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tion imvolving, as it does, such an
enormous draft on the annual revenue,
of the country with no prospect of any
improvement in the near futuse, is the
most momentous probiem before owr|
comntry at this time,
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ing in rough outline my
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THIS IS TO CHERTIFY:

people, whether they believe it or not,

the past thirtydive years, when
schemes were being promofed with
disregard of the cost to the country.

No Fish to Fry

“The Canadian Pacific has 1o fish
to fry, and I am not sure that my
plan would be viewed with faver by
the executive, the directors or the
shareholders.  Everybody connectedy
with the company would prefer to sée
its status undisturbed, but it is impos-|
gible to accept with equanimity a situ-
ation which makes & demand on the
public treasury of about $300,000 per
day without any compensating advan-§
tage if there be any possibility of im-
proving it.

“My memorandum merely brings up
to date on very much the same lines|
a similarpaper that I prepared about
the end of 1907 and sent to Sir Rob-

transpertation. it wounld not be accept-

able to the country. Even if there

was foundation for that theory at the

time the current of evenis since 1917
ited in a decided ch

fic, but its international business|

as when it left me.
B. A, SOHOFIELD,

City Hafl, St. John, N. B,
Agril 2rd, 1621

contained 7417 kernels of Barley.

i’bo Judges’ Report
o

ot grains of barley

contained in the jar om exhibition in Messrs Macaulay Bros. &

pany’s window duting the past three months, wag won by Hrnest Whelpley
of Douglas Avenue, whose guess was the clogsest to the correct number.
R. W. Baillie of Lancaster Avenue, West St. John, was the winner of the
h raph. ' He g d the same number as Mr. Wheilpley, but takes
second place under the rules of the contest becamse of the fact that Mr,
Whelpley’'s guess was raceived in this office on February twelfth, while
Mr. Baiilie’s did not come in until March tenth, The rules of the contest
P d that in case of a tie the coupon firet received would win. A
number of coupons which might have been prize winmers were disqualified

with the rules of the contest.

The certificate of the Mayor and the report of the judges foilowsy—
Mayor S8chofield’s Report

That the Smsell’s Peanut Buiter Jar meed In The Standard'’s
circulation Contest and filled by me with barley om February 24th,
1921, has this day been presented to me for examination. I find
the seals and fastenings intact and the jar im the same condition

Mayor,

April 23, 1921,

‘We, the Judges appointed to count the kermels of Barley in the
officially sealed jar, do hereby certify that we found that the jar
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the Grand Trunk or secured on the
of the Government secured in

the last two years. The 1|D

and the Grand Trunk Company could j[of Edmonton were untimely and dis-

out ¥ " . ial disast

not have shouldered the burden with- . It became clear that the

“I am
to you with the best intentions in the
world for such consideratom as you
may think it deserves.”

Yours very truly,
(Sgd.) SHAUGHNESSY.
The Memorandum
In 1917 I prepared &
railway .otn::lm in 0;-;
as it then existed and suggest!
:d;ll.n of dealing with it, which I read
to our directors and subsequently for-
warded to Sir Robert Borden for the
consideration of himself and his cabd-
inet. Bvidently my views did not ap-
peal to the goverament, nor the ad-
visors from which the government at
that time recelved its inspiratiom on
railway affairs

Meantime conditions have substan:|
tially changed. Capital expenditures
of considerable amount that might

have been avoided have been incurred|the

pnd the deficits resulting from the

#pocket Our Chagri

fc
then, nor

Traffic Not Available.
The traffic was not available and
wmmmdmewnmuentmmol

western terminal of the line having
been omce determined the Govern-
ment was, I know, guided by the ad-
vice and wishes of the Grand Trunk
management of that day in fixing the
location and standard of construction.

It was pointed out that-four-tenths

cause of the imcreased weight of the
train that could be hauled over the
line by a single engine the theory was
all right but the basic essential was

Grand Trunk Pacific. This ‘was
with it was the decision of the Do-
ind ') t

finally determined upon, but coupled

must collapse uymless kept

It was apparent that in the circum.|alive by very large grants from the
stances %t would be necessary for the public treasury. For this there could

Gov to give rellef|be mo justification, and the only other
even to the extent of taking over the i

to permit default an
to take the property over under the
terms of the act of 1914, The Domin-

Grand Trunk system as well.
Clearly a Mistake.

Clearly this was a mistake, as ajl
the advamtages would result to the
Grand Trunk Pacific and other por
tions of the Canadian National Rail.
ways could have been secured by a
traffic agreement.

By its Grand Trunk policy the Gov-
ernment is unmecessarily adding to its
burdens, and the Grand Trunk sys-
tem, as ‘I have stated before, would
now and hereafter be a much greater
asset to Canada it privately owaed
and operated than it can possibly be
if merged into the National system.

While the transfer of the Grand
Trunk Pacific to the Govermment of

the Grand Trunk Railway Company

1 experience to entitle their

theretore if srrious and expen-
e blunders were made, we sheuld
prepared to pocket our chagrin and
foot the bills with equanimity. We
have, however, the obligation to xy
to discover and develop plans thet

and advice to more consider-

J|ation than they received..The Gov-

erment cannot escape its share of the
kcun System.
The Canadian Northern system was

made a helpless
|business proposition. Without wish-
ing to criticise the policy pursued by
the company it is evident that the
of the property‘:eu m:;l
on the that prospe
and umum::ich Canada enjoyed
for'a period of eight or ten years
would remain indefinitely and the
mileage of the system was increased

to ire the ion G t having b a part:

ner in the emterprise by accepting 40
Pper cent. of the share capital at a cost
to the country of $57,000,000 én subsi-
dies and guarantees, and being guar-
antor of the company's securities to a
large amount default and & receiver-
ship would have their disadvantages.

What Is Suggested.

‘While #t és probable that fa the cir
cumstances the country’s interests
were best served by the acquisition of
the property it strikes one that the
legislation relating to the tramsaction
would have been the subject of less
criticism had provision beem made for
the payment of a very substantial

um to the men who had de-
voted nearly twenty vears of their
lives to the establishment’ and de-
velopment of the enterprise imstead
of the creation of a tribumal to de
termine the value of something that
in the minds of the large section of

the pubhic was valueless.

With the ownership or 'comtrol of
the Intercolonial, National Transcon-
tinen| Canadian Northern and

“1Grand Trunk Pacific lines vested in|op
iy the Dominion Government, the Cana-

dian people are now the proprietors
of about 17,000 miles of rallway with
a capital investment of say $850,000,
000 and an’ anoual interest charge of
something Nke $34,000,000.

The Intercolonial.

In the snnual interest chdrges noth-

ing is included for the Intercolomial

and Prince Edward lslummm

becamse these have been us

50 long & period as unproductive and

expensive - property, nor for the N;;
s

the comsolidated fund.

There is no rolling stock equipment
nor are there terminal yards, freight
facilities, repair shops or. other re-

year by year until the annual

3 of the hed

a
{sum out of all proportion at presemt

enue. Had the pro-
s hott Cremwatves 10 the e

een Lake

te with a sys-
tem of this magnitude, and the cost
of providing them will be very great

h.lmmtowe ‘dbrief return sub-
mitted to parliament a few days ago
the operwting revenue of the Camadlian
, Nattonal Rallways including the
@rand Trunk Pacific for the year 1920
was as follows: From passeagers

in trein mileage om the Natiomal Bys-
tem to make the ratio of train miles
earning same as that on the ‘Canadian

sum from which revenue is derived to
I t the distribution to the

Pacific the saving in ¢ portation
alone would represent upwards of $22,
000,000 per annum, This, however, is
out of the question because, while
there might be a substantial shrinkagas
of train mileage without serious public
inconvenience, the great mileage of
the National System to be served and
the limited traffic available preveat a
proper relation betweem traffic and
train miles.

It i& to be observed, however, that
the Canadian Pacific hsndled traffic
representing revenue 71 per ceat in ex-
cess of the Canadian Natiomal with
an additional cost eof tramsportation of
only 13 per cent. This iz accounted
for to some extent by the greater ex-
pense per mile for transportation on
National System. iIn this unit of op-
erating expenses there would have
been a saving of about $6,500,000 it
the Canadian Pacific basis had been
reached,

Costs Foo High

Mintenance of way and structures
cost the Canadian National about $43 -
000,000 for 17,000 milées of railway, or
an average of $2,520 per mile. On the
same account the Canadian Pacific ex-
pended $32,574,000 on 13,402 miles of
railway, an average of about $2,430
per mile. Doubtless considerable ex-
pense was involved in bringing to a
higher standard main lines of the
National System that had been permit-
ted to run down but so large a per
centage of the system comsists of un-
important branches with light traffic
where maintenance charges should be
comparatively low that the awerage
for the whole system would appear
to be rather excessive. I it be assum-
ed that destroyed and obsolete cars
and locomotives were replaced in ac-
cordance with the Canadian Pacific
practice the expenditure for mainten-
ance of equipment was not excessive
based on the Canadian Pacific aver-
age cost in the same year per locomot-
ive and per car. Taking into account
the extent of the system the traffic
and general expemses of the Canadian
National Railways are not excessive,

How to Reduce Deficit

lf‘ the very large annual deficit re-
s.uh.mg from the operation of these
lines is to be reduced it must come

revenue from traffic or a shrinkage
in the cost of operating.

If immigration and settlement are
not restricted by legislatton or other
cendiffons, €here will In the course
of events be a continuing growth of
traffic, but at best this growth is apt
to be slow and quite insufficient (o
make any impontant impression on
the annual results for some years to
come,

Meantime the Canadian people will
be compelled year after year to raise,
by taxation, sufficient money to meet
the appalling annunal deficit, unless by
some process the cost of the mainten-
ance and operation of the National
lines can be brought to much lower
figures. This, however, would not ap-
pear to be practicable as the National
System engaged in competition for
traffic with another very strong rail-
way company would be at serious dis-
advantage unless in train service,
equipment and in other respects it of-
fered the public factlities approaching
those obtainable elsewhere,

Wage Sch 7iles

1 have made no r& “ence to the
economies that will res\ t from a re-
viston of .the schedule o. wages and
working conditions which is on a fic-
titious basis and must be amended,
because concurrent with this will be
& reduction in the rates for carriage

commodities that is essential if
the country’s basic industries are to ba
stimulated or indeed kept alive. The
situation is a serious one and almost

vised' that will promptly 'and effest-
ively bring to this National railway
system additional financial strength
and sustenance.

With but ome set of shareholders
the Canadian Pacific Railway Com-
pany is really two separate entities.
The shareholders have their railways
constituting the Canadian system of
over 14,000 miles, with lake, river and
Pacific coast steamship lines, express
and other fés, whose i
is included in last year's total of
$216,000,000 and the net revenue of
$33,000,000, and then they have their
other assets that are dealt with in a
separate account, comsisting of their
ownership in railway companies in the
United States that are under separate
management but that interchange traf-
fic with the company at the frentier,
the ocean steamship lines, lands still
owned and payments accruing on lands
already sold, mining and other inter

ests, in all representing a substantial

either from & substantial increase in'

hopeless unless some plan can be de-|.

shareholders from the proceeds of the
railway operatioms,

If by some arramgement with the
ecompany these assets could be segre-
gated and the railway property add-
ed to the government system that I
have just deseribed, the system would
comprise 31,000 miles of railway with
a considerable number of parrallel
lines, unimportant or useless.

The consideration to be given the
shareholders of the Canadian Pacific
Railway Company in exchange for the
properties above defined would I im-
agine, be in the nature of am under-
taking by the government of Canada
to pay to the shareholders in perpetu-
ity & fixed annual dividend on the
share capital, to be supplemented by
a further payment when the whole
property was ylelding a specified re-
turn.

The extraneous assets of the Can-
adian Pacific would be transferred to
and administered by trustees or by a
subsidiary company with another
board of directors, so that the direc-
tors of the railway company would
bo interested only in the administra-
tion of the trust placed in their hands
by the people of Canada. There would
be no motive for selfishness if such a
thing were possible in the circum-
stances. Phe income on their shares
being fixed and unchangeable, except-
ing as above provided, the Canadian
Pacific shareholders could receive no
advantage from preferential treat-
ment given to any particular portion
of the rallway system. The directorata
would have every incentive for wise,
prudent and business-like administra-
tion.

Now, having brougnt these proper-
ties together, we are faced with the
most serious problem of all, namely
that of administration and operation.
Political management would be im-
possible, because among other rea-
soms, policy and management must
have the elements of continuity and
could not be changed with each change
of government without ruinous re-
sults.

While I have great regard for the
opinion of my friends Sir Henry Dray-
ton and Mr. Acworth, 1 do not agree
that theiir plan of management would
eliminate the danger of political in-
terference, because it could be chang-
ed at any session of parliament. My
suggestion would be that if an agree-
ment with the Canadiaa Pacific Rail-
way Company on the lines that I have
indicated were found feasible, that
company would be used under the
terms of a contract approaehing per-
petuity in its duration to administer
and operate the whole property for ac-
count of the Canadian people. 1 men-
tion the Canadian Pacitic because the
magnitude, scope aund variety of its
operations compe] a comprehensive
organization, and this could be sup-
plemented by judicious selections from
the staffs of the other companies to
meet the demands of the larger work.

On the returns for the year 1920,
the gross earmings of the combined
system wouid be $3 3,000 and the
operating expenses $345,973,000, a de-
ticit in o ation  of approximately
$3,700,000. The annual fixed charges
of the whole system including the di
vidend on Canadian Pacific prefer-
ence stock would be $47,490,000 or a
total deficit of about $51,190,000. Es-
sential expenditures on eapital ac-
count from time to time will tend to
swell these charges, but by the addi-
tion of the Canadian Pacific, with its
ample roiling stock eguipment, its
splendid terminals and other facilities,
in the use of which the whole system
would participate, important expendi-
tures which could not be avoided in
other circumstances would be render-
ed unnecessary.

To this amount of $51,190,000 per
annum of course it would be neces-
sary to add the guaranteed dividend
on Canadian Pacific common stock
hrereafter to be determined, but if we
set aside an estimated amount for that
purpose the total deficit including
everything would be approximately
$50,000,000. In the light of these fig-
ures present conditions would not be
improved, but then we must take
into account the saving that would
result from the consolidation by the
elimination of unnecessary train ser
vice and of duplicate work at irapost-
ant terminals and at other points; the
restriction of maintenance work oxn
unnecessary duplicate lines; the de-
crease in gemeral as well as traffic
and agency expenditures; the com-
mon use of cars and locomotives, re-
ducing %0 a minimum capital expendi-
tures on that accouat. with greater

y in the maint of equip-

ment and the stoppage of outlay in

many other directions.

In 1920 the average cost of the comw
bined system was about 101 per cent
of the gross earnings. The Canadian
Pacific cost was 84.7 per cent. of s
gross earnings. If the average for the
ecombined system could be brought to
the Canadian Pacific level it wowld
represent a saving in the cost of op-
erating of about $56,000,000 per an-
num. There would be a deficit of
$24,000,000 per annum but for a nume
ber of reasons 1920 was an expensive
year, and I see no reason why the op.
erating ratio should not be brought as
low as 80 per eent at most, which
would reduce the total deficit to ele-
ven or tweive million dollars.

To catch up with this a growing
valume of traffic would have to be re-
lied upon but with immigration settle-
ment and development, this should
come In gradual stages, and the saving
to the eountry in the meantime would
be very large.

In connection with these transpore
tation matters there are sure to be
miscalculations and disappointments,
but taking it by and large the con-
solidation that I have outlined above
would appear to be the most logical
and economical policy.

Besides the National Railways, Can-
ada would then have an International
group comsisting of the Grank Trank,
Canada Southern, Toromto, Hamilton
and Buffalo, and Pere Maraquette
Railways of 4,600 miles and other
lines of local or provincial character.
These latter lines may well be left
to work out their own salvation and
if they reguire aid, the provinces hawe
ing been relieved of their major lia~
bilities under their guarantees can
well afford to give it.

I am not giving expression to these
views as chalrman, directer or sharee
holder of the Canadian Pacific Raik
way Company, and it is quite possible
that neither my fellow-directors nor
the shareholders would be in accond,
The Canadian Pacific, with its low
capitalization and capacity for secar-
ing handling a vast volume ef
traffic, should as time passes yield &
larger return to its owners than at
any time past. Indeed, about this
there is little room far doubt, but with
a satisfactory annual dividend gnar
anteed in perpetuity by the Canadian
Government, the shareholders could
probably be induced to forego their
speculative benefits, as tt
would then have the security
ility of government bonds

It is my sole purpose to assist if X
can in the solution of what is
doubt the most serious and menacing
problem that faces our country and to
rankly outline the policy that I would
adopt and carry into effect if the re-
sponsibility were upon me to act as
the representative and trustee of the
Canadian people in safeguarding the
present and future railway transporta.
tion interests of the Dominion and in
endeavoring to stop, or at any rate
minimize the vast demandss on the
treasury and the credit of the country
that are pretty sare to be made yearly
if the present policy is contimued,
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