
'26 TRE MORETAZY TIMES Volume

FEDERAL FARM LOAN ACT "i. The element of speçial privilege is fundamentai to:
the act in its provisions.-

"(a) For the exemption of the securities issued by tbéNew Credit Systom Bas6d on "Spoçial Privilege" and federai-land banks from all taxation. By this provision ÏM
"Government Monopoly" farmer's obligation is granted a differential of as much as

2 per cent. per annum in some states, such as Ohio, ovet
4:. the obligation of any other class in the community. Tbe"The practicability of the act oust depend in large 1)urden of taxation of which the farmer is thus relieved ils

measure on the corlipetency and wisdom of the Federzl Farm obviously shifted to other classes of the population.This is the opinion of Mr, Kingman NottLoat Board. cf(b) For the payment out of the public treasury of th*
Robins. treasurer of the Associated Mortgage Investors, small army of officials and employccý, w,,
Rochester, and vice-President of the Farm Mortgage Bankers' the act.
Association of America. of the United States Loan Mortgage "(c) For the use for an indefinite period of public fund*
Act. Mr. Robins continues .- without interest tc, capitalize the banks.

"The new Federal Farm Loan Act is the result of an "(d) For the substitution of the' credit of the U»itedý
neitation which has in this case, as in others, demonstrated States government for farm credit in sc far as the unthinkiogt e underlyitig differrnccs betvern two schools of thought public is led to believe that bonds termed in the act «instm«
in tbis country. Cýne school, which, in this instance, includes mentalities of the government of the United States, artbankers and Practical men of affairs generally, has held that actuýilly the obligation of the government, and in so fat asW-batever deficiencies there have beem in the existing ma- the United States government may feel called upon to make
ChintrY Of farm finance have been due, not so much tc, in- good the obligation thus implied, in case of loss on the actu4ri. adequate or incompetent machincry. as to defects in the security.
credit tisk itself and in the laws under which the machinery Ignom Economte Law.oust Operatc. The other school reflecte in its approach to 9(2. Econornic law is violated by the provisiOný for..-the problem the wide5pread distrust of business men as a "(a) Restricting the loaming Operations of the joim1 4 clans, and the feeling that additional machinery oust -be stock banks to arbitrary geographical limits Th'creéted to serve the farmer. 18mres

but ÉfBoth schools agrce that new legislation is desirable, a fondamental princiPle of investment selling, viz. : that M
differ as to whàt %hould be its intent and character. The agency manned by men of good ' reputation in their owib

recommendations of the Farm Mortgage Banker5' Associa- coznmunity can command much greater confidence than
don of America quite fairly represent the ideus of the first equally reliable agency in another community. The
school in their recommendations of October, igiS, to the howeyer, forbids the utifization of this Principle in the 0r1ýganiration of well-managed joint stock banks in thejoint congresion.11 committee on rural credits. In these 9-rem îî>recommendations the'y pointed out the desiraibilit money markets of the country to loan wherever theft ixV of lie. demand for their funds, e.g., California can borrow on)ymoving the obstacl". legal and otherwise, which prevent
the farnierli paper frorn reaching the invë,%tment market gen- through local channels instead of directly from Chicago,
erally in such form, on sisch terms. and from such a source "(b) Fixing the Maximum interest rite by statute. Thps
Riq to make it it least as acceptable in the matter of assured law of supply and demand will control the rate In any event
»CuritY, convenience of handling, and convertihility as any and a fixed maximum may conceivably render the act bl. Iý-,operative in the communities -ost in need of incrusodOrther investment of equal intrinsic merit.1 Yk ý ,gfacifities. The experience of the states with usury llw#

L. IUUIng bonds Agelniit M«U»ts. evidence of this contention.
"To that end the association recommended, lit consti- «'(c) joint guarantees, putting good, bad and indifferent -4.rý tutional.' federal incorporation and regulation of federa securities in the same category, penalizing the good. forbanks, after the precirdent of the National banks,-theqe banks advantage of the inferior. fto have the privilege of issuing bonds against mbrt 3. The general public is disadvantaged by:_ait Wlattral. and tn have Il minimum capital stock of Th, shiftinir of taxation from the farmer to oth«000. and provixions in the Tçaulations governing such batiks. classes of the population.

making their service available only in-such states as shbuld '«(.b) The dilution of government credit.makm , itle. collection and other laws conforin to a given 11(c) The erection of a new bureaucratic system withoui Àstandard of safety for the lender and economy and conveni- civil fi service or other hindrance to Political exploitatiolLence for the borrower. (d) The inflationary tendency of the act with re"f#This is a very brief summary of the proposals, but to land values--a potent element in' raising living cost,8.lndicates the belief of the asociâtion that existing agezides &Oïne Further ObjectIons.would best serve the purpose required if only they were
Irranted Proper lawq under which to operaie and freedom "4. The nct fails to serve its purpose in the' followiýNit

4. trom the many ban dicaps, chiefly legal, under which they particulars among ôthers.-
»w labor. "(a) Restrictions on loaning are such that, accorlut

0 > "It may be added that in view of the fact that existing to gond authority, only about 52 per cent. of the farnim.ýi the United States can qualify as borrbwers.àgencies have an outetanding investment in farm inortgaiges,
according tO cutrent estimates, of $3,Sooowoco, there in a cent. cOustitute that element offarmers alreadY best taken care of by existing agencies-dbeýI fait presumption that they are competent and responsible, provision is made for farmers who have not alreadyAnd that thev are entitled to at least the Opportunit-Y to prove Worth double the amount of the loan asked for. The lkntheir efficiency under proper laws without beiing put at a man, the tenant, and the farmer and farmer's son withdisadvrintage by government. savings, Who want to establish themselves on the landýOther school of thought concerned with rural mot served by the new machinery.
c' as been TeMesented by spokesmen who have &dvoý le'c,'Ët:ýt!eeryfhing, frein laws simply enabling co-operativée (c) There is 110 Provision for the 9traight term
borrowing, which are undôubtedly desirable, to unlimited Of l0an now mOst in vogue with farmers. 'rhé amonied

in oompuloory. Experience in the United States bas nottonIns of government Moneys nt ýJ ver cent. The law la denceil a demand amang farmers foi the amortitédeuentially a compromise ýbetween 'the conflicting Tecommen- They prefer a Ican carrying PriVilege of prepayment în Wbab'dations, and is now the target of the criticisins of all con- or in part, ýbvt without mandatory repayment Sc that %hWcerned.
can Pay according to the season Why sho= rmer,Prft and Dom of the Pedemi FUM L«,N Act in. a busineso man, and Who maÏes Iwhis bormrow

"Since the machinery vrovided by the law is not yet in hira more than the interest he paye, want to be
oPeration. ronsideration 'of it oust te based on pmonal to retum bis loan in driblets, leavii4q bis éhief sovnc*ppinion and theorv, in the IiWht of Past experience. With this credit. 'bis farm. encurn4red rheanwhile? Surelythe
limitatinn in mind. 1 have wndertaken to classifv the prin- Who makes such use of berrowed caDital is to be enco
ciples underlying the provisions of the bill, d4iding them and represents a type of farming ability' far h4rher and
inta what 1 rnav call, for lack of better terras, 4Advnntageous0ý to èe degired than the farmer Who, to save bis fa=
#fid 'Disadvantijrtousý--advantâge being used in its broad"t e t oui of débt, because he cannat earn ýent M
à«se to include botb the mýb1ic Interest and tlie Interest h; lnvestment, whether bis in"stment be bis ý
&e parties directlv concerned. or bbrrowed, monee,. Pwu

'il state what 1 conceivetW<.be:tlt. disadvantageous Prin- "To argue that the svstern in necessarv ble-,c,,,,sê
tu ýt ýP'W fi"t Cannot make tlWr,. lând in"làtment earn, adec in


