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SASKATCHEWAN'’S CREDIT COMMISSION
A WORD

About the ‘‘Howl of Calamity From Self-Constituted
Advisers of the East”

HAS

The following letter protesting against an editorial in
The Monetary Times of November 1st, under the heading
“‘Saskatchewan’s Drastic Proposals,” has been received.
The signature it bears is A. F. Mantle, honorary secretary
of the Agricultural Credit Commission of Saskatchewan. We
assume, however, that Mr. J. H. Haslam, chairman of the
commission, was consulted when the latter was drafted.

“You state that for ten tarmers to combine to obtain a
mortgage loan of $s5,000 for which all of them are liable, the
money to be raised on the credit of the province, is by no
means co-operation in its strictest sense. This sentence con-
tains at least three misstatements, which is scarcely to.be
commended in a Canadian financial journal purporting
seriously to discuss the findings of a Canadian commission on
an important aspect of Canadian finance, :

‘1. It has never been suggested that ten farmers shall
all be liable for a loan of $5,000. Sections 7 and 10 together
of the commission’s recommendations make it clear that the
suggestion was that borrowers or members pe organized into
local groups each comprising at least ten members the ag-
gregate of whose loans should be at least $5,000.

“2. It is not proposed that the money be raised on the
credit of the province. It is specifically recommended that
the funds be raised on mortgage bonds issued by the associa-
tion. Surely bonds based upon first mortgages received
as security for loans not exceeding 40 per cent. of the value
of the farms have some intrinsic value independently of the
If not, what security 1s behind the
$65,000,000 already loaned in a similar way., and what
security is behind the provincial guarantee itsslf which de-
pends solely upon the legislature’s power to tax these same
lands?

3. For farmers to combine in the manner and for the
purpose suggested is co-operation in its strict sense. Co-
operation is variously described as, operating with others
for a common end, to labor ‘in conjunction to promote
the common advantage, to wunite in promoting the same
object. Do you contend that what would be co-operation
were there no provincial guarantee ceases to be co-operation
when that guarantee is used to supplement local effort? If
not, just what do vou mean?

First to Approve Each Other.

“You say the Saskatchewan proposal makes local associa-
tions of ten members united on the basis of joint and several
liability for the mortgage loan. In brief, the businesslike,
progressive farmer in the circle of ten, will have to share the
undesirable results arising from the lack of responsibility in
a ne’erdowell. T will admit, if you like, that the wording of
section 7 of the commission’s recommendations is not alto-
gether happy, but, when considered in conjunction with the
other sections does it justify the deduction you make from the
execrable sentence in which you re-state it? Seeing that the
members of a local group are first to approve each other, and
that the group is to be formed by mutual consent, has the
businesslike, progressive farmer not a good opportunity to
see that he co-operates only with farmers like himself and not
with the ne’erdowell ?

“In a vain attempt to elucidate an elementary detail of
financial organization you sink further into the mire of loose
expression by saying in explanation of the Commission’s
recommendations as to the contingent liability of a member.

“In other words, if his share of the mortgage is $1,000
and something goes wrong with one of the other members,
his liability is limited to $1,500. May I assume that by
something going wrong you mean that a member has default-
ed in the payments due under the terms of his mortgage and
that the mortgaged property when disposed of by the associa-
tion has failed to yield sufficient to pay off his indebtedness
to the association? If so, let me point out that the Commis-
sion’s recommendation is that, in such an unlikely eventual-
ity, the liability of another member of the group to which the
defaulter belongs be limited to $s500, if his loan is $1,000, and
not. that it be $1,500.

Co-operative Elevator Company.

“Your next group of misstatements concern the Sas-
katchewan Co-operative Elevator Company. You say thqt
the amount of the company’s government guaranteed credit
has now grown to many millions, and there is no reason why
it'should not expand very much further. The first statement
shows you to be indifferent to fact when you desire to create
a false impression, and the second shows you to be lacking in
ordinary business sense when considering a farmer’s organi-
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zation, The Saskatchewan government does not now and
never has guaranteed credit to the Saskatchewan Co-operative
Elevator Company to the extent of many millions. \

‘“Moreover, there is one very good reason why such
guarantee as the government may have given will not expand
very much further. That reason is that some financial in.
stitutions, unlike some financial journals, apparently, know
a satisfactory balance sheet when they see one and appreciate
dealing with a concern that is efficiently managed and is doing
an increasing business along legitimate lines. The Saskatehe
wan Co-operative Elevator Company never had a smaller pre.-
portion of its credit guaranteed by the government than it
has to-day.

How Much Covernment Finances.

“Your logical conclusions based on the above misstate.
ments is what one might expect—positive nonsense.
fact, of course, is that the Saskatchewan government finances
the crop of the province to the extent at present of exa
$1,301,400.30, which is the amount at present outstanding of
the loans made to the company for construction purposes on
the security of a first mortgage on all its e.levators and the
hypothecation of part of its uqcalled subscribed stock. The:
company’s business is expanding so fast th_at this amount
may be increased somewhat from time to time, but v-
ments of principal will to an increasing extent offset
further loans. And I presume that in the strict sense
which vou stickle, such an expenditure invested in Permanent
buildings even if for grain handling purposes is not regarded
as part of the financing of the crop. If such be the case then
the Saskatchewan government does not actually f"mance one
bushel of the crop and the day of your logical conclusion mus:
indeed be far distant.

‘It is not necessary that I pursue this qnalysis of vour
statements any further. Enough has been said to show con-

clusively to any fair mind that your article is misleading and
unfair. So long as western provinc_ial governments co
their guarantees to the bonds of a railway company owned in
and operated from Toronto they may guarantee bonds by the
tens of millions of dollars and no concern for the Provineial
credit is shown by the financial press of Eastern Canada,
sumahly they are then looking further afield than the pro.
vincial arena of politics and votes. Bl_lt once let a Western
government even receive a report in.wlnch it is recommended
that the provincial credit be used in a w_ell-considered

and to a well-controlled extent to help Feheve the basic iny-
dustry of the province from a great handicap and, even

that government has time to announce whether it win

to give effect to the recommendations, a howl of calamj
warning goes up from our mentors and Sf’lf‘con“ﬁtuted e
visers in the east. Logical conclusions are drawn ang we
solemnlv assured that the new scheme will undoubted]y str:!‘
the credit of the province to the utmost. mn

Cart Before the Horse.

“What does your smug assurance that ix proper co-o
tion among the farmers could be obtained by long-term Dera.
gages at low rates of interest, 7he Monetary Times wo N
the first to give its hearty support to the schame, mean ? The
scheme you purport to be discussing has no such obi
Have you not put the cart before the horse? The ha
certainly is intended to secure long-term credit at a lom
rate of interest by means of proper co-operation, and T g0 @ CF

that if you only understood its provisions you woulq g.if::?
your hearty support. n

“Your insinuation that if the commissioners gave bro
attention to matters in Europe, thev found that this desi
condition existed where there was not only a borrowj rable
but also a lending class in the same community, jg S
premature, pending an opportunity at least, on your m%
read their full report. It might be answered with, ;fr‘i_h
Monetary Times gave proper attention to matters in ng‘
katchewan it would find that more than the unthrifty £, Y
are rightly growing tired of paving excessively high inte
rates for mortgage credit. T should not care to so Test
however, for the event will prove that the commissionere
give proper attention to matters in Europe while there ;
ready abundant proof that The Monetary Times ha“" al-

i

given proper attention to rhatters in Saskatchewan. S mnot
European Covernments do it. 7
“Moreover it is interesting to note in passing th
commissioners did not find in Europe’that the desirable the
dition (of proper co-operation brought about by lo Con.

mortgages at low rates of interest—which, Dresumably.
interpreted, means long-term mortgages at low rates b’
about by proper co-operation!) existed only where there
not only a borrowing class but also a lending class .
same community. This is usually the case, but Danjeh 3.\
mortgage bonds, for instance, are issued in Berlin at the

time as in Copenhagen and find a readv market in
And European governments, too, are not afraid of
their credit by supplementing their huge war

il

s o

loans

 with




