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MESSAGE FROM THE 

June 2017

This overview of the Canadian Transportation 
Agency’s history was first released on the occa-
sion of the Agency’s centenary in 2004.

This updated version has been prepared to 
mark Canada’s 150th anniversary. The Agency 
has played an integral role in helping to foster 
a competitive, efficient, accessible national 
transportation system and looks forward to 
continuing to do so for many years to come.

Scott Streiner 
Chair and Chief Executive Officer
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++ February 1, 1904,  
the Board of Railway 
Commissioners was 
inaugurated.

++ August 4, 1914,  
Canada joins Britain 
in the war effort.

++ 1930s, the Great 
Depression hits — 
many Canadians 
experience difficult 
times.

T he Canadian Transportation Agency had its origins 100 years 
ago in an atmosphere of intense commercial competition. It has 
emerged as a vital though largely low-key player in shaping the 

Canada we know today.

The Agency’s story began with the establishment of the Board of Railway 
Commissioners in Ottawa on a snowbound February day in 1904.

From the beginning, the Railway Commissioners faced obstacles. 
According to the Railway Act of 1903, the Board was to be inaugurated on 
February 1, 1904. However, as the Ottawa Citizen noted on February 2, 
in a procedural glitch, the appointments to the Board had been made 
“by Order in Council and gazetted before the date of the coming into 
force of the Act which established the commission.” The official 
launch would be delayed because “new Orders in Council will have 
to be passed making the appointments.”

Even Nature conspired against the new Board. Local newspapers ran 
stories about the record snowfall in the Dominion’s capital that February, 

A L L  
THE BOARD OF RAILWAY COMMISSIONERS,  

1904 TO 1938
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making it difficult to travel. “Snow clearing seems to 
be the principal industry in Ottawa this winter,” the 
Citizen glibly reported.

It was not an auspicious beginning, but the 
newly appointed Railway Commissioners 
plunged ahead. On February 9, Andrew G. Blair, 
as chairman of the Board, addressed a group of 
railway executives and business luminaries. He 
was an imposing figure, a large, dour-looking man, 
a month short of his 60th birthday, his face, beneath 
a heavy white beard, worn by the tense months of 
political fighting, and then, lately, by inertia.

But his voice did not waver when he spoke: 
“The powers and jurisdiction conferred upon 
this Board are comprehensive in their scope, 
far-reaching in their effects and they will 
touch at a vital point the already immense and 
constantly increasing business interests of the 
country on the one hand, and the great and 
always growing interests of the railway interests 
on the other.”

Moments later, however, he added, “We are 
without a staff and without quarters to transact 
our business [...] Although we are quite 
unequipped, we thought we would take up two 
or three applications at this date.”1 If his comments 
verged on whining, he could be forgiven. Blair 
had been working toward this goal for several 
years and was anxious to see it accomplished.

As far back as 1896, he had seen the necessity of 
establishing a permanent and independent regu-

1	 The Ottawa Citizen, February 11, 1904, reported on the first hearing of the Board of Railway Commissioners. 
2	 The limitations of the Privy Council’s Railway Committee are discussed in W.T. Jackman’s Economics of 

Transportation, p. 659-660, and Ken Cruikshank’s Close Ties: Railway 5, Government, and the Board of 
Railway Commisioners, 1851–1933, p. 57-64.

3	 Two histories that describe the early transportation system in British North America and in the first years 
after Confederation are Oscar D. Skelton’s The Railway Builders, and G.P. de T. Glazebrook’s A History of 
Transportation in Canada, Volumes I and II.

latory body to ensure that the public interest was 
served in the race to expand Canada’s railways.2 

Railways had been at the centre of economic 
growth in Canada since the 1850s. In fact, they 
had played a dramatic role in the creation of 
Canada. The Grand Trunk Railway, completed 
between Toronto and Montréal in 1856, linked 
Canada West with Canada East (now Ontario 
and Québec), and helped to lay the groundwork 
for Confederation.3 

The promise of a railway was instrumental in 
the decision of Nova Scotia and New Brunswick 
to join as well. (The Intercolonial Railway was 
completed in 1876, linking Nova Scotia and New 
Brunswick to Québec.) In 1871, British Columbia 
was drawn into Confederation with the promise 
of a rail link to the rest of Canada. The result 
of that provision was Canada’s first transconti-
nental railway, completed in 1885 by Canadian 
Pacific Railways (CP). Aid for Prince Edward 
Island’s debt-ridden railway, and a year-round 
link to the mainland, lured that province into  
the union in 1873.

At the dawn of the 20th century, shiploads of 
immigrants were pouring into the country’s 
ports, and the railways, with their huge land 
grants, were largely responsible for where they 
settled. Railway companies also controlled 
the movement of goods and passengers across 
the country, and were vital to the Dominion’s 
industrial growth.
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dependent on rail travel for supplies and markets, 
shippers began to complain about freight prices 
and about the railways’ near monopolies on 
transportation. Railway companies argued that 
they needed to charge rates that would pay their 
costs, which indeed they did. But they were not 
charging everyone the same rate, and that was 
the crux of the problem.4 

Freight-rate competition was healthy in  
Central Canada, where several railway compan
ies vied with one another, with water transport
ation and with American railways south of 
the border for customers. The railways had  
to set competitively low rates, often offering  
special deals to their bigger and better customers.

But in regions where competition was low or 
non-existent, freight rates were set higher. The 
railway companies reasoned that they were 
recouping the profits that they had shaved off in 
the more competitive regions. It made good busi-
ness sense to them, but not to the shippers being 
charged the higher rates. Inevitably the com-
plaints were heard by the politicians in Ottawa.

Some of the loudest complaints came from the 
Western provinces where the only transcontin
ental railway, CP, had held a virtual monopoly 
since 1885. Successive governments in Ottawa, 
which had heavily subsidized much of the 
railway construction across Canada, sought 
a solution to the debate.

4	 Accounts of the development of Canada’s freight rate structure can be found in A.W. Currie’s Economics 
of Canadian Transportation, Ken Cruikshank’s Close Ties and W.T. Jackman’s Economics of Transportation.

5	 Ken Cruikshank, Close Ties, p. 48.
6	 The Dictionary of Canadian Biography, Volume XIII, (1901-1910) describes A.G. Blair’s political and personal 

life. Mrs. Blair’s social skills are mentioned in Sandra Gwyn’s The Private Capital.

When Andrew G. Blair became Canada’s Minister 
of Railways and Canals in 1896, there was already 
a Railway Committee of the Privy Council, of 
which he became chairman. The Committee had 
been created by the Railway Act of 1888. (This 
Act was a revision of the General Railway Act of 
Canada of 1868, the first railway legislation after 
Confederation, which itself was drawn from 
The Railway Clauses Consolidation Act of 1851. 
Neither of these acts had any real force, and the 
railway companies had largely ignored them and 
set their own rates.)5

The Railway Committee of the Privy Council was 
intended to regulate railway freight rates and to 
hear complaints as a judicial body. But Blair soon 
discovered that it had serious defects: it was 
made up of politicians who could not be called 
unbiased; it was based in Ottawa and did not 
travel; committee members did not have any tech-
nical training; and there was no permanent staff.

A lawyer and a seasoned politician, Blair was 
known for his canny political mind and his 
unwavering determination. He had sat for 
18 years in the New Brunswick legislature, 
14 years of that time as premier. When he joined 
Sir Wilfrid Laurier’s government, he was 52 years 
old. He brought with him to Ottawa his wife, 
Anne, a welcome addition to the capital’s social 
circle, and those of his ten children who were 
still living at home.6

As Minister of Railways and Canals, he set to 
work to find solutions to the freight-rates 
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problem. In 1897, Blair worked on the Crowsnest 
Pass Agreement in which the government gave 
CP a subsidy for construction of its Crowsnest 
Pass line in return for the company reducing 
rates — the so-called Crow rate — on grain going 
to the Lakehead and to many westbound routes.

In 1899, Blair commissioned Simon J. McLean, a 
noted political economist of the time, to study 
railway commissions in Britain and the United 

7	 Ken Cruikshank, Close Ties, p. 65.

States, and then, in 1901, to examine railway rates 
in Canada. With the results of McLean’s two 
reports, Blair introduced a bill in 1902 to establish 
a railway board. That bill was rejected, so Blair 
went back to work to draft another proposal.7 

On March 20, 1903, he introduced a revised bill 
to establish a Board of Railway Commissioners, 
an independent body with regulatory powers 
over railways. That bill passed, and with the 

GRAND TRUNK RAILWAY “TEN WHEELER” STEAM  
LOCOMOTIVE NO. 986, 1900, CSTM/CN003833
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it would become law.

Meanwhile, the government was considering 
another solution to the freight rates issue — 
competition. And Sir Wilfrid Laurier had taken 
the matter into his own hands. Two railway 
companies had been lobbying for several months 
for government funds to expand their lines in 
the West.

Laurier held the view that, with competition, 
CP would lower freight rates, western shippers 
would be happy, and the competing railways 
would flourish. He also had visions of the 
grain-rich West expanding with new settlers 
and new industry. He reasoned that a second 
railway would be needed to accommodate this 
burgeoning wealth.

The Grand Trunk Railway — with lines within 
Central Canada that reached from North Bay, 
Ontario in the north, to Chicago in the U.S. 
Midwest, and to Portland, Maine in the East — 
proposed, with government support, to build 
a western system from its northern terminus 
at North Bay to Winnipeg, and on to the West 
Coast. Promoters of the Canadian Northern  
Railway (CN), with links from Edmonton to Port 
Arthur (now Thunder Bay), proposed branches 
extending east and west to both coasts. At first, 
Laurier attempted to work out a deal in which 
the two railway companies would combine their 
efforts into one transcontinental network, but 
an agreement could not be reached.8 

Laurier remained determined to have a second 
transcontinental railway. He favoured the Grand 
Trunk and proposed a deal in which the gov-

8	 Joseph Schull, Laurier: The first Canadian, p. 422.

ernment would build the eastern section of the 
new line and the Grand Trunk would build the 
western portion.

Blair objected, chiefly because the Grand 
Trunk already had an eastern terminus 
at Portland, Maine, completely bypassing 
the Maritime provinces. Blair had his own pro-
posal — the Canadian Northern, with an exten-
sion to the West Coast, would hook up with the 
government-owned Intercolonial at Québec City, 
which would take traffic through the Maritimes 
to Halifax.

Laurier would not be deflected from his own 
developing plan. Blair would not support him.  
In the resulting impasse, Laurier decided to 
ignore Blair, excluding him from the railway 
discussions. On July 13, 1903, Blair resigned as 
Minister of Railways and Canals.

On July 30, Laurier presented his bill giving the 
go-ahead for the Grand Trunk Pacific Railway. 
Blair stood as a private member in the House of 
Commons on August 11, 1903, to deliver a speech 
condemning the Grand Trunk plan. It was a 
stirring bit of rhetoric, but it had little effect on 
the plan. On September 29, the bill passed its 
third reading.

In December, Laurier appointed Blair to head the 
new Board of Railway Commissioners. The two 
men had not resolved their differences, but the 
veteran politicians had made expedient choices. 
Laurier saw that Blair’s proven abilities would be 
put to good use as chairman of the new Board, 
and appreciated the advantage of removing him 
from the House of Commons where he could 
cause trouble.
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Blair, for his part, had failed to stop the Grand 
Trunk bill and was short of allies in the House. 
The task of leading the new Board, his brainchild, 
through its first faltering steps was an opportune 
route for retreat. And so there he sat on that 
frosty February day in 1904, in an office he had 
known well as a cabinet minister. The Board had 
been given temporary quarters in the Railway 
Committee’s old offices, in the West Block of  
the Parliament Buildings.

But, despite the familiar surroundings, Blair had 
entered a whole new realm, an uncharted course 
in Canadian regulation. No one could doubt the 
tremendous authority that had been bestowed 
on the Board. It had the full powers of a Superior 
Court to hear all railway complaints and its 
decisions had the force of law. It had regulatory 
powers over construction, operation and safety 
of railways (except those owned by the govern
ment), and on such matters as freight rates, 
fares, demurrage and other charges.

According to the Railway Act, the Board was to 
consist of three commissioners, each appointed for 
a ten-year term. Michel E. Bernier, who had been 
in Laurier’s cabinet as Minister of Inland Revenue 
and who had sat on the Railway Committee of the 
Privy Council with Blair, was appointed the Deputy 
Commissioner. The other member of the Board 
was James Mills, who had been called from his 
post as the first president of the Ontario Agricul-
tural College in Guelph, Ontario.

Together the three men set to work to establish 
rules and regulations for the new body. They 
had no models to follow. Theirs was the first 
independent regulatory body established by 
the Dominion government. They would lay the 
groundwork for a new method of public regulation 
in Canada.

The first Annual Report of the Board shows that 
the commissioners took up their tasks with a great 
deal of energy. Between February 9 and October 18, 
the Board held 62 days of public sittings. Although 
38 of those days were spent in Ottawa, the Board 
travelled to Toronto for six days of hearings in June 
and, between August 8 and September 18, it held 
18 days of sittings in 15 different locations between 
Winnipeg and Victoria.

The Board also hired 19 permanent employees — 
one of them being Blair’s son and namesake, 
A.G. Blair Jr., as the Board’s law clerk — and set 
up four departments to handle routine work.

The Records Department dealt with the paper-
work — complaints received by the Board, orders 
and decisions issued by the Commissioners as well 
as investigations carried out. The Traffic Department 
dealt with tariffs and freight classifications. The 
Engineering Department inspected and approved 
construction and repairs on railways and crossings. 
The Accident Branch investigated railway accidents.

The Board was also establishing its credentials 
with the Canadian public. In July 1904, the Law 
Journal reported that “we doubt if even the 
Dominion Government, which constituted the 
Board, has yet realized that it has created a Court 
of such extended jurisdiction as this Board pos-
sesses, and which jurisdiction, if wisely exercised 
by a tribunal of competent members, will be both 
a safeguard to the public and a speedy method of 
settling differences between railway companies.”

But the 60-year-old Blair, busy as he was marshalling 
the Board through its formative days, had not 
hung up his gloves in the political ring. The fall of 
1904 brought the excitement of a federal election 
and fresh battles to be fought. Laurier led his cam-
paign with promises of a bigger and better Canada.
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The election would yield one of the most 
often repeated — and misquoted — phrases in 
Canadian political history. On October 15, The 
Globe newspaper reported on an election rally 
for Laurier, at Massey Hall in Toronto. “Let me 
tell you, my fellow countrymen, that all the signs 
point this way, that the twentieth century shall be 
the century of Canada and of Canadian develop-
ment,” Laurier declared. Among Laurier’s prom-
ises was the second transcontinental railway that 
his deal with the Grand Trunk Railway Company 
would provide.

Four days later, the October 19 edition of the 
Daily Telegraph in Saint John, New Brunswick 
carried a blaring headline, “BLAIR RESIGNS 
AND WILL STUMP COUNTRY AGAINST G.T.P. 
SCHEME.” According to The Telegraph, Blair 
had sent the following telegram to its editor: “I 
authorize the announcement that I have resigned 
my position as Chairman of the Railway Com-
mission and have notified the Prime Minister 
that, beyond re-affirming my strong objection 
to the Grand Trunk Pacific scheme, I have no 
present intention of re-entering public life.”

FIRST PASSENGER TRAIN TO EDMONTON FROM 
WINNIPEG, CANADIAN NORTHERN RAILWAY 
COMPANY, 1905, CSTM/CN002380
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Laurier’s deal with the Grand Trunk Railway had 
stipulated that the Dominion government would 
build the eastern half of the system, from Win-
nipeg to Moncton, New Brunswick, to be called 
the National Transcontinental. After completion, 
the government would lease that section to 
the Grand Trunk’s still-to-be-built subsidiary, 
the Grand Trunk Pacific, which would extend 
across the Prairies to the port of Prince Rupert 
in British Columbia. However, Blair, along with 
many others, raised doubts that the Grand Trunk 
would use Moncton as its eastern terminus when 
it already had one in Portland, Maine.

Another story in the Telegraph that day carried 
Blair’s last address as chairman to the Board of 
Railway Commissioners. “I feel that this infant 
child, at whose birth I closely attended, has been 
nursed by this time into some degree of strength 
and vigour. What little abilities and energies 
I possess have been applied in that direction. 
I think it has now got fairly well on its feet, that 
it will be able to move along and that it will grow 
in favour. I believe that this commission will 
grow in strength and usefulness and come to be 
regarded as one of the most important and useful 
institutions in the country.” He also alluded 
to “prospects” in his future, suggesting that he 
might have other job opportunities.

Blair’s warning about the Grand Trunk was 
repeated on October 22 in the Saint John Tele-
graph: “It is vital that the Government should 
not only own but operate the railway, because 
in no other way can you guarantee that the 
traffic will go through a Canadian outlet. We are 
spending the money, and we are getting nothing 
for it.” Blair again trumpeted the advantage of 

9	 Ibid, p. 441-444.

the government-owned Intercolonial Railway 
system through the Maritimes.

The views expressed by papers varied according 
to their political alignment, some maintaining 
that Laurier’s Grand Trunk deal was selling 
Eastern Canada down the river. The Maritimes 
fretted that they would be thrust out in the cold 
if the Grand Trunk project went ahead. Reports 
speculated that Blair would run as a Member of 
Parliament, that Laurier’s defeat was imminent. 
Other papers minimized the impact of Blair’s 
opposition and even questioned the authenticity 
of Blair’s telegram that had been quoted in the 
Saint John Telegraph.

A week earlier, William Mackenzie and Donald 
Mann, the promoters behind the CN, had bought 
La Presse newspaper in Montréal. A rumoured 
conspiracy to turn La Presse, into a weapon against 
Laurier sent the Prime Minister scurrying to  
Montréal to root out the suspected perpetrators.9

Then, on November 1, Blair’s withdrawal from 
the political campaign was announced. Under 
the headline “BLAIR ON THE RAILWAY JOB”, 
the Telegraph reported: “Hon. A.G. Blair stated, 
before he resigned as Minister of Railways (he had 
resigned from that post in 1903), that he could 
not stand up in Parliament and attempt to steer 
through the Grand Trunk Pacific bill without 
wearing a mask and carrying a dark lantern, so 
great was the swindle of public money.”

But, the front-page story continued, “And it is only 
(now in November 1904) the sudden illness in 
Mr. Blair’s family that prevented him from taking 
the stump against this outrageous expenditure of 
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But the message was clear. Blair had withdrawn 
from the election campaign. He had given his final 
performance on the political stage.

On November 3, 1904, Laurier and his govern-
ment were re-elected and the Grand Trunk 
Pacific deal went ahead, though it would be 
several years before the railway construction 
was completed. And, as it happened, the promoters 
of the CN expansion managed to beg and borrow 
enough financial backing to build their own 
transcontinental route that would link with the 
Intercolonial line. Canada would have not two, 
but three transcontinental railways, to cross its 
great expanse from sea to sea.

Back at the offices of the Board of Railway 
Commissioners, Albert C. Killam moved into the 
chairman’s spot on February 7, 1905.10 He was a 
career jurist, although he had spent a brief time 
in the Manitoba legislature. Born in Nova Scotia, 
the son of a sea captain, he had gone to Ontario 
to study and practise law, and then on to Winnipeg 
where he had risen to the position of Chief 
Justice of the Court of Queen’s Bench in 1899. 
In 1903, he had become a justice of the Supreme 
Court of Canada.

With Killam in charge, politics were pushed 
aside while the Board turned to the pressing 
business at hand. In the next two years, the 
Commissioners made two major decisions 
regarding freight rates that illustrate the early 
acceptance of the principle of different rates 
according to region. In 1906, the Board allowed 
the use of the “mountain scale”, a higher tariff 

10	 Biographical information about Albert C. Killam and his successors on the Board of Railway Commissioners 
can be found in Annual Reports and in various editions of Who’s Who in Canada.

charged by CP on freight going through British 
Columbia. The Board had decided that the 
higher rate was justified because the cost of 
moving freight through the Rockies was greater 
than elsewhere. In 1907, at a Toronto hearing 
on international rates, the Board reduced tariffs 
on freight carried in Ontario and Québec in 
response to lower tariffs south of the border.

In 1908, the Board assumed jurisdiction over 
express, telephone and telegraph tolls. The Board 
approved tariffs and the licensing of new compan
ies, and settled disagreements. Not only did the 
new duties represent confidence in the Board, but 
they also underscored the link between telecom-
munications and the railway. The telegraph system 
followed the railways’ rights of way and was used 
by the railways for signalling.

Newspapers also relied on the telegraph to 
transmit news. In 1910, the Board ruled that CP, 
which was operating a telegraph news service, 
was using discriminatory pricing by charging 
a higher price for delivering messages that 
originated with other news services. The Board’s 
ruling established a basic principle of Canadian 
telecommunications — the separation of control 
of message content from control of transmission. 
In the telephone industry, a similar principle was 
used when Bell Telephone, which had a mono
poly in a large part of Canada, was prohibited 
from providing content-based services.

Another major area of regulation for the 
Board was railway safety. In 1907, the Board 
received a petition from the Ontario Trainmen’s 
Association expressing concerns about safety 



C
A

N
A

D
IA

N
 T

R
A

N
SP

O
R

TA
TI

O
N

 A
G

EN
C

Y
     







12
 

regulations for railway workers. The workers had 
reason to be concerned. In the twelve-month 
period ending in March 31, 1908, the death toll 
in railway accidents was 529 with 1,309 people 
injured. Among the dead were 246 employees. An 
alarming 806 rail workers had been injured. The 
Board’s Accident Branch reported that year that 
derailments and head-on collisions accounted 
for about 40 per cent of the casualties and 
added, “This is a state of affairs that calls for the 
Board’s immediate attention.”

The Board had already created the Railway 
Equipment and Safety Appliance Department, 
but the railway employees proposed a Uniform 
Code of Train Rules for Canadian Railways that 
would ensure that employees were well trained, 
trains were properly equipped and hazardous 
practices were eliminated. The Board invited 
railway companies and other interested par-
ties to respond and, on July 12, 1909, the new 
Uniform Code was adopted.

On March 1, 1908, Chief Commissioner Killam 
died of pneumonia. It was a great loss to the 
Board as described in the Annual Report of that 
year: “Mr. Killam never spared himself and .... 
he was indefatigable in his efforts to carry into 
effect the purposes for which this Board was 
created. ... Mr. Killam realized that the Railway 
Act was ‘on trial’ and that it was well to proceed 
carefully and cautiously. He felt that when action 
was taken by the Board, there should be, as far 
as possible, no uncertainty in regard to the pro
priety and correctness of such action.”

On March 28, 1908, James Pitt Mabee, a 
judge from Ontario’s High Court of Justice, 
became the new chief commissioner, and then 
on July 29, the Railway Act was amended to 

enlarge the Board to six members from three. 
A new requirement stated, “Any person may be 
appointed chief commissioner or assistant chief 
commissioner who is or has been a judge of the 
Superior Court of Canada or of any province, 
or who is a barrister or advocate of at least ten 
years’ standing at the bar of any province.”

D’Arcy Scott, a prominent lawyer and the mayor 
of Ottawa, was appointed the Assistant Chief 
of the Board. Simon J. McLean, the political 
economist who had written the railway reports 
that had formed the basis for Blair’s bill to create 
the Railway Board, was another worthy appoint-
ment. The third was Thomas Greenway, who had 
been Premier of Manitoba from 1887 to 1900, 
and for a time its Agriculture Minister, and who 
had firsthand knowledge of the West’s attitude 
to railway rates. Greenway, however, was 70; he 
took ill upon arrival in Ottawa and died without 
ever sitting on the Board.

In May 19, 1909, a further amendment to 
the Railway Act gave the Board of Railway Com-
missioners jurisdiction over electric power rates. 
The Board, with its increasing workload and 
growing staff, began to lobby for larger quarters. 
(Since its early days, it had offices and a court-
room at 64-66 Queen Street in Ottawa.)

A Railway Grade Crossing Fund was introduced 
in 1909, to be administered by the Board with an 
annual injection of $200,000 from government, 
which would help provide devices like signs, 
lights and fencing to protect the public at rail-
way crossings.

In the Annual Report of 1910, the Accident 
Branch stated: “Accidents for the period ending 
March 31, 1910, would be a record (low) had it not 
been for the unfortunate accident at Spanish River.”



13
     







A
T 

TH
E

 H
E

A
R

T 
O

F 
TR

A
N

S
P

O
R

TA
TI

O
N

: 
A

 M
O

V
IN

G
 H

IS
TO

R
YA CP train travelling from Montréal to Minneapolis 

derailed on January 21, 1910, about 37 miles west 
of Sudbury, Ontario. According to the weekly 
newspaper, the Renfrew Mercury, “at least half a 
hundred human beings had been hurled to imme-
diate death or almost immediate destruction when 
a train, called the Soo Express, left the rails on a 
straight piece of track just east of the bridge over 
the Spanish River”.

“The engine, tender, mail, express and baggage 
cars remained on the rails and the second-class 
car narrowly escaped going off where the rails 
spread.” However, the next second-class car 
swung around to hit the bridge and burst into 
flames. “Following these (cars) came the diner 
and the first-class car, which plunged downward 
into the river on the north side of the bridge. The 
sleeper following plunged down an embankment 
twenty feet high, and turned over on its side at 
the edge of the ice.” The death toll was reported 
at 42, though newspaper reports speculated that 
some bodies would never be recovered from the 
ice-bound river. Twenty people were injured.

Six weeks later, there was another dreadful 
accident. On March 4, a sudden avalanche killed 
62 CP workers west of Rogers Pass. The workers 
had been clearing the tracks of snow from an 
earlier avalanche, according to a Vancouver 
Province report the next day. They were buried 
in snowbanks more than twenty feet high. The 
train’s engine, sitting on the tracks, was over-
turned by the impact. There were no survivors.

The Board dealt with other safety concerns. In 
March 1911, it issued a circular to the attorneys 
general of the nine provinces. “During 1911, 
140 persons were killed and 69 injured while tres-
passing on railway property. Companies are doing 

their utmost to prevent this unnecessary killing 
... but when they prosecute ... many magistrates 
look upon the matter as so trivial that it has been 
found most difficult to obtain convictions. Unless 
offenders are prosecuted, it will be impossible to 
lessen this death rate.”

In November 1911, the Board of Railway Commis-
sioners and its staff, now numbering 63, moved to 
the newly constructed Grand Trunk Railway Station 
building at the corner of Rideau and Elgin Streets.

Meanwhile, shippers and railway companies contin-
ued to bicker about the various freight rates charged 
in different regions and for different commodities. 
Hopes were diminishing that the two new trans-
continental railway companies would eliminate 
the imbalance in rates. The Grand Trunk and 
Canadian Northern were both struggling under 
the financial burden of their expansion projects, 
while Canadian Pacific, with good management, 
was continuing to operate at a profit.

In 1910, boards of trade in the western provinces 
had raised an outcry against what they called 
“discriminatory freight rates” and Chief Com-
missioner Mabee began an investigation into 
the rates and the so-called mountain scale. But 
Mabee did not get a chance to finish his task. 
On April 29, 1912, while presiding over a sitting 
of the Board in Toronto, the robust 52-year-old 
Chief Commissioner suffered an appendicitis 
attack and died on May 6.

Henry L. Drayton, a distinguished lawyer, left his 
job as counsel for the City of Toronto to replace 
Mabee on June 29. He was just 43, but already had 
made an impression in Canada’s legal community. 
Drayton quickly set to work on the freight rates 
case. By November 24, 1913, hearings were wrapped 
up and a decision was issued on April 6, 1914.
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The Board found that although the higher 
freight rates in Western Canada might be 
discriminatory, they were justified by the greater 
competition that the railway companies faced 
in the eastern provinces and that the rates were, 
in fact, reasonable.

The Manitoba Free Press in Winnipeg ran this head-
line on April 8, “RAILWAY COMMISSION REFUSES 
WESTERN DEMAND FOR EQUALITY OF RATES 
WITH EASTERN CANADA” and went on to explain: 
“The lowest scale in the West, namely the Manitoba 
standard tariff, will apply to the other two Prairie 

provinces and the British Columbia lake section. 
A somewhat higher but decreased standard is to 
apply to the Pacific section.”

Although Manitoba was unhappy with the decision, 
others in the West gave it a warmer reception.

The Regina Leader-Post was full of praise: 
“The Board of Railway Commissioners, and 
particularly its chairman, Mr. H.L. Drayton, 
are deserving of credit for the comprehensive 
manner in which they have dealt with what was 
admittedly a complicated and difficult problem. 

PEOPLE, AIRPLANES AND THE R.100 AT 
SAINT-HUBERT, QUÉBEC, AUGUST 1930, 

CSTM/CN000246
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of the best acts of the Laurier government. It has 
revolutionized railway matters in Canada.”

The Calgary Herald noted “the great advantage of 
having a permanent Board of experts on the job.” 
A large photograph of the handsome Chairman 
Drayton was carried on the front page, with a 
caption that explained, “This is the man who 
made the decision,” as if he was particularly 
deserving of gratitude.

Meanwhile, the Board’s staff was dealing with 
other urgent matters. Fires had been a persistent 
hazard along the railway lines, especially in 
forested areas, and on January 1, 1913, the Board 
appointed a full-time fire inspector.

“A condition of unusually severe drought 
obtained during the spring and summer season 
of 1914,” the Annual Report for that year stated. 
“A total of 1,346 fires are reported as having 
started within 300 feet of the railway track, 
throughout the Dominion, during the fire season 
of 1914. These fires burned over a total area of 
191,770 acres, of which 49,326 acres were young 
forest growth ... and 107,496 were merchantable 
timber.” Of the 1,346 fires, 904 were reported to 
have been caused by railways. The Board issued 
orders to clear brush from rights of way, and to 
install fireguards. The Board also began to study 
the sparking hazards presented by certain types 
of coal. It suggested that oil-burning engines 
were less likely to emit sparks.

The Grand Trunk Pacific had completed its 
tracks from Prince Rupert to Winnipeg on 
April 7, 1914. The Canadian Northern would not 
finish construction of its transcontinental route 
until 1915. Both companies were struggling finan-
cially and made repeated pleas for government aid.

Then, as Canadians moved through the sultry 
days of the summer of 1914, an ominous rumble 
could be heard from across the Atlantic. German 
troops were charging through neutral Belgium 
in their advance on France. Great Britain issued 
an ultimatum for Germany to withdraw from 
Belgium. When the ultimatum’s deadline expired 
on August 4, Britain declared itself at war. Canada 
followed suit, and suddenly — almost over-
night — the country’s domestic problems were 
shoved aside.

The hopes of the debt-laden Grand Trunk and 
CN for more government support or for foreign 
investment evaporated with the onset of war. 
The War Measures Act of 1914 conferred emergency 
powers on the federal cabinet. 

The whole machinery of government was 
directed to the war effort, and gradually all facets 
of Canadian industry and trade — from food and 
clothing to fuel — fell under special regulation. 
As the years dragged on, the cost of supporting 
the war took its toll and shortages developed.

The human sacrifice was tremendous as more 
and more soldiers signed up for service. In its 
Annual Reports during the war years, the Board 
of Railway Commissioners carried its own 
honour roll, listing employees who had joined 
the Canadian Expeditionary Forces Overseas. 
Canada’s workforce shrank; at the same time, 
industries slowed peacetime-style production, 
shortages developed and prices rose. Workers at 
home, seeing themselves at an advantage with 
the reduction in manpower, demanded higher 
wages and prices continued to climb.
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T H E  H O P E S  O F  T H E 
D E B T - L A D E N  G R A N D 
T R U N K  A N D   C N   F O R 
M O R E  G O V E R N M E N T 
S U P P O R T  O R  F O R 
F O R E I G N  I N V E S T M E N T 
E VA P O R AT E D  W I T H 
T H E  O N S E T  O F  WA R . 
T H E   WA R  M E A S U R E S 
A C T   O F  1 9 1 4   C O N -
F E R R E D  E M E R G E N C Y 
P O W E R S  O N  T H E 
F E D E R A L  C A B I N E T. 

In 1915, the railway companies applied for rate 
increases in Eastern Canada, and in 1916 the 
Board granted their demands. The railway 
companies themselves sought remedies to their 
financial woes. On October 23, 1917, the Canadian 
Railway Association for National Defence was 
formed, and railway companies began cooperat-
ing to avoid duplication of services and to deal 
with rail-car shortages.11 

As the price of the First World War mounted, the 
Board of Railway Commissioners granted further 
nationwide railway rate increases in 1917. But the 

11	 Ken Cruikshank, Close Ties, p. 135.

western provinces and agricultural organizations 
appealed the decision to the government. Prime 
Minister Robert Borden responded by making 
the increase effective for only one year after the 
war, and by imposing a war tax on CP, which was 
still managing to keep its accounts in the black. 
The increase went into effect in March 1918.

A few months later, in July, the railway compa-
nies asked for another rate increase, this time 
because U.S. railway workers had won a signifi-
cant increase in wages and their Canadian coun-
terparts were threatening to strike. This time, 
the increase was issued by Borden’s government 
upon the Board’s recommendation.

The increases came too late, however, for the 
Grand Trunk and the Canadian Northern. Both 
railway companies teetered near bankruptcy. 
In 1915, the Grand Trunk had reneged on the 
deal made with Laurier over a decade earlier 
to take over the National Transcontinental, 
which had been completed on June 1, 1915, with 
government funds. It also offered to hand over 
its western subsidiary, the Grand Trunk Pacific, 
to the government.

In May 1916, Borden appointed a Royal Commis-
sion on Railways. He chose the Chief Com-
missioner Drayton from the Board of Railway 
Commissioners to serve on the royal commis-
sion along with W. M. Acworth, a British railway 
economist, and A.M. Smith, president of the 
New York Central Railway. Their findings were 
released in May 1917. Although Smith dissented, 
Drayton and Acworth agreed that the CN, the 
Grand Trunk and the Grand Trunk Pacific 
should be united into a single national railway 



17
     







A
T 

TH
E

 H
E

A
R

T 
O

F 
TR

A
N

S
P

O
R

TA
TI

O
N

: 
A

 M
O

V
IN

G
 H

IS
TO

R
Ywith other railways that the government already 

owned, including the Intercolonial.12 

A revised Railway Act of 1919 provided for the 
incorporation of the Canadian National Railways 
Company with a board of trustees to oversee 
its management. By 1923, with the addition of 
the Grand Trunk and Grand Trunk Pacific, the 
amalgamation was completed and the Canadian 
National Railways system was in operation.

The war alone could not be blamed for the failure 
of the competing railway companies. Over-building 
and duplication of services had crippled them with 
debt. The enormous growth that had been anti
cipated in the West at the turn of the century had 
not materialized. Immigration had been curtailed 
by the war, as had industrial development.

The war had taken a terrible toll on Canada. When 
peace finally arrived, the country was weighed 
down with enormous debt, high inflation and 
shortages in food and other staples. Its industries 
were in disarray. It had lost a large part of its work-
force on Europe’s battlefields. Many of those who 
came home were maimed in body and spirit.

The Winnipeg General Strike, in 1919, lasted 
from May 15 to June 25, involved more than 
30,000 workers, and resulted in a violent clash 
with the Royal NorthWest Mounted Police. 
Thirty people were injured and one died. Other 
strikes broke out across the country that summer.

At the Board of Railway Commissioners, changes 
were afoot. Chief Commissioner Drayton had 
been granted a knighthood for his war effort. On 
August 1, 1919, he left the Board to become finance 

12	 William T. Jackman, Economics of Transportation, p. 688-9.

minister in Borden’s government. The next day he 
was replaced by Frank Carvell, who had just jumped 
ship from his post as Public Works Minister.

The new chairman was popularly known as 
Fighting Frank Carvell. He had none of Drayton’s 
polish or charm. At 57, he was a lawyer and a 
politician who, after a brief excursion to the New 
Brunswick legislature in 1899, had resigned to 
run federally. He lost in the election of 1900, but 
won in 1904 and sat with Laurier’s government. 
He then broke with Laurier over the conscription 
issue and joined Borden. Carvell was brusque in 
demeanor, a legacy from his early training in the 
Canadian militia, and had a reputation for being 
outspoken and feisty. His character was perhaps 
not ideal for a judicial position.

The railway companies continued to seek 
increases to their rates. Although CP was still 
operating in the black, the higher cost of labour 
and fuel was hurting all the railway companies. 
When Arthur Meighen took over the government 
on July 20, 1920, there was an application from 
the railway companies for a 35 per cent advance 
before the Board of Railway Commissioners. 
But objections had been raised by shippers and 
regional interests.

Carvell called for a Board hearing in Ottawa for 
August 10. He refused requests to hold hearings 
around the country on the issue. An article 
in the Manitoba Free Press on August 6, 1920, 
offered some reaction to Carvell’s decision: 
“Curtly declining to consider the request of the 
Calgary board of trade for a western sitting of 
the Railway Commission before applications for 
rates increases are disposed of, and charging 
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his telegram ‘collect,’ Hon. Frank B. Carvell, 
chairman of the Railway Commission, wired the 
Board yesterday as follows, ‘Telegram received. 
All principles therein set forth can be argued in 
Ottawa as well as in the West.’ ” The Free Press 
story continued, “His lack of courtesy, and his 
departure from the universal business practice 
of prepaying messages of this character, cause 
widespread comment.”

13	 Both A.W. Currie’s Economics of Canadian Transportation and Ken Cruikshank’s Close Ties deal at some 
length with various freight rate decisions.

Carvell wrapped up the rates hearing by August 21, 
and issued a judgment on August 27, raising rates 
between 35 and 40 per cent. Provincial, municipal 
and shipping representatives appealed to the govern
ment. Prime Minister Meighen asked the Board to 
review its decision, although he did not raise any 
real objections to it. Upon review, the Board restated 
its decision. The Board was displaying its indepen-
dence and resistance to political pressure, a laudable 
response, but the shippers were not appeased.13 

FIRST TRAIN INTO THE PAS- RAILROAD EMPLOYEES AND PASSENGERS 
WITH LUGGAGE, THE PAS, MANITOBA, 1908, CSTM/CN002526
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Carvell set out with Commissioner A.C. Boyce 
to hold hearings in Western Canada on rate 
equalization, that is, charging shippers the same 
rates no matter in what part of the country they 
did business or what commodity they shipped. 
The hearings that followed revealed just how 
impossible an equalization scheme would be in a 
country with so many diverse regional interests. 
It was becoming painfully obvious that there 
would be no satisfactory solution, within the 
Board’s regulatory powers, to the divergent 
regional interests and the profit objectives of the 
railway companies. Carvell, for his part, made 
some public speeches defending previous Board 
decisions, and was criticized for expressing his 
opinions so openly. He was straying from the 
impartiality required in his position.14

The governments of Arthur Meighen and his suc-
cessor, William Lyon Mackenzie King, continued 
to grapple with the equalization of freight rates. 
At the same time, the Canadian economy entered 
a downturn that lasted into the mid-1920s. The 
railway companies reduced some rates of their 
own accord and the railway commission lowered 
some more.

In 1922, the government appointed a special 
committee to study the Crowsnest Pass Agree-
ment of 1897, in which CP had agreed to certain 
rate reductions. The committee restored some 
parts of the original Crow agreement — which 
had been lifted during the war — to reduce rates 
for shippers.15 

14	 Cruikshank, p.151-3.
15	 Cruikshank, p.164.
16	 Cruikshank, p.186-9.

In 1923 the Board, at the request of cabinet, reduced 
railway rates on grain exports from Vancouver.

On August 9, 1924, Frank Carvell died amid a 
clamour for an investigation of the Crow rate.

Prime Minister Mackenzie King appointed 
Harrison A. McKeown, the chief justice of New 
Brunswick’s Supreme Court, to replace Carvell. 
McKeown had served in the New Brunswick 
legislature as Solicitor General and Attorney 
General. In 1908, he was appointed a justice of 
the province’s Supreme Court and later Chief 
Justice. He had also taught law, and had been 
dean of the law faculty at the University of New 
Brunswick from 1922 to 1924. McKeown was 
61 when he joined the Board and he soon found 
problems of his own.

In October, after a seven-day hearing, the Board 
decided to help railway companies by dispensing 
with the Crowsnest Pass Agreement, despite the 
1922 statute that had reinstated the relatively low 
Crow rate on grain.

An appeal to the Supreme Court by the western 
provinces resulted in a ruling in 1925 that the 
Board could not drop the Crow rate. Railway 
companies could, however, use the narrow 
interpretation of the agreement as set in 1897. In 
response, King’s government stepped in to can-
cel the Crow-based rates, except those on grain 
and flour. Parliament also ordered the Board to 
hold a general inquiry into other rate issues.16 
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On September 2, McKeown and Commissioner 
Frank Oliver, a Westerner who had founded the 
Edmonton Bulletin, approved fixing the grain 
rates to Vancouver based on the Crow rate. They 
did this despite the opposition of three other 
Board members, who had made a decision on 
the same issue in 1923. Simon J. McLean, who 
had been with the Board for 17 years, A.C. Boyce 
and Calvin Lawrence, were concerned, in fact, by 
the lack of impartiality in McKeown’s deci-
sion. McLean summed up their objection “that 
fairness and reasonableness of the rate is to be 
determined on the facts after due enquiry; that 
the order was issued on a record partially heard 
and incomplete.”17 

A new method of answering the needs of the 
shippers and the railway companies was found in 
the Maritime Freight Rates Act that was adopted 
in 1927. The Act reduced by 20 per cent the local 
tariffs and rates on freight originating in the 
Maritimes and bound for other parts of Canada. 
The Act also allowed for the compensation of 
railway companies for any losses resulting from 
the reductions. The Board was given the task of 
determining the annual compensation for the 
railway companies.

Also in 1927, the Railway Board issued a decision 
in the General Rates Investigation by which 
it maintained the higher mountain tariff and 
transcontinental rates to interior points; it also 
ordered a lower rate on grain over the Canadian 
National route from the West to Québec City, 
and required railway companies to adopt a more 
liberal interpretation of the 1925 grain legislation.

17	 Board of Railway Commissioners’ Annual Report, 1925.

In 1929, approval of tolls for international bridges 
and tunnels was added to the Board’s jurisdiction.

In the Annual Report for that year, the Board 
stated that the fire season was one of the worst 
seen in 40 years in the Prairie provinces. What 
the report described as a “long period of extreme 
drought and high winds in the West” resulted in 
a poor grain crop that fall.

There was more bad news to come. At the end of 
October, the Wall Street stock market suffered a 
drastic fall in values. On the same day, the Win-
nipeg Grain Exchange was hit by falling prices. 
The Great Depression had arrived. Hundreds of 
thousands of Canadians were unemployed, some 
starved, others lost their homes, and families 
were broken apart.

The government looked for ways to offer assis-
tance. By 1933, more than a million Canadians 
were on government-funded relief. Make-work 
projects were established to give jobs to the 
unemployed. Among the projects were several 
supported by the Railway Grade Crossing Fund. 
From 1930 to 1938, the government increased 
its financial allotment to the Fund, which had 
been administered by the Board since 1909, to 
contribute to safety improvements at highway 
crossings, now with the added objective of 
providing work.

Railway companies also made use of government 
relief funds to clear the railway rights of way. 
A huge clearing effort in 1936 led to this report 
from the Board’s fire inspector: “During the 
season of 1936 the railways ... carried out a large 
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amount of right-of-way clearing with special 
gangs recruited from the ranks of the unem-
ployed who had heretofore been domiciled in 
labour camps throughout the country. This work 
will have beneficial results in greatly reducing 
the fire hazard.”

The next year, the fire inspector reported, “A 
minimum of major clearing of rights of way was 
carried on during 1937. Work in the previous year 
accounted for 1,700 miles, on both sides of the 
tracks.” To no one’s surprise, the number of fires 
along railway lines was greatly reduced that year.

18	 A.W. Currie, p. 448-9.

Meanwhile, McKeown retired on March 1, 1931, as 
chief of the Railway Board. Charles P. Fullerton, 
a justice of the Manitoba Court of Appeal, was 
appointed on August 13, 1931 to replace him.

In November, in the depth of the Great Depres-
sion, R.B. Bennett’s government appointed a royal 
commission to look into the condition of Canada’s 
transportation system. Mr. Justice Lyman Duff, of 
the Supreme Court of Canada, was named head 
of the commission. The CN system was suffering 
financially and the government sought a solution 
to the public railway’s problems.18 

A NEW METHOD OF ANSWERING THE NEEDS OF THE SHIPPERS 
AND THE RAILWAY COMPANIES WAS FOUND IN THE MARI-
TIME FREIGHT RATES ACT  THAT WAS ADOPTED IN 1927. THE 
ACT REDUCED BY 20 PER CENT THE LOCAL TARIFFS AND 
RATES ON FREIGHT ORIGINATING IN THE MARIT IMES AND 
BOUND FOR OTHER PARTS OF CANADA. THE ACT ALSO 
ALLOWED FOR THE COMPENSATION OF RAILWAY COMPA-
NIES FOR ANY LOSSES RESULTING FROM THE REDUCTIONS. 
THE BOARD WAS GIVEN THE TASK OF DETERMINING THE 
ANNUAL COMPENSATION FOR THE RAILWAY COMPANIES.
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In 1932, Sir Henry Thornton resigned as head of 
the CN, a position he had held for close to ten 
years, amid rumours of lavish spending. The next 
year, the government set up a three-member 
board of trustees to govern the CN, and asked 
the 64-year-old Fullerton to head the board.19 

At the same time, the government adopted 
the Canadian National-Canadian Pacific Act of 
1933 to encourage cooperation and coordination 
of the railway system. In the coming years, the 
two railway companies, crippled by the eco-
nomic standstill and loss of customers, would 
agree to pool certain passenger services, and 
eliminate unprofitable duplication of services.

In 1933, the Board of Railway Commissioners 
assumed jurisdiction over the abandonment of 
rail lines, in which they were given discretion to 
weigh the railways companies’ financial respon-
sibilities against the users’ transportation needs.

During 1934 and the first half of 1935, no chief 
was appointed to the Railway Board, and the 
position was temporarily filled by Assistant 
Chief Commissioner Simon J. McLean, who had 

19	 Donald MacKay, The People’s Railway: A History of Canadian National, p.114.

been one of the original designers of the Board, 
and now had served on it for more than 25 years.

On August 12, 1935, Hugh Guthrie was appointed 
as Chief Commissioner by Prime Minister R.B. 
Bennett. A lawyer from Guelph, Ontario, Guthrie 
had a long career in politics, entering the House 
of Commons in 1900. Guthrie was 69 years old, 
and the Board had entered its fourth decade.

Railways were no longer the only means of trans-
porting freight or passengers across the country. 
Road construction — including major projects 
like the Trans-Canada Highway — and techno-
logical advances were making motor vehicles a 
viable source of competition.

The civilian aviation industry had also been 
developing in Canada since World War I. 
Bush-flying had long been an accepted method 
of carrying passengers and goods to areas of 
Canada’s North where no other transportation 
was available. By the mid-1930s, air travel was 
becoming more common with several small 
airline companies operating in Canada.

In 1935, a plan for a national airline was being 
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a fall election brought William Lyon Macken-
zie King to power as prime minister, and the 
transportation portfolio was then entrusted to 
Clarence Decatur Howe.

Howe had been born in the United States and 
trained as an engineer. In Canada, he had made 
a successful business of building grain elevators. 
As the Minister of Railways, Howe disbanded 
the board of trustees that had been overseeing 
the CN, and dismissed Fullerton, the former Chief 
of the Board of Railway Commissioners.

Then he set about reforming Canada’s transpor-
tation system. The Transport Act of 1936 created 
the first federal Department of Transport with 
Howe at its helm. The department consolidated 
the functions of three departments: Railways 
and Canals, the Civil Aviation section which had 
been under the umbrella of National Defence, 
and the Marine Department.

In 1938, the Transport Act was passed creating 
the Board of Transport Commissioners from 
the old Board of Railway Commissioners.

The era of railway supremacy had ended. It was 
time to move on.

Symbolic of that change were two retirements 
announced in the final Annual Report of the 
Board of Railway Commissioners: Simon J. 
McLean, who had written the reports at the 
turn of the century that had assisted A.G. Blair 
in designing the Railway Act of 1903, retired as 
Assistant Chief Commissioner to become a tech-
nical adviser. And A.G. Blair Jr., the son of the 
founder and first chairman of the Board, retired 
as legal counsel on November 28, 1938. He had 
been with the Board since 1904.
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 ++ July 1, 1942, 

Canadian 
Pacific Air 
Lines started 
operations.

++ August 1950, 
railway unions 
held the first 
nationwide 
strike in 
Canada — 
legislation was 
passed to send 
the strikers 
back to work 
after nine days.

A s Canada approached its 71st birthday in the spring of 1938, 
newspapers delivered daily reports of the latest skirmishes 
in Spain’s civil war and of the growing menace of fascism as 

Adolf Hitler’s shadow crept ominously across Europe.

At home, the national economy was shaking off the lethargy that had 
gripped it for almost a decade in the Great Depression.

On May 17, the Canadian Press reported that “more than 585,000 motor 
vehicle licences have been taken out in Ontario this year, 61,000 more 
than in the same period last year.”

A few days later, the Ottawa Citizen reported that “three days ahead 
of schedule, the Dibblee Construction Company started work this 
morning on grading Uplands Airport for Trans-Canada Air Lines, 
preparatory to laying two runways. ...Work on the airport is being 
rushed so that the runways will be ready by June.”

E N G I N E S  O F 
 

THE BOARD OF TRANSPORTATION  
COMMISSIONERS, 1938 TO 1967
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A TCA CANADAIR DC-4M NORTH STAR FLYING OVER 
KINLEY AIRPORT, BERMUDA, 1950, CSTM/CN000261
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On July 2, the Citizen reported that the federal 
cabinet was still working, although Parliament 
had been prorogued the day before, on the 
Dominion holiday. “Governor General Lord 
Tweedsmuir was on hand for the prorogation 
ceremony at midnight Thursday night (June 30) 
but when it was found impossible to wind up 
business by that time, Prime Minister Mackenzie 
King advised him not to postpone his vacation 
trip to England... Mr. Justice Cannon, acting as 
deputy to the Governor General, prorogued the 
session at 3:40 p.m. (on July 1).”

The House had been occupied with the passage 
of several bills in its last days before the summer 
break. One of the bills passed was the Transport 
Act, which created the Board of Transport Com-
missioners with authority over inland waterways 
and airlines, along with jurisdiction over railways, 
telegraphs, telephones, and express companies, 
inherited from its predecessor, the Board of 
Railway Commissioners.

The press made little mention, during those 
formative days, of the man who had directed 
the Board’s creation. But for the next 19 years 
of its existence, the Board of Transport Com-
missioners would constantly be aware of 
C.D. Howe’s presence and of his power over 
transportation policy.

Howe was 49 years old in 1935 when he won 
the Port Arthur riding in Northwestern Ontario. 
Mackenzie King, recognizing him as a shrewd, 
tough-minded businessman, pulled him into his 
new cabinet.20 

20	 Reginald Whitaker, The Government Party: Organizing and Financing the Liberal Party of Canada, 1930-
1958, p. 88 and p.180.

21	 John Robert Columbo, Columbo’s Canadian Quotations, p. 269.

By 1938, as the Minister of Transport, Howe had 
made major policy changes to the transportation 
industry. He had no patience, however, for the 
political life and he made no bones about it. A 
typical remark was: “I do not think I’m doing 
anything useful when I sit in the House and listen 
to the kind of blather that’s being talked here.”21 

Despite his shortcomings in diplomacy, Howe 
was one of Mackenzie King’s most successful 
cabinet ministers. In 1937, he had spearheaded 
the organization of operating and ground services 
for Canada’s first transcontinental air system. 
He then oversaw the creation of Trans-Canada 
Air Lines, the country’s first publicly owned 
airline, as a subsidiary of the publicly owned CN, 
and with a monopoly over the international and 
transcontinental routes, and over airmail service. 
Throughout his political career, TCA would 
remain Howe’s favourite project.

According to the Transport Act, the Board was 
given authority over air and water transport, but 
its powers over these two modes were much 
more limited in scope than over railways. For 
instance, with inland water transportation, the 
Board had jurisdiction over licensing and rates, 
but not over other matters. In the aviation sector, 
the Board had power of approval for licensing 
and rates for air service between specified points 
in Canada, or between specified points in Canada 
and outside, but the actual points and places of 
its jurisdiction would be determined by cabinet.

The Transport Act also gave the Board the power 
to approve agreed-upon charges between carriers 
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heavily regulated railway companies to compete 
in specific areas with the unregulated truckers, 
for instance, by making agreements for special 
rates with large-volume shippers for a minimum 
quantity of freight.

The new Board continued with the same 
commissioners who had been appointed to the 
previous Board, and with the same staff.

The Annual Report of 1939 describes the added 
workload: “A great deal of correspondence, 
discussion and detailed work has been nec-
essary in respect to the licensing provisions 
of the Transport Act, particularly so in respect 
to aviation,” wrote W.E. Campbell, director 
of the Traffic Department. “A large amount of 
educational work has been necessary in the 
preparation and the filing of tariffs; also, it has 
been necessary to investigate alleged violations 
of licences, tariffs, etc., much of which might 
have been avoided had there not been such an 
extraordinary lack of cooperation among the 
various companies, and a greater appreciation of 
the necessity to comply with the principles laid 
down in the Act.”

The Annual Report made no mention of the  
cataclysmic events of the late summer of 
1939 that would take Canada into another 
world war. For several years, tensions had been 
building in Europe as Germany’s Hitler led a 
campaign of aggression against neighbouring 
countries. In 1938, there were plans afoot for a 
British Commonwealth Air Training program 
to be set up in Canada. When Hitler invaded 
Poland in the fall of 1939, there was no turning 
back. On September 10, 1939, Canada declared 
war on Germany.

22	 G.R. Stevens, History of the Canadian National Railways, P. 383.

In the 1940 Annual Report, Chief Engineer D.G. 
Kilburn wrote that besides the normal work of 
the department, “war conditions have imposed 
additional duties. Many new industrial war 
plants and air fields have been constructed 
and existing plants enlarged. The consequent 
increased traffic on the railways brought about 
additions to existing railway track facilities and, 
to meet growing war-time demands for railway 
transportation services, further additions are 
under consideration. These increased facilities 
involve examination, inspection and approval.”

World War II created a boom in Canada’s trans-
portation industry. By the second year of the 
war, CN reported revenues of over $300 million 
and, for the first time in many years, it was not 
dependent on the public purse.22 

Meanwhile, the approval of freight rates was 
removed from the Board’s jurisdiction during 
the war. As noted in the Annual Report of 1941, 
“Order in Council P.C. 8527 of November 1st, 1941, 
imposed restrictions upon the rates charged for 
transportation and communication services. The 
facilities of this department are being utilized 
to assist the Wartime Prices and Trade Board 
in carrying out the provisions of the Order in 
Council.” The government froze prices and 
wages to the level prevailing between September 
and October 1941.

As the Board reiterated in later war-time reports, 
“There can be no increase in any rates or charges 
for transportation of goods or passengers [...] 
without the concurrence of the Wartime Prices 
and Trade Board.”
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Meanwhile, the Board carried on with its regular 
duties of issuing licenses, approving abandonment 
and construction of railway lines, administering 
the Railway Grade Crossing Fund, and investigating 
railway accidents and fires.

On November 3, 1939, Hugh Guthrie, the 
Board’s chief commissioner, died at the age of 
73. Guthrie’s successor was Colonel James Albert 
Cross who had been Saskatchewan’s attorney 
general from 1922 to 1927, under two premiers. In 
World War I, he had served as an officer with the 
28th Battalion and had been made a companion 
of the Distinguished Service Order.

On April 1, 1940, the Ottawa Journal described 
Cross as “a modest soldier-lawyer, who once was 
elected to the Saskatchewan legislature without 
making a single speech” and “at 63, he looks a 
good ten years younger.”

On April 9, C.D. Howe became Minister of 
Munitions and Supply, a department specifically 
created to give the government control over 
industry during the war years. He also kept the 
post of Minister of Transport.

Throughout his career, Howe maintained a pro-
tective interest in Trans-Canada Air Lines (TCA). 
He considered the airline his own creation, and 
watched closely any Board decisions that affected 
the air industry. (In fact as late as June 20, 1950, 
when Howe was Minister of Trade, Opposition 
Leader George Drew passed a motion in the 
House of Commons to have jurisdiction over TCA 
turned over to the Transport Minister, and out of 
Howe’s control. The motion was voted down.)

23	 A.W. Currie, Economics of Canadian Transportation, p. 544.

The Board’s role in aviation was unclear from 
the first. The Transport Act stipulated that the 
Board had jurisdiction over points and places 
that were specifically named by cabinet. In sev-
eral instances, when the Board made a decision 
regarding an air licence, the cabinet overruled 
the Board by “unnaming” the route, and thus 
removing it from the Board’s jurisdiction.

Also, if the Board turned down a licence for 
an air operator to fly to a place which had 
been named by cabinet, the ruling could be 
circumvented by the air operator flying to an 
“unnamed” place near the named place.23 

Soon after TCA was created, Canadian Pacific 
Railways, which briefly had been included in a 
proposal to create the national airline, decided 
to create its own air service. On July 1, 1942, 
Canadian Pacific Air Lines started operations. It had 
bought up several air routes from smaller opera-
tions, and with Board approval had air licences that 
expanded its territory into several markets.

One of its purchases was an air company that flew 
between Victoria and Vancouver. At the time, TCA 
did not fly between the two cities because there 
was not a proper landing site at Victoria for its 
larger planes. But when an airport was built that 
TCA could use, it applied to the Board of Transport 
Commissioners for a licence to deliver mail and 
provide passenger service to Victoria.

The Board was faced with a difficult decision 
that would, on the one hand allow the duplica-
tion of services, and on the other hand block 
the publicly owned TCA from fulfilling its 
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TCA could deliver mail between Vancouver and 
Victoria and also that it could provide air pas-
senger service, but only as a continuation of its 
transcontinental route. That left the local pas-
senger service, which represented the majority of 
the traffic, to Canadian Pacific Air Lines.24 

T H E  B O A R D ’ S  R O L E 
I N  AV I AT I O N  WA S 
U N C L E A R  F R O M  T H E 
F IRST.  THE   TRANS-
POR T  A C T   S T I P U L AT E D 
T H AT  T H E  B O A R D 
H A D  J U R I S D I C T I O N 
O V E R  P O I N T S  A N D 
P L A C E S  T H AT  W E R E 
S P E C I F I C A L LY  N A M E D 
B Y  C A B I N E T.  I N  S E V -
E R A L  I N S TA N C E S , 
W H E N  T H E   B O A R D 
M A D E  A  D E C I S I O N 
R E G A R D I N G  A N  A I R 
L I C E N C E ,  T H E  C A B I -
N E T  O V E R R U L E D  T H E 
B O A R D  B Y  “ U N N A M -
I N G ”  T H E  R O U T E ,  A N D 
T H U S  R E M O V I N G  I T 
F R O M  T H E  B O A R D ’ S 
J U R I S D I C T I O N .

24	 Ibid, p. 549.

In the House of Commons, on June 11, 1944, 
Howe expressed his opinion of the Board’s 
performance: “The Board of Transport Com-
missioners is bound by the Transport Act and is 
concerned chiefly with railway problems. The 
effect of the administration of the Board was 
this. In 1938, when the Act was passed, there 
were a great number of independent air opera-
tions in this country. Four years later, there was 
only one independent air operation. Every other 
air operation in the Dominion was owned and 
operated by the railway companies.” Canadian 
Pacific, under Board approval, had bought more 
than 40 air operations in those years. Howe was 
concerned that the private railway company had 
been allowed to purchase such a large share of 
the domestic air services.

On the matter of the Victoria-Vancouver route, 
Howe said: “The Board ruled that Trans-Canada 
Air Lines must operate from Vancouver to 
Victoria with empty seats, because there was 
another air operation connecting the two 
centres. The fact that the other operation was 
overcrowded and could not begin to handle the 
traffic, and could not obtain planes sufficient to 
carry the traffic did not weigh with the Board.”

On September 11, 1944, the Transport Act was 
amended to provide for “the removal of com-
mercial air services from the jurisdiction of the 
Board of Transport Commissioners.”

The Aeronautics Act, at the same time, created 
a new Air Transport Board to provide licensing 
and regulatory functions. In the House of 
Commons, Howe explained the new Aeronautics 
Act: “A much more scientific as well as a fairer 
method, a method more in keeping with the 
supremacy of Parliament is being adopted.”
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Mackenzie King had made an earlier policy 
statement about the airline industry. “Competition 
between air services over the same route will not 
be permitted,” he had baldly stated in the House 
of Commons on April 2, 1943. And although he 
had added that there would be areas where private 
enterprise would participate, Mackenzie King 
made it clear that the government’s air policy 
was to effect for Canada “a freedom of action in 
international relations because it was not limited 
by the existence of private interests in interna-
tional air services.” At the end of World War II, the 
government wanted to control the air industry and 
ensure its development, avoiding the problems 
the railway industry had suffered at the hands of 
private enterprise.

The Air Transport Board’s role was clearly laid out 
in the Act as an administrative body, subject to 
close ministerial control. The Air Transport Board 
could issue licences and regulations, but only 
subject to the approval of the Minister of Transport. 
Also, the Air Transport Board was responsible for 
recommending policy changes to the Minister. 
In effect, it had none of the independence of the 
Board of Transport Commissioners.

Another policy change introduced by C.D. Howe 
involved ownership of the airlines by the railway 
companies. On March 17, 1944, Howe stated: “It is 
becoming obvious that ownership of airways by 
our competing railway systems implies extension 
of railway competition into transport by air, 

A TCA CREW ABOARD A CANADAIR DC-4M 
NORTH STAR, 1950, CSTM/CN000256
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competition between air services. The government 
has decided that the railway companies shall not 
exercise any monopoly of air services. Steps will be 
taken to require our railway companies to divest 
themselves of ownership of airlines to the end 
that, within a period of one year from the ending of 
the European war, transport by air will be entirely 
separate from surface transportation.”

The effect of requiring CP to divest itself 
of the Canadian Pacific Air Lines would be 
considerable expense and time spent on the 
reorganization. As was apparent in this and 
other policy statements, Howe was determined 
to advance the cause of the publicly owned 
Trans-Canada Air Lines at the expense of private 
enterprise. (The divestiture policy was reversed, 
however, in 1946 and CP was allowed to keep 
its airline.)

The first chairman of the Air Transport Board 
was R.A.C. Henry, who had worked for CN and 
had been deputy minister of Railways and Canals 
in 1929 to 1930. In 1940, he had assisted in the 
development of the Department of Munitions 
and Supply. The two other members were Air 
Vice Marshall Alan Ferrier of the Royal Canadian 
Air Force, an aeronautical engineer, and J.P.R. 
(Roméo) Vachon, a pioneer in the Canadian 
aviation industry with experience in both flying 
and aeronautical engineering.

In future years, many of the members appointed 
to the Air Transport Board were drawn from 
the civil service. This practice reinforced the 
already close relationship between the Board 
and government.25 

25	 Fred Paul Gosse, in his unpublished thesis, The Air Transport Board and Regulation of Commercial Air 
Services, for Carleton College, Ottawa, April 1955, commented that civil servants were posted to the 
Air Transport Board. Two chairmen of the Air Transport Board, J.R. Baldwin and W.J. Matthews, were both 
senior civil servants in the Department of Transport.

The Air Transport Board was not required 
to submit its own Annual Reports, another 
indication of its lack of autonomy. How-
ever, it did issue one report for the period 
September 11, 1944 and December 31, 1946. 
That document was directed to the Minister 
of Reconstruction and Supply, a new position 
created for C.D. Howe in late 1944.

That Air Transport Board Annual Report, which 
was published in 1947, clearly advanced the 
government’s thinking: “In accordance with laid 
down policy, direct competition is not permit-
ted on scheduled air routes. The reason is that, 
at the present stage in the development of air 
transportation in Canada, the volume of traffic 
is such that there is not room for competing 
services and it is considered uneconomical to try 
to divide the small available business between 
two or more carriers. While at some later date 
a policy of competition might be justified, at 
the present time it would be disastrous and is 
considered to be against the public interest.”

As Minister of Reconstruction, Howe had a 
mandate to direct the post-war reorganization of 
industries and manpower. He still held the portfo-
lio for Munitions and Supply, and was on his way 
to earning the sobriquet “Minister of Everything.”

Howe was also still in a position to direct 
transportation policy after the war. The Board 
of Transport Commissioners’ Annual Report, 
covering the period of 1945, stated: “During 
the year, the Board of Transport Commission-
ers was asked by the Department of Recon-
struction to make a survey of possible railway 
crossing eliminations at certain priority points 
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throughout Canada, having in mind public con-
venience and necessity, together with possible 
post-war employment.”

A Bureau of Transportation Economics was 
created in 1946 to provide economic and sta-
tistical studies for both the Board of Transport 
Commissioners and the Air Transport Board.

Wage and price controls were dropped at the end 
of the war, and soon a clamour for higher wages 
was heard. In 1946, both the Canadian National 
and Canadian Pacific railway companies raised 
their wages in response to union agitation.26 

Inevitably, the Railway Association of Canada, 
representing CN and CP, applied for a general 
increase in freight rates to offset the increased 
operating costs and declining volume of 
post-war traffic. After 150 days of hearings, 
the Board rejected the railway companies’ 
application for a 30 per cent increase.

On March 30, 1948, the Board settled on an 
increase of 21 per cent, using a cost-revenue 
methodology. Seven of the nine provinces (not 
Ontario or Québec) appealed the decision to 
cabinet, claiming that the Board had lost the 
public’s confidence by its methodology. While 
the government reviewed the decision, it asked 
the Board on April 7, 1948, to conduct a gen-
eral freight rates investigation. Meanwhile, the 
Railway Association sought another 20 per cent 
increase from the Board.27 

On June 30, 1948, Chief Commissioner Cross, 
now 72, in poor health and worn down by the 
contentious freight rates issue, resigned. There 

26	 A.W. Currie, p. 403.
27	 Ibid. p. 101-152. Currie gives a good explanation of the series of freight rate cases heard between 

1946 and 1951.

was nothing in the local papers on July 1, 1948, 
about Cross’s resignation — or about his 
replacement, Justice Maynard Brown Archibald. 
The big news on that day was Prime Minister 
Mackenzie King’s announcement in the House of 
Commons that he would be retiring.

Justice Archibald had been appointed to the 
Supreme Court of Nova Scotia in 1937, and was 
appointed to the Exchequer Court of Canada 
on the same day that he was appointed to the 
Board of Transport Commissioners. The Board’s 
Annual Report for 1948 explained that an amend-
ment to the Railway Act that year provided that 
the Chief of the Board of Transport Commis-
sioners would be a judge of the Exchequer Court 
(now the Federal Court).

Meanwhile, the Board continued to hear the 
Railway Association’s second request for a freight 
rate increase. The Board decided to give an 
interim increase of 8 per cent on July 27, 1948. 
CP appealed to the Supreme Court and the Court 
ruled that the Board should make a final decision.

In October 1948, the government rejected the 
appeal by the provinces in what came to be 
known as the 21 per cent case, the rate increase 
originally approved by the Board in March 1948, 
and asked the Board to review its decision. 
The government also decided to set up a royal 
commission to study transportation. In Janu-
ary 1949, W.F.A. Turgeon, formerly a judge in 
Saskatchewan, was appointed to head a royal 
commission that would study freight rates and 
transportation policy.
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I N  O C T O B E R  1 9 4 8 ,  T H E  G O V E R N M E N T  R E J E C T E D  T H E 
A P P E A L  B Y  T H E  P R O V I N C E S  I N  W H AT  C A M E  T O  B E 
K N O W N  A S  T H E  2 1   P E R  C E N T  C A S E ,  T H E  R AT E  I N C R E A S E 
O R I G I N A L LY  A P P R O V E D  B Y  T H E  B O A R D  I N  M A R C H 
1 9 4 8 ,  A N D  A S K E D  T H E  B O A R D  T O  R E V I E W  I T S  D E C I S I O N . 
T H E  G O V E R N M E N T  A L S O  D E C I D E D  T O  S E T  U P  A  R O YA L 
C O M M I S S I O N  T O  S T U D Y  T R A N S P O R TAT I O N .  I N  J A N U A RY  
1 9 4 9 ,  W. F. A .  T U R G E O N ,  F O R M E R LY  A  J U D G E  I N  
SASKATCHEWAN,  WAS APPOINTED TO HEAD A ROYAL 
COMMISS ION THAT  WOULD STUDY FRE IGHT  RATES  AND 
T R A N S P O R TAT I O N  P O L I C Y.

And the Board, following the Supreme Court 
order, authorized a freight-rate increase of 16 per 
cent, but again the Railway Association returned, 
claiming that the Board had miscalculated the 
shortfalls. The Board’s final decision was a 
20 per cent increase announced on July 27, 1949.

In 1948, the Board had also dropped the moun-
tain scale (established in 1914 as a higher railway 
rate for traffic in the Rockies) in response to an 
application from British Columbia.

It was a tumultuous time for the railway 
companies and by extension for the Board of 
Transport Commissioners. The combination of 
fierce competition from trucking and air opera-
tions exacerbated by higher operating costs was 
putting extreme pressure on railway companies, 
which were already shackled by stiff regulations.

Meanwhile, the shipping industry had 
experienced a huge burst of expansion in the 
war years, most of it created by the federal 
government. In 1947, in an effort to stem the 
post-war decline in the industry, the government 
created the Canadian Maritime Commission. 
The Commission’s responsibilities included 
administering subsidies and recommending 
policies to the Minister of Transport.

The Board of Transport Commissioners con-
tinued to approve licences and rates for inland 
water transport, and still had jurisdiction over 
telegraph, telephone and express companies. 
In 1949, it was given jurisdiction over licensing 
of oil and gas pipelines. But the majority of the 
Board’s workload remained railway regulation.

In August 1950, railway unions seeking higher 
wages and better benefits held a nationwide 
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strike, the first in Canadian history. Legislation 
was passed to send the strikers back to work 
after nine days. The government appointed Mr. 
Justice R.L. Kellock, of the Supreme Court of 
Canada, as an arbitrator to settle the dispute. 
After hearing both sides, Kellock granted a wage 
increase and directed that a 40-hour, five-day 
week should be instituted as of June 1, 1951. 
This ultimately would put more pressure on the 
railway companies to increase their rates.28 

The Board of Transport Commissioners, mean-
while, was the target of criticism from various 
quarters for its handling of the railway problems. 
A particularly scathing attack against the Board 
was delivered in the House of Commons on 
June 21, 1950, by Opposition Leader George 
Drew. At this point, the same party had remained 
in power in Ottawa for 15 consecutive years and 
Louis St. Laurent had been the prime minister 
for two of those years.

Drew began with a denunciation of the Board 
of Transport Commissioners, saying that “it 
had demonstrated itself to be incompetent by 
its own actions during this extended period (of 
freight rate hearings).” Then he launched into 
a long diatribe liberally laced with the word 
“incompetent”, and recommended that the 
Board be disbanded and that a new board be cre-
ated. In response to the criticism, it was noted 
in the House that Justice Archibald, the Board’s 
chief Commissioner, was “gravely ill.”

The report from the Turgeon Royal Commis-
sion was tabled in the House of Commons on 
March 15, 1951. It recommended an equalization 

28	 Ibid, p. 405.
29	 Who’s Who in Canada, 1957. The Board of Transport Commissioners Annual Reports also carried some 

biographical information about the Board chairmen.

of freight rates; that the Board of Transport 
Commissioners establish a uniform system 
of classification of rates throughout Canada, 
excluding the Maritimes; that the Board establish 
a uniform system of accounts and reports for the 
railway companies; and that the lower rates on 
grain and flour as set out in the Crowsnest Pass 
Agreement of 1897 continue. It also recom-
mended that the Board deal with applications at 
a speedier rate.

On October 30, 1951, Transport Minister Lionel 
Chevrier dealt with more criticism about the 
Board of Transport Commissioners. The resig
nation of the 60-year-old Justice Archibald was 
set for the next day, and Opposition members 
took the opportunity to attack the Board again. 
In defending the Board’s members, Chevrier 
blamed the problems on staff shortages.

“The Board is lacking in expert staff. That is a 
fact,” Chevrier told the House of Commons. 
“The Board has not the required traffic advisers 
that it should have. ... Traffic experts are almost 
impossible to find in this country.”

The new Chief Commissioner was John D. 
Kearney, a lawyer and career diplomat.29 He had 
held several foreign posts that had earned him 
a reputation as an incisive and astute arbitrator. 
He had headed the Canadian mission in Dublin 
from 1941 to 1945, and, in 1947, became the first 
Canadian High Commissioner to India after 
that country achieved independence. Kearney’s 
appointment to the Board coincided with his 
appointment as a Justice of the Exchequer Court 
of Canada. An amendment to the Railway Act in 
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Commissioner an automatic appointment to the 
Court of the Exchequer.

In January 1952, the Board began hearings on rate 
equalization. After a long series of consultations, 
equalization on class rates finally went into 
effect in March 1955.

A new department of Accounts and Cost Finding was 
set up by the Board to handle the uniform classifica-
tion of rates and associated accounting systems.

While the Board continued to deal with freight-rate 
applications, other issues were brewing.

In 1949, Newfoundland joined Confederation. 
The new province’s railways became part of 
the CN system, and eventually decisions about 
the province’s freight rates and other railway 
issues fell within the Board’s jurisdiction.

In 1955, the Railway Act was amended to increase 
Parliament’s annual appropriation of funds to 
the Railway Grade Crossing Fund to $5 million. 
The amendment was based on a report submit-
ted on May 10, 1954, after the Board carried out 
a Canada-wide investigation of railway-highway 
crossing problems.

An amendment to the Transport Act in 
1955 removed the necessity of the Board’s 
approval for agreed charges. The amendment 
gave greater freedom to carriers to make specific 
agreements on charges, the only requirement 
being that the charges be filed with the Board 
20 days prior to their taking effect.

The government, in 1955, commissioned Walter 
Gordon, an accountant who had worked for 
the Bank of Canada and the Finance Depart-
ment, to head a royal commission on Canada’s 

VICTORIA INNER HARBOUR LOOKING  
SOUTHEAST, BRITISH COLUMBIA, 1947,  

PHOTOGRAPHER: W. ATKINS, CSTM/CN000238
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economic prospects. One section of that study 
was dedicated to transportation, under the 
supervision of J.C. Lessard, a former deputy 
minister of transport. The report, issued in 1956, 
highlighted the changing trends in passenger 
and freight transportation in the 25-year period 
from 1928 to 1953. In 1928, almost 60 per cent of 
passenger travel had been by private automobile 
while close to 40 per cent used rail transport. In 
1953, close to 80 per cent was by private car and 
just over 10 per cent by railway. Buses repre-
sented close to 7 per cent of passenger travel in 
1953 and airplanes 3 per cent.

Similarly, the 1950s saw widened freight compet
ition with the expansion of long-haul trucking 
companies, the introduction of gas and oil pipe-
lines and the construction of the St. Lawrence 
Seaway, which allowed larger ships to travel 
from Montréal through the Great Lakes as far as 
Thunder Bay.

The discovery of oil in Leduc, Alberta, on 
February 13, 1947, had created a new domain over 
which the Board was given jurisdiction — oil 
and gas pipelines crossing interprovincial or 
international boundaries. Other oil fields had 
been opened up in Canada in previous years, but 
the Leduc find set off a burst of oil development. 
The Board’s Annual Reports document a succes-
sion of applications and approvals for pipeline 
construction over the next few years.

30	 Two sources discuss C.D. Howe’s role in the TransCanada PipeLine debate: C.D. Howe: A Biography by 
Robert Bothwell and William Killbourn, and Seeing Canada Whole, A Memoir, by J.W. Pickersgill.

As the wealth of Alberta’s oil and gas resources 
became apparent, the search for profitable mar-
kets got under way. Although U.S. markets could 
easily be reached over Alberta’s southern border, 
Ottawa expounded a policy of serving Canadian 
markets first. In practice, however, companies 
were allowed to build pipelines to both Ameri-
can and Canadian destinations because Cana-
dian markets alone could not support the costs 
of constructing the lines.

In 1953, C.D. Howe, now in the Trade and 
Commerce portfolio, seized upon a scheme put 
forth by TransCanada PipeLines, to build a gas 
pipeline from Alberta to Ontario and Québec. 
Howe envisioned the cross-Canada pipeline 
as a national project reminiscent of previous 
transcontinental endeavours, like the Canadian 
Pacific Railway in 1885.30 

In 1954, TransCanada PipeLines applied for 
a permit to construct the 2,188-mile pipeline 
from the Alberta-Saskatchewan border through 
Manitoba and Ontario as far as Montréal. The 
Board of Transport Commissioners granted the 
application subject to the company satisfying 
the Board that it had financing for the project by 
December 31, 1954, and that it had a completion 
date of December 31, 1957.

TransCanada soon realized, however, that the 
cost of construction was beyond its means. The 
company, which was partly American-owned, 
applied to Ottawa for financial aid, but was 
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corporation that would build the unprofitable 
section of the pipeline from the Manitoba border 
to Kapuskasing, in northern Ontario. Northern 
Ontario Pipe Line Crown Corporation would 
then lease the pipeline back to TransCanada. 
Howe’s plan was a circuitous way of helping the 
company, without giving it money outright.

TransCanada PipeLines then sought financial 
backing to buy the actual pipe needed for 
the project. An American company agreed to 
supply the pipe in return for part ownership. 
That deal brought American ownership of the 
cross-Canada pipeline to more than 75 per cent, 
along with a stipulation that the order for the 
pipe would expire on June 7, 1956.

Construction problems did not end there. Howe 
introduced legislation to set up the Northern 
Ontario Pipe Line Crown Corporation in March 
1956. By May, the Federal Power Commission in 
the United States still had not approved import 
of gas to that country, part of the scheme that 
would see a branch pipeline crossing into Min-
nesota. This rejection dissolved hopes for Ameri-
can financial help to build the rest of the line.

On May 8, 1956, the Canadian government pro-
posed lending to TransCanada PipeLines 90 per 
cent of the cost of the line between Alberta and 
Winnipeg. By then, the deadline for passage of 
the TransCanada PipeLines bill was a month 
away, on June 7.

Opposition to Howe’s plan had been building in 
the House of Commons. On May 14, the Toronto 
Globe and Mail announced that the government 
planned to use closure “to ram through its pipe-
line legislation in short order.”

When the Opposition complained, the Globe wrote: 
“Howe sprang to the attack charging his opponents 
with ‘a vacancy of mind, a refusal to face the facts, 
or the easy irresponsibility of those who need not 
produce a workable course of action.’ ”

When the Opposition cried that the pipeline 
legislation was a “sellout,” Howe dismissed it 
as words that “one might expect to hear from a 
banana republic revolutionary, but not from any 
Canadian statesman.”

On May 24, the Board of Transport Commis
sioners gave permission to TransCanada PipeLines 
for construction of the western section from 
Alberta to Winnipeg. Mitchell Sharpe, the then 
assistant deputy minister of Trade and Commerce, 
attended the hearing on behalf of Howe. Sharpe 
read a statement supporting the permit.

The battle that ensued in the House of Com-
mons was one of the most ferocious of the 
1950s. The opposition parties claimed that the 
government was subsidizing a pipeline that was 
owned largely by American interests. A united 
front of parliamentarians conducted a filibuster 
with long speeches, a steady barrage of ques-
tions, points of order and objections to prevent 
the tabling of the bill and to stall voting. The 
government retaliated with closure, a rarely used 
device to put the bill to a vote at various stages 
without further debate.

In the early morning of June 6, 1956, the Trans 
Canada PipeLines bill was passed in the House 
of Commons, and then quickly passed in the 
Senate. It was given royal assent on June 7, 
six hours before the option for the purchase  
of the pipe would have expired.
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Opposition Leader George Drew called for a vote to 
censure Speaker René Beaudoin for “subordinating 
the rights of the House to the will of the govern-
ment.” That vote was lost, but criticism persisted 
with regard to the pipeline bill having been pushed 
through Parliament.

On January 15, 1957, Justice John D. Kearney 
resigned as Chief Commissioner of the Board. 
At the age of 63, he went to sit on the Exchequer 
Court. Clarence Day Shepard, a 42-year-old 
corporate lawyer, moved into the Chief Commis-
sioner’s chair on the same day. Shepard had the 
distinction of being the youngest man to serve as 
Chief Commissioner since the first Board was 
appointed 53 years before, and the first veteran 
of World War II. He had served on the boards of 
several major companies, and had the vigour and 
energy of his youth.

The country went to the polls on June 10, 1957, 
and ended more than 20 years of rule by the same 
party. The new government would be formed by 
John Diefenbaker, a firebrand lawyer from the 
Prairies who had already established himself as 
a tough opponent in the House of Commons.

In the next few days, however, while Ottawa 
eagerly awaited the arrival of the new prime 
minister, Diefenbaker was occupied with travel 
arrangements. He and his wife, Olive, wanted to 
fly with his staff to Ottawa on an overnight TCA 
flight from Saskatoon. But as the Globe and Mail 
reported on June 14: “The Diefenbakers have 
been dickering with TCA in an attempt to get at 
least one staff member on the all-night flight.”

In the end, TCA could not accommodate the 
staff members and Diefenbaker had to send 
his staff ahead. The Globe reported: “The next 

prime minister has been left to answer his own 
telephone today, and to carry and check his 
own and his wife’s baggage tonight.”

The TCA episode had nothing to do with the new 
government’s later announcement that it would 
allow competition on the transcontinental air 
route. But it could not have endeared the pub-
licly owned airline to the new prime minister. 
The airline would now be in a precarious 
position, with its main ally, C.D. Howe, gone 
from the House of Commons. Howe had lost his 
Port Arthur seat in the election and subsequently 
retired from politics.

Diefenbaker’s campaign platform had included 
calls for more competition and less government 
interference in business. If he were to keep his 
election promises, TCA’s monopoly position was 
in jeopardy.

It was not the first time that TCA’s routes had 
been threatened. In the early 1950s, Canadian 
Pacific Air Lines and another Western-based 
airline, Pacific Western, had made applications 
to the Air Transport Board for transcontinental 
freight and passenger services. The Board had 
held cross-country hearings, but then had passed 
the matter to the cabinet, where it had died. (In 
1945, the Air Transport Board had been given 
jurisdiction to hear complaints with the powers 
of a superior court and in 1950, it had been 
given the power to initiate hearings, but it still 
remained under the authority of the Minister of 
Transport.) In 1952, Transport Minister Lionel 
Chevrier had announced that TCA’s monopoly 
on the transcontinental route would remain in 
place, but that competition would be allowed on 
regional routes.
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Although TCA continued to hold the 
trans-Atlantic routes in 1957, its monopoly was 
already being eroded. Canadian Pacific held the 
Pacific routes, and had won South American and 
Mexican routes in 1952. It was granted a polar 
flight to Amsterdam in 1955, and was given the 
Lisbon and Madrid routes early in 1957.31 

31	 Peter Pigott, National Treasure: The History of Trans-Canada Air Lines, p. 382-385.

When Diefenbaker installed George Hees as the 
new Transport Minister, both Canadian Pacific 
and Pacific Western were working on applica-
tions to the Air Transport Board for transconti-
nental routes. Hees hired Stephen Wheatcroft, a 
British economist, to conduct a study of airline 
competition in Canada.

CN PASSENGER TRAIN NEWFIE BULLET EN ROUTE TO  
ST. JOHN’S, PORT AUX BASQUES, NEWFOUNDLAND  

AND LABRADOR, 11 SEPTEMBER 1967,  
PHOTOGRAPHER: G. RICHARD, CSTM/CN001777
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The Wheatcroft report, meanwhile, had been 
delivered on February 7, 1958. It suggested that 
limited competition on the transcontinental 
route would be healthy.

On October 6, the Air Transport Board began 
country-wide hearings into the Canadian Pacific’s 
application for a transcontinental route. The Air 
Transport Board issued its report in December and 
Transport Minister Hees announced the decision 
on January 21, 1959. The Board had recommended 
against additional transcontinental air services. 
But it did recommend a single daily return service 
for Canadian Pacific from Vancouver to Winnipeg, 
Toronto and Montréal to connect with its interna-
tional service.32 

A Globe editorial on January 23, 1959, suggested 
that the Air Transport Board decision had not 
gone far enough in introducing competition 
in the skies.

“The Board’s logic is surrounded by befuddlement,” 
The Globe stated. “Transport Minister Hees reit-
erated last February (while he was campaigning 
for re-election) that the prime responsibility for 
introducing competition would rest with the Air 
Transport Board. That Board has now done the 
government a disservice by suggesting that when 
its present members (of government) were in 
opposition, they did not mean what they said 
about ending the TCA monopoly. The Board’s 
policy appears to be ‘Competition if necessary, 
but not necessarily competition.’ ”

Although there was some discontentment with 
TCA’s monopoly on transcontinental routes, the 
daily Canadian Pacific flights put a dent in the 

32	 Ibid, p. 387.
33	 Ibid, p. 382.
34	 Board of Transport Commissioners, Annual Report, 1959.

publicly owned airlines’ budget. In 1960, TCA 
reported its first deficit — others would follow.33 

The railway companies were not faring 
much better. Through the late 1950s, they 
continued to deal with union demands 
for higher wages, and declining passenger 
travel. Meanwhile, they continued to seek 
higher freight rates. The Board of Transport 
Commissioners had granted a rate increase 
of 17 per cent effective December 15, 1958. 
In April 1959, the railway companies 
demanded a further 12 per cent increase.

In response to shippers’ complaints, Parliament 
passed the Freight Rates Reduction Act, directing 
the Board to reduce the 17 per cent rate increase 
to 10 per cent, while the government would 
reimburse the railway companies for their loss 
in revenue. The legislation would be a temporary 
measure. The Board was put in charge of the 
reimbursement fund.34 

At the same time, the government established a 
Royal Commission on Transportation that would 
look, not only at the railway freight rates, but at 
all aspects of transportation in Canada.

In May 1960, and again in 1961, the Freight Rates 
Reduction Act was extended, as the Royal Commis-
sion, headed by M.A. MacPherson, held hearings.

The Board of Transport Commissioners con-
tinued its regular business. An interruption to 
normal proceedings arose in 1958 when Chief 
Commissioner Shepard was seconded to the 
Air Transport Board, while the chairman of that 
board was ill. Then late in 1958, Shepard resigned 



41
     







A
T 

TH
E

 H
E

A
R

T 
O

F 
TR

A
N

S
P

O
R

TA
TI

O
N

: 
A

 M
O

V
IN

G
 H

IS
TO

R
Yto take a position as vice-president of the British 

American Oil Corporation. Mr. S. Bruce Smith, 
an Edmonton lawyer, was appointed, but because 
of family illness, resigned before taking office. 
In a quick succession of events, Roderick Kerr, 
who had served the Board of Transport Commis
sioners for several years as senior counsel and 
then briefly as Assistant Chief Commissioner, 
took over the Chief ’s position.

Another change for the Board involved its loss 
of jurisdiction over gas and oil pipelines in 
1959, when legislation was passed to create the 
National Energy Board.

The MacPherson Commission issued its findings 
in three volumes in 1961-1962. The Commission 
defined the objective of Canada’s national trans-
portation policy as “the movement of Canadian 
goods and people with minimum demands on 
the human and material resources.” The Com-
mission recommended that the transportation 
policy be achieved through competition rather 
than regulation, a radical shift from the govern-
ment’s approach for the past 60 years.35 

The report foresaw a reduced role for railway 
companies, and recommended that railway  
companies could only compete with other 
modes of transportation if the burden of regu-
lation was lifted. Where the obligations could 
not be lifted, the railway companies should be 
compensated for the expense of service. Four 
areas in which railway companies were hindered, 
according to the Commission, were passenger  
services, branch lines, grain rates and free trans-
portation privileges.

The report also recommended that all modes of 
transportation should be treated equally, and that 

35	 John Saywell, editor, Canadian Annual Review, 1962, p. 209.

each mode be allowed to compete with another, 
and that financial aid to particular shippers should 
not be disguised as transportation subsidies.

The final recommendations of the MacPherson 
Commission were released in 1962, at a time when 
the government was nearing the end of its four-year 
mandate. On January 23, Diefenbaker, tabled the 
second volume of the report, saying that documents 
would be “thoroughly examined.”

On April 12, 1962, Finance Minister Donald 
Fleming said, “The recommendations con-
template a radical departure from the basis 
of rate-making as provided for in the present 
provisions of the Railway Act. The two volumes 
would involve a fundamental reconstruction of 
much of our railway legislation, particularly on 
the financial and regulatory side.”

With an election in the offing, it was not the 
time to start “a radical departure” or “a funda-
mental reconstruction” in transportation policy. 
It was time to campaign for re-election.

A minority government was formed in June 1962. 
But, unhappy with the small win, they returned to 
the polls on April 8, 1963—and lost.

The party previously in power returned with a 
minority government, and a new prime minister, 
Lester B. Pearson, a former civil servant and winner 
of the Nobel Peace Prize. On November 8, 1965,  
the third election in just over three years was 
called, and again the minority government 
remained a minority.

Although transportation policy and the 
MacPherson Commission had been shoved to 
the sidelines, they had not been forgotten in the 
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intervening years. Subsidies to railway com-
panies, initiated by the Freight Rates Reduction 
Act in 1959 as a temporary measure, were still 
being doled out. The two following governments 
continued to work on legislation to change the 
freight rates policy. A bill was introduced in 
1963. Then, a cabinet shuffle put John Whitney 
Pickersgill in charge of the Transport portfolio.

Jack Pickersgill had earned legendary stature on 
the Hill by the time he took over transportation 
policy in February 1964. Originally a professor 
of history, Pickersgill had joined the civil service 
in the late 1930s and was quickly promoted to 
the office of Mackenzie King. He became King’s 
personal secretary and confidant, and later St. 
Laurent’s. He had served as Clerk of the Privy 
Council and Secretary of State.

In 1952, he won a seat in the House of Commons 
and became a major player in politics. There 
was nothing about the running of government 
or the workings of Parliament that Pickersgill 
did not know. When he had worked as secretary 
to the prime ministers, a popular comment had 
been “Clear it with Jack.”36 As a politician, he 
earned the nickname Jumping Jack because he 
popped up from his seat so often in the House 
of Commons. Unlike his predecessor, C.D. Howe, 
Pickersgill revelled in parliamentary debate. 
In fact, he had been involved in planning the 
closure tactics used in 1956 to get the pipeline 
bill through Parliament.

Now he was ready to take on the reconstruction 
of transportation policy, and he was determined 
to create a bill that would stand the test of time.

On January 27, 1967, the Winnipeg Press 
reported, “A massive transportation bill that 

36	 John Robert Columbo. Columbo’s Canadian Quotations, p. 475.

will revolutionize Canadian railroading passed 
its final debating hurdle on Thursday night. 
Transport Minister Pickersgill won a round 
of applause from both sides of the chamber 
as the final vote was taken to end 15 days of 
clause-by-clause study. Only routine third read-
ing and Senate approval remain before the bill 
goes to royal assent.”

The National Transportation Act was based on the 
MacPherson Royal Commission completed five 
years before. It had been introduced in the House 
in September 1966, before it was sent to commit-
tee for two months of study. The 30,000-word bill 
had 60 amendments, but remained mostly intact.

The main points of the bill were: the establish-
ment of the Canadian Transport Commission 
to direct all forms of transportation under 
federal control — railways, shipping, airlines and 
interprovincial trucking; that railway companies 
would have the freedom to set freight rates 
without regulation; and that railway companies 
would be able to abandon uneconomic branch 
lines and passenger services unless the govern-
ment specifically ordered otherwise in the public 
interest, and then paid their deficits.

There was one point in which Pickersgill did not 
manage to change transportation policy, and 
that was the Crowsnest Pass Agreement. A legacy 
from the time of Andrew G. Blair, the Crow rate 
had been passed in 1897, giving CP a subsidy 
for Crowsnest Pass construction in return for a 
reduced freight rate in perpetuity. Although there 
was no political desire to remove the Crow rate, 
Pickersgill did attempt to put an amendment into 
the bill that would allow for a cost study of it at a 
later date. That was soundly defeated.
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JACK PICKERSGILL 
HAD EARNED LEGEND-
ARY STATURE ON THE 
HILL  BY THE T IME HE 
TOOK OVER TRANS-
PORTATION POLICY IN 
FEBRUARY 1964.  ORIG-
INALLY A PROFESSOR 
OF HISTORY,  P ICKERS-
GILL HAD JOINED THE 
CIVIL  SERVICE IN THE 
LATE 1930S AND WAS 
QUICKLY PROMOTED 
TO THE OFFICE OF 
MACKENZIE K ING. 
HE BECAME KING’S 
PERSONAL SECRETARY 
AND CONFIDANT,  AND 
LATER ST.  LAURENT’S. 
HE HAD SERVED AS 
CLERK OF THE PRIVY 
COUNCIL AND SECRE-
TARY OF STATE.

On March 27, 1967, another major policy shift 
was announced, this time regarding airlines. 
Canadian Pacific was allowed to double its 
transcontinental service to two return flights a 
day. It also was allowed to add Calgary, Edmon-
ton and Ottawa to its transcontinental route. 
(The route had been Vancouver, Winnipeg, 
Toronto and Montréal.) The policy decision was 
based on a study by Stephen Wheatcroft, the 
British economist who had recommended the 
first expansion of Canadian Pacific into trans-
continental service in 1958.

The first intimations of change at the Board of 
Transport Commissioners came in the Annual 
Report for 1966, published early in 1967. The ope
ning pages of the report contained this announce-
ment: “While this report deals with the work of 
the Board during the 62 years since its establish-
ment in 1904, it may well mark a historic turning 
point in the field of transportation regulation in 
Canada and may be the last report submitted by 
the Board. ... If legislation (Bill C-231) is enacted, 
the Board of Transport Commissioners for Canada 
will be merged with the Air Transport Board and 
the Canadian Maritime Commission into a new 
Canadian Transport Commission.”

A historic turning point had indeed been 
reached. The National Transportation Act was 
passed and became law. And it was Canada’s 
centennial year. The nation was getting ready 
to celebrate.
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 ++ 1967, the  

Centennial Expo 
held in Montréal, 
Québec, was a 
huge success.

++ February 1, 1972, 
proclamation of 
the Pilotage Act.

++ 1983, the  
Western Grain 
Transportation 
Act replaced the 
Crowsnest Pass 
Agreement.

Centennial year was a time of euphoria. Throughout the spring 
and summer of 1967, Canadians enthusiastically waved their 
flag — the new maple leaf that had been adopted by Parliament 

in 1965 — and expressed their national pride with countless parades and 
costume parties.

Expo 67 in Montréal, the centrepiece of the Centennial, was a huge 
success. Expo officials clocked more than 50 million paid admissions 
to the site from April 28 to October 27.37 

The influx of tourists brought heightened activity to the transportation 
industry. CN reported that 18 million people used its passenger rail 
services that year, a 25 per cent increase over the previous year.38 Airlines 
experienced a spike in business as well, with a 20 per cent rise in traffic 
(from 1966) at Montréal’s Dorval airport alone.39 

37	 James H. Marsh, The Canadian Encyclopedia, p. 738.
38	 Donald MacKay, The People’s Railway, A History of Canadian National, p. 246.
39	 F.H. Leacy, Historical Statistics of Canada, a collection of data from 

Statistics Canada (previously the Dominion Bureau of Statistics). The 
figure for Dorval airport comes from the Transportation and Communi-
cations section, Civil Aviation. T240-246, titled “Arriving and departing 
civil flights at selected Canadian international airports, 1960 to 1975.”

TAKING  
THE CANADIAN TRANSPORT COMMISSION, 

1967 TO 1988
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mood drifted away. Party streamers were swept 
from dance-hall floors, Centennial tartan sports 
jackets — just slightly garish — were relegated 
to the back of closets where they would stay, and 
colonial-style dresses with matching bonnets were 
stuffed into boxes to gather dust in patriotic attics.

On September 20, 1967, the Canadian Transport 
Commission (CTC) met for the first time. The 
new president was John W. (Jack) Pickersgill, 
most recently the Minister of Transport who had 
personally escorted the new National Transporta-
tion Act through Parliament.

Since passage of the legislation in January, 
Pickersgill had assessed his own future and 
decided it was time for a career change. As he 
related in his memoir, Seeing Canada Whole, he 
saw little ahead for himself in politics, after 
sitting in the House of Commons for 14 years. 
At the age of 62, however, he was not ready for 
retirement. After some discussion with Prime 
Minister Lester Pearson, Pickersgill resigned from 
cabinet and the House of Commons. Then on 
September 20, he took the top spot at the newly 
created Canadian Transport Commission.40 

Pickersgill’s new job did not go unremarked 
in the House of Commons. On September 25, 
Tommy Douglas commented that it had been 
said “a Member of Parliament could get out of 
politics in one of two ways, either by dying or 
by being defeated. The first is so final, and the 
second so humiliating.” But Douglas added: “Mr. 
Pickersgill has managed to find a third way. It is 
not every member who can write his own ticket 
or draft the bill for his own final haven of rest.”

40	 J.W. Pickersgill, Seeing Canada Whole, A Memoir. Although a large part of Pickersgill’s memoir focuses 
on his earlier career, the later chapters discuss his time as Transport Minister and the early days of the 
Canadian Transport Commission.

Whether Pickersgill got any rest at the newly 
formed commission remained a matter of light-
hearted conjecture in the House of Commons for 
some time, but the CTC set to work, neverthe-
less, at an earnest and steady pace.

The Canadian Transport Commission absorbed 
most of the members from the previous boards — 
the Board of Transport Commissioners, the Air 
Transport Board, and the Canadian Maritime 
Commission. (Roderick Kerr, who had been chair-
man of the Board of Transport Commissioners, 
moved to the Exchequer Court.) The National 
Transportation Act had provided for a maximum of 
17 members who would serve for 10 years and to 
a maximum age of 70. According to the Act, there 
would be a president and two vice-presidents, one 
to supervise legal and administrative matters, the 
other to oversee research.

The CTC also absorbed the staffs of the previous 
boards, which numbered 377 in 1967. In late 1968, 
the CTC set up headquarters at 275 Slater Street 
in Ottawa.

The Canadian Transport Commission’s mandate was 
to deal with all modes of transportation as a com-
petitive whole “with the object of co-ordinating and 
harmonizing the operations of all carriers engaged 
in transport by railways, water, aircraft, extra-provincial 
motor vehicle transport and commodity pipelines.”

The ultimate aim of the Act was “an economic, 
efficient and adequate” transportation system. 
To achieve that, the CTC was instructed to pro-
vide regulation without restricting competition 
among the modes of transportation; to ensure 
fair distribution of costs of services provided 
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THE TURBO TRAIN UNDER TESTING IN SAINT-HYACINTHE,  
QUÉBEC 1967, PHOTOGRAPHER: J. FAMERY, CSTM/CN000564
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services that carriers were required to provide in 
the public interest; and to ensure that rates set 
by carriers should not be unfair.

The CTC established separate committees to han-
dle the five modes of transportation: rail, air, water, 
motor vehicle and commodity pipeline (except oil 
products). Most of the authority and responsibi
lities held by the CTC’s predecessors in the areas 
of rail, air and marine were assumed by the new 
committees, with a few striking differences.

Under the new National Transportation Act, 
railway companies would be able to set their 
own rates (other than on grain covered by the 
Crowsnest Pass Agreement), and they would be 
allowed to abandon uneconomic branch lines and 
passenger services, unless required in the public 
interest. The Railway Transport Committee would 
make decisions on abandonment applications.

The Air Transport Committee held responsibility, 
under the government’s new policy of restricted 
competition, for regulating air licencing and  
tariffs. In considering licences, the committee 
was instructed to consider “present and future 
public convenience and necessity.” The aim was 
for broader competition without endangering 
the privileged status of the publicly owned airline,  
the newly renamed Air Canada.

The CTC also created a Motor Vehicle Transport 
Committee with the intention of assuming some 
authority over the extra-provincial commercial 
trucking and bus industries. Truck companies 
had become the railway companies’ main com-
petition for freight traffic, but they were largely 
unregulated. The federal government had handed 
control of interprovincial commercial trucking to 
the provinces in the Motor Vehicle Transport Act of 

1954. Regulations between the provinces were 
uneven or non-existent. Part III of the National 
Transportation Act allowed for the cabinet to 
make exemptions to the 1954 Act that would give 
the CTC jurisdiction in specific areas. The pro
vinces, however, were reluctant to give up their 
powers. Part III of the Act was not proclaimed 
until 1970, and then was seldom put to use.

THE AIR TRANSPORT 
COMMITTEE HELD 
RESPONSIBIL ITY,  UNDER 
THE GOVERNMENT’S 
NEW POLICY OF 
RESTRICTED COMPETI-
TION, FOR REGULATING 
AIR LICENCING AND  
TARIFFS .  IN CONSIDE
R ING L ICENCES, 
THE COMMITTEE 
WAS INSTRUCTED TO 
CONSIDER “PRESENT 
AND FUTURE PUBLIC 
CONVENIENCE AND 
NECESSITY.” THE AIM 
WAS FOR BROADER 
COMPETITION WITH-
OUT ENDANGERING 
THE PRIVILEGED STA-
TUS OF THE PUBL ICLY 
OWNED AIRL INE,  
THE NEWLY RENAMED 
AIR CANADA.
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The Motor Vehicle Transport Committee did, 
however, assume other responsibilities. In 1969, 
the CTC began to implement the Atlantic Region 
Freight Assistance Act, which extended to truckers 
in the Atlantic provinces the same subsidies 
that railway companies had received since 
1927, under the Maritimes Freight Rates Act. The 
subsidies were intended to reduce the burden 
on shippers in the Atlantic provinces for moving 
their goods either out of the region to Central 
or Western Canada, or to other parts within the 
Atlantic Region.

According to the 1969 Annual Report, the Motor 
Vehicle Transport Committee made “another 
step in equality of regulation” when it began to 
allow exemptions for trucking companies from 
the Lord’s Day Act. When the Act, which basically 
prohibited work on Sunday, was drafted in 1906, 
it had specifically exempted railway and shipping 
companies. Now, upon application, trucking 
companies could be exempted as well.

In 1967, the Commodity Pipeline Transport Com-
mittee was also created to handle the fifth mode 
of transportation under the new CTC’s jurisdic-
tion — pipelines for commodities other than oil 
or its products. There were no actual commodity 
pipelines to regulate in 1967, however. The 
National Energy Board had assumed control of 
oil and gas pipelines in 1959.

The National Transportation Act had also provided 
for a Research Branch, which Pickersgill had 
envisioned as setting priorities for transportation 
studies and recommending policy. By the end 
of 1968, a full-time staff of 23 was employed in 
the Research Branch and an advisory board of 
interested citizens had been established to help 
determine priorities for study. As it turned out, 

however, the Research Branch never functioned as 
Pickersgill had intended.

In Seeing Canada Whole, written many years 
later, Pickersgill wrote, “Unfortunately a good 
deal of frustration developed largely because the 
planned scope of the Research Branch was not 
adequately explained.” He continued, “My hope 
of an independent and permanent entity avail-
able for research into transport problems and 
opportunities faded away.” In 1970, the Ministry 
of Transport established its own research 
facility, the Canadian Transportation Develop-
ment Agency, and recruited some of the CTC’s 
research staff.

The CTC set up the International Transport Policy 
Committee in 1968, which took over responsi-
bility for monitoring international agreements 
for the different modal committees. And in 1970, 
yet another committee was formed, the Review 
Committee, set up to review appeals of decisions 
that had been made by the modal committees.

The majority of the CTC’s work, however, was 
concentrated on the rail and air modes.

The Railway Transport Committee’s first priority 
was to set out the framework for rationalizing 
passenger rail service and branch lines. Since 
1959 when the Railway Reductions Act had been 
enacted as a temporary measure, freight rates 
had been frozen and the government had been 
paying annual subsidies to railway companies for 
their losses. By 1967, the government had paid 
out over $500 million.

The CTC’s goal was to eliminate the subsidies 
by gradual reduction within eight years; to allow 
railway companies to set their own rates accord-
ing to competition; and to allow railways to 
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abandon the uneconomic branch lines and 
passenger service, unless required in the public 
interest, at which time the government would 
compensate the railway companies.

In 1968, the CTC allowed CN to discontinue 
its trans-Newfoundland passenger rail service, 
known as the Newfie Bullet. The decision was 
based on CN’s assurance that it would establish 
its own service for the province of “unquestionably 
clean, modern and fast buses.” Jurisdiction of 
the CN-operated bus service was passed to  
the Newfoundland Board of Public Utility  
Commissioners that year.

In 1969, the Railway Transport Committee, after 
months of hearings and consultations, issued 
the Costing Order, which outlined the method to 
determine railway operating costs and to calcu-
late losses in order to apply for discontinuance 
of service.

As soon as the Costing Order was issued, 
the CTC received 31 applications for passenger- 
train discontinuance, including 18 applications 
from CP to discontinue all of its passenger service,  
except commuter lines. CP claimed more than 
$30 million in losses in 1968. CN filed applica-
tions for 13 services, claiming losses of more than 
$11 million. The CTC set to work to determine 
actual losses, and then, as required by statute, to 
begin public hearings into each application for 
discontinuation. That in itself was a mammoth 
task since every public hearing could involve 
submissions from several parties and several days 
of hearing. The CTC was required to consider 
the public interest in every discontinuance, and 
as laid out in the Act, it had to ensure “efficient, 
economic and adequate” service.

On June 18, 1970, after the required public 
hearings, the CTC rejected CP’s application to 

 FREIGHT TRAIN TRANSPORTING POTASH IN YARD, 
MELVILLE, SASKATCHEWAN, 1967.  

PHOTOGRAPHER: G. RICHARD. CSTM/CN000543
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discontinue the Canadian, its daily transconti-
nental passenger train service. The Canadian’s 
losses in 1968 were set at more than $15 million.

As the CTC’s Annual Report for 1970 stated, 
“Because of the probable annual level of subsidy 
required to continue the Canadian — more than  
$1 million a month — the CTC directed CP to 
produce a plan of rationalization.” One can 
almost hear an intake of breath from the CTC — 
and the government — as that monthly sum 
was considered.

In February 1971, the CTC rejected CN’s applica-
tion for discontinuance of the Super Continen-
tal, its transcontinental passenger service, and 
set CN losses for 1969 at $14 million.

On April 14 of that year, the CTC announced that it 
would conduct a study of an integrated transcon-
tinental passenger service plan. Another study was 
set up to examine passenger service from Montréal 
to the Maritimes.

By the end of 1971, CN had filed for discontinuance 
of all of its passenger services. With the CN filings, 
the CTC had received applications for discon-
tinuance of all the passenger rail service of any 
significance in Canada. Annual losses for passenger 
services from CN were reported at $76.3 million 
in 1970. CP’S annual losses were set at $31 million. 
The total, including some small passenger lines, 
was $108 million.

The CTC’s Annual Report for 1971 carried a mes-
sage that, considering the escalating compen-
sation to be paid out for uneconomic services, 
might have been a plea for help: “The figures 
($108 million) emphasize the importance of the 
Commission’s rationalization program which is 
aimed at discontinuing those services, no longer 

required by public need, ending unnecessary 
duplication and eliminating any over-capacity 
that may exist on services that are required to 
continue operating in the public interest.”

The railway companies were working to reduce 
costs on those lines. “The total annual savings from 
rationalization effected by the CN and CP during 
the last three years are $17.5 million,” the 
1971 CTC report stated. “Without such steps most 
of that amount would have become a recurring 
subsidy charge on the taxpayers.” The railway 
companies had also started to introduce some 
cost cutting in local train stations. New technol-
ogy had introduced the use of computers and the 
centralization of communications. Gradually in 
the early 1970s, the major railway companies began 
to remove local station agents from the smaller 
centres. All these factors helped the railway com-
panies to cut some costs.

However, a substantial amount would still have 
to be paid from the public coffers for uneco-
nomic services that the CTC had ordered to 
continue in the public interest — to the tune of 
80 per cent for passenger lines and 100 per cent 
on branch lines.

Under the National Transportation Act, the plan 
was to phase out general railway subsidies, or 
“normal payments,” which had been agreed upon 
prior to 1967. A schedule was set up so that pay-
ments that totalled $110 million in 1967 would 
decline by $14 million a year to reach $12 million 
by 1974. No railway company would receive any 
other subsidy — for instance, for running uneco-
nomic passenger service or branch lines — until 
those claims exceeded the amount of subsidy 
they were already receiving under the normal 
payments plan. Only too quickly, however, the 
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railway companies reached the point where their 
losses exceeded the amounts that they were 
receiving in previous subsidy payments.

By 1973, the CTC had issued decisions on all 
70 applications for discontinuance of passenger- 
train service it had received since 1967. Of 
those, it had ordered 59 services continued and 
approved the discontinuance of 11.

Similarly, by the end of 1973, the CTC had decided 
that all branch lines in the Prairies should be 
protected from abandonment until the end of 
1974. In turn, the railway companies running the 
uneconomic branch lines would be compensated 
for their losses.

The CTC’s Annual Report for 1974 remarked on 
the sharp increases in operating costs for “every 
segment of the transportation industry.” That year, 

“the total payments for various statutory subsidies 
administered by the CTC for rail, water, road and 
air transport rose to more than $232 million, up 
$52 million from 1973. The major outlay was in 
payments to the railway companies as compensa-
tion for uneconomic services they were required 
to provide in the public interest during 1973.”

Furthermore, the Annual Report stated, “Total 
claims from railway companies for losses caused 
by running uneconomic services in the public 
interest amounted to $160.4 million.” Another 
$26 million was paid in claims through a continu-
ous process of verifications from 1969-1972.

That same Annual Report announced a new 
“railway branch-line freeze in the three Prairie 
provinces. The new policy designates a basic 
network of 12,413 miles of track to be protected 
from abandonment until the year 2000. Another 

BY THE END OF 1971,  CN HAD F ILED FOR  
DISCONTINUANCE OF  ALL  OF  I TS  PASSENGER  
SERV ICES .  WI TH  THE  CN F I L INGS,  THE  CTC HAD 
RECE IVED APPL ICAT IONS FOR D ISCONT INUANCE OF 
ALL  THE  PASSENGER RA IL  SERV ICE  OF  ANY S IGNIF I -
CANCE IN  CANADA.  ANNUAL  LOSSES  FOR PASSENGER 
SERV ICES  FROM CN WERE  R E P O R T E D  AT  $ 7 6 . 3   M I L L I O N 
I N   1 9 7 0 .   C P ’ S   A N N U A L  LOSSES  WERE SET  AT  $31 MILL ION.  
THE TOTAL,  INCLUDING SOME SMALL  PASSENGER L INES , 
WAS $108  MILL ION.
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6,283 miles will be protected until the end of 
1975. A total of 525 miles of track, not currently 
in use, is open to abandonment procedures.”

The railway companies had been relieved of  
huge losses for running uneconomic services 
that the CTC deemed to be in the public 
interest, but the price paid by taxpayers was 
constantly mounting.

The Railway Transport Committee had other 
concerns, among them railway safety. A rash 
of accidents in 1970 on the main lines between 
Montréal and Toronto led to an inquiry and 
later the formation of a task force to establish 
safety measures for the movement of dangerous 
commodities by rail. A Railway Safety Advisory 
Committee was established in 1973.

The Committee also continued to hear rate 
applications for telephones and telegraphs, part 
of the mandate passed on from the previous 
Board of Transport Commissioners. In August 
1970, the Committee took over regulation of 
charges by private wire-service companies. In 
1971, the CTC set up a separate Telecommunica-
tions Committee to deal with the increasing rate 
issues. The CTC’s workload continued to grow 
and so did its committees. Now it had eight.

Meanwhile, the Air Transport Committee was 
occupied with the steady stream of applications 
for commercial air licences. As with CTC deci-
sions on the discontinuance of rail service, 
the Air Transport Committee considered the 
licencing applications on a case by case basis, 
to determine present and future public conveni
ence and necessity. The volume of applications 
increased — from 377 in 1967 to 695 in 1974.

In 1969, CP Air (formerly Canadian Pacific 
Airlines) was allowed a larger share of the trans-
continental route — 20 per cent, as had been 
outlined in the government’s air policy of 1967. 
By 1970, CP Air was providing 25 per cent.

Regional carriers were also taking over more 
routes, often in areas where the large carriers 
chose to withdraw their services. Subsidies were 
used as encouragement for the regional airlines to 
supply uneconomic routes, where no other trans-
portation was available. Although more competi-
tion was being allowed in the air mode, Canada’s 
publicly owned airline was still granted priority.

The CTC’s policy in this regard is illustrated 
in its 1974 Annual Report. “Nordair was denied 
authority for a route linking Montréal, Ottawa, 
Sudbury and Thunder Bay. The Nordair decision 
followed public hearings at Sudbury and Thun-
der Bay during which Air Canada announced 
plans to add the same route to its schedule early 
in 1975.”

Successive Annual Reports in the 1970s hint at the 
fast pace of developments in the transportation 
industry since the CTC had been formed in 1967.

In 1971, the CTC’s Marine Transport Committee 
conducted a study on coasting trade and recom-
mended that traffic between Canadian ports be 
reserved for Canadian vessels and that restrictions 
be broadened to offshore activities like dredging, 
salvage and drilling. Proclamation of the Pilotage 
Act of February 1, 1972 gave the Marine Committee 
new jurisdiction over tariffs of pilotage charges 
for the country’s four pilotage authorities — 
Pacific, Atlantic, Great Lakes and Laurentian.
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In 1973, the CTC reported that “a major round of 
negotiations with the United States gave 46 new 
Canadian and U.S. scheduled air routes, bringing 
the total to 81.”

The Annual Report for 1974 announced that 
the CTC’s International Transport Policy 
Committee had established an International 

Intermodal Transport and Facilitation Branch. 
The branch would “co-ordinate, harmonize and 
develop policy on economic regulation of interna-
tional multimodal transport, including movement 
of containerized and break-bulk cargo.” One area 
of study would be a single through bill-of-lading 
for entire intermodal transport of goods from 
the point of origin to the destination.

FERRY MV FEDERAL AVALON, ST. JOHN’S, NEWFOUNDLAND AND 
LABRADOR, 1975 PHOTOGRAPHER: M. SEGAL, CSTM/CN001689
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Since the CTC’s early days, there had 
been a power struggle with the Ministry of 
Transport over policy-making. As early as 
November 22,1968, an Opposition Member 
of Parliament had put his finger on the problem. 
MP Thomas Bell had asked in the House of 
Commons: “Who is really the boss in transport
ation? Is it the minister or is it the new chief 
dictator of the CTC (referring to Pickersgill)?”

Pickersgill’s retirement on August 31, 1972, did 
little to deflect the rivalry with the Ministry of 
Transport. He was replaced by Edgar J. Benson, 
who had served as finance minister during Prime 
Minister Pierre Trudeau’s first term in office. 
Benson, a chartered accountant, had overhauled 
Canadian tax laws in the late 1960s and was still 
young — only 49 — when he turned his energies 
to overseeing the CTC.

In the early months of 1974, a jurisdictional 
dispute between the CTC and the Ministry of 
Transport surfaced in the House of Commons. 
A shortage of railway cars that winter had 
caused a slowdown of freight traffic in the West, 
including the movement of grain to export 
markets.

Transport Minister Jean Marchand described 
his quandary on March 7, 1974, in the House of 
Commons: “About the same number of boxcars 
are available this year as we had last year. This 
means that no provision was made for any 
growth in the economy. So, what do we do in 
this situation? Honourable Members might say, 
‘You are the minister; you do it.’ It is true that 

41	 H.N. Janisch, The Regulatory Process of the Canadian Transport Commission, p. 16. This document, a study 
prepared for the Law Reform Commission of Canada, gives a lengthy analysis of the workings of the CTC 
based on a six-month research project in 1974-1975.

Honourable Members gave responsibilities to the 
minister, but they forgot to give any authority at 
all in many instances.’ ”

“We have the CTC,” Marchand continued, 
“which has final authority over almost every-
thing, except in a few cases where there is 
provision for an appeal to the minister.”

Marchand, who was well known for his blunt 
manner, concluded: “We have everything in 
Canada. We have water, air, surface — we have 
ice, we have snow and we have distance — we 
have everything to have fun in transportation. 
Something we do not have is a real policy and 
I hope that sooner, rather than later, it will be 
possible to have such a policy.”

Under questioning from the House Standing 
Committee on Transportation, Benson said that 
it was not within the CTC’s responsibilities to 
order the railway companies to purchase addi-
tional equipment. Marchand had further reason 
to take policy-making into his own hands.41 

On April 8, Marchand reported to the House that 
he was preparing a policy paper on transportation.

A July election returned Trudeau to power 
and Marchand set to work on his trans-
portation policy proposals. A year later, on 
June 16, 1975, he tabled a document called 
Transportation Policy — A Framework for 
Transportation in Canada, along with an 
Interim Report on Inter-City Passenger 
Movement in Canada and an Interim Report 
on Freight Transportation.
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of transportation as an instrument of national 
policy rather than as a passive support service.” 
It further explained “that the transportation 
system should be accessible, equitable and 
efficient, rather than economic, efficient and 
adequate. The notion of efficiency is not lost, 
but the emphasis is on service to Canadians.”

The paper also stressed that it would “rely on 
competition where economic and technical 
conditions permitted, rather than relying almost 
exclusively on competition.” In effect, Marchand 
was changing the course of national transporta-
tion policy — directing it away from competition 
and back to regulation with the top priority 
being service to Canadians.

Marchand defined the Canadian Transport 
Commission’s role in this way: “Transportation 
in Canada is too big a business to dispense with 
an organization such as the CTC. But we would 
like to see the policy made by the Ministry of 
Transport and applied by the CTC. Right now, 
there are many fields where it is the CTC that is 
making the policy, not the department at all.”

Marchand continued, “I do not mind if they 
(the CTC) have a lot of authority but what I do 
mind is that if we think it is in the interests of 
Canada to do certain things, I want to be able to 
say to the CTC that this is a new policy and that 
they will follow it.”

Marchand did not get a chance to have his 
way with the CTC. On September 25, he was 
removed from the Transport post in a cabinet 
shuffle. The Montreal Gazette explained the next 

day that “Mr. Marchand, deservedly popular 
for his human qualities, his frankness and his 
negotiating skills, came to the point where he 
needed the lighter load he has been given.” 
Marchand became a Minister without portfolio, 
while Justice Minister Otto Lang was appointed 
to the Transport job.

According to Trudeau, The Gazette reported, the 
economy was “in a serious situation.” And the 
prime minister was “determined to take whatever 
measures are necessary to achieve positive results.”

The Gazette had reported on September 16 
that CP had announced a new round of layoffs as 
part of the railway company’s austerity measures 
in response to “low levels of freight traffic and ris-
ing costs. CP reported that it was curtailing spend-
ing in a variety of ways, besides layoffs, including 
storing locomotives and boxcars, reducing admin-
istrative costs and postponing capital projects.”

In October 1975, Trudeau’s government intro-
duced wage and price controls, a three-year 
program to tackle rocketing inflation. The 
country had been struggling for several months 
with spiralling costs in the face of a world-wide 
oil crisis. The government’s belt-tightening 
measures would be felt in all areas of Canadian 
life, including transportation policy.

As the CTC’s 1975 Annual Report explained, 
the anti-inflation program “placed an increased 
responsibility on the CTC to regulate or monitor 
rate increases and profit margins in those areas 
of transportation and telecommunications that 
fall within federal jurisdiction.”
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A commission of inquiry, headed by Emmett Hall, 
a retired Justice of the Supreme Court of Canada, 
was appointed in 1975 to investigate the railway 
requirements of grain producers, elevator opera-
tors and related businesses. Meanwhile, the freeze 
on abandonment of 6,283 miles of branch lines 
in the Prairie provinces was extended for another 
year to the end of 1976. While the Hall Commis-
sion held hearings throughout the four western 
provinces, the CTC allowed 362 of the 525 miles 
of unprotected Prairie trackage to be abandoned.

In January 29, 1976, Transport Minister Otto 
Lang issued a directive for development of “a 
basic single network of rail passenger services 
across Canada” with the expressed purpose of 
“avoiding duplication of services.” The CTC was 
asked “to conduct a series of public hearings to 
ensure that the views of Canadians continue to 
be determined and taken into account in arriving 
at a national passenger service network.”

On June 11, Lang described in the House of Com-
mons his interpretation of Canada’s transportation 
problems: “The conglomeration of approaches to 
transportation in Canada which has developed over 
the years is full of inconsistencies and contradic-
tions, that have built into it tremendous costs and 
non-productive expenditures.”

Lang answered critics of his “user-pay” approach 
to controlling costs in transportation with the 
response, “If it isn’t the user who should pay, 
then who should pay — the non-user?”

Lang went on to say: “Productivity in this coun-
try will be improved by the rational approach 
to transportation and the lowest cost alterna-
tives being selected. Productivity will also be 
improved as users of transportation face the 

real cost to this country of what we are trying 
to do and not the artificial rates based on some 
Band-Aid, political opportunity subsidy. Those 
subsidies we will want to remove and that will 
be our task.” That, as Lang and others were to 
discover, was easier to say than do.

Another government plan was mentioned in 
the CTC’s 1976 Annual Report. “Transport 
Minister Otto Lang announced in mid-year 
that the government was willing to provide up 
to $2 million for start-up costs involved in the 
establishment of air services to certain points 
in Manitoba and Saskatchewan. The Minister 
directed the CTC to invite proposals on the 
operation of specific routes and to provide him 
with a detailed assessment of the submissions 
received.” The routes were jet service between 
Regina, Brandon and Toronto, and jet or non-jet 
service linking Saskatoon and Yorkton in Sas-
katchewan to Dauphin, Brandon and Winnipeg 
in Manitoba.

In 1976, CN’s Roadcruiser bus service, the only 
public passenger service in Newfoundland, was 
put under the CTC’s jurisdiction. A dispute 
between CN and its provincial regulator had 
led Ottawa to make an exemption to the Motor 
Vehicle Transport Act, according to Part III of 
the National Transportation Act.

In another jurisdictional change that year, the 
Canadian Radio-Television Commission assumed 
authority over telecommunications from the CTC.

In May 1977, the Hall Commission on Grain 
Handling and Transportation released its 
report called Grain and Rail in Western Canada. 
It recommended the abandonment — in stages 
from 1977 to 1981 — of 2,165 miles of grain-related 
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other branch lines until 2000. The report also 
recommended the establishment of a Prairie Rail 
Action Committee. The CTC subsequently began 
to consider applications for abandonment of the 
eligible branch lines.

“ P R O D U C T I V I T Y  W I L L 
A L S O  B E  I M P R O V E D 
A S  U S E R S  O F  T R A N S -
P O R TAT I O N  FA C E  T H E 
R E A L  C O S T  T O  T H I S 
C O U N T RY  O F  W H AT 
W E  A R E  T RY I N G  T O 
D O  A N D  N O T  T H E 
A R T I F I C I A L  R AT E S 
B A S E D  O N  S O M E 
B A N D - A I D ,  P O L I T I -
C A L  O P P O R T U N I T Y 
S U B S I D Y.  T H O S E 
S U B S I D I E S  W E  W I L L 
WA N T  T O  R E M O V E 
A N D  T H AT  W I L L  B E 
O U R  TA S K . ”  T H AT,  A S 
L A N G  A N D  O T H E R S 
W E R E  T O  D I S C O V E R , 
WA S  E A S I E R  T O  S AY 
T H A N  D O .

The CTC Annual Report for 1977 reported that 
restrictions had been eased on CP Air’s transconti-
nental routes to allow turnarounds at western 
points other than Vancouver. The CTC also noted 
that the government would allow CP Air to 
provide air services to Saskatchewan, and also to 
consolidate all of its licences into one, which 
would allow the airline to operate flights between 
any two points named in the consolidated licence.

The Air Transport Committee also warned, 
“Continued cost pressures, including world-wide 
increases in fuel prices, caused air carriers to file 
for increases in international and domestic fares 
and rates in 1977.”

Meanwhile, Bill C-31, the bill based on March-
and’s policy plan to amend the National Trans-
portation Act, was stalled in its first reading in the 
House of Commons in January 1977. Enthusiasm 
for the bill gradually waned as efforts for change 
in transportation policy were directed elsewhere.

The Air Canada Act of 1977 removed the air-
line from CN control and made it a separate 
Crown corporation, under the jurisdiction of 
the CTC and subject to the same regulations as 
its competitors. In 1978, the CTC allowed the air-
lines to introduce a variety of new fare discounts.

Between April 1978 and October 1979, the 
western and eastern transcontinental passenger 
services of both CP and CN were absorbed into 
a new Crown corporation called VIA Rail.

In March 1979, the CTC issued a report on a 
meeting about public transportation for people 
with disabilities, and created a special advisory 
panel. Among its recommendations were changes 
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LAUNCHING OF THE LABRADOR COASTAL SHIP MV TAVERNER, COLLINGWOOD, ONTARIO, 
MAY 1962, CSTM/CN001653
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wheelchairs to travel alone and to require VIA Rail 
to provide lifting devices for their assistance.

The Canadian Transport Commission opened 
a western Division in Saskatoon on May 1. In 
response to a government policy that enunciated a 
need for a western presence, the CTC 1979 Annual 
Report stated, “Its mandate is to perform all those 
functions of the CTC that are delegated to the 
modal committees: from Thunder Bay to Pacific 
Coast for rail and from the Ontario-Manitoba 
border to Pacific Coast for other modes.” Two 
commissioners were appointed to the CTC’s 
western Division. It took over responsibility for 
the Prairie branch-line rehabilitation program, and 
Prairie branch-line abandonment applications. 
The CTC pointed out, “Although it is in charge of all 
modes, its primary concerns at this time are the rail 
and air divisions.”

Also in May, a member of the Canadian Trans-
port Commission attended a meeting in London, 
England, to discuss the Bonn Declaration on  
Terrorism. In the declaration made in 1978, seven 
western nations, including Canada, had agreed 
that sanctions — in the form of cancelling air 
services — would be directed at any country that 
refused to extradite or prosecute hijackers, or to 
return hijacked aircraft. The airline industry had 
entered a chilling new era in which peacetime was 
no protection against violence in the skies.

Then in the fall of 1979, danger hit closer to home. 
On November 10, 1979, 24 CP cars carrying liquified 
chlorine and other flammable compressed gases 
derailed in Mississauga, a suburban community 
west of Toronto. A raging fire resulted, forcing 
the removal of 230,000 citizens from the area. 
Although no deaths were reported, the catastrophic 
possibilities of the derailment alerted the nation to 

potential disasters ahead. A Board of Inquiry was 
appointed, under Ontario Appeal Court Justice 
Samuel Grange, to investigate the derailment.

The Canadian Transport Commission became the 
focus of the federal Auditor’s Report in 1979. “The 
Commission, in common with some 30 other fed
eral government departments, is currently engaged 
in an intensive review of its management practices 
and controls,” the CTC reported at the end of the 
year. “The reforms that can already be foreseen as 
resulting from this review will touch upon almost 
every aspect of the Commission’s organization 
and operations.

“In addition to improving its internal manage-
ment and financial controls, the Commission 
has an important role to play in the realm of 
regulatory reform. As the largest of the federal 
regulatory agencies, the CTC will be the trial 
agency upon which new policies, aimed at light-
ening the burden of regulation upon society, will 
be tested. Those policies which are found to be 
workable and beneficial will then be passed on 
to the myriad of other, smaller federal regula-
tory agencies.”

Regulatory reform was already under way. As 
the CTC reported, “Regulatory amendments 
liberalizing domestic and international charter 
rules were approved December 21, 1979 and 
incorporated into the Air Carrier Regulations.”

The CTC reported in 1980 that in the air sector 
“more flexible regulations and simplified account
ing procedures were established to permit greater 
carrier competition and less regulatory burden.” 
Among other things, the CTC was allowing more 
competition in air fares: “For scheduled flights, 
carriers can now innovate fare reductions of 
nearly 50 per cent.”
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That laissez-faire experiment was sidetracked 
in 1982, “after a number of carriers had made 
it known that fare-discounting had reached 
a point where revenue losses had begun to 
threaten the stability of the domestic scheduled 
airline system.” The CTC imposed restrictions 
on discounts of more than 25 per cent, which 
included requirements such as round-trip travel 
and 14-day advance booking.

The Grange Report on the Mississauga Railway 
Accident Inquiry was released on January 19, 1981. 
On September 30, the CTC ordered implemen-
tation of several recommendations including a 
speedier conversion to roller bearings, modifi-
cations of tank cars to increase safety, the use of 
additional hot box detectors, and a reduction in 
speed and in the length of trains.

In 1981, just three years after it had been created, 
VIA Rail was weighed down with a deficit and had 
applied to the CTC to abandon 20 per cent of its 
passenger services. The CTC allowed the discon-
tinuances on September 28, 1981. By the end of the 
year, VIA had cut nine trains, including the Super 
Continental, one of two transcontinental services.

In late 1983, the Western Grain Transportation 
Act was passed to replace the venerable Crowsnest 
Pass Agreement. The Crow rate, considered sacred 
by western farmers, was a reduced freight rate on 
grain that CP had agreed to in 1897. The Act to 
replace it was hammered out by Jean-Luc Pépin, 
who had been Transport Minister since 1980.

But when the bill was released, it caused enough 
of an uproar among western farm groups that 
Prime Minister Trudeau quickly moved his only 

42	 Stephen Clarkson and Christina McCall, Trudeau and Our Times, Volume 1, p. 292, and Volume 2, p. 327-328.

cabinet minister from the West into the Trans-
port portfolio.42 Lloyd Axworthy, from Winnipeg, 
replaced Pépin on August 12, 1983. The new 
Act, allowing for a freight price increase (to a 
maximum of 10 percent on the world grain price) 
and federal compensation to railway companies 
for losses, was passed on November 17. The 
CTC took over responsibilities for the costing of 
grain movements, cost forecasting, determining 
rates, and payment of the government’s commit-
ment to railway companies, now at $650 million.

There were other changes afoot in the early 
1980s. The government faced increasing public 
dissatisfaction in the midst of economic reces-
sion and high unemployment.

The CTC Annual Report of 1983 announced a 
series of public hearings to be held in early 1984 to 
discuss air fare policy at Transport Minister 
Axworthy’s request. It also announced an inquiry 
into intermodal and multimodal transportation 
services. And in a revision of its General Rules, 
the Canadian Transport Commission set new time 
limits for itself in issuing decisions.

In the closing days of 1983, the Canadian Trans-
port Commission welcomed an old opponent 
into its fold. Jean Marchand resigned from the 
Senate, where he had spent the past seven years, 
to become the CTC president on December 16. 
Edgar J. Benson had completed his 10-year term 
on August 31, 1982, and had taken an ambassado-
rial post in Dublin. During the interim, the CTC’s 
John T. Gray, vice-president-law, had filled in as 
president. The 65-year-old Marchand hardly had 
time to settle into his chair before there was a 
flurry of more changes.
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and domestic charters determined that there was 
need for a new air policy. Amendments to the 
Air Carrier Regulations governing domestic and 
international advance booking charters had been 
suggested. Another report on air services in north-
ern regions, based on hearings held in June and 
July, stressed the necessity of providing better air 
service in remote areas between Labrador and the 
Yukon. Transport Minister Axworthy introduced a 
new Canadian air policy that year, implementing 
suggestions from the CTC hearings.

In the fall of 1984, the CTC held an inquiry into 
the effects in Canada of U.S. rail deregulation. The 
study had been requested by Axworthy “after two 
major Canadian railways reported revenue losses 
of $100 million to U.S. competitors.” The Staggers 
Act, passed in the United States in 1980, freed 
the American railway industry from economic 
regulation and opened the way to competition. 
As the CTC reported, the inquiry found that “the 
rail regulatory systems of the two countries are 
no longer compatible and suggested a number of 
legislative changes to restore trans-border railway 
pricing harmony.”

A federal election on September 4, 1984, brought 
in a new government under Brian Mulroney. 
One of the priorities identified by the Mulroney 
team in its campaign platform was transporta-
tion policy reform.

In July 1985, Transport Minister Don Mazankow-
ski introduced a position paper on transportation 
in the House of Commons. It was called Freedom 
to Move — A Framework for Transportation 
Reform. The paper outlined sweeping revisions to 
transportation policy that involved reduced eco-
nomic regulation and greater reliance on market 

forces. As the CTC Annual Report announced, 
“the effects on the Canadian Transport Commis-
sion will be dramatic.”

The Annual Report quoted these words from 
Mazankowski’s speech: “Economic regulatory 
reform in transportation is needed in Canada if 
it is to achieve economic renewal and growth to 
meet international competition. Canada’s ability to 
achieve economic progress in the 1980s and 1990s 
will depend in a large measure on a productive and 
more efficient transportation system.”

The Transport Minister continued, “It is the 
federal government’s view that the changing 
environment of regulatory administration, 
coupled with the determination to reduce 
government interference in the marketplace, 
requires the establishment of a new regula-
tory agency as a successor to the Canadian 
Transport Commission.”

The fate of the Canadian Transport Commis-
sion had been decided. It would be replaced 
by another agency with less regulatory autho
rity. Jean Marchand resigned as president 
on July 31, 1985, soon after Mazankowski’s 
policy paper was released. J. David Thompson, 
the CTC’s vice-president-law, sat in the pre
sident’s chair until Erik Nielsen was appointed 
in early 1987. Nielsen had been a Member of 
Parliament since 1957. He served in Joe Clark’s 
short-lived government in 1979-1980 and then 
held several cabinet posts in the Mulroney gov-
ernment. In January 1987, he had resigned from 
the House of Commons to head the CTC.

While the new legislation was drawn up, the 
Commission continued with its daily workload. 
Mazankowski had asked the CTC’s Western 
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Division to inquire into possible alternatives 
to railway branch lines in Canada. The objective, 
according to the CTC, was to find better ways 
to improve the effectiveness, efficiency and 
reliability of the railway system at a minimum 
cost. The Western Division issued a report on 
June 28, 1985, on alternatives to railway branch 
lines. The report found that branch-line sub-
sidies had grown from $37.1 million in 1971 to 
$322 million in 1982. It also found that consid
eration had not been given to competition from 
other modes of transport. The report recom-
mended a complete review of railway costing.

On June 26, 1986, Transport Minister Mazankowski 
introduced Bill C-18 in the House of Commons. 
It was the new National Transportation Act that 
would create an agency to replace the Canadian 
Transport Commission. Ironically, the CTC’s 
Research Branch, created by Pickersgill back 
in 1967 to serve as an instrument of policy- 
making, had assisted the Mazankowski team in 
drafting the new legislation.

Among changes to the original Act of 1967, there 
were provisions for confidential contracts for 
railway shippers; increased intramodal competi-
tion; reduced regulation governing the commer-
cial airline sector; rate arbitration for shippers 
and carriers; and protection of the unique nature  
of the North’s air and marine transportation.

John Crosbie became Transport Minister 
on June 30, 1986, a couple of days after 
the National Transportation Act was tabled. 
He guided Bill C-18 and the accompanying 
Bill C-19, the new Motor Vehicle Transport Act, 
through Parliament.

“With the late summer passage of Bill C-18,” 
the CTC reported in the 1987 Annual Report, 
“and in anticipation of the new National Trans-
portation Act becoming law on January 1, 1988, the 
commission began to phase out its activities.” A 
transitional team was set up to accommodate the 
relocation of staff, which had grown in 1986 to 
almost 1,000 people.

THE  TRANSPORT  
M IN ISTER  CONT INUED, 
“ I T  I S  THE  FEDERAL 
GOVERNMENT’S  V IEW 
THAT  THE  CHANGING 
ENVIRONMENT  OF  
REGULATORY 
ADMIN IS TRAT ION, 
COUPLED WITH  THE 
DETERMINAT ION TO 
REDUCE GOVERN-
MENT  INTERFERENCE 
IN  THE  MARKETPLACE, 
REQUIRES  THE  
ESTABL ISHMENT  
OF  A  NEW REGULA-
TORY AGENCY AS  A 
SUCCESSOR TO THE 
CANADIAN TRANS-
PORT  COMMISS ION.”
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Among the CTC’s final decisions in December 
1987 was the approval for CN and CP to operate 
their trains without cabooses. The prospect of 
trains running without cabooses seemed strange 
in those days. But once discarded, they were 
soon forgotten.

The Canadian Transport Commission would 
meet a similar fate. After 20 years, it had become 
obsolete. Under a new agency, Canada’s trans-
portation system would have “freedom to move”.

AERIAL VIEW OF A WESTBOUND TRAIN NEAR KAMLOOPS, 
BRITISH COLUMBIA, 1975, CSTM/CN000559
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++ 1988, the govern-
ment divested Air 
Canada.

++ 1992, the National 
Transportation Act 
was amended to 
expand the role 
of the Agency with 
respect to making 
the federal trans-
portation accessible 
to persons with 
disabilities.

++ February 24, 1995, 
Canada signed 
an “Open Skies” 
agreement with the 
United States.

SH I F T ING  

THE NATIONAL TRANSPORTATION AGENCY,  
1988 TO 1996

T he Canadian Transport Commission had moved across the Ottawa 
River to Hull in the late 1970s. More than 800 employees now 
occupied the top five floors of the fortress-like brick building at 

15 Eddy Street. In its 20 years of existence, the CTC had amassed a large 
organization that would have to be overhauled to implement the govern-
ment’s new vision for transportation policy.

Erik Nielsen, a former Cabinet minister in Brian Mulroney’s govern-
ment, was appointed to head the new National Transportation Agency. 
Nielsen had a law degree and a Distinguished Flying Cross earned in 
World War II. He also had a reputation as a scrapper, picked up during 
a 30-year career in the House of Commons as the representative for 
Whitehorse, Yukon. His appointment signalled a changing of the guard, 
a guard that the Mulroney government decided had become entrenched 
in a regulatory system that was no longer viable.

As the Ottawa Citizen reported on November 28, 1987, “Transport 
Minister John Crosbie said he was fed up with regulations so severe 
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the bathroom.’ So he hired Erik Nielsen.”

Crosbie had outlined the agenda for change in a 
more serious vein on June 17, 1987: “The current 
regime was put in place in 1967. Since then, the 
world economy, the Canadian economy and 
Canada’s transportation industry have changed 
significantly. The regulatory regime simply did 
not keep pace. As a result, at the present time 
it impedes rather than supports growth and 
development, it stifles competition in all modes 
of transportation, it reduces the competitiveness 
of producers and it hinders the free movement 
of goods and people.”

Eleven of the 13 incumbents in the Canadian 
Transport Commission were given their walking 
papers in the restructuring that followed. The new 
Act called for a maximum of nine full-time Mem-
bers, including a Chairman and Vice-Chairman, to 
be appointed by Cabinet for five-year renewable 
terms, and six part-time Members. To provide 
some regional representation, the Act required 
that there be one Member from each of five Cana-
dian regions: Pacific, Prairie, Ontario, Québec, and 
Atlantic Region.

Micheline Beaudry, a Montréaler with mana
gement experience in energy and transporta-
tion, was appointed Vice-Chairman. Six other 
full-time Members were appointed to five-year 
terms. Two former members of the CTC were 
appointed as temporary Members.

The 1988 Annual Report indicates that the 
Agency did not skimp on staff training. “As 
employees were placed in new positions,” 

43	 Freedom to Move in Canada’s New Transportation Environment, a series of pamphlets published in 
1988 when John Crosbie was Transport Minister. The information quoted in the text comes from the pam-
phlet subtitled the National Transportation Act and the Motor Vehicle Transport Act.

the report stated, “considerable emphasis was 
placed on training to ensure that all employees 
understood their new responsibilities.”

A government booklet, Freedom to Move, 
published in 1988, explained the Agency’s role: 
“The powers of the new Agency are designed to 
ensure responsiveness to public interest, industry 
needs and policy direction from the government. 
The Agency has authority to grant transportation 
licences, review public complaints and help 
resolve disputes between shippers and transpor-
tation firms.”43 

The new Act stated that safety was a priority, that 
competition should be the prime force to drive the 
Canadian transportation industry, and that ship-
pers and travellers should be the chief consider-
ations in establishing policy. The Act also directed 
that competition should be not only intermodal 
(between different modes of transportation), 
but also intramodal (between carriers within a 
particular mode). Regional economic development 
was an expressed goal. Also, all modes should be 
treated fairly, and carriers should pay for facilities 
provided at the public’s expense.

The new Agency’s operations were restructured 
to reflect the Act’s philosophy. Unlike the CTC, 
which had separate divisions set up according 
to transportation mode, the new Agency was 
divided into branches according to the duties 
performed. The Dispute Resolution Branch 
settled rate or service disputes and monitored 
acquisitions and mergers of transportation com-
panies; the Market Entry and Analysis Branch 
was responsible for licensing within all modes; 
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the Transportation Subsidies Branch dealt with 
subsidy payments, determination of western 
grain rates and railway rationalization proposals. 
The Legal Services, Corporate Management and 
Human Resources and the Secretariat branches 
provided relevant expertise and support to the 
other branches. Regional offices were set up in 

Moncton for the Atlantic Region, and Saskatoon 
for the Prairie Region.

The National Transportation Agency would 
continue to hold public hearings into transporta-
tion matters and settle disputes between shippers 
and carriers, but now only in response to specific 
complaints or at the government’s request. The 

A SHADOWY VIEW OF THE BACK OF FREIGHT BOAT SAILING AWAY INTO 
SUNSET, STOCK PHOTOGRAPHY HELD BY THE CANADIAN TRANSPORTATION 

AGENCY, © DIGITAL VISION



67
     







A
T 

TH
E

 H
E

A
R

T 
O

F 
TR

A
N

S
P

O
R

TA
TI

O
N

: 
A

 M
O

V
IN

G
 H

IS
TO

R
YAgency would also provide final-offer arbitration 

along with mediation, but the services would be 
offered only upon request.

“In most cases, the Agency can only take 
action upon request. In keeping with the  
emphasis on minimal regulation, it is intended 
to respond to problems rather than seek them  
out,” the government booklet, Freedom to  
Move, explained.

The Agency no longer had a proactive role in 
policy-making, but was bound to follow the 
policy directives of government. As the booklet 
explained, “the Minister of Transport is account
able to Parliament for national transportation 
policy and for the actions of the Agency. The 
government may issue general policy or other 
binding directions to the Agency and may alter any 
decision, order or regulation made by the Agency.”

With a move toward deregulation, the Agency’s 
regulatory duties were also redefined.

As laid out by Transport Minister Lloyd Axwor-
thy’s Canadian air policy in 1984, air services 
were no longer required to prove “present and 
future public convenience and necessity,” except 
in Northern Canada, where the airline industry 
was still considered fragile.

In the rest of Canada, an air service needed 
only to be “fit, willing and able,” that is, able to 
operate a safe air service with proper insurance 
coverage. Earlier conditions regarding routes, 
schedules, fares and equipment had also been 
removed. Air services could now negotiate 
confidential contracts and they needed to give 

only 120 days’ notice to reduce or stop service. 
In instances of monopolies in service, the public 
could appeal fares to the Agency.

The new Act reduced regulations in the rail sector 
so that shippers could negotiate confidential 
contracts with individual railway companies, and 
file the agreements with the Agency. The new Act 
required only that rates be compensatory to cover 
the actual cost of shipping. The interswitching 
limit was also extended, from 6.4 kilometres (four 
miles) set in 1908 to 30 kilometres (18 miles). 
Captive shippers beyond the 30-kilometre limit 
could ask their local carrier for a competitive line 
rate. If a rate could not be agreed upon, the Agency, 
on request, would set the rate.

The new National Transportation Act also made 
it easier for railway companies to sell an unprof-
itable line, and ensured a government subsidy 
to the public to establish other means of trans-
portation where necessary. If a line had future 
economic potential, the Agency could order the 
railway company to continue service on a subsidy 
basis. If the line was found to be uneconomic, the 
railway companies had to give 90 days’ notice of 
abandonment, during which time the public had 
60 days to appeal. The Agency then had to make 
a decision within six months.

Marine transportation in the North was pro-
tected in the same way as northern air services. 
No new service would be allowed to enter an 
area that would endanger existing services. The 
Agency continued its other administrative duties 
in the filing of tariffs, under the Pilotage Act and 
the St. Lawrence Seaway Act, and would hold 
hearings in response to complaints.
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A new assignment for the Agency was the monitor-
ing of major company mergers and acquisitions 
in all modes of transportation. The Agency 
was also required to conduct annual reviews of 
the National Transportation Act. A major review of 
the Act was required in the fifth year of operation.

The new legislation stated that transportation 
services must be offered without undue obsta-
cles to public mobility, particularly for travellers 
with disabilities. The Agency was instructed to 
investigate any complaints in that regard. In 
July 1988, the Agency was further empowered to 
prescribe, administer and enforce regulations for 
accessibility standards of persons with disabili-
ties for all of the modes of transportation.

The creation of the Canadian Transportation 
Accident Investigation and Safety Board in 
1989 removed the Agency’s role in investigating 
railway accidents. But the Agency continued to 
distribute subsidies and set the annual rate scale 
for the movement of western grain.

In its first Annual Review, the National Transpor-
tation Agency reported that confidential contract
ing was the principal competitive mechanism used 
in the railway industry in 1988.

It also reported that fare wars continued through-
out the year in the air industry. “The major airlines 
flew more passengers and transported more cargo 
farther, but fare competition forced yields down-
ward with corresponding effects on cash flow and 
profits,” the Agency reported.

In 1988, the government had sold Air Canada.  
The Annual Review remarked that “one of the 
most prominent developments associated with 
the deregulation of Canada’s air transport industry 
in the 1980s has been the creation of two large 

carrier families headed by Air Canada and Cana-
dian Airlines International.” Canadian Airlines 
International was owned by Calgary-based PWA, 
formerly called Pacific Western, which had bought 
out CP Air in 1987.

When the Agency allowed Wardair, hurting and 
close to bankruptcy, to be purchased by PWA, the 
Montreal Gazette reported on January 20, 1989 that 
“air fares are bound to rise and fare wars are likely 
to be less frequent.” But that prediction turned out 
to be wrong. Charter air services continued to enter 
and leave the market, creating enough competition 
for the major airlines that fare wars persisted.

A NEW ASS IGNMENT 
FOR THE AGENCY WAS 
THE MONITORING OF 
MAJOR COMPANY 
MERGERS AND ACQUI -
S I T IONS IN  ALL  MODES 
OF TRANSPORTAT ION. 
THE  AGENCY WAS ALSO 
REQUIRED TO CON-
DUCT ANNUAL REVIEWS 
OF THE  NAT IONAL 
TRANSPORTAT ION ACT . 
A  MAJOR REVIEW OF 
THE  ACT WAS REQUIRED 
IN  THE  F I FTH  YEAR 
OF OPERAT ION.
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A PASSENGER INFORMATION REPRESENTATIVE ASSISTS TRAVELLERS AT 
TORONTO PEARSON INTERNATIONAL AIRPORT, ONTARIO
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In response to the rapid turnover of charter air 
services, the Agency made revisions to the Air 
Transportation Regulations in 1991 to protect 
advance payments by consumers. The Agency 
also conducted field audits of tour operators and 
air carriers to ensure that the advance payments 
were adequately protected.

In 1988, VIA Rail’s discount fares had become 
the focus of Agency hearings. The Voyageur bus 
company complained about VIA’s proposed dis-
counts in the Montréal-Ottawa-Toronto corridor. 
The bus company claimed that the fares would 
hurt its business, charging that VIA already had 
an unfair advantage because it was a Crown cor-
poration with government funding. The Agency 
decided that the discount fares were prejudicial 
to the public interest, and recommended to 
Cabinet that an inquiry into VIA Rail’s pricing 
policy be established.

An Agency inquiry into VIA pricing was halted 
in April 1989 when Transport Minister Benoit 
Bouchard announced a plan to slash funds to 
VIA Rail. The government’s five-year plan would 
cut VIA passenger service in half, mainly in the 
Atlantic provinces. Bouchard also set up a Royal 
Commission on Passenger Transportation, under 
Lou Hyndman, a former Alberta Cabinet minister.

Meanwhile, the major railway companies 
continued to rationalize their lines. The Mon-
treal Gazette reported on October 18, 1989, 
that “the National Transportation Agency 
has been besieged by a flood of applications 
for closing freight railway lines through-
out Canada.” According to the newspaper 
report, CN and CP were planning to close 
65 freight lines covering 1,306 miles in 1989, 
“more than double the applications fielded in 
1989 from all 15 railway companies.”

CN had ceased railway operations in Newfound-
land in 1988 and discontinued service in Prince 
Edward Island in 1992. By 1993, CP no longer had 
any railway lines east of Québec.

A Southam News report on July 23, 1991, ques-
tioned the success of transportation deregulation. 
“With airline losses up, competition down and 
gasoline prices and taxes higher, touring Canada 
this summer is costly.” The report continued, 
“While deregulation was supposed to open 
Canada’s skies to new airlines, the effect has been 
quite the opposite. This summer Canada’s market 
is clearly dominated by Air Canada, Canadian 
Airlines International, a unit of Calgary’s PWA 
Corp., and 11 regional airlines within their con-
trol.” The Southam report dubbed the Canadian 
air industry a “duopoly.”

But the Agency stated in its 1992 Annual Review 
that “in spite of apparent concentration in the 
industry, the level of domination at the route 
level has decreased considerably. There has 
been a significant reduction of the dominant 
carriers’ market share on most Canadian routes, 
and no monopolization of key hub airports by 
dominant carriers.”

In 1992, the National Transportation Act of 
1987 was amended to include the words “acces
sible” and “persons with disabilities” in its 
declaratory clause. The amendment made the 
needs of travellers with disabilities an integral 
part of the Agency’s jurisdiction.

In January 1992, the Agency released an interim 
report on the accessibility of federally-regulated 
ferries. An interim report on the accessibility of 
ground transportation at Canadian airports was 
issued in December of that year and a report 
on accessibility of motor coach services was 
released in May 1993.
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C N   H A D  C E A S E D 
R A I LWAY  O P E R -
AT I O N S  I N  N E W -
F O U N D L A N D  I N 
1 9 8 8   A N D  D I S C O N -
T I N U E D  S E RV I C E  I N 
P R I N C E  E D WA R D 
I S L A N D  I N  1 9 9 2 . 
B Y  1 9 9 3 ,   C P   N O 
L O N G E R  H A D  A N Y 
R A I LWAY  L I N E S  E A S T 
O F   Q U É B E C .

Meanwhile, the fare wars being fought in the 
Canadian skies were making some people nervous. 
PWA had announced in 1992 that Canadian Airlines 
was in financial trouble and that it was looking 
for a buyer. When negotiations for a merger with 
Air Canada failed, PWA started talks with the 
U.S.-owned American Airlines.

On September 12, 1992, NDP Leader Audrey 
McLaughlin, was quoted by Southam News, after 
a debate in the House of Commons over airfare 
wars, as saying: “if we do not have some kind of 
regulation, the only thing we’ll have flying over 
Canadian airspace will be Canadian geese.”

However, the Mulroney government held its 
ground on deregulation, and federally funded 
research supported its stand.

On November 19, 1992, the Royal Commission on 
National Passenger Transportation, chaired by 
Lou Hyndman, released its report. “Government 
departments should no longer own, finance, 
maintain or operate Canada’s transportation 
system,” the report recommended. “It must be 
supported by travellers and not by taxpayers.”

The Hyndman Commission recommended the 
withdrawal of government transportation subsidies, 
the application of a user-pay concept, and a 
restriction of the government’s role in transpor-
tation to policy-making.

Meanwhile, the Agency said goodbye to Erik 
Nielsen when his five-year term finished 
on November 31. With Nielsen’s departure, 
Vice-Chairman Micheline Beaudry became the 
acting Chairman.

The government, meanwhile, appointed a lawyer 
from Québec City to head a review committee of 
the National Transportation Act. Gilles Rivard’s 
committee would conduct the mandatory 
five-year review of the Act. Included in the review 
would be an assessment of the operations of the 
Agency. The Rivard committee report, released 
on March 9, 1993, found that the National Trans-
portation Act of 1987 had accomplished much 
of what it had set out to do. But the committee 
encouraged the government to move even further 
toward deregulation by opening Canada’s trans-
portation sector to more competition.

Rivard told The Canadian Press on March 9 that 
deregulation was working: “The changes, while 
painful, were necessary. Canadian shippers and 
travellers are benefiting.”
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The review committee recommended that the 
air sector be opened to more foreign investment 
and that if a monopoly developed in the domes-
tic market, foreign carriers should be allowed 
to enter. In the railway sector, the committee 
recommended privatization of CN and more lib-
eral rationalization rules so that railway compa-
nies could reduce costs more quickly. The com-
mittee also recommended that CP and CN should 
be encouraged to share trackage.

For the National Transportation Agency itself, 
the review committee recommended an exam-
ination of its organization, and its human and 
financial resources. The staff of the Agency 
had been greatly reduced since the days of 
the Canadian Transport Commission. In 
1986, the CTC had more than 800 employees 
and an administrative budget of $43 million. 
By 1992-1993, the Agency operated with 
508 employees and a budget of $35 million.44 
But with the Agency’s reduced regulatory role, 
the committee suggested that it be assessed 
for cost-effectiveness and efficiency.

On March 16, 1993, a week after the National 
Transportation Agency Review Committee 
Report was released to the public, Rivard was 
appointed chairman of the Agency. Meanwhile, 
the Rivard committee’s report was sent to the 
Parliamentary Standing Committee on Transport, 
and further consultations were held.

The Agency was reorganized that year to create 
departments along modal lines that included 
the Rail Branch, the Air and Accessible Trans-
portation Branch and the Marine, Trucking and 
Regulatory Operations Branch. Legal Services, 
the Secretariat and Communications Services 

44	 Margaret M. Hill, “Recasting the Federal Transport Regulator: The Thirty Years’ War, 1967-1997”, an essay contained 
in the book, Changing the Rules: Canadian Regulatory Regimes and Institutions, G. Bruce Doern, editor, p. 57.

were merged into another branch, while Corpo-
rate Services was combined with the Planning, 
Review and Quality Management and Internal 
Audit branches.

On May 27, 1993, the Agency issued a major 
decision allowing AMR Ltd., owner of American 
Airlines, to buy a 33 per cent stake in Canadian 
Airlines, ruling that the airline would remain 
Canadian owned and controlled. On June 24, the 
federal Cabinet upheld the decision, dismissing 
an appeal by Air Canada.

A fall election in 1993 brought Jean Chrétien to 
power. While the new government settled in to 
work, the Agency was conducting hearings into 
another complaint from the Voyageur bus com-
pany about VIA Rail’s discount fares. Voyageur 
continued to complain that the Crown corpora-
tion had an unfair advantage and that by cutting 
fares in Ontario and Québec, VIA damaged the 
bus company’s business. The Agency decided this 
time that VIA’s discount fares did not endanger 
the bus business.

On December 1, 1993, the Coasting Trade Act was 
enacted, in which the Agency would recommend 
to the Revenue Minister whether foreign vessels 
should receive temporary licences for work in 
Canadian waters, taking into account whether 
Canadian vessels were available.

On June 3, 1994, Transport Minister Douglas 
Young delivered a policy statement in the House 
of Commons: “The current transportation system 
is becoming a handicap rather than an advantage 
to Canadian businesses and consumers. We 
must modernize quickly. Much of our system is 
overbuilt and we can no longer afford it.”
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Young pointed out the flaws in the transportation 
system, echoing concerns that had been raised 
in the past. “We have too much spare capacity — 
too many ‘empty cars’ that are not being utilized. 
Many services are now being heavily subsidized 
and for the wrong reasons. The profitability and 
long-term viability of many segments of the 
industry are in peril. Intermodal links are more 
preached about than used. Clients of our systems 
are being shielded from the real costs that are 
being subsidized by taxpayers. The environmen-

tal consequences of transportation, especially 
in urban areas, are becoming more acute.”

Young pointed out that Canadian taxpayers in 
1994 were directly subsidizing the federal trans-
portation system to the tune of $1.6 billion, and 
to the tune of $700 million in indirect subsidies. 
Young also said, “We support the government’s 
overall review of boards and agencies, including 
the National Transportation Agency.” He added, 
“We intend to eliminate outdated, unnecessary 
and often stifling regulations.”

A PASSENGER WITH VISUAL IMPAIRMENT AND GUIDE DOG ABOARD  
A VIA RAIL TRAIN © CANADIAN TRANSPORTATION AGENCY
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The government had set its goals for transporta-
tion policy. The coming months would reveal how 
successful it would be in implementing them.

CP and CN had been negotiating a merger of 
their freight services east of Winnipeg and 
Chicago. Their negotiations broke down in 
July 1994. CP then offered to buy CN’s rail oper-
ations east of Winnipeg. That bid was rejected 
by the government. In September, Transport 
Minister Young set up a task force to consider 
privatizing CN.

The Agency’s 1994 Annual Review expressed some 
optimism that Canada’s economy was recovering 
from a lingering recession amid reports of higher 
traffic in all modes of transportation. The Annual 
Review also noted an increase in intermodal 
transportation as shippers used more than one 
mode of transportation to deliver goods.

An intermodal complaint had come to the Agency’s 
attention early in 1994. CN claimed that the 
purchase of Montréal’s troubled Cast container 
shipping company by Canadian Pacific would hurt 
competition on the main transportation route 
from North America to Europe. CN claimed that 
merging the two companies would involve 80 per 
cent of container business at the port of Montréal, 
which was the largest container port in Canada. The 
Agency decided, however, in favour of the purchase 
and Canadian Pacific bought Cast in March 1995.

Meanwhile, the Canadian government signed an 
“Open Skies” agreement with the United States 
on February 24, 1995, that allowed unlimited 
access of airlines between the two countries.

On February 27, 1995, three subsidy programs 
administered by the Agency were put on the 
chopping block. Finance Minister Paul Martin 
announced in the federal budget that railway 
subsidy programs established under the Western 
Grain Transportation Act, the Maritimes Freight 
Rates Act and the Atlantic Region Freight Assistance 
Act would be cut in the summer.

On June 20, 1995, Transport Minister Young 
tabled Bill C-101, otherwise known as the Canada 
Transportation Act, that would continue the 
National Transportation Agency as the Canadian 
Transportation Agency.

A story in the Ottawa Citizen a week later, on June 28, 
reported that the National Transportation Agency 
“has to cut 200 of its 500 jobs over the next  
18 months.” The Agency was attempting to find 
work for its employees in other government offices.

On November 2, 1995, the Ottawa Citizen 
reported that “hard economies dictated CP’s 
relocation to Calgary from Montréal where it was 
created 127 years ago.” The Citizen explained that 
the area between Thunder Bay and the Pacific 
Ocean generated 80 per cent of CP’s revenue. 
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so unprofitable for the railway company for so 
many years in its first century had now become 
the railway company’s main source of revenue.

On December 14, when the Transport Minister 
announced plans for a new Marine Act in the 
House of Commons, he was in an optimistic 
mood about Canada’s transportation system. 
Young listed the government’s recent achieve-
ments in the area: an agreement with NAV 
Canada to commercialize Canada’s air navigation 
system; an international air transportation policy 
to ensure that Canadian carriers made use of 
the routes they were allotted; the signing of the 
“Open Skies” agreement with the United States; 
the privatization of CN; and the elimination 

of $700 million in subsidy payments under 
the Western Grain Transportation Act and the 
Atlantic Region Freight Assistance program.

The Canada Transportation Act, also called 
Bill C-14 (formerly C-101), went to third reading 
on March 25, 1996. It received royal assent on 
May 29.

The new Canada Transportation Act essentially 
reiterated the same policy that had been declared 
in the earlier National Transportation Act. But the 
Act introduced regulations that would transform 
the Agency itself. As the Agency’s Annual Report 
for 1996 related, “what made these changes excep-
tional was the magnitude of their impact.”

O N  J U N E   2 0 ,   1 9 9 5 ,  T R A N S P O R T  M I N I S T E R  Y O U N G 
TA B L E D  B I L L   C - 1 0 1 ,  O T H E R W I S E  K N O W N  A S  T H E  
C A N A D A  T R A N S P O R TAT I O N  A C T ,  T H AT  W O U L D  
C O N T I N U E  T H E  N AT I O N A L  T R A N S P O R TAT I O N  A G E N C Y 
A S  T H E  C A N A D I A N  T R A N S P O R TAT I O N  A G E N C Y.
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++ July 1, 1996, regulation 
of motor vehicle trans-
port and commodity 
pipelines was removed 
from the Agency’s 
mandate.

++ August 2000, Canada’s 
first Air Travel Com-
plaints Commissioner 
was appointed.

++ December 21, 2000, 
Air Canada was 
allowed to take control 
of Canadian Airlines.

++ September 11, 2001, 
terrorist attacks in the 
United States using 
highjacked commercial 
airlines changes air 
travel forever.

R E A C H I N G  
O U R  

THE CANADIAN TRANSPORTATION AGENCY,  
1996 TO 2004

T he Canada Transportation Act was proclaimed on July 1, 1996, when, 
as the Ottawa Citizen reported, “For one sweet day, there were no 
clouds in the sky and few in the minds of 140,000 Canada Day 

revellers who packed Parliament Hill to mark the nation’s 129th birthday.”

Spring had been slow in coming and then the cool, wet weather 
lingered into summer.

As the Annual Report for that year related, the National Transportation 
Agency was dealing with the upheaval involved in reducing a staff of 
500 by almost half. “The closure of the National Transportation Agency’s 
Moncton office presented a particular challenge, as this office adminis-
tered the Atlantic Region’s transportation assistance program. Employees 
in Moncton had the demanding task of closing the books on the subsidy 
program, while their jobs were being terminated.”
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Canadian Transportation Agency, which began 
operations on July 2, would be a streamlined  
version of its former incarnation. The Agency 
membership was reduced to a maximum of seven 
full-time Members appointed by Cabinet for a 
maximum term of five years, and a maximum of 
three part-time Members appointed by the Minister 
of Transport. The requirement of regional represen-
tation among the Members was removed along with 
the regional offices.

Marian Robson, who had joined the National 
Transportation Agency on March 27, 1995, was 
appointed Chairman. Mrs. Robson had 25 years 
of experience in the transportation field, 
including executive positions in the Canadian 
port system, as a manager for CN and, in the 
1970s, as special assistant to Transport Minister 
Otto Lang. Jean Patenaude, a policy adviser at 
Transport Canada, was appointed to the Agency 
as Vice-Chairman. Two Members moved from 
the old Agency to the new.

The existing national transportation policy had 
remained largely intact in the Canada Trans-
portation Act: namely, that “a safe, economic, 
efficient and adequate network of viable and 
effective transportation services accessible to 
persons with disabilities and that makes the 
best use of all available modes of transportation 
at the lowest total cost is essential to serve the 
transportation needs of shippers and travel-
lers, including persons with disabilities, and to 
maintain the economic well-being and growth of 
Canada and its regions.”

The Agency would continue in its role as a 
quasi-judicial tribunal and an economic regu-
lator with responsibilities that included issuing 

licences to air carriers and railway companies, 
resolving disputes over various air, rail and marine 
transportation rate and service matters, and the 
determination of the annual maximum rate scale 
for Western grain movements. The Agency also 
had powers to remove undue obstacles to the 
mobility of travellers with disabilities.

The Canada Transportation Act provided for 
an easier process for railway companies to sell 
railway lines or to discontinue service; elimi-
nated the Agency’s role in monitoring mergers 
and acquisitions of rail carriers and airlines; 
removed railway subsidies for continuing 
uneconomic freight and passenger service; and 
removed entry restrictions for Northern air 
services so that all domestic air service was put 
under the same licensing regime.

Regulation of motor vehicle transport and com-
modity pipelines was removed from the Agency’s 
mandate. The Agency was given a new role in 
consumer protection with a financial fitness 
requirement for air services. Under the new Act, 
air services were prohibited from advertising if 
they did not have a licence. The Act required the 
Agency to make a decision in a timely manner, 
allowing no more than 120 days from the receipt 
of an application or a complaint. The Agency 
was also granted the authority to levy fines for 
non-compliance with regulatory provisions.

The Canada Transportation Act required the 
Agency to conduct an annual assessment of the 
Act and to report on any difficulties observed in 
its administration. This requirement provided a 
checkpoint for the Agency to report loopholes 
encountered in the Act, as had been the case in 
the Atlantic subsidies program under the prev
ious legislation.
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As the Canadian Transportation Agency opened 
its doors, the approach of the new millennium 
presented a whole new array of challenges in 
Canada’s transportation system. An aging popu-
lation raised increasing concern about the need 
to make transportation accessible to people with 
disabilities. Passenger air travel was expanding in 
a fiercely competitive market at the international 
level, while on the domestic side Air Canada and 
Canadian Airlines were the major players in a 
market that saw little growth. A balance would 
have to be maintained between the twin objec-
tives of encouraging competition and protecting 
Canadian interests.

Rail and marine carriers were exploring new 
frontiers in intermodal container traffic. Mean-
while, as the two major freight railways com-
panies, CP and CN, sold off their branch lines, 
short-line railway operations were springing up 
in large numbers.

But even as the Agency was adapting to meet 
these new challenges, it still was occupied with 
many of the same concerns that had brought 
about the creation of the first Board of Railway 
Commissioners almost 100 years before. One 
of the first major complaints addressed to the 
Agency involved the railway companies’ move-
ment of grain for export markets. That complaint 
would also eventually lead to some amendments 
to the Act.

On April 14, 1997, the Canadian Wheat Board 
filed a complaint with the Agency against 
CP and CN, claiming that they had not fulfilled 
their service obligations and that farmers had 
incurred transportation-related losses of more 
than $50 million that winter. After several delays, 
a two-month Agency hearing began in Saskatoon 

on March 30, 1998, with CP involved. CN had 
settled earlier with the Wheat Board, paying an 
undisclosed figure in compensation. On Septem-
ber 30, 1998, the Agency decided that CP had not 
met its service obligations for westbound traffic, 
had breached some aspects in regards to U.S. 
bound traffic, but had met its service obligations 
for eastbound traffic. The Agency also found that 
weather-related disruptions had hampered traffic 
in the westbound corridor. The Agency concluded 
that no relief was necessary for the Wheat Board.

R A I L  A N D  M A R I N E 
C A R R I E R S  W E R E 
E X P L O R I N G  N E W 
F R O N T I E R S  I N  I N T E R -
M O D A L  C O N TA I N E R 
T R A F F I C .  M E A N -
W H I L E ,  A S  T H E  T W O 
M A J O R  F R E I G H T 
R A I LWAY S  C O M PA -
N I E S ,  C P   A N D   C N , 
S O L D  O F F  T H E I R 
B R A N C H  L I N E S , 
S H O R T - L I N E  R A I LWAY 
O P E R AT I O N S  W E R E 
S P R I N G I N G  U P  I N 
L A R G E  N U M B E R S .
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In December 1997, Minister of Transport David 
Collenette had appointed Supreme Court Justice 
Willard Estey to undertake a review of the grain 
transportation and handling system. Estey’s 
report in December 1998 called for a more 
commercial grain-delivery system that continued 
to protect the public interest. Arthur Kroeger, 
a former deputy minister of Transport, was 
appointed in May 1999 to develop a system of 
grain-transportation reforms. Kroeger sought the 

Agency’s help in estimating transportation costs 
and to determine the extent to which the railway 
companies shared their profits with shippers. 
Among Kroeger’s recommendations, submitted 
to the Transport Minister in September 1999, 
was a cap on railway grain revenues.

On August 1, 2000, the government passed 
Bill C-34, which replaced the regulation of 
maximum rates for the movement of grain with 

AIRPLANE PARKED AT TERMINAL 3 OF THE TORONTO  
PEARSON INTERNATIONAL AIRPORT, ONTARIO
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a regulation of maximum revenues, or a revenue 
cap, that CN and CP could earn for the move-
ment of grain. The Agency was given responsibil-
ity for establishing the revenue cap each year.

Bill C-34 also put a limit on the tariff rates for grain 
originating on branch lines, provided for longer 
notice and negotiation periods for discontinuance 
and transfers of service and included provisions 
for level-of-service complaints on branch lines. 
The Bill also gave the Agency the power to grant 
running rights in level-of-service complaints.

The new legislation also improved the final-offer 
arbitration process, making it more efficient and 
extending it to designated commuter authori-
ties and to passenger railway service. In ruling 
on procedural matters, the Agency could defer 
the appointment of an arbitrator. There were 
also provisions for simultaneous submission of 
offers, the option of using three arbitrators, and 
a streamlined process for disputes valued at less 
than $750,000. The bill also required that the 
Agency’s list of arbitrators include information 
about their specific areas of expertise.

Although the Agency continued to hold formal 
hearings into a variety of complaints, it began 
to look for speedier, more efficient ways to 
deal with disputes. In 2000, a pilot project was 
started in the Rail and Marine Branch, in which 
mediation was used to settle disagreements 
between two parties, without the time and 
cost of public hearings. The Agency began to 
train mediators, and made them available upon 
request, to shippers, carriers and other parties.

Meanwhile, the Agency’s role in the marine 
sector had undergone other changes. In 1998, 
the Canada Marine Act established new port 

authorities, handed over some ports and 
harbours to local governments, commercialized 
the St. Lawrence Seaway and created the Federal 
Bridge Corporation to manage federal bridges. 
The Agency, for its part, would be responsible 
for investigating any complaints regarding 
changes in tariffs or fees at the new facilities.

Another provision in the Canada Marine 
Act called for a ministerial review of the pilotage 
system. At the request of the Transport Minister, 
the Agency conducted the review, which spe-
cifically looked at the training and licensing of 
pilots; compulsory pilotage area designations; 
and measures related to financial self-sufficiency 
and cost reduction. The Agency issued a report 
in August 1999 with 21 recommendations. Among 
other things, the Agency suggested that pilotage 
authorities use a risk-based methodology to 
establish criteria for compulsory pilotage. The 
Agency’s recommendations were adopted and 
tabled in Parliament in November 1999. Trans-
port Canada then developed the Pilotage Risk 
Management Methodology, which could be 
applied consistently by all four authorities.

In November 2001, an amendment to the Shipping 
Conferences Exemption Act changed the Agency’s 
role in that area. The Act exempts shipping 
conferences from the Competition Act and allows 
them to set common tariffs and conditions of 
carriage. The amendment removed the require-
ment that shipping conferences file tariffs with 
the Agency, requiring them only to make their 
tariffs available to the public electronically.

Transport Canada statistics in 1999 showed a 
sharp rise in air passenger travel since 1987, most 
of that to points outside Canada, with less growth 
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in air travel, however, Canadian Airlines was tee-
tering close to bankruptcy that year. After a series 
of negotiations with different parties, it became 
apparent that Canadian Airlines might negotiate a 
merger with Air Canada.

In anticipation of the re-establishment of an air 
monopoly in Canada, Transport Minister David 
Collenette introduced A Policy Framework for Air-
line Restructuring in Canada on October 26, 1999. 
The policy laid out a series of conditions 
necessary for the Air Canada-Canadian Airlines 
agreement to be permitted, including one that 
required Air Canada to continue all of Cana-
dian Airlines’ routes for at least three years. On 
December 21, Air Canada was allowed to take 
control of Canadian Airlines.

On February 17, 2000, Collenette tabled 
the new policy in the House of Commons. 
Bill C-26 would, among other things, give the 
Agency increased authority to review passenger 
fares and cargo rates on monopoly routes, to 
review domestic terms and conditions of car-
riage and to require notice of discontinuance of 
services on monopoly domestic routes.

The return to a dominant-carrier situation was 
now making it necessary to increase regulatory 
powers for the Agency to ensure competition. It 
was a far cry from the days of C.D. Howe when 
regulations were put in place to deter competi-
tion for Air Canada’s predecessor, Trans-Canada 
Air Lines.

45	 Statistical information obtained from Transport Canada charts, printed in Vision and Balance, Report of 
the Canadian Transportation Act Review Panel, published in 2001, pp. 114-5.

46	 Montreal Gazette, August 2, 2000.

Air Canada’s takeover of Canadian Airlines 
inevitably caused some turbulence, despite efforts 
toward a smooth transition. On July 9, 2000, 
the Montreal Gazette described the early days of 
the new service: “A growing number of people 
now hate to fly.” The Gazette’s description of the 
chaotic conditions included “longer lineups, more 
lost luggage, more delays, declining quality of 
meals and frequent over-booking.” An Air Canada 
employee told the newspaper that “efforts to 
integrate the airlines’ operations are nothing short 
of Herculean.”

Bill C-26 had, luckily, foreseen the need for 
some assistance to airline customers who were 
increasingly frustrated by airline problems. The 
position of an Air Travel Complaints Commis-
sioner was created to work within the Agency 
to review and attempt to resolve complaints 
of airline customers. The first appointee to the 
position, on August 1, 2000, was Bruce Hood, a 
travel agency owner, president of the Association 
of Canadian Travel Agents (Ontario branch) and 
a board member with the Travel Industry Coun-
cil of Ontario. Mr. Hood explained his new task 
as being an “airline referee,” borrowing the term 
from his former career as a National Hockey 
League referee for 21 years.46 

As Transport Minister Collenette explained, 
“The government and the members of the House 
of Commons Standing Committee on Transport 
agreed that there needed to be someone in the 
federal machinery of government to act as the 
champion for consumers who are dissatisfied 
with their treatment by airline companies. 
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The key duties of the Commissioner will be to 
review complaints, to ensure that all alternative 
solutions have been exhausted and, where appro-
priate, to mediate an outcome that satisfies both 
the consumer and the airline.”

The Commissioner was required to make 
semi-annual reports to the Transport Minister, 
listing the complaints received and the carriers 
involved, and highlighting any systemic prob-
lems detected in the airline industry. By the end 
of the year, the Air Travel Complaints Commis-

47	 Montreal Gazette, December 22, 2000.

sioner had received more than 1,200 complaints, 
many of them about quality of service, lost 
luggage and scheduling problems.

As time passed and the new office became more 
widely known, complaints would increase and 
their substance would vary. One kind of com-
plaint, so-called air rage, arose from disputes 
about how airlines handled unruly passengers. 
Airlines had the right to impose sanctions on 
passengers; in fact, they could refuse to carry 
them. However, the airlines were required to 
establish in their tariffs the sanctions they would 
use for unruly passengers.

Air Canada, in the closing days of 2000, was 
feeling the strains of its expansion and had 
announced plans to cut jobs and raise air fares. 
WestJet, a discount carrier that had started 
operations in Western Canada in February 1996, 
had better news.47 It had expanded eastward and 
was managing to make a profit. Competition on 
the domestic scene was alive and well, both in 
the scheduled and charter air businesses, but Air 
Canada was having cash-flow problems.

A major part of the Agency’s mandate was to 
ensure that there were no undue obstacles 
in the transportation system for people with 
disabilities. In 1995, the Agency had established 
the Personnel Training for the Assistance of 
Persons with Disabilities Regulations. The Air 
Transportation Regulations also addressed terms 
and conditions for carrying persons with dis-
abilities. Agency inspectors monitored carriers 
and facilities across the country to ensure that 
the regulations were followed.

A COASTAL PILOT DISEMBARKING  
A VESSEL AT BROTCHIE LEDGE,  

VICTORIA, BRITISH COLUMBIA, 2003
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The Agency was also working on codes of practice 
for the transportation industry. The codes were 
intended to encourage voluntary compliance 
within the industry rather than using a regulatory 
approach. In November 1996, the Agency launched 
its first code of practice, Aircraft Accessibility for 

Persons with Disabilities. The Air Code, applica-
ble to operations using aircraft with more than 
30 seats, was followed by Codes of Practice in the 
marine and rail sectors. The Rail Code was intro-
duced in February 1998, and in June 1999 the Code 
of Practice for Ferry Accessibility for Persons with 

A CANINE FROM GREATER TORONTO AIRPORTS AUTHORITY  
CANINE SERVICE UNIT INSPECTS LUGGAGE AT TORONTO  

PEARSON INTERNATIONAL AIRPORT, ONTARIO, 2002
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Disabilities came into effect. The codes outlined 
areas where transportation facilities and equip-
ment should be improved, including features such 
as handrails, elevators, lighting, lettering on signs 
and provisions for wheelchairs. As the codes went 
into effect, the Agency carried out monitoring 
surveys to assess industry compliance.

In 2002, the Agency finished work on a new 
Code of Practice called Removing Communi-
cation Barriers for Travellers with Disabilities 
(Communication Code). The Communication 
Code set criteria for improving communications 
and access to information for travellers with 
disabilities. It would apply to air, rail and ferry 
transportation service providers and terminals.

The Agency developed an education program 
for the transportation industry and for consu
mers with disabilities and provides workshops 
and reading material on an ongoing basis to 
increase awareness. An Accessibility Advisory 
Committee, with representatives from disability 
groups, government agencies, the transporta-
tion industry and other interested people, was 
originally established on January 30, 1990, as 
the Equipment Accessibility Committee. The 
Committee offers guidance to the Agency in 
developing regulations, codes of practice, and 
industry guidelines on accessibility. The Agency 
meets annually with the Committee and consults 
it regularly on regulatory projects.

In addition to the regulations and codes of 
practice designed to address systemic barriers 
to the mobility of persons with disabilities in 
the federal transportation network, the Agency 
addressed an increasing number of complaints 

from persons with disabilities. Some of these 
complaints raised jurisdictional questions as 
to whether certain health conditions constitute 
disabilities for the purposes of the Canada 
Transportation Act.

In 1997, Linda McKay-Panos complained about 
the seating accommodation provided to her by 
Air Canada and the carrier’s policy of charging 
passengers for additional seating because of 
obesity. Before considering the complaint, the 
Agency needed to determine that obesity was in 
fact a disability for the purposes of the Canada 
Transportation Act. The Agency issued a decision 
in December 2001 that obesity in itself is not a 
disability for the purposes of the Act, but that 
there might be individuals who are obese and 
have a disability for the purposes of the Act. The 
Agency decided to rule on obesity complaints 
on a case by case basis. In the McKay-Panos 
case, the Agency ruled, in a split decision on 
October 23, 2002, that the Calgary resident did 
not have a disability for the purposes of the Act. 
The complainant appealed that decision to the 
Federal Court.

In another obesity case, also involving seating 
on Air Canada, the Agency decided on Decem-
ber 17, 2002 that the person had a disability for 
the purposes of the Act. However, the Agency 
found that Air Canada provided another seat for 
the passenger, and so there was not an obsta-
cle to the person’s mobility. The Agency had 
received other obesity complaints against both 
Air Canada and VIA Rail, but those cases would 
not be heard until the Federal Court ruled on the 
McKay-Panos appeal.
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VIEW OF CONTAINER SHIP FROM PILOT BOAT NEAR BROTCHIE,  
VICTORIA, BRITISH COLUMBIA, 2003
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The Agency decided on May 10, 2002, in response 
to several complaints, that an allergy in itself is 
not a disability for the purposes of the Act, but 
that there might be people who, because of aller-
gies, have a disability for the purposes of the Act. 
The Agency decided, in other words, to consider 
allergy applications on a case by case basis.

In another precedent-setting case, the Council of 
Canadians with Disabilities filed an application 
with the Agency regarding the accessibility features 
of passenger cars purchased by VIA Rail in 2000. 
The Council complained that several features on 
the Renaissance cars created undue obstacles to 
the mobility of persons with disabilities.

In a March 27, 2003 decision, the Agency 
determined that, on a preliminary basis, there 

were 14 “undue” obstacles, but that it would 
offer VIA a further opportunity to submit 
evidence before finalizing the determinations. 
On October 29, 2003, the Agency issued its 
final decision, finding 14 undue obstacles. VIA 
appealed the decision to the Federal Court.

New methods of dealing with complaints were 
introduced by the Agency in recent years. The 
mediation pilot project, started earlier in the 
rail and marine sectors, was introduced to the 
Accessible Transportation Branch in 2002. The 
Agency also began an experiment with modified 
hearings, in which Members met disputing parties 
in a more informal setting than the traditional 
hearing process. Both parties of a dispute gave 
oral presentations, and Members questioned the 
parties directly, avoiding the paperwork, cost and 
more lengthy process of formal hearings.

In June 2000, Transport Minister David Colle
nette established a panel to carry out a five-year 
review of the Canada Transportation Act. The 
panel, headed by Brian Flemming, a lawyer and 
former policy adviser to Prime Minister Pierre 
Elliot Trudeau, received more than 200 written 
submissions from interested parties, held public 
hearings across the country and set up an inter-
active Web site. It also commissioned 50 research 
studies on specific transportation issues.

Vice-Chairman Jean Patenaude left the Agency 
to sit on the review panel. Gilles Dufault, who 
had joined the Agency in 1998, was appointed 
Vice-Chairman with special responsibilities in 
the area of air travel complaints. Mr. Dufault, 
who had been an adviser to Prime Minister 
Trudeau and an executive at VIA Rail, had more 
than 20 years of experience in senior manage-
ment in both the private and public sectors.

IN  ANOTHER OBES I TY 
CASE ,  ALSO INVOL
V ING SEAT ING ON 
A IR  CANADA,  THE 
AGENCY DECIDED ON 
DECEMBER 17 ,  2002 
THAT  THE  PERSON 
HAD A D ISAB IL I TY 
FOR THE  PURPOSES 
OF  THE  ACT.



87
     







A
T 

TH
E

 H
E

A
R

T 
O

F 
TR

A
N

S
P

O
R

TA
TI

O
N

: 
A

 M
O

V
IN

G
 H

IS
TO

R
Y

On July 18, 2001, the Transport Minister tabled 
the panel’s report in the House of Commons. It 
was a wide-ranging report that recommended 
further deregulation of the transportation 
industry, and a move toward greater competition 
including, in the air sector, that foreign owner-
ship be allowed to increase to 49 per cent from 
25 per cent.

In the rail sector, panel recommendations 
included removing the onus on a shipper of 

proving “substantial commercial harm” in the 
case of a complaint, and that the grain handling 
and transportation system be put on a more 
commercial basis, which might include removing 
the revenue cap on grain rates. For VIA Rail, the 
panel suggested, among other things, that the 
Québec-Windsor corridor, the most profitable 
part of the operation, be separated from the rest 
of VIA and be allowed to move toward a more 
commercial, cost-recovery basis.

STOCK PHOTO HELD BY THE CANADIAN TRANSPORTATION  
AGENCY © DIGITAL VISION
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The main thrust of the panel review was that 
Canada’s transportation networks were moving 
in the right direction, but that government policy 
could promote more deregulation.

Besides safety and economics, the panel pointed 
to other important considerations: “environmental 
goals, sustainable development, efficiency in energy 
use, co-ordination and integration of modes, and 
policies to sustain rural communities.”

On September 11, 2001, less than two months 
after the release of the report, passenger jets 
hijacked by terrorists crashed into the World 
Trade Center in New York City, the Pentagon 
near Washington and a field in rural Pennsylva-
nia, sending the global airline industry into a tail 
spin. Two months later, Canada 3000, described 
in the review panel’s report as the largest charter 
carrier in Canada, declared bankruptcy.

The September 11 tragedy had sent shudders 
through the world’s financial markets, already hit 
by a crash in the high-tech industry and scandals 
involving major U.S. corporations. The invasion 
of Afghanistan by a Western coalition including 
Canada, added to the recessionary atmosphere.

The Agency’s Annual Report of 2002 stated that 
“major airlines around the world struggled with 
huge financial losses and insolvency in 2002, as the 
troubled air industry continued to be squeezed by 
lower demand and higher operating costs.”

In 2004, as the Canadian Transportation Agency 
celebrated its centennial year, the transportation 
industry continued to evolve. In the final days of 

2003, Air Canada’s financial situation was still 
unresolved after it had been granted creditor pro-
tection in April. Also, CN had purchased BC Rail, 
one of Canada’s largest railway companies. 

It was clear that regulating transportation in the 
21st century was going to involve new challenges. 
But whatever the future was to bring, the Agency 
started its second century determined to adapt to 
the needs of the national transportation system 
and the Canadian travellers and businesses that 
relied on it.

T H E  M A I N  T H R U S T  O F 
T H E  PA N E L  R E V I E W 
WA S  T H AT  C A N A D A ’ S 
T R A N S P O R TAT I O N 
N E T W O R K S  W E R E 
M O V I N G  I N  T H E 
R I G H T  D I R E C T I O N , 
B U T  T H AT  G O V E R N -
M E N T  P O L I C Y  C O U L D 
P R O M O T E  M O R E 
D E R E G U L AT I O N .
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In the wee hours of the morning on Friday, March 11, 2005, 
Montréal-based airline Jetsgo abruptly ceased operations. Thou-
sands of passengers were stranded on the eve of the March holiday 
break, one of the busiest travel seasons of the year.

Calls began pouring into the Agency — close to 140,000 in one 
day — and Agency staff kicked into high gear. They provided the 
public with timely advice about their options, rights and recourse. 
All weekend, the Agency issued charter permits on a priority basis to 
allow alternative airlines to transport stranded Jetsgo passengers. And 
in the following months, staff replied by letter or email to nearly 800 
individuals who filed complaints.

The Agency had recently inherited responsibility for processing com-
plaints about airlines from the office of the Air Travel Complaints 
Commissioner, created to help consumers during the transition fol-
lowing Air Canada’s acquisition of Canadian Airlines International.

++ 2005, abrupt Jetsgo airline 
collapse puts national spot-
light on air passenger rights.

++ March 23, 2007, the 
Supreme Court of Canada 
upholds the Agency’s 
decision ordering VIA Rail 
to make its trains accessible 
and confirms the “human 
rights” nature of the Agen-
cy’s accessibility mandate.

++ June 6, 2013, the challenge 
of creating transporta-
tion policy got tougher. 
Lac-Mégantic derailment 
disaster focuses national 
attention on rail safety.

++ May 29, 2014, Fair Rail for 
Grain Farmers Act responds to 
a significant backlog in grain 
delivery to export ports.

C H A N G E S  A N D 

THE CANADIAN TRANSPORTATION AGENCY,  
2004 TO 2014
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In five years of operations, the Commissioner’s 
office had handled more than 8,000 complaints 
about poor quality of service, flight disruptions, 
baggage damage and loss, and ticketing prob-
lems. In the 2005 federal budget, the government 
directed the Agency to integrate the passenger 
complaints process into its daily operations. 

To help consumers, the Agency subsequently 
developed Fly Smart and other educational 
programs to provide consumers with travel tips 
and alert them that they must try to resolve 
complaints with an airline directly before the 
Agency would step in to help.

In early spring, the government put transporta-
tion back on Parliament’s agenda, incorporating 
many proposals from previous governments and 
recommendations from the 2001 review of the 
Canada Transportation Act. 

It was time to modernize and simplify the 
National Transportation Policy — the statement of 
principles prefacing the Canada Transportation Act 
since 1996. Changes were also in the works for the 
Agency, among them a new slate of executives. 

Robson completed her ten-year term as Chair 
and Chief Executive Officer in June 2006.

The Agency’s permanent members, appointed 
for five-year terms, were reduced from seven 
to five, plus up to two temporary members for 
one-year terms. The new government appointed 
a fresh slate of members.

Geoffrey (Geoff ) C. Hare was appointed 
Chair and Chief Executive Officer on 
February 12, 2007. He was a seasoned 
public-sector executive with a broad range 
of senior management experience.

Hare had spent more than 25 years within 
the Ontario government and its agencies, 
with responsibilities for marketing Ontario 
internationally, economic strategies, and 
public infrastructure planning and invest-
ment. He had most recently been the first 
Deputy Minister of the Ontario Minis-
try of Public Infrastructure Renewal.

“The Canadian Transportation Agency and its 
predecessors have been directed by statements 
of national policy that have evolved to recognize 
competition and market forces as the prime 
agents in providing viable and effective ser-
vices,” Hare said in his first Annual Report. “Reg-
ulation has been assigned roles where necessary 
to achieve accessibility and efficiency across the 
transportation system.”

He was referring to Parliament’s update of the 
National Transportation Policy in June 2007 
which gave more prominence to “competition 
and market forces” and stated for the first time 
that policy objectives are best served when “gov-
ernments and the private sector work together 
for an integrated transportation system.”

At the same time, environmental, social and 
security objectives were added to the Policy as 
appropriate grounds for regulation and strategic 
public intervention.

Among environmental concerns cited by MPs 
were complaints from constituents over “noise 
pollution” from railway marshalling yards. 
Another was the growing acknowledgement that 
public transportation services were increasingly 
important to help reduce traffic congestion, 
lower greenhouse gas emissions and improve 
quality of life in Canada’s cities.
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JETSGO MD-83 PREPARING TO BE TOWED INTO A HANGAR AT 
TORONTO PEARSON INTERNATIONAL AIRPORT, FEBRUARY 2005. 

(PHOTO: DUKE. USED UNDER CREATIVE COMMONS LICENCE.)

Such urban issues prompted new mandates for 
the Agency.

Transport Minister Lawrence Cannon introduced 
legislation in 2007 addressing high-priority 
proposals that aim “to strike a balance between 
the interests of communities, consumers, com-
muters, public transit companies, and air and 
rail carriers.”

One priority was to give communities a place to 
turn for disputes about railway noise and vibra-
tion. As early as 1998, communities had begun 
approaching the Agency for help in resolving 
their railway noise complaints. But late in 2000, 
the Federal Court ruled that the Agency lacked 
jurisdiction in this area and overturned its orders. 

Parliament resolved this issue in 2007 by giving 
the Agency authority to deal with noise and 
vibration complaints related to federal freight 
railways or public passenger service providers. 
Examples of noise sources were railway construc-
tion and operations, passing trains, idling loco-
motives, and shunting. While the Agency could 
intervene, collaboration was the watchword.

Over the next few years the Federation of Cana-
dian Municipalities and the Railway Association 
of Canada, with advice from the Agency, devel-
oped a ‘local dispute resolution framework.’ It 
promoted proper planning and communications 
as well as ways to resolve unanticipated prob-
lems during the expansion of rail facilities.
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TRANSPORT MIN-
ISTER LAWRENCE 
CANNON INTRO-
DUCED LEGISLATION 
IN 2007 ADDRESSING 
HIGH-PRIORITY PRO-
POSALS THAT AIM  
“TO STRIKE A BAL-
ANCE BETWEEN THE 
INTERESTS OF COMMU-
NIT IES,  CONSUMERS, 
COMMUTERS, PUBLIC 
TRANSIT COMPANIES, 
AND AIR AND RAIL 
CARRIERS.”

The legislation also gave the Agency authority 
to decide such matters as compensation and the 
use of railway equipment and facilities when a 
publicly-funded passenger service provider and a 
railway company could not negotiate a commercial 
agreement. Rail corridors that could be used for 
urban transit purposes were included in the mandate.

In addition, municipalities and urban transit 
authorities now could apply to the Agency to 
determine the net salvage value of abandoned 
or discontinued railway lines and related assets 
prior to accepting a railway company’s offer to 
acquire them.

The legislation, effective June 22, 2007, also 
created a statutory basis for the use of mediation 
to resolve complaints. Tested as a pilot project, 

mediation had proved a cost-effective, efficient 
alternative to the Agency’s formal court-like 
adjudication process for disputes over air, rail, 
marine and accessibility.

One unexpected element of the legislation 
involved the government’s fleet of more than 
12,000 hopper cars which had been provided to 
CN and CP since the 1970s to ensure capacity to 
move prairie grain to Vancouver and other ports.

The government reversed a previous agreement 
in principle, a decade in the making, to sell 
the fleet to the Farmer Rail Car Coalition. The 
Coalition of 17 farm organizations had asserted, 
among other things, that it could maintain the 
cars for a much lower cost than the railway 
companies were charging.

While the government decided to keep the fleet, 
the legislation required a one-time reduction 
in hopper car maintenance costs factored into 
the Agency’s annual calculations of how much 
revenue CN and CP are allowed to earn moving 
grain to market.

In 2007–2008, the Agency determined that the 
actual maintenance costs for hopper cars were 
$33 million, not the $105 million that were then 
reflected within the Maximum Revenue Entitlement 
Program, colloquially known as the “revenue cap.”

Parliament also turned to efforts aimed at quell-
ing tensions between shippers and the railway 
companies. While the National Transportation 
Policy enshrined in the Canada Transportation 
Act emphasized the role of the market and 
commercial relationships, shippers argued that 
bargaining power had tilted too far to the side 
of the two national railway companies due to 
limited competition.
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AERIAL VIEW OF VANCOUVER, BRITISH COLUMBIA.  
MOST CANADIAN CITIES EVOLVED AROUND RAILWAY TRACKS AND DEPEND ON THE 

GOODS AND SERVICES THEY DELIVER. (PHOTO: SERJIO74 / ISTOCK)

Improvements for shippers came in the form 
of legislation, as well as the establishment of 
a two-year Rail Freight Service Review Panel 
for further potential changes. The panel was 
to study the entire rail-based logistics chain, 
including railway companies, shippers, terminal 
operators, ports and vessel operators.

Legislation effective in February 2008 aimed to 
improve leverage for shippers in commercial 

negotiations with railway companies over service 
and rates. Minister Cannon said the measures 
would “protect rail shippers from the potential 
abuse of market power by railways.” 

The Agency no longer had to be satisfied that a 
shipper would suffer “substantial commercial 
harm” before considering a complaint. Shippers 
had long objected to this test and MPs agreed it 
was an unwarranted barrier to statutory remedies.
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In addition, the Agency now had the power to 
review and amend unreasonable railway com-
pany charges and associated terms and con-
ditions for the movement of traffic or fees for 
incidental services, based on a complaint by one 
or more shipper.

The notice that a railway company must give 
for increasing freight rates was lengthened to 30 
from 20 days, to provide more time for shippers 
to adjust their plans.

The Agency’s option of final offer arbitration 
to resolve disputes was extended from a single 
shipper to groups of shippers seeking a joint 
common solution to freight rates and conditions. 
In this option, an independent arbitrator from an 
Agency roster selects the final offer of either the 
shipper or the carrier to settle a contract.

The Minister emphasized the importance of 
the measures to the hundreds of companies 
that ship their goods by rail, and for the com-
petitiveness of the Canadian economy at a 
time of unprecedented levels of trade with the 
Asia-Pacific region. 

“The Bill will provide the regulatory stability that 
the railway companies have been seeking, which 
will, in turn, ensure that much-needed capacity 
investments are made on the key trade corri-
dors,” he said. “Improved capacity will help our 
railway industry and shippers to remain competi-
tive with their counterparts in the United States.”

On the accessibility front, a turning point was 
reached on March 23, 2007, a day that saw a 
Supreme Court ruling in the case of the Council 
of Canadians with Disabilities versus VIA Rail.

The decision followed a seven-year campaign by 
the Council to get VIA Rail to make some of its 
Renaissance train cars accessible to travellers 
in wheelchairs and to passengers with visual 
impairments and who used service animals.

In its decision, the Supreme Court ruled that 
Part V of the Canada Transportation Act is human 
rights legislation and that the Agency must apply 
principles of the Canadian Human Rights Act, 
notably the principle of reasonable accommoda-
tion, when it identifies and remedies obstacles 
to access. 

The Court also acknowledged that the Agency 
uniquely has the specialized expertise to balance 
the needs of people with disabilities with the 
practical financial and logistical realities of the 
federal transportation system.

Ultimately, the ruling restored the Agency’s 2003 
decision on VIA Rail. From this point forward, 
VIA was required to ensure that every daytime 
Renaissance train had an accessible coach and 
every overnight train had an accessible cabin.

“Fortunately for disability rights advocates, the 
majority properly stressed the primacy of human 
rights and gave it a robust interpretation,” Ravi 
Malhotra wrote in volume 58 of the Supreme 
Court Law Review. “Advocates can effectively 
use the majority judgment in Via Rail in future 
challenges in the coming years.” 

Another key accessibility decision came 
in 2008, when the Agency issued its 
“one-person-one-fare” decision, ordering an 
additional free airline seat for passengers with 
disabilities who must travel with attendants. This 
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decision underlined the principle of equal access 
to transportation services for people with disabil-
ities, regardless of the nature of the disability.

This case, too, originated with the Council of 
Canadians with Disabilities, along with two 
individuals who needed personal care attendants 
when travelling. They were Joanne Neubauer of 
Victoria, B.C. who had severe rheumatoid arthri-
tis, and the estate of Eric Norman, a resident 
of Gander, Newfoundland and Labrador, who 
had a rare disease resulting in paraplegia. Linda 
McKay-Panos was granted intervener status after 
a decision of the Federal Court of Appeal deter-
mined that she was a person with a disability 
because of obesity.

The Agency decided that Air Canada, Air Canada 
Jazz and WestJet could not charge more than one 
fare for persons with disabilities who are accom-
panied by an attendant for their personal care or 
safety in-flight, or who require additional seating 
for themselves if they are functionally disabled by 
obesity. The Federal Court of Appeal dismissed 
the airlines’ application for leave to appeal.

“As Canada’s population ages and the incidence 
of disability increases, thedemand for accessible 
transportation will be even greater,” Hare said 
in the Agency’s accessibility newsletter in the 
spring of 2008.

TRAVELLERS WITH MOBILITY IMPAIRMENTS  
AT THE VIA RAIL STATION IN OTTAWA, ONTARIO.  

(PHOTO: CANADIAN TRANSPORTATION AGENCY)
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THE  COURT  ALSO 
ACKNOWLEDGED 
THAT  THE  AGENCY 
UNIQUELY HAS THE 
SPECIAL IZED EXPER-
T I SE  TO BALANCE THE 
NEEDS OF PEOPLE 
WITH D ISAB IL I T IES 
WITH THE  PRACT I -
CAL F INANCIAL  AND 
LOGIST ICAL REAL I -
T IES  OF  THE  FEDERAL 
TRANSPORTAT ION 
SYSTEM. 

Also in 2008, the Agency addressed 25 applications 
against Air Canada and one against WestJet 
from people who required medical oxygen 
during flights. The decision specified that 
passenger-supplied oxygen, in whatever form 
permitted by safety and security regulations, is 
the most appropriate accommodation. It accepted 
Air Canada’s gaseous oxygen service as a reason-
able alternative to passenger-supplied gaseous 
oxygen for domestic flights, so long as it is pro-
vided free of charge from pre-boarding to arrival.

A different accessibility issue, accommodation 
for persons with serious allergies, took centre 
stage in the early 2010s. In 2002, the Agency had 
determined that an allergy may be considered 
a disability if it sufficiently limits a person’s 
access to federally-regulated transportation. In 

2011, the Agency ordered Air Canada to create 
a buffer zone on flights for people with peanut 
and nuts allergies. In 2012, the Agency required 
buffer zones from Air Canada, Air Canada Jazz 
and WestJet for people allergic to cats. Dogs 
were included in a later decision.

The Agency also continued its efforts to remove 
undue obstacles to transportation services on a 
systemic basis by developing standards and codes 
of practice to increase accessibility. Codes of prac-
tice, standards, and resource tools were issued on 
terminal accessibility from the parking lot to the 
boarding area, the training of personnel to assist 
people with disabilities, automated self-service 
ticketing kiosks, and how to provide service to 
persons with disabilities who travel with mobility 
aids, an attendant, or a service animal.

During this same time period, the Agency was 
equally busy on air passenger rights issues. It 
strengthened air passenger rights through an 
initiative to help air carriers simplify complex 
tariff information for consumers as well as 
precedent-setting decisions on complaints.

Air passenger rights and the provision of timely 
and quality service by air carriers had been 
steadily gaining attention in Canada and other 
parts of the world, with several countries adopt-
ing measures to protect travellers. 

In Canada, each airline remained free, by law, 
to establish its own tariff, listing terms and 
conditions of carriage, such as fares and fees, 
and remedies for passengers who are denied 
boarding or delayed because of overbooking 
or cancelled flights. Airlines were required to 
display the tariff clearly at their offices and on 
their websites. 
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that span dozens, if not hundreds of pages, the 
Agency developed a Sample Tariff in 2011. This 
document aimed at helping airlines use clear, 
understandable language in their contracts of 
carriage with passengers. To further help con-
sumers, the Agency also started posting links to 
individual airline tariffs on its website. 

At the same time, the Agency resolved a number 
of important air passenger complaints. In 2011, 
the Agency ruled that Air Canada’s compensa-
tion of $100 cash or a $200 voucher was unrea-
sonable compensation for denied boarding and 
ordered a sliding scale of compensation — from 
$200 to $800 — based on the length of delay. 

In a 2013 complaint against Air Transat, the 
Agency ruled that flight advancements could 
negatively impact passengers in the same way as 
flight delays, and that the same compensation 
should be provided in both cases.

In five separate decisions in 2012–2013, Air Can-
ada, WestJet and Air Transat were ordered to let 
passengers choose whether they prefer to receive 
a refund or be rebooked when a flight is delayed, 
overbooked or cancelled. The Agency ordered 
that carriers’ international and domestic tariff 
provisions should be harmonized. 

Across all of these decisions, the Agency’s 
mandate only allowed it to resolve complaints 
on a case by case basis. The Agency noted the 
limitations of this approach in each of its annual 
reports to Parliament, starting in 2008–2009, 
stating that it would have more leverage if it 
could address non-compliance with tariffs on a 
systemic basis, rather than case by case.

ACROSS ALL  OF 
THESE  DECIS IONS,  THE 
AGENCY’S  MANDATE 
ONLY ALLOWED I T 
TO RESOLVE COM-
PLAINTS  ON A CASE 
BY  CASE BAS IS .  THE 
AGENCY NOTED 
THE  L IMITAT IONS OF 
TH IS  APPROACH IN 
EACH OF I TS  ANNUAL 
REPORTS  TO PARL IA-
MENT,  START ING IN 
2008–2009 ,  STAT ING 
THAT  I T  WOULD HAVE 
MORE LEVERAGE I F 
I T  COULD ADDRESS 
NON-COMPL IANCE 
WITH TAR IFFS  ON 
A SYSTEMIC BAS IS , 
RATHER THAN CASE 
BY  CASE.

Another topic that raised the ire of consumers 
was air travel advertising that did not clearly dis-
play full round-trip fares that included all airport 
fees, fuel surcharges and taxes. As a result, in 
late 2011, the Agency was asked by the Minister 
of Transport to draft regulations.
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The Agency hosted an innovative online consul-
tation in which members of the public made sug-
gestions through a “crowdsourcing” forum that 
collected and ranked the popularity of ideas of 
what should be included in the advertisements. 

The “all-inclusive” advertising regulations, 
which came into effect in December 2012, 
helped consumers and promoted fair compe-
tition by requiring that all carriers follow the 
same rules — an important step in levelling the 
playing field in a fiercely competitive sector.

David Goldstein, then President and CEO of 
the Tourism Industry Association of Canada, 
praised the Agency’s consultation process as “a 
model for future co-operation between industry, 
consumer organizations and regulatory bodies.”

In the midst of the continuing work on air and 
accessibility matters, the Rail Freight Service 
Review Panel returned in 2011 to recommend 
further measures to protect shippers, notably 
the establishment of a shipper’s right to a service 
level agreement with the railway company and 
recourse at the Agency if the parties are unable 
to conclude terms.

“In principle, the Panel believes commercial 
solutions will address issues and problems 
better than increased regulation,” the Panel 
said in its final report. “However, the Panel also 
recognizes that effective legislation and regula-
tion may be necessary to foster an environment 
that encourages commercial solutions to service 
problems and disputes.”

Legislators responded with the Rail Freight Service 
Act, effective June 26, 2013. The law required a 
railway company, on a shipper’s request, to offer 
a contract setting out level of service commit-

ments on railcar delivery and other operations. 
It set up an arbitration process at the Agency for 
when parties could not conclude an agreement. 

However, public attention shifted quickly to 
other rail matters upon a deadly derailment in 
Lac-Mégantic, Quebec. 

In the early hours of July 6, 2013, a Montreal, 
Maine & Atlantic Railway (MMA) train carrying 
7.7 million litres of petroleum crude oil bound 
for Saint John, New Brunswick, derailed near the 
centre of the town of Lac-Mégantic.

Almost all the 63 derailed tank cars were dam-
aged, and many had large breaches, the Trans-
portation Safety Board reported. About six mil-
lion litres of petroleum crude oil was quickly 
released. Fire began almost immediately, and 
the ensuing blaze and explosions left 47 people 
dead. Another 2,000 people were forced from 
their homes, and much of the downtown core 
was destroyed.

The Agency suspended the certificate of fitness 
for MMA and its wholly-owned subsidiary Mon-
treal, Maine & Atlantic Canada Co. The compa-
nies declared bankruptcy and in June 2014, their 
rail assets were sold to Central Maine & Quebec 
Railway (CMQ). Subsequently, the Agency 
launched a consultation on potential improve-
ments to rail insurance requirements.

At the same time, another storm was brewing on 
the rail front. A record crop in western Canada, 
combined with exceptionally cold weather, put 
a huge strain on Canada’s shipping system for 
grain in the winter of 2013–2014. A significant 
backlog in grain delivery by railways companies 
to export ports caused an uproar among grain 
shippers and producers.
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Parliament responded with the Fair Rail for 
Grain Farmers Act, which made a number of 
temporary and permanent amendments to the 
Canada Transportation Act and the Canada Grain 
Act with the goal of ensuring the timely transpor-
tation of grain. 

Pursuant to these amendments, the Agency 
temporarily expanded the radius for interswitch-
ing for all commodities from 30 kilometres to 
160 kilometres in Saskatchewan, Alberta and 
Manitoba. Interswitching is a mechanism that 
allows a shipper to have the railway that directly 

serves its facility move its cargo, at a rate set by 
the Agency, to an interchange point for transfer 
to another railway for delivery to destination. 

Also pursuant to the Fair Rail for Grain Farmers 
Act, the Agency developed regulations specifying 
what constitutes “operational terms” for rail 
level of service arbitrations. Defining operational 
terms clarified the matters eligible for arbitra-
tion by the Agency and supported the efficient 
processing of arbitration cases within the 45 to 
65 calendar day statutory deadline.

GOVERNMENT-OWNED HOPPER CARS TRANSPORTING GRAIN 
THROUGH THE PRAIRIES. (PHOTO: INDYKB / SHUTTERSTOCK)
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Finally, the legislation required the Agency 
to provide annual advice to the Minister of 
Transport, prior to each crop year, on the 
minimum amount of grain that CN and CP 
should move during each month of the crop 
year.  Administrative penalties could be imposed 
for failure to meet these minimum volume 
requirements. These minimum volumes were 
criticized by some of Canada’s major business 
organizations as unwarranted interference in 
the marketplace. In March 2015, the Minister of 
Transport announced that the minimum volume 
requirements would not be renewed after being 
in place for nearly one year.

In addressing shipper complaints about railway 
level of service issues in the fall of 2014, the 
Agency issued a precedent-setting decision 
that set out a three-step approach to evaluate 
whether a railway company has failed to fulfill 
its obligations. The three evaluation questions 
were: whether the shipper’s request for service 
is reasonable; whether the railway company 
fulfilled the request; and if not, whether there 
were reasons to justify the service failure. CN 
challenged the ruling but the Federal Court  
of Appeal upheld the Agency’s decision in 
September 2016.

In the wake of the Lac-Mégantic tragedy, 
crude-by-rail and related issues were frequently 

discussed on Parliament Hill. A new liabil-
ity insurance and compensation regime for 
federally-regulated railway companies was set 
out in the Safe and Accountable Rail Act, effective 
June 18, 2016.

To qualify for a certificate of fitness from the 
Agency, the new regime required federal freight 
railway companies to carry minimum levels of 
insurance, ranging from $25 million to $1 billion, 
based on the type and volume of dangerous 
goods they transport.

Railway companies would have to maintain 
their liability insurance coverage and inform the 
Agency immediately of any operational changes 
that may affect their coverage. The Agency could 
apply an administrative monetary penalty of up 
to $100,000 per violation.

“This new legislation will improve railway safety 
and strengthen oversight while protecting tax-
payers and making industry more accountable to 
communities,” said Transport Minister Lisa Raitt.

There were more changes on the horizon —  
not just for rail transportation. The Canadian 
transportation sector was under close scrutiny 
and pressure was mounting to ensure that 
legislation kept pace with changing economic 
conditions, technologies, and stakeholder and 
public expectations.
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On June 25, 2014, Transport Minister Lisa Raitt launched a compre-
hensive, arms-length review of the Canada Transportation Act a year 
earlier than required by law. It became the first of several compre-
hensive initiatives to review and update Canada’s national transpor-
tation policies and regulations.

The Honourable David L. Emerson, a former cabinet minister who had 
held the portfolios of Industry, International Trade, and Foreign Affairs, 
was appointed June 25, 2014, to head the Review with five advisors.

The panel looked forward 20 to 30 years to identify priorities and 
potential actions in transportation that would support Canada’s 
long-term economic well-being.

The 2013–2014 grain backlog had raised questions about the capacity 
and adaptability not only of the rail sector, but other links in the 
supply chain as well.

++ Feb. 25, 2016, Canada 
Transportation Act 
review tabled in the 
House of Commons.

++ May 26, 2016,  
Regulatory  
Modernization  
Initiative launched.

++ May 16, 2017,  
Transportation  
Modernization Act 
tabled.

O N  T H E  

THE CANADIAN TRANSPORTATION AGENCY,  
2014 TO 2017
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“For large regions of the country, prosperity 
is at risk if the transportation system fails to 
deliver,” the panel said. “For Canada, a reputa-
tion as a reliable source of products and trade 
partner is at stake.”

The panel’s report was submitted to former 
astronaut Marc Garneau on December 18, 2015, 
a few weeks after he was appointed as Transport 
Minister. Garneau tabled the report in Parlia-
ment on February 25, 2016. 

The report recognized the importance of ensur-
ing that the Agency and other entities governing 
Canada’s transportation system “are structured 
to enable rigorous oversight, and balanced, 
timely decisions.” Included in the report’s 
numerous recommendations were a number 
of recommendations with a “significant direct 
impact on the Agency of the future.” 

The report recommended giving the Agency 
own motion powers and the ability to issue 
general orders. This would permit the Agency 
to address issues systematically, rather than on 
a case by case basis.

It also proposed the creation of a new data 
platform and providing the Agency with the leg-
islative authority to obtain information relevant 
to its new mandate. This would permit greater 
visibility, accountability, and transparency across 
the transportation network and enable quicker, 
more effective response to problems affecting it.

It suggested that the Agency be given a mandate 
to enforce and monitor new accessibility regu-
lations to replace the existing codes of practice. 
This would provide for greater harmonization 
with other jurisdictions and shift the focus from 
adjudicating complaints to enforcing and moni-
toring new regulations.

Finally, it recommended legislative amendments 
or new regulations to establish passenger rights 
and obligations enforceable by the Agency. This 
would provide an expanded air mandate for the 
Agency and enhance consumer protection for 
airline passengers.

During the period the panel was conducting its 
consultations and research, the Agency tran-
sitioned to new leadership. On July 20, 2015, 
Scott Streiner took over as Chair and CEO, a 
position Vice-Chair Sam Barone had been filling 
on an interim basis for several months. Streiner 
came to the Agency after a 25-year career in 
the federal public service, during which he had 

F INALLY,  I T  RECOM-
MENDED LEGISLAT IVE 
AMENDMENTS  OR 
NEW REGULAT IONS  
TO ESTABL ISH PAS-
SENGER R IGHTS 
AND OBL IGAT IONS 
ENFORCEABLE  BY 
THE  AGENCY.  TH IS 
WOULD PROVIDE 
AN EXPANDED AIR 
MANDATE FOR 
THE  AGENCY AND 
ENHANCE CONSUMER 
PROTECT ION FOR A IR-
L INE  PASSENGERS. 
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served in a variety of roles, including Assistant 
Secretary to Cabinet for Economic and Regional 
Development Policy, Assistant Deputy Minister 
at Transport Canada and at the Labour Program, 
and Executive Director of the Aerospace Review.

A few weeks after Streiner’s arrival, SkyGreece 
Airlines announced that it was temporarily 
suspending operations. The Canadian-owned 
company stranded about 1,000 passengers on 
August 27, 2015. The Agency was concerned that 

SkyGreece was failing to meet its legal obliga-
tions to passengers.

Seeking to provide stranded travellers with 
some certainty, the Agency issued, on its own 
motion, a “show cause” order to SkyGreece 
indicating that unless the airline could offer 
some counter-argument, it would be ordered 
within 24 hours to inform all passengers of their 
options (including getting a refund or trans-
porting them using another airline), implement 

AN AIRCRAFT READY FOR BOARDING IN WHITEHORSE, YUKON. 
(PHOTO: PI-LENS / ISTOCK)
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the option chosen by the passengers, establish 
a help line and update its website to fully explain 
the measures in place to address the situation.

SkyGreece declared bankruptcy soon thereafter. 
The Agency immediately began to help affected 
SkyGreece ticket holders by providing timely 
advice about their options, rights and recourse. 
The Agency had clearly demonstrated that it 
was willing to use the full extent of its pow-
ers to ensure that air carriers facing financial 
challenges do not leave passengers stranded and 
uncertain about their options.

Another development in late 2015 was the 
announcement that a company called NewLeaf 
would be entering the Canadian air travel market. 
NewLeaf intended to sell no-frills discount air 
travel services by purchasing seats from a licenced 
air carrier and reselling them to the public. 

In March 2016, the Agency determined that 
resellers would not be required to hold an air 
licence, so long as it is clear to the public that 
they are only acting as a reseller. The Agency 
determined that NewLeaf Travel Company Inc. 
was a reseller under its proposed approach.

“The determination brings clarity and predict-
ability to a rapidly evolving airline industry, 
allows for innovation and consumer choice and 
maintains protection for travellers,” Streiner said. 

Streiner recognized more generally that the 
Agency needed to keep pace with changes in 
business models, user expectations and best 
practices in the regulatory field. In May 2016, the 

Agency announced its Regulatory Modernization 
Initiative — a full review of all the regulations 
and related guidelines it administers. The Agency 
planned to conduct consultations, draft updated 
regulations, ensure all necessary approvals, and 
bring the regulations into force by 2018.

Streiner also initiated a new approach to 
outreach and engagement, underscoring the 
importance of making transportation providers, 
travellers, shippers, and other stakeholders 
aware of their transportation-related rights and 
responsibilities, and how the Agency could help. 
The Agency’s revamped public information 
efforts included an increased number of stake-
holder meetings and events, targeted advertising, 
and increased use of social media. 

These efforts contributed to a significant 
increase in the number of air travel complaints 
filed in 2016–2017. The 3,367 new complaints 
that year was nearly equal to the number of 
complaints received in the previous five years 
combined and represented a jump of over 300% 
from 2015–2016.

Another way the Agency moved to keep pace 
with a changing industry was through improv-
ing its dispute resolution services. On the one 
hand, the Agency implemented an expedited 
process for adjudicating relatively straightfor-
ward disputes; on the other, it returned, after 
a nine-year hiatus, to holding oral hearings for 
select, complex cases where significant volumes 
of competing arguments and evidence needed to 
be compared and weighed.
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May 16, 2017, the government tabled Bill C-49, 
the Transportation Modernization Act. The 
proposed legislation drew on some of the 
recommendations from the review of the Canada 
Transportation Act and the Minister of Trans-
port’s subsequent consultations with stakehold-
ers, experts, and interested Canadians.

The Bill included provisions empowering 
the Agency to make new air passenger rights 
regulations, changing foreign ownership rules 
for Canadian air carriers, replacing the extended 
interswitching temporarily allowed under the Fair 
Rail for Grain Farmers Act with a new long-haul 
interswitching option for shippers “captive” to a 
single railway, adjusting the Maximum Revenue 
Entitlement formula to give individual railways 
credit for capital investments, and allowing for 
the inclusion of reciprocal non-performance 
penalties in service level agreements established 
by the Agency through arbitration. 

As Canada approached the 150th anniversary of 
Confederation, the Agency was in the midst of 
a period of renewal marked by action on a wide 
range of fronts to ensure effective delivery of all 
its responsibilities. Building on long-standing 
foundations of independence, expertise, and 
impartiality — and placing increased emphasis, 
in a fast-moving world, on engagement, agility, 
and innovation — the Agency stood ready to 
do its part in helping to create a competitive, 
efficient, and accessible national transportation 
system for many years to come. 

CONTINUING A 
PER IOD OF RAPID 
CHANGE,  ON 
MAY 16 ,  2017 ,  THE 
GOVERNMENT TABLED 
B I LL  C-49 ,  THE  TRANS-
PORTAT ION MOD-
ERNIZAT ION ACT .  THE 
PROPOSED LEGISLA-
T ION DREW ON SOME 
OF THE  RECOM-
MENDAT IONS FROM 
THE REVIEW OF THE 
CANADA TRANSPOR-
TAT ION ACT  AND THE 
MIN ISTER  OF  TRANS-
PORT’S  SUBSEQUENT 
CONSULTAT IONS 
WITH  STAKEHOLDERS , 
EXPERTS ,  AND INTER-
ESTED CANADIANS . 
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MEMBER OFFICE APPOINTED TERMINATION DATE

Andrew George Blair Chief 
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Assistant Chief 
Commissioner

September 17, 1908 
August 6, 1919

August 5, 1919 
September 16, 1938

Thomas Greenway Commissioner September 17, 1908 October 30, 1908
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Henry Lumley Drayton Chief 
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Wilfred Bruno Nantel Assistant Chief 
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Commissioner September 17, 1918 July 24, 1923

A P P E N D I X : 
M E M B E R S ’  L I S T
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Chief 
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Chief 
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Thomas Vien Deputy Chief 
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François Albert Labelle Deputy Chief 
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Deputy Chief 
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Hugh Guthrie Chief 
Commissioner
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Wardhope

Assistant Chief 
Commissioner

November 8, 1938 November 7, 1958

Frank Mitchell 
MacPherson

Commissioner September 21, 1939 March 29, 1959

James Albert Cross Chief  
Commissioner

April 1, 1940 June 30, 1948

Armand Sylvestre Deputy Chief 
Commissioner

April 18, 1945 April 17, 1960

Maynard Brown 
Archibald

Chief 
Commissioner

July 1, 1948 October 31, 1951
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John D. Kearney Chief 
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November 1, 1951 January 15, 1957

Overton A. Matthews Commissioner January 1, 1953 September 1, 1955

Leonard James Knowles Commissioner September 1, 1955 January 2, 1962

Clarence Day Shepard Chief  
Commissioner

January 15, 1957 January 1, 1959

Roderick Kerr Commissioner 
Assistant Chief 
Commissioner 
Chief 
Commissioner

October 6, 1958 
November 8, 1958 
January 1, 1959

November 8, 1958 
December 31, 1958 
1967

Herbert Henry Griffin Assistant Chief 
Commissioner

January 19, 1959 September 20, 1967

John Miller Woodard Commissioner May 20, 1959 September 20, 1967

William Roy Irwin Commissioner August 1, 1959 September 20, 1967

Joseph Émile  
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Deputy Chief 
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May 26, 1960 September 20, 1967

Alfred Sydney Kirk Commissioner January 3, 1962 September 20, 1967
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J. P. Roméo Vachon Member September 11, 1944 1954
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George Russell Boucher Member 1962 September 20, 1967
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Tom Maville Member January 22, 2014 January 9, 2016
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