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ning, that a complete statement will bc furnished whcn
the legisiature meets in the f ail.

The province of Albe rta also passcd an act of similar
character. The governiment, however, had relied on
securing the money in thc United States, and after the
United States enteîcd the war this was no longer
feasible. No action was taken, and in this connection
the following explanation made by the government is
instructive:

<"War conditions and unforeseen developmnents ini-
cideit thereto have prompted the provincial governiment
to make a statement of the situation with respect t0 the
operation -of the Farm Lcan Act.

"The act was passed in April, 1917, and the matter
of bringing it into operation bas been constantly before
the governiment. It will bc remembered that up to that
time the United States had not entered the war, and that
the American market was then open to the world for
borrowing purposes. As soon, however, as the United
States joincd the Allies, lier markets wcre closed to out-
side borrowers, with the resuit that our source ofý supply
--one f rom which in recent years a substantial portion

of our borrowings had been rcceivcd-was cut off. There
remained only the Canadian mnarket, and it is hardly
necessary to add that the large requirements of the Do-
minion governiment for war purposes preclude our bor-
rowing in that quarter at a rate low enough to make the
plan a success.

" The main principle of the Farm Loan Act involies
the borrowing and the reloaning of money with a per-
centage added to cover administration charges, and it
will be seen that to insure effective resuits a continuous
supply of money at a reasonable rate of interest Is

essntil.The government bas, therefore, determined
that in the interests of the farmers themselves the pre-
sent is ýnot an opportune trne to commence the loaning
of money under the Farm Loan Act, and it bas been
decided to postpone its operation until conditions become
more normal."

Somewhat later thc provincial treasurer, Hon. Mr.
Mitchell, again outlined thie position of the governmei)nt
in his budget speech of March 2ist, 1903, as followvs:-

"It is unnecessary 'for me to, make any extended
reference to the fact that this governiment bas, not
brotight into active operation what is konas the Farm
Loan A\ct, the act that was designed to give long-terni
loans to the farmers of this country on the mortgage
security of their farms. The reasons why that bill was
h~ot proceeded with are 'quiteapparent to every mernber
of this legislature, as they are, 1 think, to almost every
farmer who was interested in this clasýs of legfisiation.
The government saw fit to make a public announcement,

eino1ý hterraos and there is no necessity for
me to repeat these reasons on tIi5 occasion, other than
l'o say that that act presupposed the securing of a con-
tinnous flow of mioney in. order that the spread of i per
cenîrt. which wev were charging for administrative puirpocses
ighlt be sufficienit to cover the cost of administration.

Circunistances arose after thie passing of that act whý,Iereby
eweeshut Out o1f tIc- money market thit we initended

to go0 to--that of tIc, United Stîaîes-and a sufic:ently
large suni of money to, properly operate the act in the
way it was contemplated is not now availablie, W'e could
borrow it to the extent of a millioni or two million, or
perhaps thrce million dollars, bu -t that is not the prin-
ciple on which'that act is based. That act presuippos,.ed
a contmnuotts supply of mioney, year lby year, nntil pos-
sibly the amount involved oldrun uip to eight or ten

million dollars, and tIen the act would be on a self-sus-
taining footing. As ive ail know, it was utterly impos-
sible to. provide thnt amount of morey and to get it at
a rate that wonld enable us te add i per cent., to it and
reloan it to the fariner at a price it would pay him to
borrow it."»

The other two provinces of Manitoba ami Saskatche-
wan have, in spite of the adverse conditions, pursucd, the
policy as netively as possib le. Until an officiai statement,
based on actual operations, bas been issued any specifir-
criticistn would be premature. There are, however, in.
portant principles upon which the acts were based Whicb
have been the occasion for mucli discussion in thc pro-
vinces concerned.

In the first place, the feeling generally prevails, eve-n
nmong the f amers theinselves, that the loaning systemis
should be operated upon a strict business basis. The
seheme outlined by Saskatchewan at lenst appears to
fulfil these conditions, and the government.may carry
it out. The tendency in goverrament operations of tbis
kind is, however, to neglect certain items of cost whichi
would have to be met were thie svst2m operated by a
private concern. The itemn of printing, for instance, may
be secured froin a public printing service, which is oper-
ated below cost, 'and the deficit f rom wlhich is met by
the public purse; office accommodation and the s, rvices
of agents and members of the board max' be s--cured at
nominal cost. Inthe case of Manitoba this is cuite obvi.
ously the case; frcedom from taxation, office rent,
agents' rumuneration and legal fe s evide "ntly place the
systerns upon an entirely differeint. basis of cost f rom tînt
under which private loan companies operate. This nieans
additional work by the other departments without me-
muneration, and tle cost is finally borne by tie general
taxpayer. As was reccýnîly pointed out to The Mon2etary
Tîies by a Canadian proniirient in tIe, loaning field, it
is safe to say that the boan systems will increase the cost

Even, however, if every itemn of cost were included,
even an nhlowance for the expense of the legislative
enactrnient, some consideration should be given to the
fact that the province pledges its credît to secure the
necessary funds. Provincial credit, it must be assumed,
is higler than tit of private companies, and the cost
of the inoney rnised by the goveraments is, therefore,
less than the cost of that raised by private bcan coin-
panies. This alone places the provinces in a superior
competitive position. It n-xy be argued that this does
not cost the governirent any1hino. Buit it c!oes;, every
increase in the actual or provincial de2bt reflects cn the
credit of the province concernied and increases tie cost
of money borrowed for other purposes. This also, must
be borne by the taxpayer. The result is, therefore, almost
inevitable that agrienîtural interests are favored by the
provision of money it bebolw cost at île, expense of oth'er
interests in the province.

The net effect of the loan oiperations has-so far not
been large. Loan companies have feu the effect ad-
versely, but flot to any szer1ius extent. Some_ funids in-
vested by British investors in the Canadian loan field
have fouind their wny bnck, t tic United Kingdomn, at-
tracted by tie unpreoedented investmrent yields there.
Investiments in niortgage banns in the west by loan coni-
panies, life companies and other institutions have fallen
off very appreciably during the pa5t three or 'four years,
In addition to the sovernmnent loaning systens, however,
the agricuhtural prosperity of the west has contributed
to this effect, ami the fuinds, released have been investedl
even more satisfacton-ily in other fields.
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