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PEAFLACE

This report, the second on the subject of Index Numbers of
Freight Rates issued by the Dominion Bureau of Statistics, brings
the index up to December 31, 1936, and also includes a brief
saetch of the more important Orders of the Board of Railway
Commissioners and special Acts of Parliement affecting rates,

The Bureau gratefully acknowledges the co-operation of
Mr. W.E. Campbell, Chief Traffic Officer, and Mr. F.R. Harvey,
Assistant Traffic Officer, of the Board of Railway Commissioners,
in the preparation of this second report which was compiled by
R.G. Bangs, B.Sc., AM.E.I1.C., of the staff of the Transportation

and Public Utilities Branch of the Bureau.

RpL s, #—
R.E. COATS,
Dominion Statistician.
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DOMINION BUREAU OF STATISTICS
TRANSPORTATION AND PUBLIC UTILITIES BRANCH
OTTAWA

Dominion Statistician, R.H. COATS, LL. D, F.RS.C, F.SS. (Hon.)
Chief, Transportation and Public Utilities Branch, G.S. Wrong, B.Sc.

INDEX NUMBERS OF RAILWAY FREIGHT RATES

There is probably no pricing problem more complex than that involved in the sale of
rail transportation of freight. The Canadian Freight Classification No. 18,issued July 17,
1929, lists approximately 7,000 descriptions of traffic, any item of which conceivably
may move from any point to any other of the thousands of railroad stations. No simple
principle as that of avplying the same rate in cents per 100 pounds to all the different
cormodities and the same rate per mile to all the different hauls would be theoretically
or practically accepted. The freight rates are different for different classes of freight,
for different distances and in different sections of the Dominion, The filing of new
tariffs, or of supplements to existing tariffs, goes on continually. In the year ending
December 31, 1935, the Canadian railways issued and filed with the Board of Railway
Commigsioners 35,979 freight tariffs and supplements thereto, and from November 1, 1904,
to December 31, 1935, a total of 1,285,656 freizht tariffs and supplements have been filed,
The establishment of new industries, new products, new sources of supply, new forms of
competition, etc., maintains the rate structure in a constant state of evolution.

The first Dominion Railway Act was passed by Parliament on May 22, 1868,(31 Victoris,
chapter 68). A Railway Committee of the Privy Council was appointed to give effect to the
Act which dealt with the powers given railway coupanies to take and hold lands, to make
surveys and plans, structures, tolis, etc. Extended vowers were given this Committee over
rates and discrimination between shippers by the Railway Act of May 22, 1888 (51 Victoria,
chapter 29). Beginning with Section 8, the position and powers of the Committee are fully
ziven., Superseding the Railway Committee of the Privy Council, a board for the regulation
of Canadian railways was provided for by the Railway Act of October 24, 1903, (3 Edward V11,
chapter 58). To administer the Act, Parliameant in February, 1904, appointed a Board of
Railway Commisgsioners of Canada, congisting of three members which was increased to six in
1908, The powers of the Board relate to the location, construction and operation of tne
rallways, but the most important of the powers is that of rate regulation, It also deals
with the regulation of telephone, telegraph, and express rates, and tolls charged over

international bridges.

Classification of freight is the initial step in rate construction. Section 322 of
the Railway Act requires that a freight classification shall be filed witn and approved by
the Board and such classification dividing the commodities into classes makes the
classification complementary to tariffs publishing class rates. In Canada there is one
classification schedule applicable throughout the entire country. The preparation of the
classification which is highly technical in character is in the hands of a select committee
of expert railway officials known as the Classification Committee of the Canadian Freight
Association., The Canadian Preight Classification lists the ratings or the classes given
the various commodities. Under it there are ten classes of freight termed first class,
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second class, etc., up to tenth class, in addition to which ten other classes are fixed
by multiples of the first class - used chiefly for goods of a light, bulky and unusual
high value. Ratings are vrovided for movement in both less-than-carloads and carloads.
The first four classes are mainly less-than-carloads; the others, fifth to tenth class,
are carload ratings. The Board of Railway Commissioners may direct the carriers to change
the classification of any article or articles and remove them to a lower or higher
classification, providing that goods shall not be taken from a lower to a higher class-
ification without sufficient notice having been given in the Canada Gazette.

The Railway Act of 1919 (R.S. Vol. 111 1927, chap. 170, sec. 323) states "the
tariffs of tolls which the company shall be authorised to issue under this Act for the
carriage of goods between points on the railway shall be divided into three classes;

(a) the standard freight tariff;
(b) special freight tariffs; and
(c) competitive tariffs."

The Board does not initiate rates. The only freight tariffs which upon being filed
require specific approval of the Board, in the first instance, are the "standard" freight
tariffs, These are merely tariffs of maximum mileage rates beyond which the railways may
not charge. Upon any such tariff being filed and apvroved by the Board the company shall
publish the same with a notice of such approval in such form as the Board directs in at
least two consecutive weekly issues of the Canada Gazette (Section 330). Tnese "standard"
tariffs remain unchanged unless there is a very material advance or decrease in the cost
of transportation. The "standard" tariffs of the railways have not been changed since
1922, except in the territory covered by the Maritime Freight Rates Act (17 George V,
chapter 4l4), effective July 1, 1627. Tney are mot uniform throughout the country, six
different schedules or scales being in effect - one for the Maritime Provinces, one for
the territory east of Sault Ste. Marie and Windsor in Ontario and west of Diamond Junction
in Quebec, one for stations between Sudbury and north and west thereof and Port Arthur and
Fort William, another applies to points in Ontario west of Fort William, and throughout
Manitoba, Saskatchewan and Alberta (Canmore and east thereof on the C.P.R.) and two operate
in British Columbia, the "Pacific or Mountain® and the "B.C. Lakes" scales,

In the division between Sudbury and Fort William the rates are the highest of all
the eastern rates; the "Prairie" standard is higher than those of the two most easterly
divisions but lower than the Sudbury and Fort William division. The "B.C. Lakes" standard
mileage rates are the same as the "Prairie" standard and the "Pacific or Mountain" scale

is the highest of all western rates.

In the Maritimes and Sault Ste. Marie, Windsor and east thereof, the 4th class is
approximately 125 per cent of the 5tk class, the 3rd 150 per cent of the 5th class, the
2nd 175 per cent of the 5th class, and the 1st 200 per cent of the 5ta class. In the
Sudbury and Fort William scale and the three western scales the 3rd class is approximately
133 1/3 per cent of the Uth class, the 2nd 166 2/3 per cent of the Lth class, and the 1lst
class 200 per cent of the Uth class. Below the 5th and 4th class of the respective
groupings mentioned above, the rates are scaled down without regularity until the 10th

class is reached,

The bulk of the freight traffic, probably 90 ver cent of it, moves under "special"
or "competitive" tariffs governed by Sections 328 to 332 of the Railway Act. The carriers
themselves, not the Board, decide uvon what rates they will publish in these tariffs and,
having done so, publish and file them with the Board. "“Special” tariffs may be made
effective upon three days notice in the case of reductions and thirty days notice in the
case of advances, JFurther under section 344 of the Railway Act and the Rules and
Regulations of the Board, the carriers may issue special rate notices between points which
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are not competitive to take care of emergency cases where no suitable tariff has been
prepared; such as trial shipments of ore - specific shipments not likely to be repeated,
and shipments of some traffic beginning to move, In this last case the filing and
publication of tariffs must follow immediately.

"Competitive" tariffs like "special' tariffs are for the purpose of permitting the
carrier to publish rates lower than the "standard" and are effective to and from points
between which two or more transportation lines compete for the movement of traffic or
where it is necessary to meet the exigencies of competition of other carriers by land or
water between specifically nsmed points., These tariffs may be brought into immediate
effect without previous notice to the Board and may be acted upon before filing with the
Board, but the company must forthwith file a tariff containing such rates, together with
a statement of the exigencies and the ground for so acting (Section 332).

A large number of “special® and "competitive" tariffs in the form of class rate
tariffs, special or commodity tariffs publishing lower mileage or specific rates on
grain and grain products, ceal and coke, lumber, building materials, pulp and paper, etc.,
are in effect and are constantly under revision to meet changes in trade conditions and
the competition of water and highway carriers. To meet water and highway carrier com-
petition special seasonal tariffs are in effect, usually from May 1 to November 30, and
as a further means of meeting the highway carrier competition e pick-up and delivery
service with no cartsge charges wes introduced on May 1, 1935, in parts of Omtario and

Quebec.

The freight rate structure of Cenada is very complex and only a brief reference is
made here to the fundamental factors used in the making of freight rates. Physical,
economic, and comvetitive characteristics are the dominant considerations in rate-making.
Physical factors are creative of higher operating costs in some gections of territory;
also unproductive territory tends to lower the density of traffic and affect rate
structures, Trade conditions arising from new sources of supply and the consequent shift-
ing of industry, the precence of water competition on the Great Lakes, the pull of export
traffic to the Atlantic and Pacific zeaboards, the competition of the United States rail-
roads, the circuitous route of the former Intercolonial Railway in the Maritime Provinces,
and the effects of the Pansme Canal on transcontinental rates are fundamental factors
governing the rate structure. The entire commodity rate structure seems to be built on
the theory of equalizing the producing areas of basic commodities as regards freight
charges. The products of lumbering, mining, fishing and fruit industries of British
Columbia, the grain, livestock, coal, and flour milling industries of the Central Prairie
provinces, the highly developed manufacturing industries of the provinces of Ontario and
Quebec, and the coal, fishing, lumbering, sugar, fruit and vegetable industries of the
Maritime Provinces are moved largely on commodity rates.

During the period under review several important changes were made in freight rates
which had marked effects on the freight rate index. Some of these were made at the
instigation of the railways, others by orders of the Board of Railway Cormissioners, and
others directly by Acts of the Dominion Government. The latter rates can be altered only
by Act of Parliament and consequently are not affected by changes in economic conditions
the same as those under the jurisdiction of the Board of Railway Commissioners,

Under the provisions of the Crow's Nest Pass Agreement (60-61 Victoria, chapter 5)
the Governor-in-Council was authorized to grant to the Canadian Pacific Railway Company
a subsidy towards the construction of the railway from Lethbridge through the Crow's Nest
Pass to Nelson, to the extent of $11,000 per mile, until the sum of $3,360,000 in all had
been advanced. The Act contains the following provisions:- "(d) that a reduction shall be
made in the general rates and tolls of the company as noW charged, or as contained in its
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present freight tariff, whichever rates are now the lowest, for carloads or otherwise,
upon the classes of merchandise hereinafter mentioned, westbound, from and including
Fort William and all points east of Fort William on the comvany's railway, to all points
west of Fort William on the company's main line or any line of reilway throughout Canada
owned or leased by, or operated on account of the company, whether the shipment is by
all-rail line or lake and rail, such redugticn t¢ be t¢ the extent of tha following

percentazes respectively, nemel¥y -

Upon 81l gredi % Srash freil ... 12 13 var cond,
GOk, QA 1P . voiont il AR N AT sl 20 ver cent;
Cordege and binder twine .....c00n. 10 per cent;
Agricultural implements of all

kinds,set up or in parts ....... 10 ver cent;
Iron, including bar, band, Canada

galvanized sheet, pive, pipe

fittings, plates, nails, spikes

and horseshoes c.eesecessoscessns 10 per cent;
AL DA QERWHIBRES oot o & o (ah=jlals, slasisiors.siil MOTDED \Cont
Paper for building and roofing

DULDOSES s dalls o oxeles o sessweasssece  10IpeEr cent;
WitnE oW 2l S S Frilal. s s - ot aie s alers miedsis 10 per cent;
Roofing felt, box and packing ..... 10 per cent;
Paint of all kinds and oils ....... 10 per cent;
LIV SSEOCK .o cioiasaloisssaltsosssses 10 per cent;
Moo enWARE . |, Feleds oliie oia avsioie/ols s s wgs abers 10 per cent;
Household furniture .......eee0.... 10 per cent;

and that no higher rates than such reduced rates or tolls shall be hereafter charged by
the company between the points aforesaid; such reductions to take effect on or before the
first day of January, one thousand eight hundred and ninety-eight;

(e) that there shall be a reduction in the company's present rates

and tolls on grain and flour from all points on its main line, branches or connections,
west of Port William to Fort William and Port Arthur and all points east, of three cents
per 10C hundred pounds to take effect in the following manner:- One and one-half cent
per 100 hundred pounds on or before the first day of September, one thousand eight
hundred and ninety-eight and an additional one and one-half cent per one hundred pounds,
on or before tkhe first day of September one thousand eight hundred and ninety-nine and
that no higher rates than such reduced rates or tolls shsll be ckarged after the dates
mentioned on such merchandice from the points aforesaid.®

Wnile the foregoing rates were the maximum that conld be cherged tnder this agree=
ment, the rates for these commodities were generally below the contract rates as a
result of the Manitoba Agreement executed in 1901 (See Manitoba Statutes 1901, chapter 33}.
This agreement between the Manitoba Government and the Canadian Northern Railway Company
had a very definite effect on the Crow's Nest Pass Agreement on grain and flour rates
eastbound to Fort William. Under the Manitoba Agreement the railway company in con-
sideration of the provincial government's guaranteeing its bonds and giving it a lease
of the Northern Pacific and Manitoba Railway, including several lines of railways owned

and operated 4 it, egreed to:~
"(a) reductions amounting together to more than four cents per hundred
pounds on the tariff rates in force on the date of the said indenture for the carriage of
graia from Manitoba to a Lake Superior port, and
(b) reductions amounting together to more than fifteen per cent of the

tariff rates in force on the date of the said indenture for the carriage of all other
freight from and to points in Manitoba, and to points in Manitoba to and from Fort William

or Port Arthur,"
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When the reduction was made in the Manitoba rates, pursuant to this agreement of
1901, the Canndian Pacific Reilway promptly met the reduced rates in the Manitoba scals
and voluntarily made a reduction of seven and one-half per cent in the territory between
the Manitoba boundary and Canmore and Crow!s Nest. The Canadian Northern Railway
Company,after these agreements had been made, received authority from Parlisment
[chapter 50 of the Statutes of 1902) to extend its lines beyond the confines of the
Province of Manitoba and therefore placed itself in the position of having to adopt the
voluntary reduction of seven and one-half per cent made by the Canadian Pacific Railway.
¥.ve different 3cales of rates were thereby in effect in the West at that time.

In 1909 the Board of Trade of the City of Regina applied to the Board for a re-
duction in the rates on classes one t» ten incluagive, from the head of the lakes to
Regina; and pointed out that the rates to Winnipeg and other points in Manitoba were on
a lower basis. It was alleged that this difference in basls constituted a discrimination
against Regina as a wholesale distributing centre. The application was supvorted at the
hearing by the Board of Trade of Moose Jaw. The decision of the Board of Railway
Commissioners was to the effect that the special ciass freight tariffs of the Canadian
Northern Railway Company and the Canadlan Pacific Railway between Port Arthur and Fort
William and points west thereof unjustly discriminated in favour of Winnipeg and other
points in the Province of Manitoba to the prejudice and disadvantage of Regina and Moose
Jaw and other points west of that province and that the commanies should be required to
reduce thelr rates s0 as to remove this discrimination by publishing and filing new
tariffs, to take effect not later than April 1, 1911. Upon the application of the rail-
way companies, leave to appeal to the Suoreme Court of Canada from the Order of the Board
in this matter was granted. The Board's judguent was affirmed in nearly all points and
the reduced rates were made effective April 1, 1912,

Between points in the provinces of Saskatchewan and Alberta and points in Manitoba
and Ontario, Port Arthur and west, the Saskatchewan scale (C.P.R.-C.R.C. No. W. 1443) was
8till in effect. For the purpose of calculating the through mileage to western points
in Saskatchewan and Alberta (east of Canmore) it had been the practice of the railways to
use a "eonstructive or Massumed® mileage of 290 miles insteed of the actual distance of
419 miles between Winnipeg and Fort William, plus the actual mileage west of Winnipeg.
The essence of the fconstructive" mileage is that,the mileage from Fort William to
Winnipeg being 419 miles, there is a concessisn of 129 miles on the movement of traffic
westward, The Saskatchewan scale, however, being higher than the Manitoba scale, the
mileage shrinkage to points in Saskatchewan and parts of Alberta was less because the
rates for 290 miles in the Manitoba scale (C.P.R.-C.R. C. No. W. 1735) were those for 250
miles in the Saskatchewan scale (°.P.R.-C.R.C. No. W. 1443),

In 1911 the Westeran Rates Case was initiated by the passing of a resolutisn by tne
#ianlpeg Board of Trade and similar organizations in a number of distributing centres,
usking that the disparity of rates between eastern and western Canada should be removed.
Klong with this complaint there was joined a previous complaint from the Board of Trade
wi Vancouver, asking for the removal of the differential scale on which the rates from
Vancouver to points in the Prairie Provinces were predicated.

A very extensive investization was made by the Board of Railway Commissioners and
in May 1914 judgment was rendered. The Board found good and sufficient reasons for the
lower rates in the eastern sections of Canada. Ia their opinion there was no doubt that
the lower rates in Eastern Canada had been held down by the influence of water competition
and a real and effective railway competition afforded by such United States rallroads
as the Michigan Central, Wabash,and Pere Marquette, operating through Southern Ontario.
Also while a greater diversity of traffic, better traffic conditions and a greater density
of traffic existed in the East, these advantages were more than offset by the longer haul
end lower terminal charges of the West., The Beard, however, ordered that the three
Prairie Provinces be brought under one scale of "standard®™ rates based upon the "Manitoba®
scale of 1901 which was about 15 per cent below the C.P.R. "Standard® Tariff in effect
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prior to the Crow'!s Nest Pass Agreement. Also a reduction of 15 per cent was made in
the distributing class tariffs from the various distributing centres throughout the
three Prairie Provinces. In the making of special class rates between the head of the
lakes and points west thereof, the rates to and from Winnipeg were to be no greater
than those of the "Prairie" stendard tariff for 290 miles and that to and from points
beyond Winnipeg within "Prairie" territory the maximum first class rates were to be
those of the "Prairie" standard tariffs for the through milesge, made up of the actual
distance beyond Winnipeg added to the "constructive" or "assumed" mileage of 290 miies
east of Winnipeg. As to British Columbia the "Pacific" or ®Mountain® scale of rates
already referred to was reduced from the bagsis of two miles of the "Prairie" scale to
one for the "Pacific", to one and one-half miles "Prairie® scale to one of the "Pacific!
scale, Thege provisions of the Western Rates Case became effective September 1, 191k,

In 1915 in the matter of the application, commonly referred to as the “Eastern
Rates Case", of the Canadian Freight Association on behalf of the railway companies
operating in Canada east of Port Arthur, Ontario, the railways asked for an increase in
rates on general traffic carried under the Freight Classification which was lower than
the fstandard" tariffs and subject to the regulation of the Board. The railway
companies in substantiation of their claim showed the great increases which had been
made in salaries and wages and other elements of operating costs since 1907 and the
resultant decreases in net operating income., Tne Board of Railway Commissioners issued
its decision in June, 1916 (B.R.C. G.0. 133) which ordered, with a few exceptions, that
east of, but including Port Arthur, there should be an increase of two cents per hundred
pounds on first class freight and one cent per one hundred pounds on fifth class, the
rates on the other classes being scaled proportionately as shown in the "standardf
tariffs for mileages covered by any particular movement, excepting the through rates to
and from the Maritime Provinces and also for tne Quebec stations of the Canadian National
east of Levigs, These increases amounted to approximately five per cent of the rates
then in effect. In dealing with the numerous commodity items of the apovlication each
item of the application was considered on its merits and no general increases were
introduced as was the case with class rates. Specific increases on commodities were

allowed as set out in the judgment.

By 1917 the high overating expenses of the railways necessitated the companies
making application to the Board for a general increase of fifteen per cent in the level
of freight rates. There were several barriers to the granting of the full request of the
carriers, One of these was the Crow's Nest Pass Agreement fixing the upper limits of
certain rates west of Fort Williem as previously explained. These rates being fixed by
an Act of the Dominion Parliament over-riding tne Railway Act (Sec. 3), could be
increased only by another Act of Parliament.

The Act of the Legislature of Manitoba (Manitoba statutes, 1901, chapter 39)
limiting tolle to be charged over lines of the Canadian Northern Railway System within
that province is ultra vires as regards the Canadian Northern Railway Company, a
Dominion corporation, and as regards subsidiary companies incorporated by the province
and subsequently declared to be a work for tne general advantage of Canada (1 Edward Vil,
chapter 53, Sec. 3), so that the Board's jurisdiction under the Railway Act as to tolls

is not limited or affected by the Manitoba Agreement.

In Eastern Canada influences which tended to prevent the full increases becoming
effective were the competition of waterways and United States railroads.

On December 26, 1917, the Board issued General Order 213 which granted increases .
averaging approximately ten per cent on most of the traffic in the West and fifteean per
cent in the East., With regard to through rates the Board allowed fifteen per cent on
the through rate so far as the territory west of Port Arthur was concerned but on the
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eagstern portion of the through rate the increase was limited to tem per cent.
Conditions in British Columbia and sdjacent territory in Alberta comprising the Pacific
territory were different; generally speaking, the rall rates were on a higher basis
than the Prairie territory and in order to avoid increasing materially the spread
between Pacific and Prairie tariffs the rates in the Pacific territory were increased,
with a few exceptions, only ten per cent. In the west grain was the chief traffic

and, as previously mentioned, the Crow's Nest Pass Agreement would not permit a general
increase of fifteen per cent to the head of the lskes. However, a flat increase of two
cents per one hundred pounds with a maximam of the Crow's Nest Pass rate was allowed on
grain and grein products, which was close to ten per cent of the average western rate.
Rates on carload grain and grain products in the west, other than to the head of the
lakes eand to intermediate points, which were held down by the terminal rates, and also
on the same commodities from Port Arthur and Fort Williem eastward, as well as on car-
load grain and grein products in eastern Canada, were advanced a flat fifteen per cent,
subject to a meximum increase of two cents per one hundred pounds over existing rates,
Transcontinental class rates were increased ten ver cent, but nc increases were allowed
in transcontinentel commsdity rates berause they were directly competitive with United
States rates, Special commodity rates were provided for coal and coke which were
increased fifteen cents per ton east and west; common clay, sand, gravel and crushed
stone were increased not more than five cents per ton east and west, and lumber by
varying amounts which would nearly approximate an increase of fifteen per cent. The
increased rates became effective on March 15, 1918, with the exception of the increased
rates on grain and grain products to the head of the lzkes which were made effective

June 1, 1618,

The next change in the general rate level came later in the year as a result of
the "McAdoo Award" in the United States which increased the wages of railway employees
by substantial amounts. The rates worked out by the Board of Railway Commissioners and
put into effect August 12, 1918, by Order~in-Council No. P.C. 1803, were as follows:

(a) Territory east of Fort William,- all class rates were increased
twenty-five per cent and commodity rates on a specified list of articles, in carloads,
were increased according to a definite schedule while the rates on commodities not
epumerated were increased twenty-five per cent,

(b) Territory west of Fort William,- all class rates were increased
twenty-five per cent calculated on the tariffs in force prior to March 15, 1918; the
incremases since allowed by the Board of Railway Comnmissioners to be disallowed.

Commodity rates were increased in some cases by definite amounts over the rates in
effect on March 15, 1918, while in other cases definite increases were made in the rates.
in force prior to March 15, 1918, Commodities not definitely enumerated were increased
twenty-five per cent, calculated on the tariff in force prior to March 15, 1918, and

tne ingreases since authorized by the Board of Railway Commissioners were cancelled,

f'nese increases allowed by the Board of Railway Commissioners affected the Crow's
West Pass Agreement, and the Goveroment by Order-in-Council P.C. 1863, gave authority
for its suspension for a period of three years, which action was later confirmed by
Parlisment in an amendment to the Rellway Act of 1919 (9-10 George V, chap. 68,
Section 325). By virtue of the increases allowed in August 1918, rates governed by
the Crow's Nest Pass Agreement were established for the first time on a higher level

than provided by the Agreement in 1897.

In July, 1920, as a result of the "Chicago Award" the wages of railroed workers
were materially increased in the United States., Corresponding increases were demanded
by employees of Canadian railways and to meet these higher rates of wages the Railway
Association of Canada on behalf of the railway companies, members thereof, and of all
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other railway companies under the jurisdiction 4f the Board, made applications for a
general advance in existing freight rates of forty per cent. The Board gave it:
decision, effective September 13, under Generel Order No. 308, allowing a generzl
increase of forty per cent in eastern freight retes and thirty-five per cent in wastern
freight rates, effective until December 31, 1920. Commencing the first day of

January following, these percentages on freight were reduced to thirty-five per ceut

in eastern territory and to thirty ner cent in western territory. The percentages nf
increases in the rates east and west of Port Arthur were spplied to the east snd west
factors resvectively of through retes between the east and the west. excepting

transcontinental commodity rates,

Exceptions to the genersl increases were coal, which receivea from ten to twemty
centis par Yon lBsre®se: Surd™hod =ad Duel wood limitzd o ten pev cent increase, and
milk or #nich no increase was allowed. Transcontinental commodity rates were advanced.

"e Board's Jurisdiction for the granting of these incresses on certvain lines of
railway in Western Cmusmda dapgended entirely apon the gmendment to section 325 of the
Railway Act, 191°, which expired on July 6, 1922, and the rates so established could
not extend beyond that date unless aunthorized by Parliament,

During the year 1921 the carriers mede voluntary reductign: on grain ratse from
Port William and Bay Ports to Montreal and the Atlantic Seaboard for export and mlso for
domestic consumption in Eastern Canada. On livestock a reduction of approximately
twenty-five per cent was made., Reductions were also made on hay in Eastern Cancia and
in Western Canada reductions were made on Jumliei, #e>lber producis, Grcsssd weats and
packing house products, and wool and hides Trom western to eastern poiuts,

In July 1921 a reduction was made ir the wages of rallway workers, arproximating
ten per cent and as a result of an investigation by the Board ¢f Rellway Coumissicnars
the following changes were made effective December 1, 1921 (G.0. No. 350):- "(a) in the
territory east of and including Port Arthur, Fort Williem and Westfort, freight ratas
were based upon twenty-five per cent over the rates in effect prior to September 13,
1920; (b) in the territory west of and including Port Arthur, Fort William and Reotfort,
freight rates were based upon twenty per cent over rates in effect prior tc JSeptember 13,
1220; (c) on through rates between Eastern and Western Canada the above namasd
percentages were to apply to eastern and western factors respectively; (4) transcontin-
ental commodity rates were estgblished on a basis of epproximately twenty-three pe: aeent
over the rates in effect prior to September 13, 1920; (e) in the cases where the
reductions already voluntarily granted by the railroads have not amounted to ten per
cent they were reduced to that point and where the reductions already voluntarily
granted by the railroads in 1921 exceeded ten per cent they were left as existing.W

No reductions were made on crushed stone, sand and gravel, and milk which
received no increase by General Order No. 308 in 1920, There also was no reduation

gn cesmndities aind &)1 ingresdes . on

allowed in the rates on coal or in export rates oo E
fire wood made September 13, 1920, were removei,

In March 1922 Parliament appointed a Spacial Committee of the House te inQuire
into the question as to whether the suspension of the Crow's Nesd Pass Agresueat should
be continued after July 6, 1922, The report of the Committee was enacted in Bil) No, 206
which in effect provided for the suspension of the Crow's Nest Pass Agreement for a
further period of one year upon all rates and schedules mentioned therein with the
exception of grain and flour eastbound, which after July 6, 1922, were to be restored to
the level of the Statutes of 1897. The effect on grain rates of the various orders
since the Crow's Nest Pass jgreement in 1897 is illustrated in the following table by the
*ai?23 ¢a three hails, vis,, from Wimmipeg, Beglna and Calgary to Fort Wiiilaem,
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Grain Rates in cents per 100 pounds to Fort William

June August | September | Jamuary | December July
From 1897 1901 1918 1918 1920 1921 1921 1922-36.
Winnipeg 14 10 12 14 19 18 17 1k
Regina 20 18 20 24 32.5 31 29 0]
iCalgary % 24 -3} 30 4.5 39 36 %

Shortly after the issue of the General Order No. 308 providing for the general
increases known as the thirty-five and forty per cent case, effective September 13, 1920,
various bodies, among them the Province of Manitoba, appealed to the Privy Council
asking that the said order be rescinded for various reasons set forth by the appellants.
The matter was heard by the Privy Council and on October 6 the appeal was dismissed
with a recommendation "that as conditions have probably changed materially in recent
years tending more and more to make equalization practicable, an inquiry by the Board
be directed to be held at the earliest date with a view of the establishment of rates
meeting to the utmost extent possible, the above requirement as to equalization.®

Soon after the hearings commenced, applications were made by representatives of the
Maritime Provinces alleging that they were unfairly treated in regard to the arbitraries
over Montreal; the province of British Columbia asked for the elimination of the
"Pacific" scale of rates and that the "Prairie" scale be extended through to the Pacific
coast; the Iumber Association of Canada asked for a reduction in rates on lumber
products; tne Board of Trade of Sault Ste. Marie and scores of other municipalities and
corporations forwarded applications asking for a reduction of rates generally or of
rates in which they were respectively interested. Hearings were held in all parts of
Canada during 1921 and 1922 and on June 30, 1922, General Order of the Board No, 366
ordered the railways to file tariffs effective the first day of August, 1922, providing

for the following reductions:

f(a) on the articles, other than grain and flour, hereinbefore referred to as basic
commodities, namely - forest products, building material, brick, cement, lime and plaster,
potatoes, fertilizers (other than chemicals), ores, pig iron, blooms, billets, wire rods
and scrap iron, a decrease of seven and one-half per cent from the increase given by
General Order No,, 308 and any other orders affecting the said commodities, issued since
that date, which will hereafter leave the increase granted by the said General Order
No. 308 in Western Canada at twelve and one-half per cent and in Eastern Canada at
seventeen and one-half per cent; the term "forest products® as set out in such 1list to

be defined as follows:

In the territory east of Port Arthur, Oatario, in accordance with the
list of comnodities shown in C.P.R. tariff C.R.C, No. B 3818, as taking rate
basis "AY; in the tariffs from British Columbia to prairie points on the commodities
taking Group A and Group B rates as shown in C.P,R. tariff U.R.C. No. W 2573;: and
from stations in Alberta and British Columbia to stations in Eastern Canada in
accordance with the Canadian Freight Association tariff C.R.C. No. 30; also on
pulpwood west of Port Arthur, Ontario., In cases where reductions heretofore
granted or ordered upon these companies have not amounted to seven and one-half
per cent as above described, they shall be reduced to that point and where they
exceed seven and one-half per cent they will remain as they are at present, These
reductions are made upon the seme basis in both Eastern and Western Canada with
the object of preserving the same spread between these territories as was
provided by General Order No. 303.
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"(b) on coal other than anthracite and coal from the head of the lakes westward,
all increases provided for by General Order No. 308 to be rescinded;

“(c) on commodities moving under class and commodity rates between points east of
Montreal and points west of Port Arthur and Fort William the establishment of
arbitraries as provided for herein;

1(3) in the territory bhetwees Nerth Bay snd Saul% Ste. Marie Schedule A rates to
be applied;

Wle) "™Paciflc Standari" rates Io de redueed from the Sasis 5f ome and one-half
miles of the "Prairie" scale to one for the '"Pacific", to one and one-Quarter miles
"Prairie® scale to one of the ™Pacific" scale."

Further as a result of conferences with the Canadian Pacific and Canadian National
railways, the railway companies vo.iuntarily made a general reduction in export rates
on grain and grain products between Prairie points and Pacific coast points of twenty

per cent, effective August 1, 1922,

In 1923 the subject of export grain rates from points in the Prairie Provinces to
Vancouver and other British Columbia coast points was referred to the Board for
immediate determination and after fully considering the matter thae Board under General
Order No, 334, dated October 10, 1923, stated that the existing rates on grain and grain
products to Pacific coast vorts for exvort should be reduced uniformly ten per cent and
that new tariffs should bYe filed not later than October 22, 1923.

The increzses in Crow's N.st Pass rates made in 1918 under Order in Council No.
P.C. 18353, vreviously mentionel, expired on July 6, 1924, and the Canadian Pacific
Railway filed tariffs effective July 7, 1924, confirming the rates with the increases
removed to and from points which nhad been on the Company's lines in 1897. The Canadian
National Railway also filed tariffs meeting the Canadian Pacific Railway rates at
competing points. These tariffs resulted in complaints to the Board of Railway
Commissioners of discrimination and unfair treatmnent from many voints to which the
Canadian Pacific Railway line had been extended subsequent to 1897, 4An order of the
Board dated October 14, 1924, disallowed these tariffs, the Board holding that it was
not bound in tne administration of the Railway Act by the terms of the Crow's Nest Pass
Agreement. Tais decision of the Board was anpealed to the Supreme Court of Canada and
that court held that the Board had no jurisdiction to authorize rates in excess of the
maximmua rates of the Crow's Nest Pass Agreement and held that under existing legislation
the Crow'!s Nest Pass rates were limited to west-bound traffic originating at Fort
William and points east thereof for points which were on the Canadian Pacific railway at

the time the agreement was made.

To remedy tnis situation the Railway Act was amended (15-16 George V, chap. 52,
June 27, 1925), cancelling the provisions of the Crow's Nest Pass Agreement in respect
to all commodities except grain and flour east~bound and extended the provisions on
grain and flour to include traffic from all points on all lines of railway west of Fort
Willian t5 Fort William or Port Arthur over all lines now or hereafter constructed by
any company subject to the jurisdiction of Parlisment. This amendment was covered by
the Board's General Orders 419 and 420 of July &, 1925.

At the time of the Crow's Nest Pass Agreement there were the following branch lines
upon which grain was carried, namely: the Prince Albert Branch - Regina to Prince Albert
in Saskatchewan, the connecting line between Calgary and Edmonton in Alberta and two
branches in Manitoba, namely: the Manitoba Northwestern and the Manitoba Southwestern,
In the hearing of the province of British Columbia vs. Canadian Freight Association it



was held that the extension (15-16 George V, chapter 52) of the rates prescribed by the
Crow's Nest Pass Agreement of 1897 to grain eastbound to Port William from any and all
points west thereof had brought about or increased an inequality as between eastbound
and westbound traffic which placed western ports under a serious disadvantage.

The Board'!'s Order No. 36769 issued on September 2, 1925, ordered' that the Canadian
Pacific and Canadian National Railways file tariffs effective not later than
September 15, 1925, reducing the rates on grain and flour to Pacific ports for export
to the same rates, proportioned to distance as such grain and flour would carry if moving
eastward for export. From Caigary to Vancouver is a distance of 642 miles. From
Fdmonton to Vancouver is 766 miles and the Canadian Pacific Railway Company in detailing
its schedule, in compliance of this order had named its rate upon the basis of 766 miles,
the distance from Bidmonton to ‘Vancouver instead of calculating the same upon its own

distance of 642 miles.

In the inquiry arising from the Order-in-Council P,C. No. 886 of June 5, 1925,
requiring the Board of Railway Commissioners for Canada to make a general inquiry into
the rate structure of Canada, an application to rescind the Board's Order No. 36759 was
made by the railways and also the provinces of Saskatchewan and Alberta made represent-
atioans to have the Canadian Pacific Railway directed to compute its rates on its own
actual mileage instead of the Canadian National mileage referred to above. Under General
Order No, 443, dated August 26, 1927, the Board ruled as follows, "(a) that the rates on
grain and flour from all points on Canadian Pacific branch lines west of Fort William to
Fort William, Port Arthur and Westfort be equalized to the present Canadian Pacific main
line basis of rates of equivalent mileage groupings (the rates governed by the Crow's
Nest Pass Agreement not to be exceeded):; that the Canadian Pacific Railway Company
publish rates in accordance with the above direction and that all other railway companies
adjust their rates on grain and flour to Fort William, Port Arthur, Westfort and Armstrong
to the rates so put into effect by the Canadian Pacific Railway, such changes to become
effective on the twelfth day of September 1927; (b) that the rates on grain and flour
from prairie points tc Vancouver and Prince Rupert for exnort shall be on the same basis
as the rates to Fort Williem, but,in computing such rates, the distance from Calgary to
Vancouver via the Canadian Pacific Rmilway shall be assumed to be the same as fron
Bdmonton to Vancouver via the Cenadisn National Railway, namely, 766 miles." Also
included in this Order, all rates on grain fron Bay Ports as well as all traffic from
Toronto and poinis west thereof for export, to Quebec were reduced to the same basis as
the export rates in effect to Montreal and in the West the distributing tariffs set out
in Westi:n Rates Case were extended to apply to the Canadian National Railway.

The Maritime Freight Rates Act (17-18 George V, chapter 44) came into force July 1,
1927. Previous to the absorption of the Intercolonial Railway into the Canadian
National Railway System, rates were on a relatively low basis. As a result of the
emalgamation many of the rates were adjusted to bring them more in conformity with those
in effect in Quebec and Ontario with the result a strong appeal was made by the
Maritime Provinces for the restoration of the rate basis which they had enjoyed prior
to 1919, as well as the adjustment of other matters vertaining to tne agreement by which
they beceme part of Confederztion in 1867. The whole matter was referred by Parliament
in April, 1926, to a Royal Crmmission, Upon this report in Sentember 192c the Maritime
Treight Rates Act was enact:d and assented to April 14, 1627, by Parliament. The Act
provided that the freight rates within the territory east of Dlamond Junction and Levis,
Quebec, should be reduced twenty per cent between points within that preferred territory
and on traffic Moving westward from poirnts within the preferred territory to all points
west of Diamond Junction the twenty per cent reduction was to be based upon the Eastern
lines! proportion of the through rate. Export rates from points within the preferred
territory via ports within the territory were also reduced by twenty per cent. The
reduction was not to epply, however, to import traffic, eastbound traffic into the select
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territory from points in Canads west of Diamond Junction and traffic to and from points
in the United States. The Maritime Freight Rates Act provided that the difference
betwebn these reduced rates and the normel retes should be paid by the Dominion
Govermnment to the railways. For the period July 1, 1927, to March 31, 1937, the
Dominion Government has vsid 24,669, %5 ¢ She railways 0. an a/eregs jearly evieidy

of approximately $2,530,000.

From the above descriptions of the prineipal changes o the rates durine this
period (1913-1936) some of the difficulties in compiling an imdex of freight rates are
evparent, The average revenue per ton mile, computed by dividing the total revenue from
all freight by the total revemue freight ton miles, is Ssometimes used as an index, but
where the relative volumes of low cless and high class freight fluctuate widely from

year to year it is not a very good index of rates.

In 1929 the average revenue per ton mile for Canadian railways was 1,099 cents and
in 1932 it decreased to 0.937 cent, or by 10 ver cent. This decrease was due partially
to decreesses in freight rates but the main factor was a large increase in the volume of
grain carried on which the ton mile rate is about half of the average for all freight.
In 1929 grein constituted 12,6 per cent of the total tonnege carried and in 1932 it
rose to 20.6 per cent. Because of the long distance most of the grain is carried the
ton miles would be even a greater percentage of the total and consequently the effect ca
the average revepue per ton mile would be greater than indicated by the tonnsge data.

The method adopted by the Bureau in computing a series of freight rate index
numbers for its first revort, issued in 1936, was, first, to select a list of commodities
representative of the seventy-six commodity classes for which the railways report
tonnages ca.-ried each year; second, to select hauls for each of these commodities; and,
third, to compile the freight rates for the selected hauls for these commodities for a
series of years from the tariffs filed with the Board of Railway Cormission:ars. On ths
assumption that the 1ist of commodities was a fair sample of all freight carried by the
rajilways, that the selected hauls were representative of the ectual movement of these
commodities, and that the changes in retes on these would be fairly representative of
the changes in rates of all freight, weights were given each series and index numbers
computed. The selections of commodities and hauls were made with the aid of various
returns collected by the Bureau, railway officials having first hand knmowledge of freight
movements, and any other source availaeble. Carload commodity rates were used wherever
such were in effect., In & mmber of cases, as & result of commodity rates not being in
effect in the earlier years, it was necessary to use the class rates until such time as
the lower commodity rate was established, Further, quite frequently typical commodity
routes and rates have been cancelled and class rates restored as a result of insufficient
volume moving to command the lower rate, The raising of a rate as a result of the
change from & commodity to a class rate does not, broadly speakirg, indicate that ths
rate level has been generally increased on that particular cormodity. It usually in-
dicates that ecomomic conditions have changed and that new routes have been establiched;
it has been quite difficult swer m SwantP=iccr perisd o #aLshllsh o gentimaily of class
or commodity routes-and rates.

The rates for the various seiected hauls for sacn commodily wavre combined by takiug
the geometric mean of these retes. The geometric mean is the "nth" root of the product
of "n® factors and is less than the arithmetic mean of the same factors. The next step
was to combine these geometric means representing the freight rates for each commodity.
This was done by taking the weighted arithmetic mean. The weights used were the
tonnages reported by the railways for 1926 and index numbers for the five commodity
groups, "Agricultural Products”, "Animal Products®, "Mine Products", *Forest Products",
and Manufgctures and Miscellaneous'" and for the total of all freight were computed using

the 1926 data as equal to 100 a8 a base.
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In this second report the data have been brought up to the end of 1936 and certain
improvements have been made, The mumber of commodities has been increased to 48, a
better distribution has been made, and the indexes have been computed to coincide
spproximately with the dates of the more important sectional and general rate changes.
4n importent improvement has been the weighting of the selected hauls for grain and
coal in the agricul‘tural and mine products groups.

Unquestionably all hauls should be weighted so that changes in rates for hauls
wit: heavy traffic would have a greater influence on the group index than changes in
rates for hauls with light traffic. The difficulty has been to secure data on the
volume of traffic moving over the various routes, From the Bureau's reports of pro-
duction and distribution of graim and coal, however, sufficient data were available to
compute fairly satisfactory weights for the principal movements of these commodities.

Rates on grain in certain sections of the country are not under the qu1sdiction
of the Board of Railway Commissioners and such rates have treands that differ somewhat
from rates under the jurisdiction of the Board. Consequently a proper weighting or
selection of routes for grain was more important than for other commodities. These
exceptions are the rates on grain in the West controlled by the Crow's Nest Pass
Agreement. Also, the rates on cosl from the Maritime Provinces were reduced by an Act
of Parliament, as previously explained, giviag them a different trend from rates on

coal from other poiats.

The effect of the weighting of tnese two commodities which move 1n greater volume
than other commodities and of the improvements of increasing the number of commodities
and hauls has been to raise the general index from 5§ to 7 points for the period 1913
to September, 1920, and to lower it slightly for 1921 and 1922. TFrom 1923 to 1933 taere
was very little change from the index numbers computed in the first revort. The trend
since 1922 has been fairly steadily downward although the curve shown on page 15 has
flattened out for the last two years. The chart indicates the sharp rise caused by
the general increases during and after the World War, reaching a peak on September 13,
1920, and the almost equally sharp decline in 1921 and 1922, due to the. general

reductions.

The table on page 14 shows the index numbers of the freight rates for each of the
five groups and the total.
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CANADA
REVISED FREIGHT RATE INDEX NUMBERS
Agricuitural Animal Mine Forest Manufactures
Products Products Products Products and Total
Miscellaneous
Commodities 10 9 9 4 16 48
Rates 112 92 88 ) 159 500
Date
Jan. 1, 1913 84,89 65.41 64,02 68.85 60.43 67.83
1/ Sevt, 1, 1014 83.59 55.76 64,10 66.11 00.80 67.45
Dec. 31, 1915 83.59 ¢5.79 61.61 65.35 e4.17 68.27
2/ Dec. 1, 1916 84,38 67.43 03.26 05.94 £5.84 69.63
Dec. 31, 1917 85.70 08.26 71.92 67.31 62.601 70,46
a/ Mar. 15, 1918 oly, /i 77.78 Sh. 9 77.71 T.18 79.58
/ Aug. 12, 1918 110,61 £9.88 97.01 89.05 87.62 94,86
Dec. 31, 1919 110.61 89,83 97.01 92.19 87.28 95,04
5/ Sept. 13,1920 145,62 123.24 113.82 123.41 119.33 124,89
By T8 3, 1921 143,67 116,30 111.90 117.5 115.48 121.37
1/ Dee. 1, 1921 130.42 105.37 110.00 110.4 106.77 112,93
8/ meg. 1, 1922 103.25 102,04 103,01 104,27 102,44 102,88
Dec. 31, 192 101.2 99,4 100,34 99,82 102,45 101,28
Dec. 31, 192 101,18 99,59 100,34 100,13 100.07 100,34
Dec. 31, 1925 100.14 99,61 100,37 100.13 99.90 100,04
Dec. 31, 1926 100.00 100.00 100.00 100,00 100.00 100.00
9/ July 1, 1927 99.11 100.00 98,04 96.95 99,060 99,07
Dec. 31, 1928 99.11 99.19 97.94 9%.95 99.60 98.87
Dec. 31, 1929 98,66 99.19 el %.55 98.95 98.35
Dec. 31, 1930 98,66 98.97 95.91 96.95 93.96 93,11
Dec. 31, 1932 97.59 98,67 95.80 9%.95 98. Th 97.74
Dec. 31, 1932 97.8 99.63 95,72 $6.90 97.44 97.32
Dec. 31, 1933 97.04 99.15 95.11 96,90 96.85 96,75
Dec. 31, 1934 %.27 99.15 93.87 96.90 94.29 95.30
Dec. 31, 1035 93.90 98,22 95,27 96.10 94,23 32.31
Dec. 31, 1936 94,68 98,22 95.27 95.11 93.89 .79
1/ Western Rates Case. 6/ Five per cent Reduction.
2/ Eastern Rates Case. 7/ Ten per cent Reduction.
3/ Tifteen per cent Case. 8/ General Freight Rate Investigation.
4/ Twenty-five per cent Case. 9/ Maritime Freight Rates Act.
5/ Torty per cent Case.
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TABLE OF COMMODITIES AND WEIGHTS USED

e e
T T | d
AGRICULTURAL ANIMAL MINE FOREST MANUFACTURES AND
PRODUCTS PRODUCTS PRODUCTS PRODUCTS MISCELLANEQUS
Wheat ...........|12.65 |{Horses ........ e....|0.09 || Anthracite Coal ...J 5.26 || Logs, Posts, Poles Petroleum Products ... |2.40
and Piling ..... (14O [Sugar ....co00vvuee... | 0,60
COrD ....eeev....| 0.68 || Livestock ..........[1.15 [|Bituninous Coal ...J13.6W TRONg DU, . s «oer o o' e JOMBST
Cordwood and Iron and Steel
08t8 ......ce0e..| 1,62 || Dressed Meats (fresh)O.U6 ([Lignite Codl ......| 2.50 Firewood ....... [2,00 Products ..... s Emerer L k]
@emenlty %, . 0. ... 5 HNES10
Barley ...c.e0.0 1.17 || Dressed Meats, Coke ..cievecvevass| 132 Pulpwood ......... [3.80 § Bricks and Artificial
(cured) & other SEONGS 5 s e harsiogsisrn ote 0 || Qi O8:
Rye'i.. Lha. =5, 5] - 0:26 packing house pdts.|0.53 ||Ores & Concentrates | 3,78 || Lumber, Timber, Lime and Plaster ..... (0,40
Shingles, Box, Sewer Pipe and Drain
FLAX = v 1 & cisioieioge 5 | QSLE: || BEER . o s0e 57e s« 5.7+ Q 1S |[[Sandrand: Gravel . .5 (%70 Crate & Cooperage T ehrsrere « o ofs o sajereien [1O=LO
Material ..... .. |6.40 | Agricul turad
) s S R -5 - (|- el e S s B | (015 L [F7or e e S 5L T, Implements ......... |0.40
Matomobiles .......... 1.68
Hay and Straw .. 0.88 || Cneese ......000.0..[0.11 lASphalt ...c0000e.. | 0.23 Purniture ............ [0.09
Fertilizers........... [0.31
Apples ..........| 0.28 |[Wool ........ ... ..]0.05 [[Ba1t .. .....iiiel..| O3 Wood PUID cvvvvve-eves [1.50
Newsprint ....... o ohoze «dlllERDD)
Potatoes ........| 0,63 ||Bides and Leather ..{0.16 Fish (fresh, frozen
and cured) ...cece.. [0.11
Canned Goods ......... |0.36
) e . Y -~ ']

-9 Ia.
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