of the rather loose 

rules of debate in Committee and the absence of closure, the opposition 

can delay the consideration of a particular estimate or withhold the 

one œfore it for an indefinite !)eriod of time. This problem has been 

further accentuated qy a practice developed since the war, which permits 

a general discussion of the affairs of a particular department during the 
2 

consideration of the first item in a department 1s estimates. Excluding 

this very general opportunity, debates in Committee of Supply are more 

or less relevant to the estimates under consideration. Generally sneaking 

these supply debates have been a very effective instrument of parliamentary 

control over the public corporation. In making this statement one must 

not ignore the partisan tei!Il)er of the Committee of Supply i.e. the committee 

of the ïvhole House minus the sneaker and certain restraining rules of 

procedure, for at this ti.me the opposition is apt to show more alacrity 

1. Hopkins, Qp• Oit., P41-42. 

2. Honkins, loc. Cit. 
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in criticising the management of a corporation or government•s policy 

towards a corporation than the back bencher of the Party in pmver. 

Indeed, these debates provide an invaluable opportunity for 

Parliament to seek clarification from the government about its policy 

and about the resulta of operation of' a public corporation. For example, 

during the consideration on the estimates of' the Denartment of Transport 

in the 1960-61 session, Mr. Homer asked the minister to tell the 

committee: 

(i) About the new regional set-up introduced by the C.N.R. 
and whether this may not lead to a situation where there may be 
more chief's than Indians in the organisation, 

(ii) as to the consequence of lengthening the section on the 
C.N.R. which has reduced the number of' section men. He was not 
clear as to the resulta of dieselisation and why this should 
cause suèh changes in the employment figures, 

(iii) he also asked the minister for the net result of the C.N.R. 's 
$2 million advertising campaign to v-rin more passengers for the 
railways. 1 

The Supply debates also provide an outlet for the members' 

misgivings about a crown corporation. Taking part in the debates of' 

the 1960 CBC estimates, Mr. Johnson (P.C.) said: 

People talk of :i.:nltorality in the C.B.C. I do not say that the 
expression is correct, I do not suggest that it is in keeping 
wi th the facts, but mention was made of' this in Montreal and 
certainly in Toronto. Accusations of' immorality have been made 
against the C.B.C. I am not shocked more than is necessary, but 
with (sic) members of' this house who are the least responsible 
I say that this business must be cleared up because we have no 
right to let such accusations be made against the O.B.C. without 
doing a:nything about it. If' it is true, then severe measures 
should be taken. If not, then the f'acts should be set in their 
true light, and this (sic) for the benef'it of the C.B.C. 2 

In addition, these debates, being a reflection of the country 1 s 

feelings or misgivings about a corporation, at times tend to become 

1. Debates, (1960-61), P502l. 

2. Debates, (1960), P5998. 



invo1ved wi th the personali ti es wi thin a public corporation. During 

the 1960-61 session, several members 1aunched a bitter attack on the 

chainnan and president of the CNR ·who unti1 th en bad remained rather a 

non-controversia1 figura. Ma:ny members c1aimed that the main cause 

of the CNR' s troubles was Mr. Gordon "tvho was described as 11inhuman11 , 

1 
"inefficient" and an 11 autocratn and they demanded his removal. However, 

much of this out burst against Mr. Gordon was aimed at the past and 
2 

present government, and he acted as the lightening conductor. It also 

reflected the deep seated revulsion of sorne members towards public 
3 

ownershiu. V.Then such prejudices or personal aversions are introduced 

into these debates, they lose their effectiveness as a mirror of public 

opinion; however very few Canadians would for example, like the CBC 

to be sold to private interests. Fortunately for Canada there are few 

M.P.s Vho subscribe to the idea that public ownership bas been a 

tremendous waste of public money. Nevertheless, such reckless and 

personal attacks carried out by a smal1 group of poli ti cians against 

the management of a public corporation, can prove damaging to 

1. Debates, (1960-61), P5024, 5053-54, 6040 and 6o44. 

2. The members of the majority party in the House were tempted to 
criticise him probab1y because he was an appointee of the 
Liberal administration. The C.C.F. members had a simi1ar motive 
supported by their faith that only a Socialist government knows 
What type of men should head a public corporation. Strangely 
enough most Liberal M.P. 1s came to the defence of the C.N.R. 
president whom they seemed to consider as their man. 

3. The Montreal Star, Ju1y 20, 1961, 11 Crotm. Corporations and their 
Cri tics" • This editorial points to the presence of members on 
the various commi ttees who regard the existence of public 
corporations as a manifestation of "creeping socialism11 • It 
also points to the presence of a strong lobby in Ottawa, to break 
public support for such bodies as the C.N.R. or the c.B.c. 

131 



its morale and detrimental to the usera of the services provided by it. 

Speaking be fore the 1961 Sessional Commi ttee on Rai1ways, Air1ines and 

Shipping, the Ctffi president said: 

Consequently, m~ I say that this effort to undermine 
confidence and destroy respect for the management of the 
C.N.R. is a most serions matter and is against the public 
interest as we11 as the individual interests of all employees 
of the C.N.R. No organisation can be ex:pected to .f'unction 
properly if confidence in its leadership is steadily 
undermined. This is particularly true when the organisation 
is engaged in a high1y competitive business, which in its 
~-to-day operations, requires teamwork of high quality 
and high morale. The inevitable consequence of a campaign 
of this kind is to reduce the nrestige of the Canadian National 
Railw~s in the eyes of its shinpers and other customers, and 
this in tum will adversely affect its business and reduce 
its canacity to provide e~1oyment. 

Among the specifie opportunities available to Parliament, the most 

important one occurs when a particular corporation has to obtain 

Parliament • a authori ty for i ts financial requirements. The Canadian 

National Rail~;v-ays Act, for exa:m::1le, provides that the board of directors 

of the company shall present the annual budget of the Comuany to the 

minister in charge who vri.th the concurrence of the Finance Minister vlill 
2 

table the budget bef ore Parliament. At this stage a subtlety has to be 

described. The budget that has to be laid before the House after proper 

endorsement by the govèrnor-in-council is defined to include income 

deficits, canital exnenditure, refunding of maturing securities and 

1. Sessional Commi ttee on Railways 1961, Proceedings P294. 
Mr. Gordon further told the samé Sessional Committee that the 
C.N.R. was having difi'iculty in attracting qualified men 
to its services because of this hostile attack on him and his 
administration. P298. 

2. Canada, Statutes 1955, 3-4. Eliz II Vol. 1, Chap. 29, 
Section 37 (1), (2). 
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1 
workin~ capital. In other words there is no statutory necessity for 

the C1TR to table its O'_l)erating budget. But Binee every year it ends up 

with a deficit, the management sends along with the capital budget, the 

operating budget as well. This is done to ànable Parliament to exaTfline 

the overall budget and be able to understand more clearly where and hm.r 
2 

the deficits have occurred before it votes money to cover the deficits. 

The debate on the bill to authorize the CNR to soend a specified 

amount of money on i ts capital outlay, and to enable the Transport 

Minister to advance a loan to the company to meet its income deficits, 

gives Parliament a good chance to examine the corporation and its 
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policies. It must be stated at this stage that the canital budget, after 

nroper sc~1tiny by the Treasury Board, is forwarded to the Sessional 

Commi ttee vrhere the management is once again asked to eX!" lain i ts 
3 

canital requirements. After the Ci'!R 1 s budget has been anproved by the 

1. ~' Sec. 37 (3) (a) to (d). 

2. As a matter of int:erest the onerating budget of the Canadian 
National bypasses the sc~tiny of the Treasury Board. It also 
does not req11ire any endorsement by the rovernor-in-council bnt 
is sent straight to the Sessional Oommittee on Railways, Airlines 
and Shipping where it gets a close examination. It only receives 
nroper attention in the House follo1nng the renart and sc~1tiny 
of the Raihray Commi ttee. 

3. It must be noted that close consultation is carried out bet..reen 
the Board of Directors of the C~TR and the Treasury Board on the 
capital requirenu=mts of the comnanY, bef ore the Treasury Board 
gives its advice to the p:overnment. However, this consultation 
is on a den~xtmental basis and there is no public scrutiny of the 
b'l.ldget at this time. Sec Mr. Gordon's statement to the 1?61 
Raihmy Committee P390 for the procedure the CNR budget follows. 



Sessional Committee it is introduced in the House by the Minister 

of Finance as a financial resolution. Following the debate at the 

resolution stage, which is usually of a general nature, the motion is 

referred to the Committee of the Whole. From then onwards the bill 

follows the usual course and takes its legal fonn in the Canadian 

National Financing and Guarantee Act; an Act which is renewable on a 

yearly ba.sis. It is natural tha.t a debate of this type exercises an 

all round control on the public corporation. It is not only the 

government 'tvhich 1_s questioned on matters of finance and management 

but also management, through the Railway Committee. 

De ba tes on the bill to authorize the CNR certain funds for 1 ts 
• 1 

capital projects have ~een, as a rule, very comprehensive indeed. 

!~bers can diseuse any matter about the CNR. For example, one member 

raised a question about the CNR 1s employment policy and criticised the 

government for being adamant about the lay-offs of the cl~aning staff 
1 

at the old CNR head office. Some opposition members were persistent 
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in their demand that the House should know the man i.Yho was to be a;pp.ointed 

in charge of spending a hundred odd million dollars. Against this a 

government supporter argued that the consideration of the CNR Financing 

Bill was a routine matter and provided no specià.l reason why the House 
2 

should know about the future CNR directors. The question at this stage 

was not who should spend the money voted but why and how much public 

money should be voted. 

1. Debates, (1960-61), P775o. 

2. Ibid., P7878. 
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A motion to amend an act governing a public corporation provides 

an opportunity for Parliament to concentr~te on the :nroblems facin~ the 

corooration; but i t is bound to happen that in a body like Parliament 

sorne members are tempted to devote unnecessary time to small points. 

For instance, during the consideration of a Bill to increase the number 

of directors of the CNR from seven to twelve, the House spent considerable 

time in are;uing about the danger of keeping the directors, whose terms 

had expired, still in charge of the management of the CNR. The opposition 

in particular, criticised the government 1s reluctance to disclose the 

names of the new· directors and claimed that it was having a bad effect 

on the morale of the CNR employees. They succeeded in getting a 

statement from the Minister of Transport that the new directors· voüldube 

appointed after the amendment to the act was accepted qy Parliament. 

Hov~er this debate also thrashed out more important managerial problems 
1 

around the question of 't'Tho should participa te in decision-making. 

Mr. Fisher had doubts as to how much voice the Board of Directors of 

the CNR had in the policies of that corporation, and he demanded that 

they should be called in for examination by the Sessional Railway 
2 

Committee. Further he told the House that the country was becoming 

indifferent tm'l"ards the rail ways, and the continuing deficits of the 

Canadian National must rai se doubts in the minds of sorne members about 

1. See the Debate following the motion of the Transport Minister 
P4844 ff 1960-61 Debates. 

2. Debates, (1960-61), P4846. 



1 
the efficiency of the management. A former Minister of Transport 

expressed his disagreement with the proposition to increase the size 

of the CNR board, on the grounds that the country wa.s ha.ving one of its 

a.cutest unemployment neriods, and the CNR deficits had alrea.dy struck 
2 
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a. new high wa.ter mark. Durinp; the discussion of this bill ·at subsequent 

stages the Canadian National received a. detailed examination of its 

financia.l and ma.nageria.l nroblems. Such deba.tes by virtue of being 

concerned with specifie facets of a corporation, tend to follow a. well 

delinea.ted course. The chair is particula.rly strict in keeping members 

on the right tra.ck, but there are no hard and fast rules as to wha.t 

matters ca.n be raised during this kind of debate, especia.lly in a case 

like this where the proposed amendment concerned the management of the 

corporation. 

Another specifie opportunity for Pa.rliament to discuss the 

corporation occurs when a corporation is required to seek pa.rliamenta.ry 

approval for its expansion programmes. The Ca.nadian National Rail't~ays, 

for instance, is required to obtain statutory authority for all its 

1. Soeaking on the bill Mr. Fisher criticised the tactical approach 
of the C.N.R.' s president: 11I pointed out this afternoon that 
fô:l:'ten years he has been coming before committees and in the 
past the best M.P. è in the House have taken him on and he has 
always been able to confound them. He always makes an annual plea 
about free enterprise, tha.t the C.N.R. is to be treated as a 
private corporation. Then he always manages to put over a homily 
about how you cannot really compare the C.N.R. and the C.P.R. Then 
we get another little homily that certain information cannot be 
revealed because that will impede the competitive position of the 
C.N.R. Qui te frankly, :r-tr. Gordon may consider that I have a great 
deal of crust and gall and am probably wickedly irresponsible in 
saying that I have grave doubts about the management of the 
Canadian National Railways. The fact remains, however, that I have 
this suspicion. \rTe have recurring large deficits11 • Debates, (1960-61) 
P4855. 

2. Ibid. , P4844, 4901. Mr. Chevrier. 
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1 
branch line extensions where they exceed six miles in length. The usual 

procedure in applying·for parliamentar,r approval is for the Minister of 

Transport to move a motion that the House go into Comrnittee or the Whole 

to consider·a measure to authorize the construction or a certain branch 

line within a prescribed territory. The measure also stipulates the amount . 

or mone.y the company can receive as a temporary loan out of the consolidated 

revenue fund, as well as giving the authority to issue securities to 

finance the ex:pendi ture. Further the governor-in-council gets authori ty 

to guarantee such securi ties as the company issues to meet the ex:penses 
2 

as fixed by the Act in this connection. 

The debates, following such a resolution, through the successive 

stages, enable Parlia.ment to sc:rutinize the financial implications and 

commercial prospects or the proposed construction. The Minister of 

Transport will generally inform the House in a general statement as to the 

necessity or the nroject. The members of the opposition will be 

1. Statutes or Canada (1955), Chap. 29, Sec. 22 (1). 
Bût even for the construction or extension of railw~ lines of 
less than six miles, the National Company has to seek the 
approval of the governor-in-council and the location has to 
be determined by the Minister of Transport. See sub-section (a) 
loc. cit. · 

2. It vTill help illustrate this point, if' the resolution tabled in 
the House of Gommons in 1960-61, by the Transport Minister is 
CO!)ied here. The Minister moved a resolution: 11That it is 
exoedient to introduce a measure to provide that the C.N.R. 
Railway Comnany may construct a line of railway from a point 
at or near mile 72 of the Kiark Falls subdivis:i.on to Mattag~ 
Lake in the Province of Que bec, and to authorise temporary loans 
to the Company out of the consolidated revenue fund, not 
exceeding $9,660,000 to enable the work of construction and the 
completion of the rail·t-ray line to proceed forthv-Tith; and to 
authorize the company to issue and the governor-in-council to 
guarantee securi ti es to finance the exoendi tm·es upon the said 
line '\!!) to the said figure". Debates 2 (1960-61), P202l. 
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particularly interested in knowing as much as oossible about such project. 

Following the statement b'IJ the TranS!_)ort Minister, Mr. Balcer, a member 

of the opposition (Mr. Chevrier) asked a f~r questions about the 

project. He said: 

Now, coming back to the bill before us, quite a number of 
questions occur to me. I 'tvonder whether the minister would 
be kind enough to give some attention t.,o them later. irlhen 
he made his statement on the principle, earlier this week, 
he did not give any details as to the financial soundness 
of the pro;j ect. Earlier today, in his statement bef ore the 
second reading of the bill, he made only brief reference to 
the matter. 

Accordingly, I wonder if it would not be possible to have 
further details on the matter, because if I remember v:rell, 
when in similar circlll.n.stances the question of building a 
similar branch line came up, the minister tabled a very 
comprehensive statement of accounts indicating the revenues 
which the National Railway expected to receive on one band, 
and on the other, the expenses for the construction of the 
line, the deureciation and m~ntenance costs, and finally, the 
possibility of ~ surplus. 

During the discussion on the aforesaid measure Mr. Chevrier also asked 

the Minister of Transport to tell the Rouse whether there was any 

difference between the policy of the Canadian National and the 

government of Canada -.dth regard to branch line construction. And if 

there was auch a difference, what would happen where the federal government 

decided to go ahead wi th the construction of a particular branch line 

1. Debates, {1960-61), P2105. Later Mr. Chevrier enumerated his 
questions as: 1. The financial position of that line according to 

the estimates prepared qy C.N.R. officials. 
2. The volume of freight added to the C.N.R. because 

of this construction. 
3. To what extent and in how much time will this 

project be self-sustaining? 
4. How will the cost of this branch line compare 

with other branch lines of like nature? 
De ba tes, (1960-61), P2105-o6 • 



1 
which the Canadia:n National thonght to be uneconomic. The Transport 

Minister Mr. Balcer, closing the debate on the second reading of the 

bill explained the government policr on branch line construction thns: 

There is no donbt that the present project is self
snstaining; therefore the C.N.R. will not need aqy 
subvention and the government will not have to assume 
part of the construction costs as happened in certain 
cases, esnecially for the Chibougaman railwa.y. As I said, 
each of those cases must be stndied on its own merits. 
It is not always possible to jndge or decide on the need 
for a railwa.y simply on the basis of whether it is self
snstaining, and wh ether i t will be so at once. It is 
often necessary to extend rail service to certain areas 
in order to foster their development. In maqy cases, and 
for a few years, a raih1a.y is not self-sustaining. Then 
the C.N.R. asks the government for a subvention to help 
cover the deficits of the first years. 

Besides, I believe that my Hon. friand fonnd ont 
that the same practice bas been followed in the past and 
on many occasions. 2 

Throughont this discussion of the opportuni ties and methods of 

control, the discussions on the annual reports of the public corporations 

have been omitted. This omission was more or lesa deliberate becanse 

of the special practice prevailing in Canada. Unlike the United 

Kingdom, where Parliament has al ways seized on the opportuni ty to 

debate the contents of these reports, the Canadian Ronse of Corm:nons has 

usual1y 1eft the job to its varions cammittees. In the House itself one 

very rare1y he ars the se renorts being mentioned. Al though both the 

Canadian Broadcasting Corporation and the Ca:nadian National Railways 

are required to submit, through the ministers in charge, annual reports 

1. Debates, (1960-61), P2105. Mr. Chevrier explained that in the 
past the Canadian National had nndertaken construction of 
branch 1ines on behalf of the government and, as sncb there 
were two po1icies. He, however, wanted to know if this 
distinction wou1d continue in the future. 

2. Ibid., P2107. 
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of their operations, the House generally contents itself -vrith a 
1 

ministerial statement that the report bas been tabled. However, this 

does not prevent the ministers concerned, if they 1~sh, from summarizing 

the contents of such reuorts on an auurouriate occasion. For example, 

during the consideration of the CBC estimates in 1956, the Minister of 

National Revenue summarized the contents of the annual renort of the 

corporation and exnressed his hope that this would lead to further 
2 

discussion on the contents of the said reuort. The members, on their 

part, have used the contents of these renorts on varions occasions to 

illustrate their uoints of view or for criticism of a corporation. 

Such a summary or passing references do not exhaust the interests 

of the members in seeking further clarification from the government and 

the management about a public corporation. The best ulace for this is 

the committee of the House appointed for such a purpose. The affairs 

of a "9Ublic corooration ·tvill get adequate attention when the motion to 

appoint a select committee to examine the report and accounts of a 

corporation, is introduced in the House by the respective minister. 

·This motion is debatable and allows the members to raise any questions 

concerning the corporation to be revie\ved. 

The government usually has not permi tted very general or very 

detailed discussion to take ulace on this occasion. As far back as 

19hh, Pri."lle Minister Mackenzie King ob,jected to the discussion of earlier 

Committee reuorts on broadcasting as they were not relevant to the 

1. Among the other occasions Hhen the House 1dll hear about these 
reports are on the motion to anpoint a select committee to go 
into their contents and \·Then the commi ttee 1 s reports and 
recommendations are received by the House. 

2. Debates, (1956), P6599. 
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motion. He said: 

The motion before the house is to set up a conmittee; 
it is not to discuss the report of a previous cammittee. 
I would say that the discussion should be confined to the 
motion. Earlier in the week 1-re spent two days tT"~fing to 
get a connnittee on vrar expenditures anpointed. Time was 
taken up, not discussing the merits of having such a 
committee appointed but in discussing a nrevious report. 
I do not think the time of the cammittee should be 
further consumed in that way at this tirne. There will be 
an opportunity to discuss the whole radio broadcasting 
question in supply or on other occasions, but in the 
setting up of a cammittee I submit that the discussion 
should be limited to th-e motion. 1 
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The opposition did not agree to the suggestion of the Prime Minister 

on the grounds that it would make the debate on the motion meaningless. 

Mr. Hanson of the opnosition argued that such a restricted debate 1v-ould 

deprive the members, who are not going to' be on the proposed committee, 
2 

the chance to exoress the views and suggestions they represent. An.other 

member, Mr. Hansell, exoressed a similar vie>-r, 

that 1men a cammi ttee is being set up, the hon.members of 
narliament have the right to e:xpress in narlia.ment 1v-hich 
is SU?posed to b~ the voice of the people, what they 
eX9ect of our.government-ovmed broadcasting corooration, and 
of broadcasting in general in Canada, in order that the 
dommittee, when set. up may take into accottnt the matters 
that have been b3ought befo~e narliament by the people's 
representatives. 

Despite the limitations that are generally accepted as accompanying 

such debates, the House gets occasion to hear grievances or criticiS'Il 
4 

about the operation of a corporation. The role of the speaker in 

1. Debates, (1944), P866. 

2. Ibid., P867. 

3. Loc. Cit. 

4. For example, during the debate on the motion to appoint a select 
committee on broadcasting in 1961, Mr. Simpson (from Churchill) 
pointed to the need of C.B.C. T.V. facilities in certain parts of 
Northern Manitoba and urged the government and the C.B.C. to take 
action. An.other member criticised the C.B.C. for becoming an 
instrument in the hands of subversive and anti-Canadian elements in 
the country by according i ts broadcasting facili ti es to anyone 1d thout 
adequate safeguards. Debates, (1960-61), Pl492~94. 



detennining the scope of such de ba tes is very significant. For 

examnle, in 1944, the chair entertained the objection raised b.i the 
1 

Prime Minister as to the scope of discussion on auch a motion. Again 
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in the 1960-61 session of Parliament the chair asked a member to refrain 

from discussing specifie aspects of management at lengths more than 

>tere justified by the immediate purpose of such a debate - whether or 
. 2 

not to appoint a select committee. Much will also depend, as regards 

the scope of these debates, on the wording of the' motion. While the 

chair has been strict in restraining members from discussing matters 

of minute detail, it has also discouraged them from going too far afield. 

For example, during the discussion on a motion to appoint a Sessional 

Connnittee on Railways, Airlines and Shipping, one member asked the 

government to state what was i ts national transportation policy. The 

speaker brought the member to order and ruled: 

In my view he is straying away from the subject matter 
of the motion before the bouse. This motion does not permit, 
to my mind, a general discussion on the problems of transportation 
or on all problems which concern the C.N.R ••••••••• 

Generally speaking, on a motion to set up a élonnni ttee the 
only questions which are relevant are those mentioned in the 
motion and especially the expediency of set ting u:p a connni ttee. 
I do not wish to bè too restrictive, but I leave this suggestion 
with the lion. member. :; 

1. See Speaker•s ruling on, Debates, (1944) P870. 

2. The chair also expressed the view.that if the House was to occupy itself 
with minute details about a corporation, there would be no need 
for a connnittee at ali. 11As I have said earlier in·this debate 
and on previous occasions, and this was also said by my predecessors, 
the discussion of matters which will properly come bef ore the commi ttee 
is relevant only by way of illustration of the need for the committee, 
or the desirability or otherwise of proceeding 1dth the committee." 

Mr. Speaker. Debates.z (1960-61) Pl482. · . 
See also P241~ Ibid., for a similar ruling during the discussion 
on the motion to appoint the Railway Committee. 

3. Debates, (1960-61), P2468. 
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One would tend to conclude that the debates on this type of motion 

are quite restricted in sc09e and content. The chair is particularly 

active in keeping the gamut of these debates within reasonable lL~ts. 

The various rulinrrs quoted so far shmv an awareness on the part, at least 

of the chair, of the different opportunities enjoyed by Parliament to 
1 

exercise its influence on the public corporations. There ought to be 

no occasion where the House s1verves off its course lihile discharging the 

i'unctions of a controlling and enquiring body. If the members were 

allow·ed toc much latitude in these various opportunities there would be 

a tremendous waste of time and energy beth for Parliament and the 

government. Moreover, much of the effectiveness of the discussions as 

instruments of public control would be vitiated. 

(3) PARLIA}ŒNTARY COMMITTEES: 

This brings us to the third technique of parliamentary control -

the various committees of Parliament, appointed for the express purpose 

of obtaining a cQm?lete and clearer persnective of the administrative 

mechanism. It would not be out of place here to discuss briefly, the 

main 11 raison d 1etre" of the parliamentary commi ttees. The most common 

reason is that they help in ·t-rhat Arthur Meighen once said, "spreading a 

little irl.der the heavy burden that more and more devolves upon us as the 

Parliament of Canada11 ; and for enabling us 11 to secure from the hon. members 

what they are capable of doing in the exercise of their functions as 
2 

ivatchdog of nublic interests11 • Secondly, experience bas shown that 

committee deliberations are more intimate, instructive and less nartisan 

1. See Chair 1s remark on P2470 of the 1960-61 Debates. 

'? -· Debates, (1921), P1590. Italics mine. 



1 
than discussions in the House. Also a commi ttee provides a va.luable 

_opportuni ty for the management of a public corporation to appear before 
2 

that body to explain its programmes and plans in greater detail. Thus 

a cammittee entrusted to examine the operations of a public corporation 

will help the management nto establish_ themselves with the public 

more than they can do by any other means to which they may resort to 
3 

inspire or to obtain public confidence". 

A parliamentary committee, a.lthough a usef1ù innovation, 1-ras not 

intended to dictate but to educate both the government and Parliament 
4 

in the formulation of policies. The parliamentary committees in Canada 

have played a very active role as instruments of narliamentary control 

over the public corporations. As we 1v.ill see presently, the two 
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corporations under study have greatly benefited from the deliberations and 

recommandations of the Broadcasting and Railway Committees. In fact, 

the government as well as Parliament drew heavily upon the suggestions 

and recommandations of the varions parliamentary .committees on 

1. Ibid., P1188. 

2. By tradition the board o~ a public corporation ·cannot appear 
bef ore Parliament i tself. Its official spokesman in the Hou se -
the minister in charge - is not a.lw~s a very useful agent to 
exolain to the people 1s representatives its problems and 
difficulties. A direct confrontation between the management and the 
M,.'P.s a:s such, serves a useful purpose in this respect, through 
the instrumentality of the Committees. 

3. Debates, (1921), P1581. 

4. During the debate on the motion to appoint a committee on 
National Railw~s, one member outlined the role of such a 
committee as 11 the instrument for disclosing full information 
that is much needed, all of which would go to inform parliament, 
to educate the country and thus· gradua.ll:y evolve a sound 
public l)olicy" • Ibid., Pl580. 



broadoasting, with regard to future pol:icy and administration in this 
1 

developing field. Likewise over the years, the Sessional Committee on 

145 

Raihra;rs, Airlines and Shipping· bas proved very useful both to management 

and government as a means of improving organisation and formulating 

polioies. 

Th~se parliamentary conunittees oan be divided into two groups. 

Firstly, a public corporation oan be examined by the standing commi ttee 

on Publio Aooounts and seoondly by a special or sessional committee. 

The Standing Committee on Public Aooounts as its name suggests 

is a committee of the House charged vdth the function of examining the 

publio aooounts of Canada. It dates baok to the first Canadian 

Parliament after Confederation. After a some1mat vigorous start, the 

Committee fell into a state of inaction and ineffectiveness. For 
. 

many years it did not .meet at all, and muoh of its usefulness as an 

instrument of public control, especially over public expenditure, was 

lost because of 11 its large size, its composition, its partisan attitude, 
2 ' 

and the infrequency of i ts meetings11 • 

1. For a br±ef aocount of sorne of-the recommandations adopted by the 
government, see Chapter I of this work. 
Speaking of the meri ts and defeots of a parliamentary commi ttee 
Professer '\-Tard summarised them thus: nAt their weakest, the 
oommitteesoould degenerate on occasion into personal vendettas, 
as did the special oommittee on the Civil Service Act in 1938; 
and they could bow too readily to ministerial influence, as the 
commi ttee on .:publicly ormed rail ways and shipping tended to do 
after 1936, in the face of the formidable C.D. Howe. At their 
best, the committee, which was frequently unanimous, provided 
Parliament with information on obscure topics, and frequently 
made critical findings and recommandations which obliged the 
government to justify or alter its position11 • 

Norman 1i1ard: The Public Pur se: A Stu . in Canadian Democrac 
of oron o Press 2 , P • 

2. Quoted in Musolf: Qe• Cit., Pll7-l8. 



Hm-;ever, Prof essor Ward in his recent book is of the opinion 

that the ôommittee on Public Accounts has been gaining in imnortance as 

an active instrwnent of parliamentary control since the early'5o•.s. 

The Comm:ittee instead of provi.ding a protective shield to the government 
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as it has been suspected of doin~ up to no-v1, especially where there was a 

large government majori ty in i ts membership, has seriously addre ssed 
1 

itself to the task of a careful scrutiny of public expenditures. As a 

result it has recaptured the lost confidence and respect of the House 

and more especially of the opposition. The Diefenbaker government since 

its ascent to pm-rer has tried to give it more semblance of indeuendence. 

Since 1958 a new precedent has been set in that the dommittee is now 

cha±red by a member of the O?position, a fact which has ~ne a long way 

to restore the general confidence. 

In spite of its infrequent sittings the committee on ~1blic 

~.ccounts has not been com:pletely ineffective. By tradition the committee 

has gathered to i tself an aura of prestige and influence and i ts reports 

have generally been gi ven <ride pub li city in the press and have drawn 
2 

respectful consideration from the government and its various d~artments. 

The Public Accounts Commi ttee has shown in te rest in the problem of public 

control over the public corporations. It was on its suggestion that 

since 1952 renorts and accounts of all Canadian public corporations 

are included in the second '\ltt'llume of the publication - 11Public Accounts 

of Canada11 • The Commi ttee, hmrever, 1rras aware of the limitations in this 

and suggested that the investigation of accounts and operations by select 

1. 1tlard, o,p. Cit., P206-7 andP223. 

2. Musolf, Op. Cit., Pll8. 



or special eommittees should be extended to more and more publie 
1 
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corporations. Above all the Auditer-General audits the aeeounts of all 

exeept seven public corporations. This enables the cammittee to utilize 

the experience of the Auditer-General - a procedure unknown in Great 
2 

Britain. The Financial Administration Act (Part VIII) 1951 enables the 

Auditer-General of Canada to be appointed either as an auditer or Joint 
3 

Auditer for any Corporation. Further, the Auditer-General usually adds 

his prefatory remark to the general financial statements about the publie 

corporations, contained in the second volume of the Public Accounts of 

Canada. All this 'Outs the Canadian Audi tor-General in a very· different 

position from his British counterpart vis-a-vis the public corporations 

and committees. 

The Public Accounts Committee of Canada therefore, is possessed of 

great potentiality as an instrument of nublic control over the coT'Oora.tions. 

However, it has not been very aggressive in this field, for three reasons. 

Firstly the Committee has shown its faith in and apnreciation of the 

ability of the Auditer-General. Secondly, it has been realistic in 

acknowledging its functional limitations and its laek of penetration 

as compared with the Select or Special Committees with their clearer terms 

of reference. Finally, the committee has shown its preference for 

avoiding any major upset of the managerial autonomy symbolised ·in the 

1. standing Committee on Publie Accounts, Minutes of Proceedings and 
Evidence, (1951), 2nd Session, Plll. 

2. It may be added that in Britain there have been several suggestions 
to Drovide an expert as adviser to the vari6us Select Committees 
on Nationalised Industries in place of the Auditor-General, who 
cannet examine the books of the British Nationalised Industries. 
It has been said that without an expert 1s assistance sueh committees 
cannet effectively exercise control over the corporations. 

3. Statutes of Canada, (1951) George VI, Chap. 12, Sec. 77 (2). 



148 

1 
public corporations. 

We shall now turn to discuss the impact of soecial or sessional 

commit.tees of the House on the public corporations. Canada bas been using 

this form of eommittee investigation for a few of her public corporations 

for a long tLme •. Because of the preoccupation of the House with 

legislative business in the main, it has generally had to rel.y .on its 

sessional or select committees to examine the operationa.l side of a 

corporation. Since the nresent study is confined to the CBC and the 

C~tR, we shall concentrate on the workings of the Sessional Committee 

on Railways, Airlines and Shinping and the Special Broadcasting 

Commit tee. 

The Sessional Commi ttee on Railways has been very regular in its 

annual meetings. It has shown a remarkable degree of endurance in the 

face of the stresses and strains of changing governments in Ottawa during 

its life of thirty-six years. In the main it has. been bold in its 

eriticism both of management and the government with the result that 

many useful and important changes have been introdueed. On other 

occasions it has demonstrated a degree of deference and complacency 

which has led many to doubt the Ùoint of it meeting at all. 

This Commi ttee has also nrovided a valuable forum for the railway 

management and the. members of the Comm.ittee. The management for exam:ple 

has used these committee appearances to push its claim for a greater 

share of government business than is given to the CPR. The members have, 

besides communicating the wishes of their constituants on railway 

services, used the commi ttee meetings as a media of sales promotion for 
2 

a particular commodity of·their eonstituencies. 

l. Musolf: Op. Cit., Pl20. 

2 • Ward: Op. Ci t., P26l-62. 



The Sessiona.l Oommi ttee gets i ts authori ty and tenns of reference 

for the investigation of the CNR through a resolution passed b.1 the 

House. The House has been.very conscious of the fact that the Railw~ 

Oommittee is a subordinate agency and should not in aQY w~ apnear to 

be more powerful than the House itself. However, due to the fact that 

the committee bas a much narrower field to survey and because of its 

different characteristics from those of Parliament, it bas been able to 
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give much more careful attention to the problems of the Oanadian National 

Railways. Through the years a practice has been established of members 

of Parliament raising any matter affecting management in committee, 

rather than in the House. For examnle in the vear 1952 members tried - . 
to discuss the transfer of a 0}1R hotel manager from Winnineg to Brandon. 

The opposition insisted that the Transoort Minister must provide the 

necessary information about this transfer, which they suspected, was 
1 

made follo1dng political pressure from outside the management. The 

Transport Minister refused to deal with the question in the House as it 

concerned managerial matters 1mich wcre 011tside his control. The 

Minister, hmvever, sn~gested to the interested member that he raise his 

question in the sessional co11111ittee which ivould have the opportunity to 
2 

examine the management !'ersona.lly. 

This seems to leave the impression that a member of the committee 

is at liberty to raise any matter relating to the administration of the 

corporation. To some extent this is true, but one must remember the 

1. For full story of the transfer of Robert Pitt, Manager Fort Garry 
Hotel, Winnipeg, see the Minutes and Proceedings of the Sessional 
Oommittee on Raihrays, etc. 1953, P90-147. 

2. Debates, (1952), P657. 



150 

operating limits of these committees. Firstly, all such committees are 

creatures of the Bouse and are entrusted with certain specified functions, 

which they cannot exceed. Secondly, even within their permitted field 

of investigation, the committees are obliged to accent the right of the 

management to refuse answers to questions which may, in the opinion of 
1 

management, be prejudicial to the interests of the business. 

The sessional committee on Railways, has usually shown a fair 

degree of understanding for the snecial problems inherent in a corporate 

form of management. During the discussion in the 1953 sessional committee 

of the "Pitt incident", one member tabled a resolution asking for papers 

and correspondence from the CNR management, concerning the transfer of 

Robert Pitt from 'Winnipeg to Brandon. The chairman of that year's 

1. During the committee investigation of the C.N.R., one member 
wanted to know the priee C.N.R. was paying for eharcoal. To 
this, the president of the railway renlied: 11 It has been clearly 
established praetice, I believe, through this committee, that 
Canadian National Railways are not required to divulge the priees 
at whieh it buys materials which are purchased by tender. It 
would obviously be unfair to the people who tender, and it ~vould 
make it impossible for us to get competitive bids 11 • 

Mr. Gordon to the 1954 Sessional Committee on Railways, P84-85. 
Again in 1959, Mr. Gôrdôn reminded the committee of management's 
right not to disclose facts which may prove harmful to the C.N.R. 
Mr. Gordon explained to the committee the cases where mana~ement 
has refused to provide the commi ttee wi th information. He 
enumerated them as: 

(i) in cases 1vhere such information disclosed would constitute 
a breach of confidence or violation of privacy affecting 
those doing business with the C.N.R., 

(ii) such information as that from the nersonal files of 
offieers and employees, 

(iii) information prejudieial to the competitive position of 
the C.N.R., 

(iv) information tending to restriet the ability of the C.N.R. 
to buy or sell on advantageous terms. See 1959 Sessional 
Committee on Railways, Pl97-99. 



1 
committee ruled the resolution as out of order. The committee has 

also prevented its members from indulging in an inquisition which does 

not in any way contribute to the accountability of public corporations. 

The me.rnbers of the commi ttee, individually, have also shown a tendency 

to raise very trivial matters affecting the CBC or the CNR in the 

respective committees. In the 1959 Railway Sessional Committee, for 

exarnple, the chairman requested the members 

to take as little time of the committee as possible in 
making speeches which would indicate our desire to tell 
Mr. Gordon how to run the railroad. We are here to 
enquire from him how he is running it. I think our duty 
is to ask questions to find out, under our orders of 
reference, and to investigate the present situation rather 
than to go into fixed oolicy or tell the management how to 
run the railroad. 2 
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The chairman and president of the Canadian National Railways, Mr. Gordon, 

also told the Railwa;y Committee not to occupy itself with the minutest 

details of operation. He explained to the Committee how much stress 

this annual appearance before the Committee was causing him and his 

officers and thereby undermining their abili ty to give time and thour)lt 
3 

to the actual administrative problems facing the organisation. He 

1. See Minutes and ProceedinP.s o:f the Sessional Committee on 
Railwa;ys, {1953), Pl07. , 

2. Sessional Committee (Railways, etc.), (1959), P83. Again in 
1961, the members of the Committee were reminded of their exact 
business in the committee - See Minutes and Proceedings of the 
Sessional Committee on Railways, (1961), P202. 

3. Sessional Committee on Railways, (1959), P210-ll. 
Mr. Pickersgill also had a similar view about the job of the 
Snecial Committee on Broadcasting when he criticised some 
members of the committee for raising trivial matters of 
administration. By doing so the commi ttee was in a way 
usurping the rights and functions of the Board of Directors 
of the C.B.C. The main task of the committee he said, was 
"to review the work of directors, and not to attempt to run 
the administration or to go into all the details of the 
administration11 • See the 1961 Snecial Commi ttee on 
Broadcasting, P528. 



submitted it to the committee that their main job was to tell the 

manage'nent of the CNR if it was efficient or not. At times members of 

a committee have found justification for their penetrating queries 

about a public corporation, for example in its heavy outlay of public 

funds. In the 1961 Special Committee on Radio Broadcasting one member 

explained why i t should investi gate CBC operations minutely, in the se 

1-rords: 

It seems to me that one of the reasons for the committee 
being in existence is to investigate whether or not the 
money that is used from the public funds is justified, and 
the c,.:tmulative total seems to me rather m~aningless. rr,less 
in cGrtain areas we can get specifie information the whole 
noint of our enauiring is lost. It means little to me that 
it cost $26 million to run the C.B.C. in a certain area. I 
knou there are ether people checking the expenses of the 
C.B.C. from an ru1ditinf point of view but, after all, it is 
our duty to justify or not justify the gen~ral exoenses for 
the expansion of the C.B.C. That presents a very difficult 
problem for us, a.Tld may be the importance of the line of 
questioning pursued by Mr. Pratt should override the 

1 sensitivity and miner difficulty which it might cause. 

As regards the deliberations of these committees it is rather 

difficu.l t to generalise on the course they take. However one at ti tude 

permits generalisation and that is that members of the committees as 

well as the House are conscious of the relatively wide latitude given 
2 

them to discuss a question they wish to raise about a corooration. 

One also must not forget the partisan nature of thesA committees. 

Though the narty lines are less distinct there, they are not totally 

non-existent, for the opposition members on a committee feel temoted 

to look for nolitical gains out of the committee 1s deliberations. 

At times their penetrating investigation of a corporation is not 

implemented as a corrective move, but as an attempt to exnose the 

1. Snecial Committee on Broadcasting, (1961), P515. 

?.. See Debates, (1960-61), P4852. 
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government of the day. Thus in the 1953 Railway Commi ttee, the 

opposition members were rather tenacious in their charge that there had 

been political interference in the CNR management. The committee 

examined the nresident of the C}tR for six hours about the transfer of 

a hotel manager; with a view to discovering political pressure for this 

action. In all such cases where the discussions seem to point to a 

censure of the government, the members of the committees will rally under 

their party bannera. Almost always all such committees have a majority 

of members supnortinf" the government. Airy move therefore intended to 

censure the government will be voted down. On other occasions, the 

committee deliberations are coloured by the personal nredilections 

of the members. For example, a few supporters of the government 

criticised the management of the CBC and the C}m in the last session of 

the House and in the two committees. They were suspected of being 

under the pressure of lobbies determined to discredit public ownership, 
1 

and to see these corporations as manifestations of 11 creeping socialism11 • 

Within these limita and despite a few drawbacks the broadcasting 

!Pld railway committees have been useful adjuncts to Parliament for 

enforcing the public accountability of the two corporations reviewed 

in this stud:y. In spi te of the frequent complaints by management against 

the vituperative desire of some committee members to prod their way 

into trivial matters, the general mood prevailing in committees and in 

management, has been that of cooperation and mutual understanding. 

Both committees have expressed their understanding and appreciation of 

1. Cf. The Montreal Star, July 20, 1961 (ed), 11 Crown Coroorations 
and their critics11 • 



the difficulties faced by the management of these two corporations. 

The two cammittees have been asked to study the ca~ital and operating 

budgets of the OBC and the CNR. In the former case, the committee has 

been able to utilise the expert services of the Auditor-General of 
1 

Canada 1mo audits the accounts of the CBC. The capital budget of the 

CNR which requires parlia~entary authorization receives a careful 

examination in cammittee where the management is on hand to explain 
2 

any matter raised. The committee members on their part seem to be 

aware of the benefit committee investigations have brought the country 

and the coroorations as a Who le. S-peaking in the 1961 Sessional 
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Cammittee on Railways, Mr. Horner exolained the useful contribution 

that can be made by the committee. He said: 

ile can bring new life, a fresh approach and a fresh 
vimipoint which may be of assistance to the president 
and his staff. They may be the beat staff of any 
railroad s,rstem in the world, but they are not perfect, 
they are not omnipotent and they are not omniscient, 
I say that the railroad is gaining out of these cammittees, 

1. The Auditor-General was called as witness by the Snecial Comm.ittee 
on Broadcasting when the C.B.O. finances were under camnittee 
investigation. The commi ttee asked the Audi tor-General• s opinion 
on the present system of financing the public broadcasting 
services. The Auditor-General, in principle, exnressed his 
approval for the nresent method through which the C.B.C. gets 
needed funds. 

Vide Minutes and Proceedings of the Special Broadcasting 
Cornmittee, (1961), P741. 

2. Professer Ward expressed his doubts as to the effectiveness of 
the Sessional Committee as an instrument to reinforce Parliament 1s 
control over the Canadian National expenditures. He thought 
that although the Committee, as one of its tasks has been entrusted 
1d.th the scrutiny of the C.N.R. budgets, it generally has anproved 
all such estimates submitted to it. He also discovered that the 
Comm.ittee, while occupying itself with the task of examining the 
C.N.R. budgets, has generally used these occasions more to discuss 
local asnects of the corooration than the overall financial 
problems of the Canadian- National Railv1ays. \.Jard: On. Cit., P261 •. 



that instead of complaining about the work yeu have to 
do to orenàre for this conunittee - and this is the only 
one you mâke in the year - yeu should be glad that this 
committee is a functioning committee, a good committee 
and a worthwhile committee.l 

To conclude this discussion on conunittee inve~tigation, one might 

add that such investigations are generally inspired by the intensity of 

interest shown by the members of Parliament in a narticular affair. 

The ultimate cause of such interest may be either in the members' 

greater understanding of a certain administrative or policy oroblem, 

or may very well be created by the oressure of public interest. In 

either case the result is the same. 

The fact that beth the CBC and the CNR and more especially the 

latter, have exoerienced almost incessant committee investigations 

proves beth the factors mentioned. The CBC because of its importance 

as an instrument of communication and information has generally raised 

the greater interest in the House. In a society based on the 

princinles of freedom of thought and eJC!)ression, the individual M.P.s 
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have stood as watchdogs to see that no single group or oarty gets an undue 

advantage from the use of the mass media. Set against this the Ca.nadian 

National Railways has provided a more tangible form of service, and 

has attracted equal interest both from inside and outside Parliament. 

1. Minutes and Proceedin s of the Sessional Commi ttee on 
Railwa.ys 2 Airlines and Shinping, 1 1 , P302. 



.SlJt.1MARY AND OONCLUSIONS 

. The present study reveals that the grmvth of public 01mership 

in Canada has been influenced by both pragmatic and national 

consideràtion2. It was adopted in the railways and broadcasting as 

the best possible solution to the problems of the time. That the well 

established CPR was left alone to ouerate in competition with the 

C1m is an indication of the pragmatic basis on which the public 

enternrise vras established. Underlying this dualistic arrangement '::rere 

elements of 1flaissez-faire11 tradi tionalism. As we sa1-r in the chanter 

on the develonment of public ovrr1ership, the country abhorred the idea 

of a monopoly in the operation of the railways, be it a nrivate or a 

nublic one. 

The situation in broadcasting was different in that !)Ublic 

ownership was adopted not to save the collapsing private railways, 

but to further develop and supplement what private broadcasting had 

already accomplished. Nor was public broadcasting launched as a 

campetitor to the private operators but as a means to ensure a 

distinctly Canadian content in orogra:m:ming wi th the help and co-operation 

of the private stations. In the actual operation, public broadcasting 

was seen as serving the national interest and was not exoected to show 

any connnercial inclinations. The Canadian National, on the contrary, 

was exoected to pay its way, desoite the fact that its fonnation as 

a public corporation itlas in large measure due to i ts complete failure to 



show any profit as a nrivate enterprise. 

To the general question of publie ownership in Canada, the 

eountry's ti-ro major politieal parties - Conservatives and Liberais -

have disliked the idea of being doctrinaire in their approaeh. The 

Conservative Party whieh is generally thought of as the party of free 

enterorise, has been one of the main eontributors to the growth of 

publie ownership in Canada. The Liberais, though displqing greater 

readiness to aeeept publie ownership in theory, have foreefully denied 

the label of a publie enterprise party. 

One idea that runs like a thread through the theor,r of publie 

business and is not ver,r he al thy eonsidered from the point of view 

of the publie interest, is to see public enterprise as subservient 

to private ownership. Suggestions have come from this school of 

thought that the state should undertake exploratory 1-1ork in new areas 

of economie development, develop them and once they are on their reet, 

hand them over to nrivate business - in essence a plan to subsidize 

nrivate profits from publie funds. This type of approaeh to the 

nroblems of ovmership suggests an underlying belief that prospects of 

profit are more efficiently exploited by private enterprise, while the 

role of the state is to provide large capital outlays and subsidize 

essential community services that run at a loss. This same belief sets 

efficiency in false opposition to the nublie interest as if they were 

incompatible. Y et the problem is rather one of working out a balance 

between these two opposites. 
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However, the trouble does not end here. Once the state is 

forced to assume an unprofitable undertakin~, complaints begin to 

pour in that the public is bearing the bulk of oost. This point 

is illustrated in the history of both the CBC and the C~IR. Over 

the years it has been a cammon complaint that these two corporations 

are costing the taxoayers a fortune, yet there is little realization 

of the difficul t conditions under which they opera te. It is true 

that the Fowler Commission on Broadcasting recammended the OBC to 

search for more of i ts profits from the advertiser, but the 

increasing number of private radio and television stations have 

tended to erode the prospects of the OBO in this direction. As for the 

Oanadian National and its old rival the CPR, both now confront the 

increasingly fierce challenge and encroachment of the fast growing 

road and air transport services; above all both continue to operate 

lmder much strie ter statutory limitations (reminiscent of the ePa of 

railway monopoly) than any business can nrofi tably be ar. The MacPherson 

Royal Commission on Transportation pointed to this anomalous situation 

thus: 

The competitive position of the railways has been 
serlously weakened, we are convinced, because of the 
burden which the railways continue to carry as a 
legacy from the monopolistic environment of the past. 
It is a burden which, in our viet.v, derives in part 
from nublic policy and in part from policies pursued 
by the railway industry. This burden, which bears 
upon the plant, the rate and the regulatory structure 
wi thin which the raihvays opera te, nrevents them from 
adapting fully to the new competitive environment 
and must be lifted if the railways are to take their 
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place in a transportation system 't.ftlich adequrtely 
reflects the needs of our Canadian society. 

Another important problem that bas been discussed in this work 

is that of the most efficient form of management for the public 

corporation. The deoartmental model of administration bas not fo1md 

much favour in Canada. Different arguments have been advanced against 

it of which the most common is that state owned business is different 

from other state entities and is most similar to a orivate enterorise. 

Consequently, that form of management ought to be adopted which has 

worked best in nrivate business. A second and more controversial 

argument has been that state business should be insulated from 

uolitical interference and this can be best achieved by entrusting 

the mana~ment to a body outside the denartmental orbit. The difficulty 

with this line of argument is that publiè owned business cannot be 

divorced from politics in the same sense as can private business. 

The very adoption of public mmership brings poli tics into su ch 

business. Of course, the distinction can and should be made between 

unhealthy oolitical interference and the inevitable nolitical control 

that follows the moment the nublic interest is involved. ~tt the same 

argll.ment can equally ,,rell be put in favour of the civil service 

administration. Once it is accented that nolitical concern (if not 

interference) is inevitable in a publicly owned business then there 

c~ be no excuse for the situation where this concern has to onerate 

in the dark ~rlthout adequate public knowled~e or discussion. 

1. Report, March 1961, Vol. I, P2R. 
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Thirdly, a tyn;ically Canadian a.rr!11ment put forward in su:nnort 

of the nrinciule of co~orate indenendence has been that a state 

enternrise, ouerating in competition ~dth a privately owned comnany, 

should not be asked to make public more than its rival does to its . 

shareholders. Arry excess in the auanti ty or quali ty of information 

that is available to the public about a public business, will seriously 

damage the con!!Jetitive nature of that enterorise. Although this 

argument appears more convincing than others, it does not justify the 

veil of secrecy under which the country and Parliament are forced to 

live in rer:ard to the nublic enternrise, more especially when the 

enterorise in question is subsidized out of the public purse. Further, 

the argument is spurious since rivals in business generally do know 

about each other and si.'Tlilarl;)r i t cannot be applied to a public 

enterorise which is non-cornneti tive. The crux of the i'l'hole question 

is that the cornorate form of management seems to provide a compromise 

between on the one band, complete indeuendence from political control 
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to ensure that objectives (decided by political processes) are achieved 

without ,xnnecessary political interference and, on the other, comnlete 

dependance on political control to ensure that no objectives are achieved 

~dthout full nolitical discussion. 

The question of accountability and the means of enforcing it have 

also been given due consideration in the uresent study of the CBC and 

CNR. Canada seems to have an implici t faith in the theory that 

competition urovides the best safeguard of the public interest. 



Nonetheless, the question of public regulation and control over the 

public corporations has not been neglected. The various incorporating 

acts have taken due care to ensure that the chain of accountability is 

not broken with the adoption of a coroorate form of management, and 

consequently, the two corporations under review are subject to a very 

elaborate ~stem of control by the government and ultimately Parliament. 

Unfortunately, Parliament has not been generons in believing in the 

bona fides of either the government or the management, both of which 

in the last analysis are subject to parliamentary mandate. Ministers 

at times have been temoted to use 11behind the scene 11 tact.ics to 

influence management, with the result that Parliament's field of 

perception vis-a-vis the public corporations has been unhealthily 

one-sided. The real nroblem is not so much to eliminate the susnected 

ministerial pressure tactics on management, but to make clear to 

Parliament the fact of its increasing reliance on the government to 

exercise and enforce its ultimate authority,not only in the corporation 

but in the supposed strongholds of parliamentary rule i.e. the civil 

service administration. If Parliament will quietly accept the leader

shiP of the government in the latter field, there is no reason why it 

should cry for the indenendent exercise of i ts own authori ty over the 

management of a cornoration, a management which has been intentionally 

removed from the usual snhere of parliamentary interest. 

Occasionally Parliament has protested the secret board-minister 

consultations on the grounds that it feels by-passed. But it is a fact 
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that wi.th the ~?rowing comulexity of administrative science, a 

Pa.rliament comurised of laymen· and amateur administrators, ?as no 

other choice but to content itself with the role of a body representing 

the collective commonsense of the community. If. it tries to tell the 

exoerts not what to do but hmv to do it, it will make its own position 

ambivalent and even ridiculous. 

The Canadian Pa.rliament has at different times shown all these 

tendencies. Throughout its scrutiny of the Canadian National Railways, 

for example, it has been tempted more to tell management what to do 

th an asld.ng the management what i t has done and why. Parliament is 

at its best not when it tells management how to run a business but 

when it tries to learn what has been done. At most, Parliament can 

exolain its wishes to management. This position then raises the 

question of whether Parliament is possessed of adequate techniques 

through 1v-hich it can express and implement its wishes, and whether 
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there are sufficient opportunities for thé:ir exnression. This constitutes 

the crucial point for viewinp; the structure and function of public 

ownership e89ecially in a country wedded to the principles of 

resuonsible government. A review of the methods and opportunities 

for parliamentary control over the CBC and CNR leaves the impression 

tha.t the opportunities are fairly extensive; what is seriously lacking 

is not so rouch the number of methods and opportunities, but 

pa.rliamentary discipline on the uart of those who use them. A more 

orRanized auuroach by the meinbers of Parliament and the varions committees 



to the problems of corporate accountability should go a long >'fay to 

reinforce and revitalize these techniques. 

In addition, Parliament in order to recanture its status as a 

general reviewing body will have to interest itself more in overall 

problems of management than in bickering over minor details which 

can very adequately be dealt with outside the parliamentary arena. 

Somehow members both in the House and in the tv-ro commi ttees which study' 

the operation of these two corporations under review, have tended t.o 

spend extra-ordinarily lon~ hours scrutinising those matters which 

cannot substantially achieve the main purpose of accountability. This 

h01vever, is not to s1.1ggest that all the discussions and examinations 

in the respective committees or ~vithin the House itself have been a 

tremendous waste of time and effort. B11t it remains true that a 

more effective use of these techniques is a much to be desired need. 

The re is one other point vrhich deserves mention here. 

Intentionally or otherwise a tendency has developed in Canada to 

compare the resulta of operation of the C~~ for example ~rlth ~h~t of 

the 'rlrivately owned CPR. This "balance sheet" mentality is not always 

the best and only guide in deciding the efficiencr,v of an enterprise, 

egpecially 1-rhen the 1)rimary aim is to serve the nA-tional interest. 

No one has ever disouted the invaluable contribution of the CBC in the 

cultural, field. Y et the comnlaint has been 1·rldesnread that national 

broadcasting is costinp. the taxnayer too much. If ~ service is 

devoted to national ends, the cost is or should be a secondary 



problem. Similarly, the CNR has been a pioneering enterprise in 

openinp: ur> new areas of economie development. Ironically enough i t 

has been quietly forgotten for the services it initiated, and the 

i.mnortance of uhich in the course of time has tended to be eroded by 

the increasing competition from the road transport services. A 

realistic Parliament while enforcing its control must note these 

characteristics which are prominent .in a fair number of the Canadian 

public corporations, and allorif them to gnide its actions and policies 

for the greater efficiency and service of the national interest. 
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