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Chairman: John W. G. Hunter, Esq.,
and Messrs.

Gour (Russell) Philpott
Hanna - Power (Quebec South)
Hellyer Quelch
Henderson Richardson
Hollingworth Robichaud
Huffman Rouleau 2
Johnson (Kindersley)  St. Laurent (Temic- :
‘Johnston (Bow River) - couata) b,
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wood) North)
MacEachen ~ Thatcher
Macnaughton Tucker
Matheson Valois
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1 Mitchell (London) Vincent
(Peterborough)  Monteith ~ Weaver
(St. John’s East) Nickle :
' ¢ ! Ay - Pallett

ote: The name of Mr. Charlton was substituted for that of Mr. D
morninc sitting on Tuesday, Hmh 27, 1956.
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ORDERS OF REFERENCE
HOUSE OF COMMONS

THURSDAY, January 26, 1956.

Resolved,—That the following Members do compose the Standing Commit-
tee on Banking and Commerce:

Messrs.
Anderson Fraser (St. John’s East), Noseworthy
Ashbourne Fulton Pallett
Balcom Hanna Philpott
Benidickson Hellyer Power (Quebec South),
Bennett (Grey North), Henderson Quelch
Blackmore Hollingworth Richardson
Cameron (Nanaimo), Huffman Robichaud
Cannon Hunter Rouleau
Cardin Johnson (Kindersley), St. Laurent
Carrick Johnston (Bow River), (Temiscouata)
Crestohl Macdonnell Stewart (Winnipeg
Dufresne MacEachen North)
Dumas Macnaughton Thatcher
Eudes Matheson Tucker
Fairey Michener Viau
Fleming Mitchell (London), Weaver—50. 5
Follwell Monteith

Fraser (Peterborough)

Nickle
(Quorum 15)

Ordered,—That the Standing Committee on Banking and Commerce be

empowered to examine and inquire into all such matters and things as may be
referred to them by the House; and to report from time to time their observa-
tions and opinions thereon, with power to send for persons, papers and records.

FripAy, March 2, 1956.

Ordered,—That the name of Mr. Vincent be substituted for that of
Mr. Cardin; and

That the name of Mr. Gour (Russell) be substituted for that of Mr. Ander-
son on the said Committee.
TuEsSDAY, March 6, 1956.

Ordered,—That the quorum of the said Committee be reduced from 15 to
10 members.

Ordered,—That the said Committee be granted permission to sit while the
House is sitting. '

Ordered,—That the said Committee be empowered to print such papers

and evidence as may be ordered by the Committee and that Standing Order 66
be suspended in relation thereto.
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4 STANDING COMMITTEE *

THURSDAY, March 8, 1956.

Ordered,—That the following Bill be referred to the said Committee:
Bill No. 51, An Act to amend the Small Loans Act.

MonpAY, March 12, 1956.
Ordered,—That the name of Mr. Valois be substituted for that of Mr.
Dumas; and

That the name of Mr. Argue be substituted for that of Mr. Noseworthy,
on the said Committee.

THURSDAY, March 22, 1956.

Ordered,—That the following Bills be referred to the said Committee:
Bill No. 84, An Act to amend the Canadian Farm Loan Act.
Bill No. 165, An Act to amend the Industrial Development Bank Act. .

TuESDAY, March 27, 1956.

Ordered,—That the name of Mr. Charlton be substitued for that of Mr.
Dufresne on the said Committee:

Attest
LEON J. RAYMOND,
Clerk of the House.



REPORT TO THE HOUSE

TuEsSDAY, March 6, 1956
The Standing Committee on Banking and Commerce begs leave to present
the following as its

FIRST REPORT

Your Committee recommends:

1. That the quorum be reduced from 15 to 10 Members and that Standing
Order 65(1) (d) be suspended in relation thereto.

2. That permission be granted to sit while the House is sitting.

3. That it be empowered to print such papers and evidence as may be

ordered by the Committee, and that Standing Order 66 be suspended in
relation thereto.

Respectfully submitted.

JOHN W. G. HUNTER,
Chairman.

(Note: The Second Report of the Committe dealt with two Private Bills
in respect of which werbatim evidence was mot recorded.)
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MINUTES OF PROCEEDINGS

TuespAY, March 6, 1956

The Standing Committee on Banking and Commerce met at 11.00 a.m.
The Chairman, Mr. John W. G. Hunter, presided.

Members present: Messrs. Balcom, Benidickson, Bennett (Grey North),
Blackmore, Cameron (Nanaimo), Cannon, Carrick, Crestohl, Dumas, Fairey,
Fleming, Fraser (Peterborough), Fraser (St. John’s East), Gour (Russell),
Hanna, Huffman, Hunter, Macdonnell (Greenwood), Michener, Mitchell
(London), Monteith, Noseworthy, Philpott, Power (Quebec South), Quelch,
Richardson, Robichaud, Tucker and Weaver.

In attendance: Mr. K. R. MacGregor, Superintendent of Insurance; Mr. H.
R. Douglas, Parliamentary Agent, and Mr. C. W. Gale, appearing on behalf of
The Canadian Equity Insurance Company, Mr. F. A. M. Huycke and Mr. M. B.
Dix, appearing on behalf of The Interprovincial Trust Company.

. Mr. Hunter thanked the Committee for electing him Chairman.

Before proceeding with the Orders of the Day, the Chairman suggested
that certain resolutions pertaining to future conduct of the Committee be
considered.

On motion of Mr. Richardson,

Resolved:—That the Committee recommend to the House that it be
empowered to print such papers and evidence as may be ordered by the
Committee, and the Standing Order 66 be suspended in relation thereto.

On motion of Mr. Fairey,

Resolved:—That the Committee recommend to the House that its quorum
be reduced from 15 to 10 members, and that Standing Order 65(1)(d) be
suspended in relation thereto.

On motion of Mr. Cannon,

Resolved:—That the Committee recommend to the House that it be author-
ized to sit while the House is sitting.

* It was ordered that the Chairman make a report to the House embodying
the preceding resolutions.

(Note: The Committee then considered two Private Bills in respect of
which verbatim evidence was not recorded.)

At 12.00 o’clock noon the Committee adjourned to the call of the Chair.

ANTOINE CHASSE,
Acting Clerk of the Committee.

Tuespay, March 27, 1956

The Standing Committee on Banking and Commerce met at 11.00 o’clock
a.m. this day. The Chairman, Mr. John W. G. Hunter, presided.

Members present: Messrs. Argue, Ashbourne, Balcom, Bennett (Grey
North), Blackmore, Cameron (Nanaimo), Carrick, Fairey, Fleming, Fraser
(Peterborough), Gour (Russell), Hanna, Henderson, Hollingworth, Huffman,
Hunter, Johnson (Kindersley), Johnston (Bow River), MacEachen, Michener,
Pallett, Philpott, Power (Quebec South), Quelch and Richardson.
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8 STANDING COMMITTEE

In attendance: Messrs. F. L. Chester, Commissioner; E. O. Bertrand, Mem-
ber; W. A. Reeve, Secretary; and R. McIntosh, Chief Accountant; all of the
Canadian Farm Loan Board.

On motion of Mr. Bennett (Grey North),
Resolved,—That Mr. Valois be Vice-chairman of the Committee.
On motion of Mr. Carrick,

Resolved,—That a Sub-committee on Agenda and Procedure be appointed,
to be comprised of the Chairman and Messrs. Benidickson, Fleming, Fraser
(St. John’s East), Huffman, Macdonnell (Greenwood), Quelch, Stewart (Winni-
peg North) and Valois.

The Committee proceeded to consider Bill 84, An Act to amend the Cana-
dian Farm Loan Act.

On motion of Mr. Richardson,

Resolved,—That the Committee print 750 copies in English and 200 copies
in French of its Minutes of Proceedings and Evidence in respect of Bill 84.

Mr. Chester was called; he read a prepared statement of the operations of
the Board under the Canadian Farm Loan Act.

There was debate as to whether farm organizations should be invited to
attend and make representations to the Committee, or, alternatively, whether

the Sub-committee should consider this question and make a recommendation
to the Committee.

It was agreed that the Sub-committee on Agenda and Procedure meet fol-
lowing the adjournment of the Committee at 5.00 p.m. this day to consider and
recommend in this matter; and that, for the purpose of that meeting the
following substitutions be made, viz.,, Mr. Hollingworth for Mr. Benidickson,
Mr. Charlton for Mr. Macdonnell (Greenwood) and Mr. Johnston (Kindersley)
for Mr. Stewart (Winnipeg North). :

Mr. Chester was questioned on the operations of the Canadian Farm Loan
Board.

At 1.00 o’clock p.m., the Committee adjourned until 3.30 o’clock p.m. this

- day.

AFTERNOON SITTING

At 3.30 o’clock p.m., the Committee resumed its consideration of Bill 84,
the Chairman, Mr. John W. G. Hunter, presiding.

Members present: Messrs. Argue, Bennett (Grey North), Blackmore, Came-
ron (Nanaimo), Carrick, Charlton, Eudes, Fairey, Fraser (Peterborough), Fraser
(St. John’s East), Gour (Russell), Hanna, Hellyer, Henderson, Hollingworth,
Huffman, Hunter, Johnson (Kindersley), Johnston (Bow River), MacEachen,
‘Macnaughton, Michener, Pallett, Philpott, Power (Quebec South), Quelch,
Richardson, Tucker and Valois.

In attendance: The same as at the morning sitting.

Mr. Chester was further questioned on the operations of the Canadian Farm
Loan Board.

At 4.52 o’clock p.m., the Chairman withdrew to attend the House and the
Vice-chairman took the chair.

At 5.00 o’clock p.m., the Committee adjourned to the call of the Chair.

Eric H. JONES,
Clerk of the Committee.



EVIDENCE

TuespAy, March 27, 1956
11 am.

The CHAIRMAN: Gentlemen, we have a quorum now and I suggest that
we proceed. Some others may appear later on. There is a motion to be moved
by Mr. Bennett.

Mr. BENNETT: (Grey North): Mr. Chairman, I move that Mr. Valois-be
Vice-chairman of the committee.
) The CHAIRMAN: All those in favour? Contrary, if any? I declare Mr. Valois
to be Vice-chairman. Now, Mr. Carrick?

Mr. CARRICK: Mr. Chairman, I move that a Sub-committee on Agenda and
Procedure be appointed, to be comprised of the Chairman and Messrs. Benidick-
son, Fleming, Fraser (St. John’s East), Huffman, Macdonnell (Greenwood),
Quelch, Stewart (Winnipeg North), and Valois.

J The CHAIRMAN: You have heard the motion, all those in favour? Contrary,
if any? I declare the motion carried.

As you know, we are here to deal with Bill 84, An Act to amend the
Canadian Farm Loan Act, which was referred to the committee on March 22.
In that connection I think it is in order that we have a motion regarding
printing. \

Mr. RICHARDSON: Mr. Chairman, I move that the committee print 750
copies in English and 200 copies in French of its minutes of proceedings and
evidence in respect of Bill 84.

The CHAmRMAN: All those in favour of the motion? Contrary, if any? I
declare the motion carried.

In connection with this bill, I think you all have a statement, or has it
been distributed yet? Could we have the statement distributed?

I suggest that Mr. Chester read his statement to the committee and then
if the committee have any questions, they may put them to Mr. Chester at
the end of his statement and he will try to answer them, after which we shall
proceed with the actual consideration of the clauses of the bill.

Mr. Chester, would you kindly come up here and read your statement.
Mr. Chester'is Chairman of the Canadian Farm Loan Board.

Mr. F. L. Chester, Chairman, Canadian Farm Loan Board, called:

The WrirNess: Mr. Chairman and Members of the Parliamentary Com-
mittee:

The Canadian Farm Loan Board came into existence in 1929 as a result
of the demand for: lower interest rates, longer repayment terms, and a
dependable source of funds for farm mortgage lending in Canada. The original
Act provided for a co-operative scheme between the Federal Government,

f Participating Provinces, and the Borrower each contributing to the extent of

5% of the amount loaned to the capital of the Board and the lending funds
of the Board were provided by the Federal Government. All Provinces in
Canada, excepting Ontario, Saskatchewan and Prince Edward Island, partici-
pated from the outset. In 1934, the Canadian Farm Loan Act was amended and
the Federal Government became the sole owner, having repaid the capital
provided by the Provinces and the Borrowers. Lending was then extended to

9



10 STANDING COMMITTEE

- all Provinces in Canada and has since been continued uninterrupted. The
. Canadian Farm Loan Board maintains a Branch Office responsible for the
processing of all loans in each Province excepting Newfoundland.
The original and main purposes for which the Canadian Farm Loan Board
was set up were:
(a) To reduce farm mortgage interest rates of between 7 and 12 per
cent then being charged in Canada; A
(b) To provide a dependable source of funds for farm mortgage lending
across Canada under varying economic 'conditions;
(¢) To provide mortgage loans for a long period of years (twenty-five),
that is the present number of years;
(d) To provide for the orderly repayment of farm mortgage loans with
maximum ease by amortizing the loan through equal annual or semi-
annual instalments of principal and interest.

To provide moderate and stable mortgage interest rates for farmers across
Canada by this Board has always been predicated upon a competitive and
self-sustaining operation without the benefit of Government subsidies, so that
the mortgage interest rates charged to farmers by all mortgagees could properly
and fairly be influenced by that charged by this Board.

The Canadian Farm Loan Board makes loans to farmers across Canada
without restrictions as to age, residence, sex or nationality. Since commencing
loaning operations in 1929, this Board has made mortgage loans of over
$100,000,000 to more than 43,000 farmers across Canada. At the present time,
o there are more than 20,000 borrowers on its books owing over $44,000,000.
L &/ The collection experience of the Board has varied with prevailing economic
by conditions but, generally speaking, it has been considered good with only

$173,381 of interest arrears representing -4399% of outstanding principal as
at March 31, 1955. The low point was in 1949 with $60,837 interest arrears or
+196% of outstanding principal. The high point was in 1935 with $511,446
interest arrears or 8:029% of outstanding principal. Foreclosures of loans have
- always been kept to the lowest minimum consistent with safety of investment
~ and have been resorted to when the borrower’s position was, apparently, hope-
- less. The Board's record of real estate acquired shows 684 securities from 1929
~ to 1949 and 17 securities from 1949 to 1955, a total of 701.

Actual losses sustained by the Board since its inception total $716,917.
~ These losses have been taken care of by the reserve for losses built up through
the years and which now totals $2,349,258.
The amount of loaning by the Board has gone up and down according
- to the requirements of its borrowers, the largest year being 1935 when
- $9,269,188 was disbursed on first mortgage, the lowest year being 1944 when
- $1,251,949 was disbursed on first mortgage. In 1954-55, the second largest
~ amount $8,207,002 was disbursed and the combined totals of 1954 and 1955
- will exceed any other two-year period in the Board's history. The present
~ investment of the Board is at its greatest amount since inception—$40,277,496.
,  (March 31, 1955)
. ' The Board in 1955 required 123 employees to place 2,137 new loans
. totalling $8,207,002 while administering an investment of $40,000,000. This
- compares with 178 employees in 1940 to place 2,380 new loans totalling
- $4,149,000 while administering an investment of $37,000,000. Experience and
- improved methods of operations have, in the main, accounted for the decrease
~in personnel. It cost this Board 1:39% of investment in 1955 to administer
I"L - 20,982 loans. The average cost over 25 years has been 1-28% of investment
- and since 1946 has not been below 1:299, the highest. point being 1:505%
. kw -in 1951. Salaries and wages account for more than 75% of all administrative
- expenses. It is worthy of note that of the 123 employees on the payroll as

~




BANKING AND COMMERCE 11

of March 31st, 1955, 12-89% had over 20 years of service with the Board,
26-49 had between 15 and 20 years and 10-49% between 10 and 15 years, or
practically 509 of the staff had over 10 years of service.

A history of the Board’s maximum loan limits on first mortgage is as
follows: — )

1929 to July 2, 1934 509 of appraised value of land and 209
of permanent insured improvements
thereon not to exceed .............. $10,000
July 3/34 to April 16/35 509% of appraised value of land and 20%
of permanent insured improvements
thereon not to exceed ............... $ 7,500
April 17/35 to June 17/52 509 of dppraised value of land and
buildings not to exceed .............. $ 5,000
(These are on first mortgage).
June 18/52 to present 609 of appraised value of land and
buildings not to exceed ............. $10,000
Proposed amendments 659 of appraised value of land and
buildings not to exceed .............. $15,000

A history of interest rates charged by the Board on first mortgage is as
follows: —
Interest Rate

Charged Cost of funds to Board
1929 to Oct. 12/34 63% 5%
Oct. 13/34 to May 22/35 53% 49,
May 23/35 to April 1/45 5% 34%
April 2/45 to March 31/52 439 3%
April 1/52 to present 5% 331%-3%%

present cost 31%
Repayment periods:
1929 to April 16/35 Interest plus 1 or 2% of Principal at option of
borrower. Equivalent to amortization on a 23

or 32-year plan.
April 17/35 to present Repayment on amortized plan not in excess of 25

years.

My associates and I, Mr. Chairman, will endeavour to answer questions
and supply information regarding the administration of the Canadian Farm
Loan Board which you and the committee members may require. I can assure
you that we will welcome criticism and suggestions which might result in
increased service to the farmers of Canada through this Board.

The CHAIRMAN: There will be some questions, I have no doubt.

Mr. QUELCH: Mr. Chairman, before we start with the questions, is it the
intention to call representative farm organizations to submit briefs on this bill?

The CHAIRMAN: It has not been decided to do so. We have received no
requests by them to do so.

Mr. QUELCcH: There is quite a lot of interest among the farm organizations
regarding the policies of the Canadian Farm Loan Board.

The CHAIRMAN: They will by now surely know that the act is up for
amendment, and there has not been the slightest indication by them to ask
for permission to make representations.

Mr. QUELcH: Is it not customary to send out letters to notify them to
attend?




12 STANDING COMMITTEE

The CHAIRMAN: I think it is when putting in some new act. I have never
heard that it was the custom with amendments, but I may be wrong.

Mr. ARGUE: Speaking from my knowledge of some of the farm organiza-
tions and of the people in them, I think that if they were made aware that
this committee was sitting, and that the committee would be quite prepared
for them to appear, I am sure they would be only too pleased to do so.

The CHAIRMAN: I do not think that any of those farm organizations that
I have ever run up against are ignorant of parliamentary procedure. They
seem to be very knowledgeable groups, and they know that this act has been
up for amendment, and that it has had second reading and has been referred
to this committee.

Mr. JounsoN (Kindersley): If any farm organization had the desire to
appear before us, they would not have had time to hold their meetings and
make the necessary request.

Mr. ARGUE: Surely this committee could hold some of its sittings after
the Easter recess, in which case the farm organizations would have plenty
of time to learn about the procedure that is being followed, and could decide
on that basis whether they wished to send representatives. As far as the
farmers’ unions are concerned, particularly the Saskatchewan farmers' union,
I would be surprised personally if they would not be more than pleased and
anxious to appear before us.

Mr. BENNETT (Grey North): This bill was mentioned in the speech from
the throne. The resolution was in the house a month ago. The head office of
the Canadian Federation of Agriculture is right here in Ottawa, and I think
that if they wanted to make representations they would have said so before
now.

The CHAIRMAN: I am confident that they are fully aware of the bill and
of its contents. These farm organizations have never been noted for being
asleep.

Mr. Arcue: If within the next few days the Chairman should receive
a request from any of these organizations asking for the privilege of having
witnesses appear before us, would he have any objection?

The CHAIRMAN: The Chairman does not control the Committee. A steering

~committee has been appointed, but it in turn does not control the committee.

The steering committee simply makes recommendations to the committee and
it is up to the committee then to decide. We have received no representations
and we are anticipating something which may never happen. I have received
no requests.

Mr. JounsTON (Bow River): It does seem to me that if there are farm
organizations which desire—and I too am one of those who think that the farm
organizations would desire to come before this committee—if they knew they
were going to be permitted to do so.

The CHAIRMAN: You know perfectly well that any farm organization that
has ever asked to come before a committee—when they were a legitimate
farm organization—has never been refused.

Mr. Arcue: That is not true!

The CuARMAN: That is your opinion.

Mr. JounsTON (Bow River): If that is your opinion, all right; but it is
almost Easter now, and it is not the practice of this committee to sit right
up to the day before we adjourn before Easter, or any other committee. It



BANKING AND COMMERCE 13

seems to me that we are putting this bill in a position to close it off before
Easter, that is, we are endeavouring to finish it up before Easter. I do not
think we should do that. We should allow it to stand over the Easter recess
on the understanding, and I say this advisedly, that the farm organizations will
be permitted to come down if they so wish.

If you, as Chairman of the committee, desire not to publicize it wholesale,
that the farmers are being asked to come down, that is your privilege, but I
think it should be made known to the farm organizations that if they desire
to come down after Easter, they would be given plenty of time when we have
meetings, and to submit proof that they could do so, and that they would
be welcome to do so if they so desired. That seems to me to be the proper
way to solve this thing when it is so close to the Easter recess.

Mr. JoHNSON (Kindersley): I do not think that the initiative should be
left to them. We have had a lot of farm organizations appear before this
committee and I think we should extend an invitation to all bona fide farm
organizations to submit briefs before this committee.

Mr. QuerLcH: While some organizations may write in and ask to appear,
nevertheless in the past it has been the practice for the agenda committee,
from the very start of the sittings, to discuss what organizations should be
invited, whereupon invitations have been sent out. And if we should receive
additional requests from other organizations, it may be that we might consider
whether or not they should be included. That has always been the practice,
to send invitations out to the organizations which we think have a special
interest in the legislation before the committee.

Mr. HurFMmaN: If we delay this unduly, the advantage that would be gained
from extending the ceiling from $10,000 to $15,000 would be lost.

Mr. QUELcH: Such a disadvantage might be offset by the advantages gained
by bringing in some worth while amendments to the present bill.

Mr. ArRGUE: Surely no farmer will be denied a loan under this legislation
if we hold it up until after Easter. The government has been sitting around
for twenty years waiting to make this particular amendment, and after they
have made it, it is not a matter of hours and minutes in getting it passed. We
should have a thorough discussion of this whole issue, and I do not think there
is any aspect of government policy as it affects agriculture that has received
more universal criticism than the operation of the Canadian Farm Loan Board
and the operations of this act. I say that after having given some thought to
it, that the farm organizations have expressed criticism with respect to members
_ of parliament in every political party, including the government, and that they
have expressed what I consider to be very severe criticism of the administration
of this act. I submit that we would only be doing our duty if we asked the
farm organizations to appear before us, and I think that if we asked them
they would be only too happy to respond.

Mr. FrAser (Peterborough): It would only mean a matter of a week or
so after Easter when this bill would go through, and I understand that the
Farm Loan Board will not pass on a farm when there is snow on the ground;
the ground has to be clear of snow before they process a loan. I think, however,
that the snow will be gone after Easter and then everybody would be satisfied.

The CHAIRMAN: I would hesitate to be as optimistic as you are, that every-
body would be satisfied.

~Mr. ARGUE: In that case, they really should be called in.
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The CHAIRMAN: I am not sure we could ever satisfy you, Mr. Argue.

Mr. ArcuE: I do not expect that you ever willl Having made the plea
as well as I know how, that the farm organizations may appear, we should
remember that the Canadian Federation of Agriculture—some of them—are
only two blocks away.

The CHAIRMAN: Yes, and they know what is going on!

Mr. ARGUE: You could have the Farmers’ Union people here, and they
could get here in 48 hours; and I am sure that they could give this committee
some very valuable information, and make some very valuable recommenda-
d tions. I would go so far as to say that if such witnesses did appear, the result
B of their representations would no doubt have to do with the administration of it.

Mr. BENNETT (Grey North): I think we should get on with the bill, Mr.
‘ Chairman, and get these amendments passed as law, so that they will work for
1 the benefit of the farmers; and as far as the snow being off the ground, Mr.
' ' Fraser may come from a snow belt, but in my riding the snow is already
pretty well off the ground, and there inspections could be made at any time.
So I suggest that if we could pass this bill before Easter, the farmers would
have the benefit of these important amendments earlier.

Mr. QuELcH: There is bound to be criticism if we go ahead with the bill

= without calling the farm organizations. We have heard it said in the House

of Commons time and again concerning certain legislation being brought

- down without farm organizations being consulted, and I think it is only an act
o of common courtesy to do so.

| Mr. Jounson (Kindersley): Anyone who represents a farming constituency

4 would want to have the thinking of the farmers before this committee, and I

think we would be far better advised to follow the suggestion initially made,

and to suggest that we have no objection to farm committees appearing before

us, and to follow that important suggestion with invitations to be sent out

to them.

There are other bills which will be referred to this committee, such as
the small loans legislation, and at that time they will have representatives
appearing before us. I am confident that the time-table of the sittings of this
committee might be arranged to suit their pleasure, and I think the same
principle should apply to the farm organizations. '

Mr. FLEminGg: I am late in arriving, Mr. Chairman, because I had to
attend a meeting of the estimates committee which is continuing, but I would
like to say that I think this matter should have been carefully considered by
~ the steering committee before this point, and that the farm organizations
~ might yet be called before the committee to make representations or be given

- an opportunity to do so.
. With respect to the sittings of the committee, in view of our discussion
~ at the outset, a couple of weeks ago, about the matter of afternoon sittings
- while the house is sitting, I thought that all this was to be cleared through the
~ steering committee before any afternoon meeting was called, particularly during
- the budget debate, and more particularly in this short week.
‘ I support the proposals made to give an opportunity to interested organ-
_ izations to appear here, in keeping with the practice of the committee. I do
~ not suggest that we throw it open to all and sundry such as purely local
~ bodies, but only to bodies which have a recognized status to speak for large
groups, and that they should be given an opportunity to make representations
_if they desire to come here.

Now the period of the Easter recess will give an opportunity for such

- organizations to make their mshes known in that respect, and I would urge
. that that be done.
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This bill is not a lengthy one. Nevertheless there has not been a review
of the act by a parliamentary committee for some time and judging by the
tone and the extent of the discussion in the house, it is a matter of very great
interest to a number of members. I think that is a reflection of the fact that
it is of interest to a great many people who might hope to obtain benefit from
this act. Therefore I urge that as a committee, it is our duty to offer them
an opportunity to come here, and that we should take the bill up directly
after the Easter recess.

The CHAIRMAN: No one is trying to deny to any interested group the
right to come here. These amendments have received a lot of publicity.
They have all known that the amendments are there. From my short experience
with committees—which is not as long as that of many others—I have always
found that when there is something of interest to a profession, a business, or
a group, that is coming up before parliament, if they are vitally interested,
then their representations start coming in long before the legislation has even
reached first reading.

If these people have been fully aware of this, they have not even had
the curiosity or interest to write in and to ask. Surely that would indicate
that they have not had any great or vital interest in it. We are not trying
to thwart anybody. The government is anxious to get this into operation
and they asked that the meetings of the committee be held to consider the
amendments. Therefore I think that the committee should consider those
amendments.

Mr. BENNETT (Grey North): Just to show how right you are, Mr. Chair-
man, during the last ten days I have received five or six letters from farmers
in my constituency about the amendments, and there has been a good deal of
publicity given to them.

Mr. JOHNSTON (Bow River): Commendable or otherwise?

Mr. BENNETT (Grey North): Yes, commendable. I know what my farmers
think about it; I have talked to my farmers and with other people who repre-
sent farming constituencies, who know the farmers’ problems, and they inform
us that they come right from the farmers. So I think we should get on
with this bill.

Mr. JouNsSON (Kindersley): 1 am not surprised that the farmers in that
area would be able to get at least something out of this government, but
there is also the man. from the Canadian Federation of Agriculture, a
Mr. Broderick of St. Catharines, who made an intensive study of the whole
matter of agricultural credit, and several suggestions were made at their
annual meeting. So doubtless they are aware of what the government is
doing. But is the government aware of what they want to have done? That
is what we should be concerned with at the moment.

The CHAIRMAN: Just a minute, Mr. Johnson. The mere fact that somebody
wants something does not necessarily mean that the government should do it.
You are saying that we should do everything that somebody wants done.
That is your argument.

Mr. BaLcom: Are some of the members saying that the farmers are
not receiving anything out of this? Surely $100 million distributed to 42,000
farmers is something.

The CHAIRMAN: There has been a little exaggeration, I would suggest.

Mr. QUELCH: The reason I am particularly interested in getting a report
from the Canadian Federation of Agriculture is that in the brief which they
submitted to the cabinet they made a two-page reference to the Canadian
Farm Loan Board, and I think they should be brought here to answer ques-
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tions on that brief. I think that when a brief like that has been submitted,
at least this committee should have the privilege of questioning them regarding
the brief which they submitted to the cabinet.

| The CHAIRMAN: Submitted when?

Mr. QUELcH: This spring—“A statement of policy regarding farm credit
as adopted by the board of directors of the Canadian Federation of Agriculture,
January 26, 1956”. I think they should be brought before this committee and
we cannot do that unless we have representatives from the Canadian Federa-
tion of Agriculture here to answer questions regarding it. They claim that
if the board were a little less conservative, it would be possible for them to
reduce their interest charges by one per cent.

The CHAIRMAN: Why not question the chairman? He is here.

Mr. HENDERSON: Mr. Chairman, as Mr. Fleming has said, this matter should
not be denied. We are not denying anyone. But we must consider the fact
that for our ancestors in this country farming was a basic concern; and the
fact that farmers have a great deal of initiative; and the fact that their farm
unions and organizations have a great deal of initiative too. I submit that we
should ask them to come before us, and I think we would be casting a
reflection on the farm union and their members if we failed to do so, to the
effect that they have not been doing their job because they have not attempted
to come before us. I also have farmers in my riding, and I have had no
complaints about this. Therefore I urge that we get on with the legislation,
and I think it would embarrass the farm union for us to say that they could
not appear.

Mr. RicHARDSON: I now move, Mr. Chairman, that we proceed to a
consideration of the bill.

Mr. ARGUE: I do not think that such a motion is in order, because we
are now considering the bill, and we are engaged in a general discussion on
the activities of the Canadian Farm Loan Board, and of its organization.

Mr. RICHARDSON: Mr. Chairman, I move that we now proceed with the
first clause of the bill.

The CHAIRMAN: Mr, Chester is here, and if you have any questions to
ask him he is available.

Mr. BLACKMORE: I wonder when the steering committee began to influence
this meeting. We have only appointed it this morning; surely the steering
committee should have something to say.

The CHAIRMAN: The steering committee is simply a committee set up by
this committee to consider matters and to report back to this committee. The
steering committee has no authority.

Mr. BLACKMORE: Surely this is one of the most important matters which
will be before us.

Mr. CAMERON (Nanaimo): What other function has it got?

The CHAIRMAN: It will have a great deal to do.

Mr. CameErON (Nanaimo): Surely this is the type of thing that a steering
committee is set up to deal with, to arrange the business and how it is to
be done.

The CHAIRMAN: You and your colleagues obviously do not wish to go on
with the bill, Mr. Cameron.

Mr, JounsToN (Kindersley): I do not think we can assume that because
the government has decided to bring in some amendments to the Canadian
Farm Loan Act that it is to be an end all. One aspect is to increase the amount
of the assessed value of the land from 60 per cent to 65 per cent.

/

v

= ,;-—- I"’:—-—‘v ‘q‘ Ry




BANKING AND COMMERCE 17

The CHAIRMAN: It is not the assessed value.

Mr. Jounson: (Kindersley): The loan is going to be made on 65 per
cent of the assessed value.

The CHAIRMAN: Not on the assessed value.
Mr. JounsoN (Kindersley): Oh well, on the appraised value.
The CHAIRMAN: That is quite different.

Mr. JounsoN (Kindersley): That is one of the points, that there have been
errors by the assessors, and that if we on this banking and commerce committee
are to be responsible for giving serious consideration to any change being made
in the legislation we should not deny ourselves the opportunity to have the farm
organizations before us who have a definite approach which is quite different
from the one which this committee has taken on this particular section. The
Canadian Federation of Agriculture has advocated that the loans be made up
to 80 per cent of the appraised value.

If you want to put yourself in the position of knowing more about the
interpretation which should be placed upon this than the Canadian Federation
of Agriculture—as perhaps we would expect you to do, on the basis of govern-
ment policy—it would certainly be in opposition to the democratic procedures
which have been éxtolled on various occasions.

~ We will find that the Minister of Agriculture is one who approves calling
upon farm organizations and appreciates the value of them, which seems to be
at variance with what some of the government members of this committee feel,
that the farm organizations are isolated.

In the five days since the bill was referred to this committee and the time
that this committee was called,—I received my notice only yesterday—you
expect the farm organizations to have made urgent requests to you for per-
mission to present their case before you.

. Mr. BENNETT (Grey North): We said we were prepared to go on with
the bill.

Mr. JouNsoN (Kindersley): It was suggested here, and I think the record
will show it, that some of us have considerable reliability in the status of farm
organizations in Canada, and that we should all take the opportunity to invite
them before us so that we may have something to gain by it. We would not
be embarrassing the farm organizations by having them come before us to pre-
sent their views on the matter of agricultural credits. The only people who
will be embarrassed will be the government in their niggardly approach to this
whole matter of farm credit.

Mr. HOLLINGWORTH: I represent the farmers of York Centre, and they
would instruct me to proceed with this bill, because it is of benefit to all the
farmers. Therefore I think we should proceed with Mr. Richardson’s motion.
Mr. Johnson has said that we have small loan legislation coming up after the
recess, but I do not see why we should not go ahead this morning. I have some
of the most prosperous dairy farmers in Ontario in my riding and I am sure
:)tilﬁy would be pleased to have us go ahead this morning and proceed with this

The CHAIRMAN: This sort of conversation could go on for ever!

Mr. BLACKMORE: And it probably will, too!

The CHAIRMAN: I do not think we are here to discuss a point like this. We
are hear to discuss the bill and to ask questions of Mr. Chester, and I think
we should get on with it. I think we should open a full discussion on this
matter. Nobody is unaware of your brief. You have made it very clear.

Mr. JoHNSTON (Bow River): I am amazed that you are trying to cut down
discussion on this bill.

72336—2
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The CHAIRMAN: No, not on the bill. We have not got the bill as yet.

Mr. JoENSTON (Bow River): I am amazed that you are trying to curtail
discussion at this point, because I think that the chairman should show the
lead in promoting the admission of all people who are interested in commg
before the committee to make their representations.

The CHAIRMAN: The only thing you want me to show is the lead that

you go on talking.

Mr. JounsTON (Bow River): You are trying to exclude the farm repre-
sentatives from coming here. I think that is certainly a very unfair attitude
particularly for one to take who is in the position of chairman. And I am indeed
surprised as well to hear the government supporters on this occasion coming
out and doing their level best to rush this through to the exclusion of having
farm representatives come before us to give us their views on this matter. This
is a very important thing, and from the very fact that we are going to charge
5 per cent, when other organizations in Canada have been getting it at 33 per
cent, it seems to me that we should be offering the farm representatives an
opportunity to come here to say if they agree with that type of thing.

The CHAIRMAN: If you are getting on the specific details of the bill, there
is obviously a proper place to discuss them.

Mr. JOHNSTON (Bow River): Let us not get too technical on this thing.

Mr. CAMERON (Nanaimo): You have overlooked the fact that what we are
discussing at the pretsent time is the brief which was presented by Mr. Chester
and that it is in that brief that the interest rates are set forth.

The CHAIRMAN: That is a very good point.

Mr. CAMERON (Nanaimo): So I suggest that Mr. Johnston is out of order
and is ridiculous.

Mr. RICHARDSON: On a point of order which I would not have raised
except that my friend raised a point of order; I submit to you, Mr. Chairman,
on a point of order, that I have, as a member of this committee, made a motion,
and that motion is before the chair. The motion is that we proceed now to
clause 1 of the bill. ¥

Mr. JOHNSTON (Bow River): May I make an observation. I have been
here a long while too, and if there are to be points of order and observations
made, nobody should interfere with me because he wanted to raise a point of
order. :

Mr. RICHARDSON: I sat down and you should have sat down.

Mr. JOHNSTON (Bow River): We are discussing the brief now. You admit
that, and it is obvious why we refused to hear the others.

The CHAIRMAN: We have not refused to hear the other people. If you
say that anybody has refused to hear these organizations, then you are simply
stating something that is plainly untrue, and I do not want to hear it again
because it is not right.

Mr. JOHNSTON (Bow River): I shall say this to you, Mr. Chairman, and
you are going to hear it whether you like it or not. The first thing is that
we are endeavouring here, consciously, to push this thing through. We are in
fact closing off these other organizations. We are stopping them from having
an opportunity to come down here and give their brief. Whether we like it
or not, the effect is the same; I submit that these organizations should be
given the opportunity; they should be asked to make their representations,—
because this is vital to them, and if it did not concern them very much I

‘would agree with the chair—but this is of vital interest to farm organiza-

tions and I think we should be lenient and say to them, “if you want to come,
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all right; but if you do not want to come, then it is still all right”. Apd
after Easter we will proceed with the bill, and I think we would all be quite
satisfied to proceed. Thank you.

Mr. HOLLINGWORTH: We are not trying to push this thing through. I just
want a discussion on it.

Mr. FLEMING: Mr. Chairman, I hope that I can contribute something to
harmony here. The discussion we are having this mornmg resolves around
the problem of how we are going to go about our tasks in this matter, and
it seems to me that it points to the fact that we have a steering committee to
do this very thing. That is the whole point of a steering committee, to
save the time of the main committee and to avoid a discussion of this kind.
That is the function of a steering committee.

Some members have been here longer than I have, but I have had
eleven years on this committee and I do not remember a jangle in this com-
mittee on how we are going to go about our test on any particular bill. It
may be that we have had such discussions on other committee, but I do not
think we have had them in this committee, and it has been largely due to
the fact that the ¢hair has been in consultation with the parties, either through
a steering committee or directly, in regard to what is the acceptable and
sensible way of going ahead with the task. We have a steering committee.

The CHAIRMAN: It was only set up this mormng and it has not had an
opportunity to meet as yet.

Mr. FLeminG: I was going to comment on that. It was decided at our
first meeting some two weeks ago that a steering committee would be set up
and would in fact be operative. Our party indicated to you about ten days
ago our nominees to the steering committee. It should be called together
without delay to review this matter, when some acceptable procedure could
be worked out. I am sure that the further we go along with this type of dis-

cussion, the more difficult it will be to arrive at some generally acceptable
procedure.

The CHAIRMAN: I think that is a sensible statement and I suggest that we
get on with the question and that, after this morning meeting adjourns, we
have a meeting of the steering committee and get ahead with it, so that we
can make recommendations to the main committee.

Mr. FLEMING: I would like to add an observation about the matter of our
hearing farm organizations. So far as the rest of us are concerned, I do not
think anybody here wishes.to find himself in the position of holding back
legislation whether it meets his views or not, when that legislation is going
to be of benefit to anybody. We are all here to get on with the business, and
to act as expeditiously as we can. But we always have those who may wish to
be heard with respect to legislation of this nature, and I am going to urge
the view that this matter is of sufficiently wide-spread importance that I think
that national organizations of the kind which we customarily recognize in this
committee should be given the opportunity to be heard if they so wish. But
that is not to say that we have to go out and urge them to come here. It is
simply a matter of oﬁering them the opportunity. It is not a matter of inviting
local organizations in. It is a matter of finding out those organizations that
we normally deal with and whose status is recognized to be national.

Again on this matter of sittings, we have all had very short notice. There
may be others like myself who should be in other committees right now; and
then there is the matter of sitting this afternoon while an important debate is
proceeding in the House. I have to speak in that debate this afternoon so I
cannot be here. We only learned about this meetmg last night. We all
recogmze that there is not time to force it through in two days now so, let us
arrive at a procedure that we are going to adopt in a calmer atmosphere than

72336—23%
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we have here this morning. In that way I believe we will get along faster—
if we could have a meeting of the steering committee and could sit down
in a calm atmosphere and try to arrive at something which is generally accept-
able as far as possible.

Mr. Carrick: If the steering committee meets and considers a course which
should be followed, would that committee be obliged to make its recommenda-
tion to this committee?

The CHAIRMAN: Yes.

Mr. Carrick: What would be the difference?

Mr. FLeminG: There is this difference, and it is the same with the recom-
mendations of the sub-committee of all committees of the house, the general
committee knows that all the parties are represented on the sub-committee and
that the questions have all been thrashed out by that steering committee before
it brings back its recommendations.

The CHAIRMAN: They are unanimous.

Mr. FLEMING: Quite so, and I think that in this committee in the past they
have always been unanimous. They may not be unanimous on every occasion,

‘but at least the committee does not go through the sort of thing we are going

through here this morning.

Mr. QueELcH: I have been serving here on this committee since 1936 and
this is the first time anything like this has come up. It has always been the
custom of the steering committee to meet first, and had it been able to meet
at this time, and had a request been made to it for representatives of the
Canadian Federation of Agriculture to appear before this committee, I do not
for one minute believe that such a request would have been refused. It has
never been refused before. On other occasions when any of us have asked
the steering committee to invite certain organizations which have a very
definite interest in the matter before the committee, that request has been
granted. But unfortunately coming up as it has—and I was the one who raised
it—not with the idea of a discussion like this taking place—but unfortunately
the discussion that has taken place has now grown into a partisan affair, and
I think most of the members of this committee would agree that it is reason-
able to ask that the Canadian Federation of Agriculture should appear before
this committee, because they have submitted a brief.

If they do not appear, then Mr. Chester will be answering questions and
I want to bring before Mr. Chester some points which were raised by the
Canadian Federation of Agriculture, and he would know certain answers. But
we will not know what was exactly in the mind of the Canadian Federation
of Agriculture when he is questioned about the charges which are in this
brief. Therefore I think that the Canadian Federation of Agriculture repre-
sentatives should be here at the same time as Mr. Chester in order to answer
questions regarding their brief.

1 was surprised at the attitude taken by Mr. Bennett when he said this
was just an amendment and not a new bill. But he knows very well that
before the veterans committee, when we have had amendments to the Veterans

" Allowance Act, it was always the practice.for the veterans’ associations to

appear before that committee and make representations.

Mr. BENNETT (Grey North): In the case of the Veterans Affairs Committee,
the Legion and other veterans’ organizations always wrote in to say that they
wanted to appear, and we acknowledged their request, as national organizations,
and they had that opportunity. But I do not think we should get into a
partisan debate. I know how my farmers feel about this bill. The bill was
mentioned in the Speech from the Throne. The Federation of Agriculture has
included a reference to it in its brief. Their headquarters is right here in
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Ottawa, and you would have thought that if they wanted to appear before
this committee, the Federation and the Farmers Union would have said so.
There is no harm, and if they wish to appear we should not exclude them.

But I urge that this bill be proceeded with so that the benefits for the farmers
may be realized.

Mr. FLEMING: How can you do that? It has to go to the house, and in the
house it has been said that today and tomorrow are to be devoted to the budget
debate so there is no possibility of the bill being considered there before the
recess, and the Senate has already risen.

Mr. BENNETT (Grey North): The Senate has risen, has it? Well, it is not
possible to get it through before Easter, then. But my point was that we
were anxious on this side to get on with the bill and to get this provision in
force. I would like to say to Mr. Johnson, who rather imputed that the govern-
ment members were against the farm organizations. The Canadian Federation
of Agriculture and the Farmers’ Union are very strong in my riding. In fact,
the Farmers’ Union started in Grey North, and I have worked with them both
and they have helped me a great deal. I have said in the house that I have
farmers who have argued more and more for farm organizations and marketing
boards as at least a solution to part of the farmers problems, and we on the
government side speak from the strength of these two great farm organizations,
and we listen to their advice.

I discussed this matter with the Canadian Federation of Agriculture and
with my Farmers’ Union people and I would suppose that every member
would have done that before he came to this committee. I do know how my
farmers feel and I am prepared to represent them, and I can go on with the
bill without listening to farm organizations. However, I do agree that the
steering committee should thresh this out. But could we not have a compromise,
and go on with the questioning of Mr. Chester for the next half hour or hour,
and then rise, with the agreement that the steering committee will meet and
try to settle what we are squabbling about, because there is no doubt we could
go on squabbling here for two or three hours? But let us take the opportunity
of asking Mr. Chester some questions.

The CHaRMmAN: That is the very suggestion I made before, and I think it
is only fair to point out that the steering committee could not meet before
it was appointed.

Mr. BENNETT (Grey North): If the Senate has risen, then my view is
changed somewhat, because we could give an opportunity to the farm organiza-
tions to come here. I was anxious to get on with the bill before Easter, but
if that is not possible, it would not hurt us to have the farm organizations.

Mr. FLEMING: The Senate has adjourned to a date after the mlddle of April.

Mr. Famrey: Until April 24.

Mr. JoHNSTON (Bow River): 1 want to make one reference to what Mr.
Bennett said a moment ago. I appreciate his point. He said that he gets home
every weekend where he can discuss these things with his farm organizations.
That is probably so, and he is thereby in a position to speak on behalf of his
farmers. But those of us who come from western Canada, cannot do that over
the weekend. We would have to travel 2,000 or 3,000 miles. So the only thing
we can do in this case is to have the farm organizations come before us, and
then we would be able to contact them and see what their opinions are. So in
that regard we are possibly quite different from Mr. Bennett. :

The CHAIRMAN: There is such a thing as Her Majesty’s mails.

Mr. JoHNSTON (Bow River): With the winter we have had out at Bow River
it would be a superhuman person who get in contact Wlth his farmer organiza-
tions in that time. But I would point out the difference between those of us
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who come from the east and those who come from the west in regard to our
local organizations.
The CHAIRMAN: It is obvious that the bill cannot go through before Easter.

Mr. JounsoN (Kindersley): I think Mr. Bennett’s suggestion is a very good
one. The steering committee should accept the responsibility for this thing
and it should clarify this whole business of appearances before this committee.
I do not think we should go on the promise of anyone who wants to appear
before the committee. Anyone who wants to appear before this committee
should have the responsibility of taking up the time of this committee. But
I think our responsibilities should rest with us in sending out invitations to
various organizations that we want to have before us, and I think on the basis
of the Banking and Commerce Committee in past years that is a very important
item indeed. I do know that the Canadian Federation of Agriculture does
want to appear before this committee since they have a policy on small loans,
and they are desirous of appearing before this committee and presenting their
policy to us in that regard.

The CHAIRMAN: There is one other thing I think I should mention. Nobody
wants to sit in the afternoon if they can help it. But we have been slow in
getting under way because when the small Loans bill was referred to us
Mr. McGregor requested that it should be held over until after Easter because
he did not yet have the 1955 figures. But he will have them after Easter.
Then we have the Industrial Development Bank reference, and the report of
the Bank of Canada, both of which the committee is going to get into, and it
is very heavy stuff. I think it is going to be almost unavoidable that we shall
have to sit twice a day sometimes.

Mr. FLEMING: We can discuss that in the steering committee.

The CHAIRMAN: Nobody is trying to force it on you.

Mr. FLEMING: Nobody will deny the problem, but I am sure that everybody
will be cooperative.

The CHAIRMAN: That is why I am axious to use this one day on this bill.

Mr. Jounson (Kindersley): In the changing of any agricultural policy
consideration must be given to the desirable end of that policy and I notice
in the statement of the Canadian Farm®Loan Board the fact that it came into
existence because of a demand for lower interest rates, longer repayment
terms, and a dependable source of funds for farm mortgage lending in Canada.
I think we, must consider this in the light of what is being done in other
countries. And as to the pattern that we should follow here in Canada,
I know that the members of the committee would appreciate it if Mr. Chester
would give us a résumé of what the Farmers' Home Administration does.

The CHAIRMAN: What is the feeling about the steering committee as to
when it can meet? If we meet at 2 o’clock it only gives us half an hour which
does not amount to very much. Do we want to leave it until after the Easter
recess?

Mr. JounsToN (Bow River): I think it should be done before then, other-
wise we would then be in the same position as now.

The CHAIRMAN: Why not have it tomorrow morning? That would get
everybody, would it not, or do you have a caucus?

Mr. ArGUE: Yes, Wednesday morning is caucus morning for most parties.
I do not argue against it, but I point out that Wednesday morning is caucus
_morning.

The CHAIRMAN: I am trying to get some time which would be most
convenient for everyone. If I call it for 2 o’clock I am sure I would get

_everyone but they would be here only for half an hour before the orders of

‘the day. p
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© Mr. QUELcH: We can have a meeting of the whole committee while the
house is in session.

The CHAIRMAN: There is one scheduled for this afternoon, yes.

Mr. QueLcH: Could we not have it while the house is in session?

Mr. JoHNSTON (Bow River): Could we possibly proceed with the second
meeting this afternoon if we finished with Mr. Chester’s statement this morn-
ing, because everybody will not be discussing the bill? And I think we could
finish with the statement pretty well this morning. d

The CHAIRMAN: You expect to finish this statement this morning?

Mr. QUuELcH: Do not be too optimistic.

The CHAIRMAN: I think you are showing undue optimism.

Mr. ArGUE: I do not know what the procedure will be, and I do not know
if it is necessary for us to consider the statemenht in a formal way. It is
just a general statement on the subject.

The CHAIRMAN: It is really to give the committee background, and to give
the members an opportunity to ask questions if they wish.

Mr. ARGUE: Mr. Chester will be before us for some time and I do not
think it is necessary in a formal way to dispose of this statement at any given
moment.

. The CHAIRMAN: It is not ever disposed of. It is something intended to
be of assistance to the committee. -

Mr. ArcuE: That is what I take it to be.

The CHAIRMAN: Let me urge that the steering committee meet here right
after the afternoon meeting.

Mr. ArRGUE: Why not right now?

The CHAIRMAN: Well, Mr. Fleming has gone, Mr. Macdonnell is not here,
Mr. Benidickson is not here and Mr. Valois is not here; Mr. Fraser is not here
and Mr. Stewart is not here, so the thing would be completely abortive right
after this morning’s meeting. But I can get some of them on the phone to see
if we can arrange for a meeting later on today. I do not know how long it
will be this afternoon before we finish with this report.

Mr. JOENSTON (Bow River): Are all the members of the steering committee
here in Ottawa, or have some gone home?

The CHAIRMAN: Mr. Valois is coming in on the noon train. Mr. Benidick-
son, Mr. Fraser (St. John’s East), Mr. Fleming and Mr. Stewart are in the
building. Most of them are here.

Mr. Frasegr (Peterborough): Mr. Charlton will take the place of Mr.
Macdonnell. He will be put on the committee this afternoon.

The CHAIRMAN: I suggest that as soon as we finish with this statement we
have a meeting of the steering committee. Would that be agreeable? As
soon as we finish consideration of the statement and the questioning of Mr,

- Chester this afternoon?

Mr. ARGUE: The statement being this?
The CHAIR:(AN: Yes. Let us call it a preliminary canter.
Mr. ArRGUE: I suggest that you should set the time for the meeting of the

steering committee, and that the time should depend on the committee passing
this statement. /

The CHAIRMAN: We are not passing it, but simply finishing the discussion
on it for the time being. y

Mr. ARGUE: Let us set a time and not say that the discussion is Gnished.
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The CHAIRMAN: If the steering committee meets this morning, several of
its members will be unable to attend.

Mr. JounsoN (Kindersley): Set it for five o’'clock.
The CHAIRMAN: Very well.

Mr. FrRaSerR (Peterborough): Mr. Fleming will be speaking this afternoon
on the budget. I am not sure when he is on, but I would like to hear him.

The CHAIRMAN: Why don’t you have him delegate Mr. Michener or your-
self to act for him on the steering committee? Naturally I want to accede to
everybody, but we cannot do everything. If Mr. Fleming is as active as he
always is, then we cannot be sure of pleasing him.

Mr. JounsTON (Bow River): Somebody else could take his budget speech
for him in the house!

Mr. BrackMoRE: Would it not be worth while trying to avoid having a
meeting while the budget debate is in progress? That would not delay us
very much. There will be only one or two more days delay and, in that case
we would not have a meeting this afternoon. '

The CHAIRMAN: We are anxious to get along as fast as we can, because
we are going to have a very heavy list of meetings after the recess, and they
will go on indefinitely. So let us say 5 o’clock today for the steering committee.
This meeting will reconvene at 3.30 and the meeting of the steering committee
will be held at 5 o’'clock.

By Mr. Johnson (Kindersley):

Q. I wonder if Mr. Chester would give us, roughly, the background of the
Farmers Home Administration?—A. I do not know Farmers Home Administra-
tion but I do know our counterpart in the United States, that is a government
scheme of loans that are under the federal government of the United States.
Is that what you have in mind?

Q. You would be familiar with that detailed information, and how they
operate in the United States?—A. Their system is not the same as ours in
Canada. They have what they call Federal Land Banks; there are twelve of
them in various areas in the United States, but they are not too directly con-
nected with the government of the United States, although there is strong con-
nection but not financially. Then, I understand they issue bonds to the public,
which bonds are income tax free, so to that extent I would say that they are
subsidized by the United States Government. However, what you want to
know, no doubt, is their loan limits.

Q. Yes, the Farmers Home Administration.—A. This is a federal land bank,
and from their offices in the United States they lend money under government

" supervision.

Q. The federal land bank is dxﬂerent"—A No. That is the only thing you
can compare us to in the United States.

The WirNess: The loan limit in the United States is 65 per cent of the
appraised normal value. They have what, applied to Canada, would be a
fantastic dollar limit; it was $100,000 in 1955 and I believe it is even greater
than that at the present time. This information is dated August 21, 1955, and

‘I do not know of any other changes which have been made since.

- The length of loan which they are authorized to make is up to 40 years, and
the most common loans they have been making have averaged around 30 years.
Their interest rates vary as between the areas; they have twelve areas and the
lovest interest rate in the United States, from the federal land bank, is 4 per
cent. The next rate is 4} per cent, and the other rate is 5 per cent. So there
.are three rates of interest charged on mortgage loans in the United States in
varying areas by the Federal Land Banks.
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By Mr. Johnston (Bow River):

Q. How do they designate the areas?—A. They have a bank at Louisville,
New Orleans, St. Louis, St. Paul, and Omaha. I can give you the names, but
I cannot describe the particular areas.

Q. Does it depend on the economic condition of the area?—A. No, I think
it is because the United States is a larger country and requires twelve banks,
whereas we can do it in Canada with one farm loan board. That is probably
the background of it, but I am only guessing. However, they are pretty well
sorted out by what you might call farm economic areas.

Q. May I ask another question. I noticed in your statement on page 2 that
the mortgage rates charged to farmers by all mortgagees could properly and
fairly be influenced by that charged by this board. Would that be the same
incentive in the United States? Would they be setting their rates in order to
comply with the statement which you have made?—A. I cannot tell you what
their policy or purposes are. All I can tell you is what I know to be the facts,
and that is the loan limits, and the percentage that they charge their bor-
rowers. What the thinking back of it is I cannot tell you.

By Mr. Blackmore:
Q. Would you mind just proceeding with your statement?—A. That is
my statement.
Q. Is that all you have?—A. Yes.

By Mr. Johnston (Kindersley):

Q. I was lead to believe that the Royal Commission on agriculture and
rural land went into the federal home administration question.—A. They were
comparing the wrong types of business if they did, because the type of business
we carry on is only comparable to the Federal Land Banks in the United States.

Q. The farm loan organizations are established to consolidate the farmers’
debt and assist him in purchasing equipment; and isn’t that more or less
the purpose of the Canadian Farm Loan Board?—A. I think your conception
of the Canadian Farm Loan board might be wrong, because we are a land
mortgage loaning company, we are neither an establishment agency nor a
benevolent society.

Q. Then you had better change the details in the last few pages of your
annual report because there you say:

“Purposes for which made:

To pay debts, to purchase livestock and farm implements, to make farm
improvements, to erect new buildings, to repair buildings, to provide for
expense of farm operation, to assist in the purchase of farm land, etc.”

Is that not identical with the function of the farmers home administra-
tion in the United States?

The CHAIRMAN: Where is that?

Mr. Jounson. (Kindersley): I took it from page 14 of the annual report
of the Canadian Farm Loan Board for the year ended March 31, 1955.

By Mr. Blackmore:

Q. I understood that when the Canadian Farm Loan Board was set up
it was intended that its function should be limited only to dealing ,with
mortgages. One would think that if that was the case, we ought to have a
change of attitude today because just for one reason, the cost of modern
machinery for one establishing himself as an economic farm is tremendous.
It runs into some $20,000 to $30,000; and if this particular organization is not
designed to aid a farmer in the accomplishment of a business set-up, then
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surely we should have some bill or board in Canada which would do that.
Am I wrong in my thinking about that?—A. What is your question, please?

The CHAIRMAN: Mr. Blackmore, I do not think you should ask Mr.
Chester to express an opinion on government policy.

By Mr. Blackmore:

Q. No, what I am trying to do is to get further details concerning the
function of the Canadian Farm Loan Board. I gathered from something the
witness said a few minutes ago that the Canadian Farm Loan Board was
designed to function purely in respect of mortgages which farmers might
have on their land, and it helped them only with these mortgages.

I wondered if that had been the only purpose of those who set up the board
and if that was the purpose today for our amending the act.—A. It is not a
purpose; it is a method. The only way we can loan money in Canada is by a
mortgage, a first mortgage on the farmer’s property. That is our security;

- that is our method!

Q. A person can do anything he wants to do with the money he borrows,
I presume?—A. No, not altogether. We have certain limitations. We can pay
his debts, assist him in purchasing land, and assist him in agricultural pur-
poses; but we do not lend money to send a man to Florida for the winter, if
that is a fair comparison. That is a thing we avoid.

By Mr. Blackmore:
Q. I would agree with you completely, but would you not loan a man

" money with which to buy a new tractor or combine?—A. Oh yes, that is an

agricultural purpose; it is in our act, and we are allowed to lend money for
that purpose. The Farm Improvement Loans Act was set up particularly for
that purpose, but we can do it as well.

By Mr. Johnson (Kindersley):

Q. Is it the function of the board to establish a farm as an efficient unit?
Is that the objective of the act?—A. What do you mean by the establishment
of a farm as an efficient unit?

Q. It is obvious.—A. We are set up to assist a person to establish himself
on a farm. It is expected of course that he will be able, from his own re-
sources, to assist himself to a degree. That is inherent in the 65 per cent
limit of our loan.

Q. I can see where it differs from the Farmers Home Administration.
Its function is to establish the farmer as an efficient unit—A. I think it is
more along the line of the P.F.A.A. Ours would not assist the farmer in the
sense that we give something that is not paid back.

By Mr. Argue:

Q. Let us take the case of two farmers who come in and each one makes
an application for a loan. Farmer A is a small farmer, a young man who is
married and has a family, and certainly on the basis of social need he needs
money. He appears in your judgment to be a fairly good risk. You are
inclined to pass him.

Then let us suppose another man comes in, Farmer B. He has a lot of
mongy with two or three sections of land. He could go to any mortgage
company for a farm loan, but it is a matter of choice with him, and he prefers
to come to the Canadian Farm Loan Board and make application. There is no
question in the mind of the Canadian Farm Loan Board that this man is an
excellent risk. There is no doubt that, following an investigation, some money
will be loaned to him in accordance with the purposes of the board. Does
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farmer B who is less in need of money, and is perhaps a better risk, in the
business sense than Farmer A—is he given a preference in respect to his
application?—A. No, he is not; and quite likely from your description of
farmer B he would not get a loan from the Board.

Q. Do you want to go ahead? It is my information—and it could be wrong,
but it is my information derived from personnel of the Canadian Farm Loan
Board—that the main requirement, the governing factor, is whether the man
is a good risk in the monetary sense or not, and that may or may not have
been borne out by your statement a little while ago that you are in the
mortgage business, and you have not the same purposes that they have in
the United States.

I am very pleased to hear you say that if a man comes in who obviously
does not need a loan in the sense that he cannot get it in any other way, that
it is the policy and practice of the board to turn such people down. I have
been told that the board in fact, and the people who process the applications,
in fact look at them in precisely the same way as a mortgage company would
look at them, mainly from the standpoint of making a return on the investment.
—A. No, that is not so. Our major purpose in our processing, when we approve
a loan, is not for the purpose of making money. That is what you infer there,
but it is not our major consideration whatsoever. As a matter of fact, I do not
think it is ever considered.

Q. You are not interested in making any money. But you are interested in
not losing any money?—A. We are interested in not losing any money, yes,
if we can avoid it.

By Mr. Bennett (Grey North):

Q. You do apply a second test, do you not? If farmer A has a farm which
is worth $5,000 and you are willing to advance him up to' 60 per cent you are
still looking at his implements and his livestock to find out if he can make
a go of that farm, even though that farm could be sold for $5,000 and your
security would be safe. This is not a question. I am, rather, complaining
that the Canadian Farm Loan Board is pretty conservative in granting loans
under such a situation. Where the fellow needs money, and he has not got
much in the way of cattle, hogs and farm equipment, I think that the Canadian
Farm Loan Board could be a little bit more generous sometimes in the granting
of a loan in such cases. The only question I have to ask is this: Is it true that
you apply that second test? In other words, you are not going to grant money
for a farmer who has no chance of making a go of it, because your first test
is the security for the land, and secondly, whether he can make a go of it.
I appeal to you that with farm income down and many farmers in need, I
think that with respect to test No. 2 you might be a little bit more generous
than you have been in the past.

By Mr. Carrick:
Q. With respect to Mr. Argue’s farmer B, you said you would probably
refuse that loan. Why?—A. Because the man did not need the money. If the

need for money was not a need for agricultural purposes, he would not get
the loan.

By Mr. Argue:
Q. No. It was for agricultural purposes.—A. You said that he did not
need the money. You said that he had a lot of money. :
Q. I am saying that he obviously wants some money for something or
he would not go in and make an application. He already has three sections
of land, and he is in the one per cent class of farmers who have large farms.
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But there is a half section of land across the road and he wants to buy it.
He has not got any cash, but he may be worth $100,000, or even more. He
could go to the Huron and Erie Mortgage Company, or to any mortgage com-
pany, but he thinks that the Canadian Farm Loan Board has a somewhat
lower rate of interest, he likes their long amortization period, and he thinks
that it is probably preferable, all other things being equal, to deal with a
government agency. So he comes in and applies for a mortgage. In the case
of a man like that, is his application likely to be approved, or is that man likely
to be turned down because he could go somewhere else?—A. I would have to
know a whole lot more about that farmer and his farm. To try to put it
in a certain category is almost impossible. We are lending on the basis
of the farm, and the purpose of the loan, the money we lend, has got to be
for agricultural purposes.

Q. Surely!—A. If the man has a valuable farm, let us say one worth
$10,000, and we appraised it at $10,000, upon an application for a loan of let
us say $1,500, the chances are that the loan would go through if it was for
agricultural purposes. But we are only talking about hypothetical cases and
I do not see how I can answer you specifically without more details.

The CHAIRMAN: Perhaps, Mr. Argue, you should ask Mr. Chester what
the factors are which they consider in making loans?

By Mr. Argue:

Q. Yes.—A. In making a loan, our appraiser, who is probably the most
important employee of the board, will give us a picture of that farm at the
time that he gives us his appraisal, and if it is wrong, it is going to be wrong
all down the line. ‘Appraisals are made by the employees of the board. There
are many factors which are taken into consideration such as the type of soil,
and the crop records. Anything that has to do with the productivity of the
land is always considered by these experienced appraisers in assessing the
value. Then there is the matter of the buildings; they are all included—and
thus we arrive at a price. We know the district and we would have a report
on the immediate district and we would know the comparability of the security
that is being offered to us—how it compares with other farms in that district.

By Mr. Quelch:

Q. How do you apply that scale?—A. If you will kindly wait until I have
finished, I would appreciate it, because I want to keep my trend of thought
going.

The CHAIRMAN: I am making a list of those who want to speak. I have

- Mr. Henderson, Mr. Quelch, and Mr. Michener.

‘Mr. BENNETT (Grey North):I think it is significant that you mentioned

- $100,000 for a western farmer.

Mr. ARGUE: I did not say “western” farmer.
Mr. BENNETT (Grey North): There is no farmer in my riding who comes

.

close to $100,000.

Mr. ArcUE: T did not even speak about your rxdmg There are corporation
farms in eastern ridings. I am opposed to big farms wherever they are; but
I am sure there are many big farms on the prairies.

The CHAIRMAN: Let us get on with this. Let Mr. Chester finish his state-
ment.

The WirnNess: After we have a description of the security, the district,
the soil, the buildings, and everything which comprises the physical security,
then we have, as a rule, a personal report on the applicant for the loan which
goes into some fair amount of detail. We have a record of his previous
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years’ production, a record of the five previous years’' production, we have
a record of his cash receipts and cash expenditures during the preceding year;
we have a list of his organization such as his livestock and his equipment;
we have a list of all his current debts, and when they were incurred, and we
have a pretty fair idea of his attitude towards debts. It is on these factors
along with others that go with the loan business that we form the basis on
which we arrive at whether the man is going to get a loan or not, or how
much of a loan he is going to get if we so decide.

By Mr. Henderson:

Q. One of the purposes for which we are here today is to find out why
the loan should be 65 per cent of the appraised value of the land. My concern
has to do with the appraised value of the land, and up to that point we can
get a loan up to 65 per cent. I was interested to hear you say that the
appraiser was the most important person. 1 would .like to ask about this
personhel and those whom you consider competent to do this work, because,
as you have said, if they are wrong, in your own words, they are wrong all
down the line. In my experience appraisals in most instances have been
too low. What type of personnel do you employ as appraisers in the Canadian
Farm Loan Board?—A. Well, you are speaking of Ontario, I presume?

Q. Yes—A. Well, if you are particularly referring to Ontario, our
appraisers—I do not know how you would type them, but they are experienced
in business. I am- thinking of one appraiser at headquarters; he has been
in the business practically all his life. We have several bachelors of science
in agriculture acting as appraisers.

Q. What other qualifications would they have beside that?—A. They all
have to have a farm background to begin with. I think that is most necessary;
and many of them are experienced farmers. We also have a lot of part-time
appraisers.

Q. You say they are mostly experienced farmers?—A. Not necessarily.
A man may have a lot of experience in the first 25 years of his life, and then
go into the loan business for the next 25 years, and you would not call him
a farmer at this stage; but all our appraisers without exception have a farm
background and experience, as well as other qualifications.

Q. Do you mean that they farmed themselves?—A. Pretty well, yes.

Q. Some of these people have been in the department for a long time,
Would they have any experience gained from working out in the field before
they went into the department, or were they simply taken out of a certain
category in the civil service and made appraisers?—A. I suppose you could
say, about anybody who starts with us who is under 25 years of age, that his
life work would be appraising.

Q. Yes. And when would these college graduates start appraising,
following their graduation from agricultural school?—A. If you will tell me
which one you are referring to, I will give you the answer. I cannot give
you a general answer. We do not look to anybody as an appraiser who is
too young; 27 or 28 is as low as we like to take them.

Q. Have any of these men had experience in real estate?—A. Some have,
yes.

Q. Experience gained outside your department?—A. Yes.

Q. When they do their appraising—I am not talking about after it comes
to you—but when they do their appraising, what are they to consider in order
to appraise a farm properly?—A. I think I have outlined to you the security
that we require.

Q. Not security; the farm itself, and the value of it in the district in
which it is situated; do they take into consideration the market value of that

‘
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farm?—A. It is taken into consideration. The appraiser puts in his report
“what he considers to be ordinary sale value of the farm under ordinary
conditions.

Q. What do you mean by “ordinary conditions””?—A. There are forced sale
conditions. I am not talking about that sort of thing now, or of unusual
conditions. I just mean ordinary conditions.

Q. Some farms in Mr. Huffman’s district are worth a great deal more
money than they would be if they were located just outside of Ottawa. Would
that be taken into consideration when they are determining their appraisal?—
A. Are you referring to farms which are adjacent to a city?

Q. No. I am referring to a farm in a particular area where it has a
higher market value due to its geographical location than it would have
elsewhere.—A. The loan must be repaid from the production of the farm,
and if a man cannot produce sufficient to repay our loan, then he cannot
few exceptions, have gone up very rapidly, in some places much more so than in
get a loan. The sales value of farms all across Canada, probably with very
others; and in an area which is close to Toronto, for instance, there are farms
which 20 years ago you could have bought for from $60 to $70 an acre,
but today you would have to pay from $3,000 to $5,000 an acre.

We cannot take the real estate value into our appraised value because our
act says that our appraised value must represent something on which we can
lend, and it is the product of that farm on which we lend, from which we
must get our repayment.

Q. Do they take your loan on the floor price as in a forced sale of that
land?—A. No, it is the productive value. These things are only of interest;
the sales value and forced sale are interesting, and we try to keep fairly
close because it shows the trend. But that is not the value on which we
lend. It is productive value of the farm.

Mr. QUELCH: At a given price for the product?
The WITNESS: Oh yes. When products go up, then the income goes up
and the value of the farm goes up, if it goes up for that reason.

By Mr. Henderson:

Q. Taking all that into consideration, some people have bought farms
when they were run down. It is an advantage to this country to build up
such farms. But we cannot do that in one year. It takes time. Suppose a
man wanted to purchase a farm in a district which is run down. How can
you determine the purchase value of that farm? And yet it seems to me
when he is going to get a loan I think it is more of an advantage to have
flexibility than straight productivity. I would like to have your opinion on
that?—A. That farm you are referring to has not been operated for some time.
With an abandoned farm we would know the farm and the soil, and we would
know about the surrounding farms and we would take that into consideration.

Q. You would take that into consideration in helping him to get his loan?
—A. Yes.

Q. I was interested to hear about your appraisers.

By Mr. Quelch:
Q. I think that most of us who are familiar with farming conditions
will agree that the main criticism we hear is that the board is too conserva-
tive in its loan policies. I think Mr. Chester would agree that that is the
charge that is probably made most often. I was interested in the description
he gave of the basis upon which they established their loans. He mentioned
a personal report. Where would that personal report. come from? Do you

~

~ go to the banks?—A. It is made as a confidential enquiry.
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'Q. You have a branch in each province?—A. Yes.

Q. Have you any advisory council or advisory body in the provinces, to
consult with?—A. We have loan committees in our branch offices which would
pass on a loan.

Q. Do you not actually use several bodies to help you arrive at your
conclusions? Do you not make use of the V.L.A.?—A. In what sense?

Q. For the purpose of making an appraisal?—A. Only where we cannot
make them ourselves; that is when we use the V.L.A. appraisors, but only when
we cannot make them ourselves with our own employees.

Q. I asked you that question because the main criticism—I think a lot
of the V.L.A—but my own criticism has always been that their appraisals
are ridiculously low. I say that from personal experience gained over a
number of years, and I have found that to be so for years. Many of them still
appear tp make their valuations on a pre-war basis and they fail to recognise
the real value of a farm today in my part of the country. Does the same
thing apply to the Board? Do you recognise what the value of the farm-land
is today? You gave a description, but do you take into consideration the
marketable value of the land at the present time?

Mr. BENNETT (Grey North): May I defend the V.L.A. for a few minutes.
Our V.L.A. appraisers, our field men, are sent down for courses of instruction.
For example, a man from my own riding was down for four weeks last month.
Efforts are made to keep them up to date, and I am proud of the appraisers
under the V.L.A. Other departments use them.

Mr. QueLcH: They are very safe!

Mr. BENNETT (Grey North): I have not had one complaint since I became
parliamentary assistant about the appraisals under the V.L.A. These people are
given these courses, and I think they represent the best body of appraisers
in our country. If Mr. Quelch has any cases of complaint, I wish he would
bring them to our attention, because in all the branches of the Department
of Veterans Affairs, I think that of the Veterans Land Act stands out.

By Mr. Quelch:

Q. I think it is an outstanding department, myself, but I do question
the appraisals. They are very low. I have had case after case referred to
me in the past several years in which I tried to obtain higher appraisals, but
it could not be done. On the question of their being too conservative, it is a
fact that you maintain reserves considerably in excess of those required by law,
do you not?—A. With respect to reserve funds, we have the statutory reserve
which was set up in the act, and which has a total somewhere in the neighbour-
hood of $778,000, I think at the moment, but we have no use for this fund.
We cannot charge losses to it nor make use of it in the ordinary accepted
terms of reference with respect to losses.

You will also see that under our act we are required to set up a reserve -
against losses. If that is what is meant by statutory requirements, then both
of them are statutory requirements, because both are in the act; one is a clause
in our act and the other is a requirement for the establishment of a reserve
for future losses.

Q. But are they in excess of the statutory requirements?—A. I would say
no, they are not in excess of the statutory requirements in the sense that I
have just given you the statutory requirements. This is' a matter of opinion
about the reserves, whether they are too large or too small.
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Q. Perhaps you would care to comment on this statement taken from
the brief of the Canadian Federation of Agriculture on page 7, and I quote:

In a recent report the Auditor-General noted that the Farm Loan
Board is providing for reserves substantially in excess of the require-
ments of the act under which it operates, and that nothing in the
accounts pointed to the necessity for such reserves. Because of its
relatively small volume of lending, its costs per loan are high. If the
board were to discontinue setting aside its special provision for losses
above the legal requirements, the interest rate could be reduced by 3
of 1 per cent. If further, its present low volume of lending (less than
$8 million in 1953-54) could be doubled or better, lowered costs would,
no doubt, compensate for a further 3 of 1 per cent reduction in the
interest rate.

Would you agree with that statement? I presume it must be a correct
statement?—A. Which statement are you referring to, the one which the
auditor made?

Q. This refers to the Auditor-General's report. He says that the Farm Loan
Board is providing for reserves substantially in excess of the requirements
of the act under which it operates.—A. Did you say legal requirements?

Q. They say: rates under the act.—A. But you have got two statements,
one from the Auditor-General, and one from the Canadian Federation of
Agriculture. Have you our report? I think it should be read.

Q. If you are quoting what the Federation of Agriculture said, that is
why I thought it would be better if they were here.—A. I shall now read to
you what the Auditor General said, from page 7 of the report of the Canadian
Farm Loan Board for the year ended March 31, 1954, as follows:

The required reserve has been maintained, and at March 31, 1954
amounted to $861,952. As well as this, the Board has followed the
policy of making additional provisions against losses on loans computed,
generally, at the rate of 3 of 1 per-cent on the principal of the first
mortgage loans outstanding as at the close of each fiscal year plus the
total amount of retained earnings on second mortgage loans. At
March 31, 1954, the remaining balance of these provisions was $2,292,089.

_Attention is drawn to the amount reserved because nothing noted
in the examination of the accounts pointed to a necessity for such
a large reserve. It may be noted from the balance sheet that as
a result of the accumulated earnings to March 31, 1954, under
Parts I and II of the Canadian Farm Loan Act, having been appropri-
ated in full to the “Provision against Losses on Loans”, there
is a deficiency in the Board’s surplus account in the amount of the
accumulated loss of $5,295 under the Canadian Fishermen's Loan Act.

Mr. JounsTON (Bow River): Before we get too far away from what

Mr. Bennett said—

The CHAIRMAN: Mr. Johnston, you are further down on the list. The
next one on the list is Mr. Michener.

By Mr. Michener:

Q. Before we adjourn I would like to ask a question arising out of what
was just said. The interest rate was changed from 43} to 5 per cent on April 1,
1952, according to your report, by parliament, and the rate is a statutory rate?
—A. No, the only rate charged by us is determined by the Board and it is
not a statutatory rate.

Q. I wondered if you had made any estimate of what difference it would
have made in your reserves or in dollars if the interest rate had been
continued at 4} per cent from April 1, 1952 down to the present time—that is

—————— _—
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a period of about 4 years. Probably that is a question you cannot answer
off-hand, but I would be interested if you could make some observation on
the effect it would have had on the balance sheet of the board if the rate
had not been increased by that half per cent over that four year period, in
order to get some idea whether an unneccessarily high rate was being charged
to meet your operating expenses.—A. Our cost of operation was 1-39 per cent
of our investment in 1954-55. The cost of our money at that time also
increased from 3 per cent to 3} per cent, so that while charging 5 per cent
interest we were paying 3% per cent. Our margin for operating was less
than our operating cost had been the previous year, and also less than our
average cost of 1-28 per cent for 25 years.

By Mr. Michener:

Q. With this average cost you have established a reserve of how much?—
A. In 25 years we have established $2,200,000 approximately.

Q. How much has the reserve increased in the past 4 years?—A. We will
take 1955, that is 1954-55; our fiscal year-end is March 31 of each year, and
this would be as at March 31, 1955. In 1954-55 we added to reserves $57,000
and charged against reserves $1,140, so the difference is about $55,600,
approximately. ?

Q. Have you the figure at which your reserve stood on April 1, 1952?—
A. Yes. Would you like to do it in that way, and subtract them?

Q. Yes.—A. 1952 is $2,031,749.42.

Q. And today it is how much?—A. $2,349,258.39.

Q. That is an increase of $318,000 in that period of four years?—A. Yes.

Q. And your cost experience has been fairly constant established at 1.39
per cent of money on loan?—A. Our average is 1-28 per cent; that goes for
25 years, and last year it was 1-39 per cent.

Q. And, of course, the difference between the rate you pay for money and
the rate you charge on your loans is variable? I notice your report shows it
would be 1% per cent different now?—A. That is right.

Q. So that you have } per cent over and above your average 25-year costs
today; just about half of one per cent?—A. 1-39 per cent against 1} per cent.

Q. Your average was 1-28 per cent over 25 years, you told me?—A. Yes,
but that takes into consideration years when administration costs were much
lower. Let us take the present time.

Q. That is the average of the whole operation, 1-28 per cent?—A. Yes.

Q. And now operating at 1-75 per cent?—A. Yes.

Mr. MICHENER: Thank you.

The CHAIRMAN:' For after lunch I have Messers. Gour, Fraser, Johnston,
Argue and Pallett, in that order, as wishing to speak.

/

AFTERNOON SITTING

3.30 p.m.

The CHAIRMAN: Gentlemen, we now have a quorum and we might as well

start. I believe the Conservatives have somebody they want to substitute on
the steering committee.

Mr. FrASeR (Peterborough): Mr. John Charlton.
The CHAIRMAN: He will be there instead of Mr. Macdonnell.
Mr. FRASER (Peterborough): That is right.

fl'he CHAIRMAN: Mr. Benidickson from our party has to be away so Mr.
Hollingworth will act on the steering committee.
72336—3
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- Mr. CamerRON (Nanaimo): Mr. Johnson will act in place of Mr. Stewart
for us.

By Mr. Fraser (Peterborough):

Q. I would like to ask Mr. Chester how this farm loan act fits in with pro-
vincial farm loan acts which some provinces have, and whether the elimination
~of some of the clauses in this bill is' owing to the fact that you feel that second
mortgages—with the ceiling raised to $15,000—that some of these farmers will
~ not need second mortgages?—A. In answer to your last question, the bill pro-
~ vides for the elimination of second mortgages.
i Q. I know that. That is why I asked if you feel that on account of raising
- the loans up to $15,000 it is not necessary for a farmer to ask for a second
- mortgage.—A. The second mortgage that we administer has been a short term
- loan, a five-year loan. They have been at higher interest rates and it was man-
. datory to take as collateral a chattel mortgage with them. For these reasons
- they have been very objectionable. The farmers and borrowers have found many
- faults with them and objected to them many times. As far as our board is con-
- cerned we have to keep a separate set of accounts governing first mortgage loans
and second mortgage loans, This was very cumbersome, and costly too. We feel
- that the borrower is going to benefit from the opportunity of having his loan
b placed on a first mortgage instead of making a division as between first and
- second and chattel. Does that answer your question?

Mr. QuerLcH: What about Quebec?

By Mr. Fraser (Peterborough):

L Q. With respect to that, do you have any regulations which prohibit a
~ farmer from taking a second mortgage if he can get it some place else?—A. Once
~ he has his loan we have no prohibition, no control. From there on he can do
~ as he pleases. If he can get a second mortgage or borrow on a chattel mort-
- gage, or.anything of that kind, it is up to him.

Q. He is welcome to do so?—A. Oh yes, once we have made our loan.

Q. How does the federal farm loan act fit m with the provincial loans?—

Q. Yes.—A. It has a different set-up again. You know our set-up, and

,there is no use in my going into it again.

R Q. No.—A. The Ontario set-up is what they call the “Ontario Junior
~ Farm Establishment Loan Corporation”. They can only make loans to young

 farmers under the age of 35. I am not sure if it is up to 35 years or you

'have to be under 35, but, in any event, 35 is the limit. They must have

three years residence in the province, with three years farming experxence,

and must be able to become established as full time farmers.

"~ Their loans are secured by first mortgage only. They loan up to 80 per

~cent of the appraised agricultural value, and $15,000 is the loan limit. They

;uve repayment terms of 25 years.

They have two rates of interest; loans up to 20 years are at 4 per cent;

5 “Q. You mean it is 5 per cent all the way through?—A. 5 per cent? They -
‘have two rates.
- The CHAIRMAN: Is there anything further?

nd By Mr. Fraser (Peterborough):

Q. Yousaiditwas-ipercentandupercentforOntu“io’—A. 4 per cent
ﬁaeloaniaupto-ﬂ)years, andifthelonnisformorethmﬂ)years,xt
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Q. Another question is this: With the rate at 5 per cent is there any
possibility that that could be reduced and you could still carry on with farm
loans?—A. Our rate, you mean, the 5 per cent rate?

Q. Yes. Could it be reduced to 44 per cent?—A. In setting the interest
rate I think there are many considerations which have to be gone into. I
do not think you want to have a fluctuating rate. I think you want to look
forward, if you are going to reduce the interest rate—you want to look
forward to a period in which you can maintain that reduced interest rate.
If you take a look at your investment at the time you consider the problem
as to whether the interest rate should be lower or higher, you will find that
one half of one per cent either way represents on our investment well over
$200,000, and it is conceivable that you can lower the interest rates before
you have that amount of money in service; but I think it is also necessary
that you come reasonably close to having that amount of- money available for
the purpose. We have not got that amount of money available.

Q. That is why you set it at 5 per cent?—A. The reason we increased
sur rate to 5 per cent in 1952, I think it was?

Q. Yes.—A. The reason was that we had been paying 3 per cent interest
on borrowed funds, and then it went up to 3% per cent. This increased interest
charge increased our costs by three-quarters of one per cent. But we only
increased the cost to our borrowers by one-half of one per cent, so we absorbed
the other one quarter of one per cent additional cost within the board.

Q. You feel you have to work on a margin of one and one-half per cent?—
A. That has been the historic margin of the board and I think it has been
pretty well the historic margin in most lending institutions.

Q. You went from 1929 to 1954, under that one and one half per cent?——
A. It has been just exactly that; when we were lending at 64 per cnt, our
money cost us 5 per cent; and when we were lending at 5 per cent our money
cost us 3% per cent; and when we were lending money at 4} per cent our
money cost us 3 per cent. Uu until 1952 we always had a 1} per cent margin;
in 1952 we absorbed one-quarter of one per cent of the cost, and our margin
was reduced to 13 per cent. There has since been that fluctuation in the cost
of our money from three and three-quarters per cent down to three and
one-eight per cent, and it is now up to three and a quarter per cent, and we
anticipate a further increase.

Q. Despite the fact that you just got a one and one half per cent lee-way,
you have had a surplus practically every year.—A. The amount we put towards
surplus or reserves in the last four years—the last three or four years—has
been considerably less than one half of one per cent which we normally, as
a practice, had put away towards reserve funds.

Q. Thank you.

The CHAIRMAN: Now, Mr. Johnston.

By Mr. Johnston (Bow River):

Q. My question is a short one. I started to ask this question just before
we rose at noon. What I wanted to ask the witness was a question in regard
to the appraisers. You will note that Mr. Bennett was speaking about the
appraisers that they used in the V.L.A. He stated that they have a refresher
course every year so as to keep their appraisers more up to date. I wondered
if the appraisers in the Canadian Farm Loan Board are given a refresher
course, and, if so, when was the latest one was held.—A. The latest one was
held in Woodstock last week.

Q. Are they called in from all over Canada?—A. It is done by provinces;
each provincial office administers the loans within that province, and these
refreshers are generally in that province,
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Q. You have a special refresher course for these appraisers?—A. That is
what I said.

Q. Is there one given in each of the western provinces?—A. There is one
in Saskatchewan, either this week or the coming week, I am not sure which.
In Manitoba, I believe they have had their appraisers in; I am certain about
that. But let us put it this way: our appraiser season will open—depending on
the weather—in western Canada about the middle of April or the first of May.
And before the appraisal season begins there will be a meeting within each
province of the appraisers with the branch office officials.

Q. Would the witness tell us briefly what type of course is given to these
appraisers?—A. Well—

Q. What is the type of work that you outline for them, and what is the
course of study and so on?—A. You know, appraisal work is not an exact
science. A great amount of judgment and a great deal of common sense goes
into an appraiser’s work. Without that he is not going to make a good
appraiser at any time, no imatter what instruction you may give him now.

The CHAIRMAN: In other words it is an “informed guess”?

The WiTNESs: You are coming pretty close to it. It is a matter of opinion.
One person's opinion about the value of a farm will vary with that of another,
even as between a husband and wife, or son.

By Mr. Johnston (Bow River):

Q. He does not attempt to enter into that does he?—A. The instructions
given to our appraisers are based on the experience of our branch managers
and reviewing officers, the branch office employees of the board who are
responsible for our loans. They have accumulated a tremendous amount of
experience over a number of years. There is no set school or agenda, if you
want to call it that. It is not a school in the sense that you have certain
questions to answer and you have to write an examination. It is a refresher
in work that has been done during the past year, and certain individual cases
are brought out and discussed, and when it is all over they have all refreshed
their minds on the type of work they should be doing.

Q. It is a good-time meeting to discuss their problems?—A. I would not
say it was any more a good-time meeting than this one.

The CHAIRMAN: There is one thing I expected you to bring up, namely,

~ the discussion we had before we actually started the questioning of this
witness. There is no doubt that it will not add anything to posterity, and I
was wondering if we might instruct the reporter to start his transecription of
our proceedings with the questioning of the witness.

Mr. Jounson (Kindersley): Mr. Chairman, I think it is a necessary part
~of the meeting in making our decision.

The CHAIRMAN: The committee has power to strike it out if it so wishes.

Mr. FrRASER (Peterborough): I do not think we should strike it out. It is

~ part of the evidence and we should leave it in, just as you would in court.

The CHAIRMAN: I am confident that posterity will get no benefit from it.

{ Mr. CaMERON (Nanaimo): On that basis there would be very few reports
from parliament.

; The CHAIRMAN: Now, Mr. Gour.

By Mr. Gour (Russell):
! Q Can you let us have the losses by provinces?—A. I do not appear to have
that information with me but I can secure it for you.
Q. Thank you. I think we should have it.—A. Do you wish to have it
~ this afternoon?
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Q. Oh, later on will do.—A. We will bring it to the committee.

Q. Very well. Now, I think most of you are familiar with this subject.
I am talking about appraisers. I have nothing to say against your appraisers.
Some of them are very nice people but I must say that some of the employ-
ees of your board set the amount too low for the real value. I would say that
happens in 75 per cent of the cases you have to deal with.

I think I know, just as well as any man could know, the value of a farm.
But the trouble is this; they will say that a building occupied by a firm of
undertakers with a good house is worth $10,000; but if you put that same
house in a small village they will say it is worth only $7,000; and if you
should put it in Ottawa, near my riding, they will say it is worth $10,000 and
they will lend $10,000 on that house. Therefore I understand you have to work
on the revenue of the farm. Is that correct?—A. That is right.

Q. But after all, you have to consider whether the farm could be sold
later, when some other farmer will get twice as much for it. I know that you
have to depend on the person who seeks to borrow the money. 1 also know
that sometimes a good farmer will never make a dollar; he may owe every-
body; he may be a no-good, and lazy, and so on.

From my own experience I have found that your appraisers about 75
per cent of the time will appraise the farm at a figure at least 25 per cent
less than it should be. You are setting the ceiling now at 65 per cent, but
I would like to see it go to 75 per cent, and I would like to see us lend up to
80 per cent, because you are lending to city people at over 80 per cent on
their houses. I hope you will raise the ceiling again, because we ought to
keep our farms. You say that you are just practically close, but I would like to
see in what part of the country your losses are suffered. That is all.—A. Prob-
ably I should say this: that with regard to the buildings and the evaluating
of buildings for loan purposes—the board is not allowed to value buildings
at a greater amount in total than the value of the farm—the land. Is that
clear?

Mr. Gour (Russell):Yes. I am not speaking of the price of buildings,
but, where there is a good building on a farm, they will insure it by fire
insurance, and on a good farm there will always be somebody working it.

The WrTNEss: Probably I should also say the difference between lending
money in an urban centre and on a farm is that on a farm we must look
for repayment of our loan from the farm and the products of the farm. It is
entirely different from where a person is working for wages.

By Mr. Carrick:

Q. I wish to ask a question or two about the appraisers. We hear from
time to time about the difficulty in getting good people for that job in the
civil service on account of competition in industry and other occupations.
Do you suffer in that way at all in connection with your appraisers?—A. I will
say we have not suffered in the quality of the appraisers we have been able
to engage. I would say also that it is not easy to get good appraisers. As you
suggest we are in competition with everybody who engages appraisers for
farm. purposes, and they are not a dime a dozen on the market. We have
expérienced some considerable difficulty in certain areas in getting men whom
we think would do the work satisfactorily. We try to gauge the salary we
pay them to the salaries paid by other people who are hiring similar types
of men. There no doubt about it that there is considerable competition,
because there are not too many available, especially with experience. 1
would say that, in the case of 90 per cent of the men we employ, we really
have to train them before they become first class appraisers. This is quite
a problem; there is no question about that.
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Q. Apart from paying higher salaries, is there anything which can be
done to get a better type of appraiser’—A. We have tried. I am wondering
if wou have any suggestion.

Q. No; I was just wondering.—A. We have done everything we can to
get the right type of appraiser. That is one thing we do; we try very earnestly.
As I remarked this morning, if the appraiser is not right, we are not right all
down the line, so we have to get a good type of man for that job.

Q. You have mentioned a committee considering the applications for loans.
I am not quite clear on that. Would you mind explaining what that committee
does, and what stress they place upon the evaluation of the appraiser?—A. The
committee is within the branch office, and then, of course the loan application
is dealt with again at head office, before the loan is approved. Each branch
manager, as I said before, has been there for quite a number of years and has
a lot of experience. He knows approximate values in various areas and also
knows the individual appraisers. Some of our appraisers are inclined to be
low and others are inclined to be high; some stress one thing and some stress
another thing. All those things are considered at the time they are reviewed
at the branch office with the benefit of the knowledge that the branch manager
and the members of his staff have of the individual appraisers in their employ-
ment, by experience.

Q. So more information is brought to bear in determining the appraised
value of the land than just the appraisal report brought in by the appraiser
himself?—A. Oh, yes.

The CHAIRMAN: I believe Mr. Cameron is next.

_ Mr. JounsoN (Kindersley): I thought Mr. Argue was next on the list.

The CHAIRMAN: He has already been by-passed.

Mr. JouNsoN (Kindersley): I will take his place.

The CHAIRMAN: I think not. If you wish to be on the list I will put
you on.

Mr. JounsoN (Kindersley): Am I not on it now? Where do I fit in?

The CHAIRMAN: Right at the end.

By Mr. Cameron (Nanaimo):

Q. Could Mr. Chester tell us on what basis the board sets its rate of
putting aside reserves for losses? Is it on the basis of past experience of
losses or is there an arbitrary percentage?—A. We started with no reserve, of
course, in 1929, and what we have now has been built up in 25 years. The broad
principle in effect up until about two or three years ago was that we would
put about one half of one per cent of our investment into reserve. We have
not been able to do so for some time, and are not able to do that now. Last
year, if my memory serves me correctly, it was $50,097 we put into the reserve.
One half of one per cent of our investment is well over $200,000 which we are
nowhere close to now.

Q. What about your rate of loss experience?—A. We have lost in the
neighbourhood of § of a million dollars.

Q. I know you have a figure for the loss and total loan, but I do not know
whether you can take that as your basis for the rate of loss. I suppose you
could over the period of the life of the board. There has been a ratio of
three-quarters of one per cent.

The CHAIRMAN: It would be less than one per cent—about three-quarters
of one per cent. ¥
- Mr. CaAMERON (Nanaimo): Yes.
The Wirness: Very close to it.
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By Mr. Cameron (Nanaimo):

Q. Well, I wonder Mr. Chester, in connection with that amount which you
put aside for reserves for losses, you have on the top of page 2 in your state-
ment that the interest rates have always been predicated on a competitive
and self sustaining operation without the benefit of government subsidies. Now,
has that affected the rate of interest that you have charged? Are those
considerations: or have they been affected purely by your loss rates and the
cost of funds?—A. I would say that the cost of funds is the biggest factor,
and I would say that any prudent loaning organization should have a reserve.
Now, it is a matter of opinion as to how much that reserve should be.

Mr. CAMERON (Nanaimo): Thank you. That is all I have.

The CHAIRMAN: Mr. Argue, you had some questions?

Mr. ArGUE: I will ask them at another time. I relinquish my place to
Mr. Johnson.

The CHAIRMAN: He is well down on the list. Mr. Pallett.

By Mr. Pallett:

Q. I have a series of questions. First of all, could we be told how many
applications were processed by the board, and how many of the applications
received resulted in loans being granted?—A. For when and where?

Q. For the last year?—A. 1955, and for where?

Q. For everywhere?—A. For Canada?

Q. Yes.

The CHAIRMAN: The number of applications and the number of granted?

By Mr. Pallett:

Q. Yes—A. During our fiscal year ending March 31, 1955, we received
4,193 applications and we made 2,145 loans. Is that the information you wish?

Q. Yes.

Mr. ARGUE: What is an application? At what point do you count it an
application?

Mr. PALLETT: Would you wait until I am finished? I think I can carry
on with this all right.

By Mr. Pallett:

Q. What is the explanation for the small percentage of loans granted?
In each application, I gather you took a $10 valuation fee, and some 2,700
loans were rejected. Does not that seem to be a pretty high percentage of
rejections? I understand that is a complete rejection?—A. Well, of course,
they are rejected in this sense, that we do not proceed with their application.
Many of those are not even elegible. Many people do not even own their
farms to begin with and have no intention of buying them. Many of them
cannot provide a mortgage. There are many, many reasons why these applica-
tions should never have come to us in the first place.

Q. They would be filed at your own office with your own representatives?
—A. Yes. .

Q. And before they would be considered, an application would be com-
pleted in your office?—A. No, no. You mean in a personal interview?

Q. Or some forms completed.—A. When a person wants a loan through
us they write our office and we send an application form. It is returned
to us sometimes with the $10 fee, and sometimes without it. If it is an
application, it has the $10 fee; it is not considered if it does not. Amongst.
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those are this large group—I do not have the breakdown—who are not even
eligible for a loan under the act. We do not consider we can vary that result
too greatly.

Q. So that we might get the record straight, you said there were 4,193
applications and 2,145 loans granted?—A. Yes.

Q. So that it is less than 50 per cent that were granted?—A. Yes.
Probably it might be well to give you the trend of that. Would you like that
over the years?

Q. Yes.—A. This is loan applications received and loans approved. From
1929 to 1952, 394 per cent of our applications turned into loans; from 1952
to 1955, 42} per cent of our applications turned into loans; in the year 1955,
43-8 per cent of our applications turned into loans.

Q. Do I understand the $10 was taken on all these applications which
never resulted in a loan?—A. Only if an appraisal was made.

Q. I thought you said it was not considered an application unless the $10
accompanied it?—A. If he made out a formal application form with the $10,
it is an application. And if we do not make an appraisal we return the $10.
If we do make an appraisal, whether a loan is made or not, we retain the
$10. Probably at the same time I might give you an idea of the trend in the
size of loans. This is by five-year periods: 1930, $2,200; 1935, $1,700; 1940,
$1,800; 1945, $2,300; 1950, $2,600; 1955, $3,800. Those are only averages and
do not mean very much, but they show a trend, that is all.

Q. I have some further questions. You mentioned, in explaining the
basis for your loans, the repayment possibility of the farm. What factors
do you use in determining that? Do you take the income earned off that
‘farm for the previous year, the current year, or on what basis is it taken?—
A. We have crop records for the area and we can anticipate what should be
taken off by an average operator.

Q. It is based on an average of the area as much as on that individual
farm?—A. No. The average of the area, of course, has some importance; but

the individual farm is what we are loaning on in the area.

Q. There is one further question. Supposing income tax had not been
paid by the board over the years, have you any figures to show what you
would have in reserve at the present time?—A. We would have the amount
of income tax we have paid. It is fairly substantial.

Q. Would you make that figure available to the committee?—A. Yes.
We have paid $214,142 corporation income tax up until March 31, 1955.

Q. Over what period?—A. 1952, I believe, when we started; about 3 years.

Q. Are you able to give us a rough breakdown of the type of farms which
represent the majority on which loans are given—mixed farming, grain farms
or what?—A. That depends on the area.

Q. There is no preponderance of any one type of farm obtaining loans?
'—A. In Saskatchewan, yes, grain farms; in Ontario, yes, mixed farms or dairy
farms. It depends on the locality entirely. I do not think we have invested
any overwhelming amount in any one type of farming; I am sure we have not
—it is well spread around.

Q. Do you have any table which indicates today what the average invest-
ment is to start an average farm? Is the board aware of that? Has the
board any figures to show what it would cost a person to set up the average
farm today?—A. I have heard a lot of figures and I would think you could
get as many estimates as there are people who give them. I think thg only
guide I would have to that is what is the average value of farms in the
province.

'~ The CHAIRMAN: That figure is very meaningless.

Mr. PALLETT: It is quite meaningful.
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By Mr. Pallett:

Q. For example, on what do you base your figure of $15,000 maximum
as being enough?—A. Are you particularly interested in Ontario?

Q. Take Ontario.—A. The average value of farms and buildings in Ontario
—and this comes from the Dominion Bureau of Statistics, and as I understand
it those figures are voluntary figures given by owners of farms, somebody might
correct me if I am wrong there—the average value of a farm in Ontario,
including land and buildings, is $9,467.

Mr. BLAckMORE: Excluding machinery?

The WiTnNess: The farm.

Mr. PALLETT: That is real estate?

The WiTnEss: Yes.

Mr. ARGUE: Would you give me some averages for other provinces—
Saskatchewan?

The WiTnEss: $10,560.
Mr. ARGUE: About the same size as Ontario?
The Wirness: Very close.

By Mr. Pallett:

Q. Do your figures go further and say what size is the average farm in
Ontario in your figure of $9,000 which you are suggesting?—A. The average
farm acreage in Ontario—these are 1951 figures; there has not been a census
since then—139-2 acres.

Q. 139-2 acres is the average farm valued at $9,000?7—A. $9,467. Those
are Dominion Bureau of Statistics figures.

Q. This is 1956. How much have your appraisers shown that land is
increasing, and the value of farms is increasing since 1951 in Ontario?—
A. I would say that many appraisals that have come across my desk would
indicate to me that the increased appraisal value of a great number of farms
—I am not going to say all farms, but by far the large proportion—would run
about 50 per cent in the last several years.

By Mr. Carrick:

Q. Would those D.B.S. figures be market value?—A. They are not a great
deal of use. They are certainly market value, given by the person who owns

the farm; the figure at which he can sell it. I would say they are high figures
for the average for loaning purposes.

Q. They are not comparable to the prices at which you would value them?
—A. No.

By Mr. Pallett:

Q. You would say, roughly, for loaning purposes, the average farm in
Ontario today is worth about $13,500? I am adding 50 per cent to your figure.
—A. No. I said we have increased our appraised value by 50 per cent.

Mr. CaMERON (Nanaimo): It comes to the same thing.

The WiTNESs: No. We do not use the $9,400.

By Mr. Pallett:

Q. What do your figures from your own board then show that the average
farm is valued at on the loans you have processed in the last year—take your
own figures. Your application shows the values of the farms at which the
farmers have valued them?—A. I think that when you get into averages you
are getting into dangerous ground. If I quote averages to you it does not
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mean very much. We want to take individual farms. We will discuss any
individual farm, or combinations of farms, but I think it is very dangerous
for us to start talking about averages, for loaning purposes.

The CHAIRMAN: I think you have established your point, Mr. Pallett.

By Mr. Pallett:

Q. Are there some farms in Ontario that are valued considerably in excess
of $25,0007—A. Let us put it this way: per acre we have some very high priced
land in Ontario.

Q. Based on production?—A. All our values have to be based on produc-
tion, yes.

Q. Am I correct in saying actually the $15,000 today in many instances
would not represent 65 per cent of the lending value or the borrowing value
of many farms in Ontario?—A. That might be; I would not like to say it would
be a large proportion of the farms in Ontario.

Q. But a substantial proportion?—A. In a certain limited area.

Q. So that the effect of this $15,000 limitation would preclude a substantial
number from borrowing 65 per cent of the value of the farm?—A. I would
not think so. When you get to 65 per cent and $15,000, you are getting pretty
close to a $24,000 farm that we can loan on; that takes in a lot of farms in
Ontario, as well as any place else.

Mr. ARGUE: Probably 98 per cent.

By Mr. Fraser (St. John’s East):

Q. Could I refer to page 1 of your statement. I see there in the first para-
graph, in the last sentence, ‘“The Canadian Farm Loan Board maintains a branch
office responsible for the processing of all loans in each province excepting New-
foundland.” I would like to ask Mr. Chester where an applicant from New-
foundland would apply? Would it be to Ottawa?—A. Yes.

Q. Have many applications been received from Newfoundland for loans;
have there been any at all?—A. Yes. We have received very, very few in
number, and we have approved one loan.

Q. I notice in the report that no loans were approved for 1955?—A. That
is right. We have only had one loan approved since Confederation.

By Mr. Fairey:

Q. I wish to follow along on Mr. Johnson’s remark about the training of
appraisers. It seems to me the key to the whole question in any company in
the matter has been the skill of the appraiser or assessor. Would you agree
it would be of value to have a proper syllabus of training drawn up for the
appraisers as they do for the work under the Veterans Land Act. We found,
on the municipal and provincial level, in order to achieve an evenness of
appraisal, it has been necessary to get them together and train them in ap-
praisal technique. Would that not be something for your board to con-
sider?—A. Yes. It might be a very good suggestion. As a matter of fact it
is a problem which I have been wrestling with for some months.

The CHAmrMAN: Now, Mr. Charlton.

By Mr. Charlton:

Q. Mr. Chester, I take it that many of your appraisers are part-time men,
is that not true?—A. What part of the country are you speaking about?

Q. Any part; your appraisers are not all full-time employees?—A. No. Are
you referring to Ontario?

Q. Many of your appraisers are part-time employees?—A. Some are, yes.
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Q. Many of your appraisers are included among the 123 permanent em-
ployees?—A. Permanent appraisers are, but not the part-time appraisers?

Q. That is what I am trying to get at. You said you had 123 employees
as of now?—A. Yes.

Q. How many full-time appraisers do you employ? I mean how many
do you employ full-time? A. We have 19 full-time appraisers, and 2 seasonal
appraisers who work from the opening of the season to the end of the season;
then we have 36 part-time men, making a total of 57.

Q. I take it that your 19 full-time appraisers would be only road inspec-
tors going around with the part-time appraisers in their duties?—A. This
varies from province to province depending on the volume of business that
is available to us. In a province where we have a fairly substantial amount
of business we have districts, and these full-time men are district appraisers.
They take care of the area, while the part-time men—or some of them—will
work in that area; but with the full-time men employed, their responsibility is
for that division of the province.

Q. In other words he has to check every appraisal made by the part-time
men?—A. No, no. That would be impossible! But he goes with, he accompan-
ies, the part-time man, probably for seven or eight appraisals, and then he
will leave him on his own for a while, and then come back with him and
give him further instruction.

By Mr. Johnston (Bow River):

Q. That is not given in a course?—A. No, not a course, but we have a

refresher for the full-time men. We have complete control of the part-time
men’s work.

Q. I thought that you said that you called all the appraisers in from a
certain locality.—A. Yes, that is right.

Q. Not just the leaders?—A. We call the permanent men of the board in,
and we often call an individual part-time man in and give him individual
instruction.

Q. You do not have any definite course, such as Mr. Fairey pointed out
that he thought you probably should have?—A. They have a definite course
within the branch office and it is organized with a printed syllabus which is
made up there.

Q. Do you happen to have one?—A. If you call any instruction which is
on an agenda a syllabus, it is done within the branch, individually within the
provinces. They know the conditions within that province and they are

responsible for the loans that are made there, and for everythimg that the
appraiser does.

The CHAIRMAN: It is really Mr. Charlton who is having his day in court.

By Mr. Charlton:

Q. Thank you, Mr. Chairman. I take it that the 19 full-time appraisers
have been reduced considerably over the past few years. You say that you
had 178 employees in 1940. Are these employees now reduced from 178 to
123—are they full-time appraisers, office staff, or what?—A. Most of the reduc-
tion has been in office staff. This is pretty close to the average for the past
several years of the number of full-time appraisers we have in our employ.

Q. I am trying to get at the reason for the delay in the processing of
these loans from the application stage to the appraisal stage, and to when the
money is actually received.—A. Well, all I can say about that is that it is a
problem of administration that is facing us every day in the year, and we are
trying to do the best we can with it. Sometimes we are a little disappointed,
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and we have to make certain corrections, as you can understand, in our admin-
istration. But you must also bear this in mind: that every loan which we
make goes through several hands from the time the appraiser makes his
appraisal until the loan is approved. That is our responsibility and that is
what we are looking at all the time, and we try to keep that time to a minimum
so far as possible.

But from there on, you have to deal with the borrower, with the insurance
agent, with his creditors, with his lawyer who is disbursing the loan, with the
municipality in regard to taxes; you have to deal with the title and the registry,
and there are many and various people who come into it over whom we have
no control.

We get the blame, I am sure, for a good deal of delay after the loan is
approved, with which we have nothing to do, and the blame is not ours what-
soever. We have to have co-operation between all these people, otherwise
there will be delays, and when we see an individual case being delayed we try
to get on to it and help it along as much as we can. But we do have to have
the co-operation of many people outside of our board after the loan has been
approved in order to expedite the disbursement of the loan, and that is where
you get delays. ;

Q. You do not have your own lawyers processing mortgages or searching
titles? You depend on part-time employees for that?—A. We have a
lawyer in our department in the Toronto branch office, and we have one in
Quebec; other than that it is done by agents.

Q. You are actually, in effect, a profit organization?—A. A profit organiza-
tion.

Q. Yes, a profit organization!—A. If, having had a surplus, after being in
operation is a profit, then we are a profit-making organization, but that is
not fundamental to what we are out to do.

Q. I did not have that idea of the Farm Loan Board, and I was rather
surprised that you are actually paying as much as you are in the way of
income tax, because, after all, I thought this was intended to help the farmers,
not intended to make money. You say that 75 per cent of your cost is in salaries
or wages?—A. That is right.

Q. You have proven by your report that you are processing more loans now
with 55 less employees than you did back in 1940?7—A. Yes.

Q. So your costs are going down per loan, as they should be?—A. If
wages had not gone up, I would agree with you; but you have a factor in
there of advancing wages.

Q. But the number of loans is increasing too?—A. That is right.

Q. And that should take up your increases in wages. And when there are
very many less employees you are showing a margin of 1-39 per cent, and
you are charging the country 3} per cent, making a total of 4-64 per cent,
and you are charging 5 per cent. Your loans do not anyways nearly take up that

{ ~ difference, and naturally so, or you would not be making a profit. You gave us

some D.B.S. figures on the average price of farms, and your figure was $67
per acre. Do you use that figure in valuating farms at all?>—A. In no way
whatsoever.

Q. Do your appraisers use the assessed value for municipal taxes?—A. In
no way whatsoever!

Q. They are instructed not to?—A. They do not need such instructions;
they just did not do it. They would not be with us long if they did.

Q. I do not have this as first hand information, but I am told that many,
many applicants have been refused when the valuation was above the assessed
value of the farm.—A. All I can say to you is that I doubt if that is pos-
sible.
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Q. Anyone who has ever come to me has had as his main complaint that
the appraisers have taken too much of his valuation from the assessed value
of his property.—A. He has been reading the newspapers, I am afraid.

Q. These people, in odd cases, have had trouble in trying to get loans and
that was the reason for it.—A. You will find many people can give many
reasons why they did not get a loan.

Q. That is very true. I have found that out in my own experience; but
at the same time I do not know of the odd case where it has been correct.—
A. As far as this is concerned, it is impossible for it to be correct.

Q. There is no assessed value which is considered whatever?—A. On any
property which our appraisers value, the assessed value has no value what-
soever to us.

Mr. ArcUE: Would you please give us your formula for arriving at the
assessed value?

The CHAIRMAN: Please let each member have his day in court.

By Mr. Charlton:

Q. It is just based on the earning power of the farm?—A. That is right,
on the productive capacity of the farm.

Q. As I understand it, the buildings cannot be valued at more than the
land?—A. That is right. :

Q. No matter how good the house or buildings are, that is not taken into
consideration unless the land is of a similar value.—A. Well, let us put it
this way; we value the land this way; add to that the value of the buildings and
in the net result, our final valuation must still be the productive value of that
farm

Suppose you put a brick factory worth $100,000 on that farm, that is not
going to increase the productive value of the farm whatsoever. 1 could put
it another way: a man may have an acre or two of land, may be classified as
a farmer because he has an acre of green-houses, but he would not get a loan
on the basis of the value of his green-houses.

- Q. Yes, and, by the same token, if a man had ten acres he could be
producing hogs with practically no land at all. But you would say there was
no capacity to that farm?—A. I think that would be bordering on a business,
would it not?

Q. It is still a farm. He may be buying a lot of his feed, but he still has
earning capacity.—A. It is the earning capacity of the land for agricultural
purposes.

The CHAIRMAN: You would not grant a loan for a couple of acres of
rock where they happened to have a chicken farm?

The WiITNESS: No.

By Mr. Charlton:

Q. You do not take that into consideration at all—A. What?

Q. If he had a wonderful barn, and let us say he is producing 1,000 hogs.—
A. All that is taken into consideration; if he has a barn valued at $25,000, and
the farm is valued at $5,000, we would not value the farm at $30,000. Another
farmer may have the same operation and is able to achieve the same result
with a $4,000 barn.

Q. Maybe the $4,000 barn would not hold 200 hogs.—A. I think probably
it might. )

Q. Very well.
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By Mr. Richardson:

Q. My question has been anticipated already, but it does seem to me
that one of the very important things is the appraisal. Might I ask Mr. Chester
if there is any syllabus or manual of instruction whereby there are certain
principles recognized as standard and uniform throughout the country, and
others in which an area of discretion may be available for the appraisers?—
A. We have instructions to appraisers laid down. It is & volume of this size
indicating type closely, and it goes into detail with respect to the types of
land, the types of soil, undulating, rolling, stoney, etc., as far as the actual
soil is concerned; and it goes into the value of buildings, and it goes into the
value of crop averages, and P.F.A A. assistance in the west, and into the
records of the area; all those things are considered. I think it is far more
important that an appraiser use his head than go too much by the book,
because he can get into an awful lot of trouble..

By Mr. Johnston (Kindersley):

Q. Mr. Chester, does the board cover its operational and administrative
expenses from the percentage difference between the cost of the funds and the
interest rate which is charged to the borrower?—A. That is right.

Q. By that token, there would be constant pressure imposed to keep your
administrative costs at a minimum, and in addition to that to induce you to
make a loan where there is a marginal risk?—A. I do not know what you
mean by “constant pressure”; there is no pressure placed upon me.

Q. If you only have one and one-half per cent to operate on, you cannot
take much in the way of marginal risks and keep on making your one and
one-half per cent?—A. I do not know that we are called upon to take undue
risks, where it is almost a forgone conclusion that we will lose money before
we take them. I do not think that is the work of any person who is trying
to administer this board.

Q. T would compare that with the Farmers Home Administration in the
United States where the funds for it come from a direct contribution from the
government, and therefore are not hinged on a limitation of a one and one-
half per cent interest rate, and where they use the principle that they want
to establish the farmer as an economic unit, and where there appears to be
stress on the independence of the farmer and his chance of success. Is that
not a conclusion?—A. Are you making a statement or asking me a question?
I cannot tell you because I do not know how the federal F.H.A. operates.

Q. You mean the Farmers Home Administration?—A. The Farmers Home
Administration; I cannot tell you how they operate.

Q. I think it is surprising that the chairman of a board operating in
Canada has by its own admission said that he knows nothing about the Farmers
Home Administration in the United States.

The CHAIRMAN: That is an unfair statement. It puts me in exactly the
same category.

By Mr. Johnson (Kindersley):

Q. If there is objection raised by members of the government to my
statement—

Mr. RicHARDSON: Not by members of the government, but by members of
this committee. I object to it as well.

Mr. JounsoN (Kindersley): I submit that we should be in a position to
compare this with other systems in operation in other areas if we are to
make this a proper credit administration.
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The CHAIRMAN: I point out that the terms of reference to this committee
are to consider the amendments before it and not to make recommendations
concerning new types of legislation. The proper place to bring that up is in
the House of Commons.

By Mr. Johnson (Kindersley):

Q. It has already been brought out in the House of Commons that the
Farmers Home Administration makes its loans on a basis of 100 per cent of
the appraised value, while ours is to be 65 per cent—A. I think I should
interject that I told you this morning the only comparable government sponsored
organization in the United States that we may be compared with is the Federal
Land Banks, and I gave you information in regard to them.

Q. The Royal Commission on Agriculture and Rural Life in Saskatch-
ewan put this on the agenda of their report on agricultural credit, and I
would recommend to the chairman of the board that he read it because it
certainly ties in with the Farmers Home Administration very closely and with
that of the Canadian Farm Loan Board.

But I am concerned with the fact that we have to operate within 1} per
cent margin which means that you have a maximum of efficiency within the
operation of the board, but you will have the minimum number of appraisers,
and that perhaps results in what Mr. Charlton has said, that there would be
delay in making appraisals after the application has been made; and realiz-
ing how farms come up for re-sale, there cannot be too much drag between
the time the supply of farm credit comes into operation and until they take
hold, because the farm will in many instances be bought by someone else.
I think the board would approve it if they operated on a different basis so
they would not be tied down to 14 per cent and could have a larger staff of
appraisers in order to do the job efficiently.

The CHAIRMAN: You are discussing an entirely new form of legislation—
you are suggesting that we should have a different form of legislation. Surely
it is not relevant to this committee, to bring in a recommendation with refer-
ence to new legislation.

Mr. JoHNsoN (Kindersley): We do not need to make it completely new.

The CHAIRMAN: You are arguing for an entirely new type of legislation,
for subsidized loans, and I shall have to rule you out of order in discussing
that type of thing, because we are not here to discuss something that you

- would prefer instead of this bill.

Mr. JouNsoN (Kindersley): If you have any modification to make now?
The CHAIRMAN: This is not a modification in the act.

Mr. JounsoN (Kindersley): I will let that go for now, but this problem
came up concerning the qualification of the appraisers, and it is an interesting
one. On the basis of your farm experience, Mr. Chester, would you feel
qualified to go out and appraise a farm and put a waluation on it?

The WITNESS: That is a hard question to answer. I suppose anybody could
put a valuation on a farm, but whether it would be acceptable or not, I do
not know.

Q. You would have to put it with reasonable accuracy. Do you think you
could do that on the basis of your farm experience?—A. If I saw a valuation
put on it by somebody else, I think I could come pretty close to saying whether
it was a proper valuation or noct.

Q. They have a responsibility to put a value on a farm without seeing
someone else’s figures. You say they pay no attention to the assessed value?

The CHAIRMAN: Obviously, how could they. Surely you know it has no
relation to the actual value and that it varies in almost every municipality.
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By Mr. Johnson (Kindersley):

Q. That is something we can argue at a later stage. I was coming to the
statement that Mr. Chester made that appraising is not an exact science, and
if appraising is not an exact science, how can someone put an appraisal on land
in a western province and compare it with an appraisal in another province,
and say whether it is burned out, or heavy clay, or light clay, without having
technical knowledge of the soil of that area?—A. There are soil maps which
are available.

Q. They cover a range anywhere from 4 to 5 sections.—A. The maps we
see cover every section and quarter section, if you are referring to Saskatchewan.

Q. You base your assessment on the soil survey made by the university in
the province of Saskatchewan there?—A. No; it is part of the factors that are
considered, but only a part.

Q. What chart do your field men follow when assessing a quarter section in
Saskatchewan?—A. What do you mean?

Q. They must have some pattern to go by, some standardized form to fill
in on each quarter section that they are appraising.—A. I do not know what
you are referring to. When a man appraises a farm, if it is a quarter section,
he goes over it and takes a soil test in various parts of that quarter section,
and he makes notes as he goes along, and makes a report later.

Q. How many test holes does he put down in a quarter section?—A. Oh, it
would depend a great deal on the likelihood of a change in the soil conditions.
He would probably put down many if there are changed conditions.

Q. How deep would those test holes go?—A. They are only for the top
soil and subsoil; they would go down about a foot.

Q. In our area a lot of the factors which determine the productivity of
the soil are much deeper than a foot; but coming back to that same problem;
you have 123 on your staff, and one of the limitations might be that of the
area which the appraisers have to cover. Could you provide us with informa-
tion as to the area for which each appraiser is responsible and the name of
the appraiser responsible for these territories?—A. It is Saskatchewan, I
presume, that you are takling about?

Q. Yes.—A. We have five districts in Saskatchewan.

Q. What areas are they responsible for?—A. They follow the rivers; and

they follow other things. I have not got the diagram here. There are two

~ south of the Saskatchewan river and the Qu’Appelle river and there is one in

the northwest of Saskatchewan, the eastern boundary of which is slightly west
of Saskatoon; and there is a central area comprising northeastern Saskatchewan;
and then there is a central area between there and the Qu’Appelle river.

Q. Who are these assessors and what are their qualifications?

The CHAIRMAN: Excuse me. I have a private bill- which comes on at
5.00 o’clock in the house, and if you will excuse me I shall go now, but I will
come back for the meeting of the steering committee. Will Mr. Valois, the
vice-chairman, please take the chair while I am away?

Mr. Fraser (Peterborough): We are to carry on until 5.00 o’clock?

The CHAIRMAN: Yes,

Mr, MicHENER: Could we not adjourn at this time? We probably will not
finish with this witness today, and some of the rest of us want to be in the
House too,

The CHAIRMAN: The steering committee has a meeting at 5.00 o’clock.

Mr. MicHENER: They could come back here.

The CHarrmaN: This meeting will be adjourning at 5.00 o’clock anyway.

(Mr. Valois took the Chair).

Mr. chrmun I move that we adjourn now!
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Mr. JounsoN (Kindersley): I have one little question. Can Mr. Chester
provide us with a list of the names and qualifications of the appraisers in the
three western provinces? That is all.

Mr. Tucker: Mr. Chairman!

The ActiNG CHAIRMAN: The chairman has been calling the names of
members from a list, but I do not see any names on the list now.

Mr. ArRcUE: We have a motion to adjourn.

Mr. Tucker: I just wish to ask you a couple of questions and I would
extend that courtesy to any other member of the Opposition.

Mr. ARGUE: The member for Rosthern is always complaining.

Mr. TuckeRr: If ever there was a wailer in the House of Commons it is
the hon. member for Assiniboia. Everybody will bear me out that there is
no greater wailer and crier in the House of Commons than the member for
Assiniboia.

Mr. ARGUE: The member for Rosthern knows the rules, and he knows that
a motion to adjourn is not debatable. But instead of that he insists upon asking
questions. Put the question, Mr. Chairman.

Mr. Tucker: I said that I would extend the courtesy of asking a couple
of questions to any member of the Opposition. The hon. member for Assiniboia
has said there was no greater crier and whiner than myself in the House of
Commons. That shows how vindictive a man he is. There was no reason
for his making that statement.

The Acting CHAIRMAN: Will you please allow me?

Mr. Tucker: All I asked for was the indulgence of asking a couple of
questions. But the CCF party objected to my asking those questions and
insisted on an adjournment. If you want to put the motion to adjourn, that
is all.

The ActING CHAIRMAN: I am afraid that I am bound by the procedure
that a motion to adjourn is not debatable.

Mr. MicHENER: I moved that motion to adjourn on the basis that we would
not be finished with this witness today, but if Mr. Tucker thinks that he will
be able to finish in a couple of minutes, then I withdraw my motion.

Mr. TuckerR: I would ask the indulgence of the committee to ask a
couple of questions. The questions I wanted to ask were these: it may be that
Mr. Chester has not got the answers here, but I think he will be able to get
them. I wonder what the average appraised value was by provinces, during
the year ending March 31, 1955, and the loans actually made during that
period of the appraised value; the average appraised values by provinces, and
then the average loans by provinces during that period; and then I wondered
if this information had been given already; it may have been; but I wondered
if Mr. Chester could give us the number of loans by provinces that were over
$9,500 during that year. Those are the questions I wanted to ask.

The WITNEsS: The number of loans?

Mr. Tucker: Over $9,500 made during this period by provinces; and the
reason for the question is this: the maximum now is $10,000, and it is being
increased, and I wondered in how many cases you were approaching the limit
in each province.

The WiTnNEss: We will have to get that information for you.

The AcTiNG CHAIRMAN: I would like to ask the members of the committee
if they feel that they want to have the discussion which just took place deleted
from the record or left so that everybody will see it?

Mr. JoHNSTON (Bow River): No, not if you start to delete certain parts.
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The AcTING CHAIRMAN: I agree with you in principle.

Mr. JouNSTON (Bow River): I could not agree to it.

; Mr. ARGUE: I am not saying that the record should be changed, but if
I said anything offensive in respect to the member for Rosthern, I will be
- quite prepared to withdraw it.

The ActinG CHAIRMAN: I asked the question of the committee so that
we might have your answer.

Mr. Tucker: I was probably out of order because there was a motion to
adjourn, and I was asking for a chance to put a couple of questions, and there
was an argument whether that indulgence should be given to me. If it would
save the reporter a whole lot of work, and I doubt if he got down everything
that was said because there were two or three people talking at the same time;
but as far as I am concerned, he does not need to include it.

Mr. JOHNSTON (Bow River): No, let us keep the record as it stands.

Mr. CHARLTON: There is no motion for adjournment now.

The Acting CHAIRMAN: There was a motion, but it was withdrawn. The
discussion which took place was out of order at the time because we had a
motion for adjournment, but it was withdrawn later.

Mr. CHARLTON: The motion was never put. )

Mr. JouNsTON (Bow River): You never put it, Mr. Chairman. It was
never accepted by the chair.

Mr. Tucker: If you wish to argue a point of order, my understanding
is that somebody said the question was not put. But when such a motion
is made by a member of the committee it is not debatable. That is true.
It is not important that the chairman can avoid the rule by refusing to put
the motion. The moment that the motion is made, it is out of order and
I just asked for indulgence to present a couple of questions. Then my
honourable friend from Assiniboia made a few aspersions against me and I do
~ not care whether it is on the record or not.

Mr. QueLcH: Even if it is out of order statements appear on the record
as a rule.

Mr. CHARLTON: You will find a blank page in the report if you do not
put everything in. :

Mr. Frasegr (Peterborough): I move we adjourn.
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(Russell), Henderson, Hollingworth, Huffman, Hunter, Johnson (Kindersley),
Johnston (Bow River), Macdonnell (Greenwood), MacEachen, Pallett, Power
(Quebec South), Quelch, Robichaud, Valois and Weaver.

In attendance: Mr. J. C. Brodrick, Chairman, National Policy Committee,
and Dr. E. C. Hope, Economist; both of Canadian Federation of Agriculture;
and Messrs. F. L. Chester, Commissioner; E. O. Bertrand, Member; W. A.
Reeve, Secretary; and R. MclIntosh, Chief Accountant; all of the Canadian
Farm Loan Board.

On motion of Mr. Fraser (St. John’s East), seconded by Mr. Crestohl,

Resolved,—That Mr. Johnson (Kindersley) be substituted for Mr. Stewart
(Winnipeg North) on the Sub-committee on Agenda and Procedure.

The Committee proceeded with its consideration of Bill 84, An Act to
amend the Canadian Farm Loan Act.

The Chairman presented the First Report of the Sub-committee on Agenda
and Procedure, as follows:
Your Sub-committee met at 5.00 o’clock p.m. on March 27, 1956,
and agreed to recommend:

That the Committee meet at 11.00 o’clock a.m. and 3.30 o’clock

.p.m. on Tuesday, April 10th, and that at those meetings there be

heard representative organizations interested in the amendments to

the Canadian Farm Loan Act by Bill 84.

Your Sub-committee also met at 10.00 o’clock a.m. on April 10, 1956,
and agreed to recommend:

That representatives of the Canadian Federation of Agriculture
be heard by the Committee, and that the Committee receive briefs
from the following organizations:

Interprovincial Farm Union Council, Eastern Irrigation District,
Brooks, Alta., Lethbridge Central Feeders Association, Lethbridge,
Alta., Alberta Sugar Beet Growers, Lethbridge, Alta., and

That Mr. G. Wyndlow, who has stated that he wishes to appear,
be not heard by the Committee unless he is representing a repre-
sentative farm organization, it not being the practice of the Commit-
tee to hear individuals, an individual having his remedy through
his Member of Parliament.

Respectfully submitted.

The Chairman stated that, following the meeting of the Sub-committee
on March 27th, a press release had been made to the effect that on April 10th
the Committee would consider briefs from organizations interested in Bill 84,
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which the Committee might deem to be representative farmers’ organizations;
and that this release had been given wide publicity. Briefs had been received
from the organizations specified in the above report of the Sub-committee.

The First Report of the Sub-committee was adopted unanimously.

Mr. Brodrick was called; he read a brief from the Canadian Federation
of Agriculture, was questioned thereon, and was retired.
’

It was moved by Mr. Macdonnell (Greenwood), seconded by Mr. Crestohl,

That Committee sittings be held in the mornings only, this day and sub-
sequently, at the call of the Chair, until the Chairman again raises the question
of afternoon sittings.

The motion was carried: Yeas, 10; Nays, 5.
At 1.05 o’clock p.m., the Committee adjourned to the call of the Chair.

WEDNESDAY, April 11, 1956.

The Standing Committee on Banking and Commerce met at 11.00 o’clock
a.m. this day. The Chairman, Mr. John W. G. Hunter, presided.

Members present: Messrs. Argue, Balcom, Benidickson, Bennett (Grey

North), Bryson, Cameron (Nanaimo), Carrick, Charlton, Crestohl, Fleming,

Follwell, Fraser (Peterborough), Fraser (St. John’s East), Gour (Russell),
Hollingworth, Huffman, Hunter, Johnson (Kindersley), Johnston (Bow River),
Michener, Pallett, Philpott, Power (Quebec South), Quelch, Robichaud, St.
Laurent (Temiscouata), Tucker, Valois and Weaver.

In attendance: Dr. E. C. Hope, Economist, Canadian Federation of Agricul-
ture; and Messrs. F. L. Chester, Commissioner; E. O. Bertrand, Member; W. A.
Reeve, Secretary; and R. McIntosh, Chief Accountant; all of the Canadian
Farm Loan Board.

The Committee continued its consideration of Bill 84, An Act to amend
the Canadian Farm Loan Act. )

Dr. Hope was called; he spoke on the administration of the Canadian
Farm Loan Act and on long-term farm credit; and was questioned thereon.

At 1.08 o'clock p.m., the Committee adjourned until 11.00 o’clock on
Thursday, April 12, 1956.

Eric H. Jones,
Clerk of the Committee.
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EVIDENCE

AprIL 10, 1956,
11.00 a.m.

The CHAIRMAN: Gentlemen, there is a quorum here and I would suggest
that we commence our business.
I believe Mr. Fraser has a motion to make.

Mr. FRASER (St. John’s East): Yes, Mr. Chairman. I would like to move,
seconded by Mr. Crestohl, that. Mr. Johnson (Kindersley) be substituted for
Mr. Stewart (Winnipeg North) on the sub-committee on agenda and procedure.

Motion agreed to.

The CHAIRMAN: I declare Mr. Johnson as elected.

Pursuant to the appointment of the subcommittee on agenda and pro-
cedure, your subcommittee met at 5 o’clock p.m. on March 27, 1956, and as its
first report, agreed to recommend that the committee meet at 11 o’clock a.m. and
3.30 o’clock p.m. on Tuesday, April 10, and that at those meetings there be
heard representative organizations interested in the amendments to the Cana-
dian Farm Loan Act by Bill 84.

Pursuant to the recommendation of the steering committee that information
was given to the Canadian press and was published fairly broadly throughout
the country in the interested sections. I would ask for your approval of the
action of the subcommittee in making that recommendation.

Agreed.

Your subcommittee also met at 10 o’clock this morning and agreed to
recommend to this committee that representatives of the Canadian Federation
of Agriculture be heard by the committee, and that the committee receive
briefs from the following organizations: Interprovincial Farm Union Council;
Eastern Irrigation District, Brooks, Alberta; Lethbridge Central Feeders Associ-
ation Limited; and Alberta Sugar Beet Growers, Lethbridge, Alberta; and that
Mr. G. Wyndlow, who has stated that he wishes to appear, be not heard by the
committee unless he is representing a representative farm organization, it not
being the practice of the committee to hear individuals, an individual having
his remedy through his member of parliament.

May I ask for approval of the action of the subcommittee.

Agreed.

Mr. Brodrick, would you present your brief? Mr. Brodrick, Chairman of
the National Policy Committee of the Canadian Federation of Agriculture, will
present their brief to the committee. I would ask that he be allowed to present

his brief in toto, and then those who wish to ask questions later will please give
me their names.

Mr. ]. C. Brodrick, Chairman, National Policy Committee, Canadian Federation
of Agriculture, called.

The WiTNESs: Mr. Chairman, may I first say a word in explanation. We

-just a short time ago received notice that we were to appear before this com-

1mttee The'following is a statement on all farm credit in so far as the Cana-
dian ngeratlon of Agriculture is concerned. There has been a National Policy
Committee of our federation, consisting of six individuals from all across
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Canada, working on different problems and bringing out policy statements
to be approved at the annual meetings of the Canadian Federation of Agricul-
ture, This statement on farm credit received approval in January of this year
at the annual meeting in Hamilton.

Now, I am only going to read certain sections of this report, roughly to
the bottom of the first paragraph on page 9, and then there are recommenda-
tions dealing specifically with the Canadian Farm Loan Board. The statement
of the Federation is as follows:

A credit policy for Canadian agriculture should be designed to meet the
needs of three general classes of borrowers:

1. The established farmer, who carries on a reasonably efficient
farm operation.

2. The farmer who would become efficient except for lack of capital.

3. The young man starting in to farm.

In addition, natural disasters may place farmers from any of these general
categories in a position where they require special emergency credit to carry
them over the period of heavy loss.

Developing a sound farm credit policy to meet these needs requires
arriving at answers to two fundamental questions.

The first is—what is the probable future earning power of farm capital?

The second is—what are other special features of farming that affect the
type of credit needed?

The third is—what trends are developing in the available sources of farm
credit?

Earnings From Farm Capital Available for Loan Repayment

It is possible to make an estimate of the probable long time returns of
the farm operator for the total of his own labour, that of his unpaid family
help and for his management after allowing a modest interest return for the
capital invested in his farm.

The following tabulation shows for the 29 years, 1926 to 1954, the average
value of farm capital (real estate, livestock and machinery) per farm operator,
the average net income per farm operator and the returns to the operator after
allowing an interest return of 3} per cent on his capital.

Avr, value capital per farm (1926-54).................. $8,6301
Avr. net income per farm operator (1926-54)........... 1,2692
Less int. on avr, capital at 34 per cent................. 302
Avr. return to operator, for his labour and management

and wages of unpaid family help.................... 967
Avr. annual wage for hired farm labour (1926-54).... 7483

(Employee boards himself)

Avr. return to farm operator for his management and wages
of his unpaid family help—(29 per cent of hired
Y Y N e BRSO e 219

iTotal farm capital (real estate, livestock and machinery) as reported annually by the
D.B.S. divided by the average number of farm operators using census data and the Labour
Force Survey since 1945,

#Net farm income including supplementary payments as reported by the D.B.S. with interest
paid :x farm debt added back into net farm income—all divided by average number of farm
operators.

SAverage annual farm wage for males hired by the year without board; i.e, employee pays
his own board out of this wage.

Mo b ety and
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These figures require some comment. If it can be argued that the wage
of a hired man is at least a living wage then it is clear that over a long-term
period the farm operator has received a very modest figure for his management
and a relatively low return on his capital invested in the farm business.

This long-time low rate of return on capital invested in farming is the
hard core of the problem of financing agriculture, particularly the young
man starting to farm.

Special Features of Farming Affecting Farm Credit Problems

The amount of capital that a farmer needs to reach reasonable efficiency
varies at the present time from, perhaps, $16,000 to $50,000 or more. More-
over, earnings are usually seasonal.. The farmers’ need for credit of all kinds
—Ilong, intermediate and short, is, therefore, very considerable.

An important factor in the farm credit picture is the periodic necessity of
refinancing farms, whenever existing operators die, retire or move to other
farms or occupations. This is quite different from corporate businesses which,
once financed, need not be financed again except in case of dissolution or sale
of the company. The result is a constant need for large volumes of long-term
capital for financing farms, apart altogether from any expansion in the capital
employed in agriculture as a whole. It is this fact that provides a good part
of the justification for state loaning agencies in the farm credit field, which
will at all times be available as a dependable source of funds for farm financing.

No credit system can hope to cope with the extreme fluctuations in income
which have been experienced in the past, and it must be the task of organized
farmers to obtain greater security and stability of farm returns. Yet at best
considerable instability will remain. A sound farm credit policy will recognize
that whatever the current situation may be, farms are always bought for the
long pull. Also, farm credit institutions must avoid contributing to alternate
inflation and deflation of land values. Land appraisal practices take on great
importance in connection with farm credit, and deserve constant and careful
study and review.

Land is normally a non-depreciating asset, to be used by a farmer both
as a home and a place of business throughout his working lifetime and then
passed on. In view of the low average earning power of farm capital, mortgage
credit should be available which will extend the period of repayment, if
required, over the whole period during which a man farms.

Livestock represents a semi-permanent investment since it may be renewed
by reproduction. A sound farm credit policy will recognize as fully as possible
that livestock to a farmer is in the nature of a fairly long-term investment.

Farm machinery is subject to depreciation and obsolescence. Here again
however, the fact that farming is not a business yielding high returns on
capital must be recognized, and suitably lengthy periods for repayment should
be provided for.

The individual farmer has considerable need for informed advice on the
use of farm credit, and on sources of credit available. Also, a real problem is
created for the lender, who is faced with the task of trying to be closely
acquainted with the affairs and prospects of a very large number of individual,
and different, businesses. This accounts in part, no doubt, for the wide use
by farmers of local private credit. There is a clear need for the best possible
advisory and extension services in the field of credit and farm management.
In addition, some supervision by the Canadian Farm Loan Board should be
provided in some cases.
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The Young Man Starting in to Farm

Of the various classes of farm borrowers, it is the young man starting to
farm whose needs and problems are at the present time causing the most con-
cern. For the most part it is no longer possible to begin farming with home-
stead land and next to no capital. Mechanization of farming has considerably
increased both the size of the efficient farm unit, and the amount of capital
equipment needed to operate it. How, then, is a young man with little equity,
going to get started in farming on a basis that will hold out some hopes that

_he will be able to make a living?

An interesting picture of the measures now being taken to try and meet
this problem is provided in the forum findings of a National Farm Radio Forum
broadcast held in December, 1954, entitled “Getting Started”.

In answer to the question: “To what sources do young farmers in your
area look for credit when they are establishing their own farm?”, parents
headed the list by a wide margin (the VLA ran a close second but this source
of credit will presumably diminish in importance). Private loans were the
next most frequent source, and then the Canadian Farm Loan Board, banks
and farm improvement loans were important sources of credit. Junior farmer
loans in Ontario and Land Settlement Board loans in New Brunswick and Nova
Scotia were of considerable importance (as is the Quebec Farm Credit Act).
Credit unions ranked relatively low, their importance varying sharply, no
doubt, from area to area.

The second discussion questlon was: “How can a young farmer avoid
unduly heavy investments in land, livestock and equipment when he is getting
started.” This question, of course, gets to the bottom of the credit problem
for young farmers. Here there was a considerable variety of answers. The
most commonly mentioned solution was to rent farms, on the one hand, and on
the other hand to share the use of equipment with family and neighbours.
To start out on a small scale, and to buy second hand machinery were also
high on the list. Other methods mentioned, of lesser importance, were to
start raising livestock on shares; to use custom work; to buy machinery
co-operatively; to use horse-drawn equipment; to engage in very specialized
farming; to work for neighbours in return for use of their machinery. Although
parents were given in the first question as a major credit source, partnership
arrangements with parents placed very low on the list as a means of getting
started.

Since there is no point in a young man assuming more debt than he can
carry, the conclusion is inescapable that it is not possible to start farming
without having a very substantial equity. The difficulty of the situation is
illustrated by this example:

Suppose a young man were to wish to begin farming on a farm with
real estate worth $10,000, and with livestock and machinery (second hand),
worth $6,000. On the basis of long time returns on farm capital (3} per cent)
he could reasonably expect $560 for paying the interest and principal on a
loan in addition to a little better than hired man’s wages for his living expenses.

Under the present (January 1956) Canadian Farm Loan Board legislation
he could borrow $6,000 on the real estate. This would require an annual
payment of $435 for 25 years (7-25 per cent interest and principal). The
balance for further debt payment would amount to $125 ($560—$435). He

.could obtain a second mortgage from the Farm Loan Board of $1,000, which
‘would require annual payments of interest and principal averaging about $125

for 10 years. As his total capital requirements are $16,000, he would therefore
need to have a minimum equity at the start of not less than $9,000. For more
valuable farms, the problem rapidly increases in difficulty. These are calcula-
tions familiar to every young man looking around for a way to start farming.




=]

g e e PR S

R e

T

e ——
2 =

e s

P S P e b

BANKING AND COMMERCE 59

Answers of a more or less satisfactory nature are, of course, found to the
problem. In some cases sons inherit their fathers’ farms after helping run
them under a wide variety of more or less informal arrangements. In other
cases, young men start out in a modest way as tenants, under machinery-
sharing arrangements and so on.

Unless a deliberate decision is made, however, to provide the young farmer
with credit at lower interest rates than are required for regular loans to
established farmers, the requirements for a sound, government operated credit
policy to supply his needs are not greatly different from a sound farm credit
policy for farm lending in general. Various provinces (Quebec, Ontario,
Nova Scotia, New Brunswick) have special legislation for providing credit
to young men, in ways suited to the provinces’ special situations. On a
national basis, it is doubtful that any special lending plan or lending agency
is required to deal with men starting in to farm.

In this connection, it should be kept in mind that there is no point in
giving to the young farmer more credit than he can repay. It should also
be kept in mind that to give special low interest rates to young farmers may
be, in part, self-defeating because of the tendency such low rates would have
to increase the demand for farms and push up land values. The seller would
gain by this (and the seller, of course, should get a fair price for his land)
but the benefit of the especially low interest would not all accrue to the young
farmer, and would not, in the end, solve the problem of helping him get
established.

THE CANADIAN FARM LOAN BOARD

The Canadian Farm Loan Board makes first mortgage loans to farmers on
farm real estate at 5 per cent with provision for repayment up to 25 years.
On first mortgages it loans up to 60 per cent of the appraised value of the real
estate. It will also take second mortgages on the real estate, the loans to be
used for purchase of livestock and machinery, but its combined mortgages
must not exceed 70 per cent of the appraised value of the real estate alone.
The interest rate on second mortgages is 5} per cent and the maximum term
for repayment is 10 years. The Farm Loan Board provides only a relatively
small proportion of the mortgage credit in this country—perhaps 15 per cent
of the total. Its lending policies are conservative, and its own financial policies
are also very conservative. In a recent report the Auditor-General noted that
the Farm Loan Board is providing for reserves substantially in excess of the
requirements of the act under which it operates, and that nothing in the
accounts pointed to the necessity for such reserves. Because of its relatively
small volume of lending, its costs per loan are high. If the board were to dis-
continue setting aside its special provision for losses above the legal require-
ments, the interest rate could be reduced by } of 1 per cent. If further, its
present low volume of lending (less than $8 million in 1953-54) could be
doubled or better, lowered costs would, no doubt, compensate for a further
3 of 1 per cent reduction in the interest rate. The Canadian Farm Loan Board
is criticized also for its conservative policies, and for the allegedly excessive
length of time required to get a loan through. It utilizes no advisory com-
mittees, at local, provincial, or national level. It obtains funds for lending
from the Minister of Finance at current rates of interest. It should be possible
for the board to considerably reduce its costs per loan by following a more
aggressive policy of selling its services. It could also forego the accumulation
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of unnecessarily large financial reserves. Instead of taking the cream of the
mortgage business, this institution should perform its function of providing
credit at minimum cost wherever the loan is reasonably justified.

In view of the very serious difficulties and handicaps experienced by
farmers in the credit field, and keeping in mind the fact that history indicates
that farmers are seldom if ever privileged to earn both a fair wage for their
labour and a fair return on capital, it would not seem unreasonable to ask that
the Canadian government should assume the relatively modest costs of
administration of the Canadian Farm Loan Board program, and supply credit
at the cost to the board of borrowing funds, plus the cost of setting aside legal
reserves. In all, the board should be able to reduce its present rate of interest
by at least 1} per cent.

Though under such a policy as we have outlined, including elimination of
excessive reserves and more aggressive loaning policy, the board’s risk of
losses would be increased, it would be giving much better service, and losses
should remain small unless a serious farm depression occurred. It may be
presumed that the reason a government board was set up was in order that
it might assume a certain amount of this kind of risk. )

Under its present policies, the Canadian Farm Loan Board lends a maxi-
mum on first mortgages of $10,000. For persons with sufficient equity to
finance a larger loan, this maximum is too low in light of the size of the efficient
farm unit in many areas, and should, therefore, be increased to $20,000. With
proper amendment of the Farm Improvement Loan Act there would seem to
be little need for its special program of making second mortgage loans.

Also, where loans are relatively small, the ability of the farmer to make
mortgage payments during difficult periods by reducing his living standards
or by other emergency means is considerably increased. A maximum loan
of 60 per cent of the appraised value is fully justified for loans of the order of
$20,000. For smaller loans a farmer should be able to borrow a higher per-
centage ‘'of the appraised value, provided an assessment of his plans and his
personal capacities, indicates he is a realistic, efficient and responsible person.
It should, therefore, be possible to borrow up to 80 per cent of the appraised
value of the real estate on loans of up to $8,000. The size of the mortgage as
a percentage of the appraised value should be reduced progressively for larger
loans down to 60 per cent for loans, say, from $16,000 to $20,000.

At the present time the board will permit a mortgage to be paid off as
rapidly as the borrower wishes. However, it should also be provided that
payments could be made in excess of regular instalments in any year, these
payments to be available later to meet instalments in years when earnings of
the farm are down, This sort of flexible arrangement is very desirable in
view of the instability of agricultural prices and income.

One handicap under which the board is operating is its lack of close con-
tact with local conditions. It is strongly recommended that the board organize
a system of advisory committees, to be established by regions, whose members
are acquainted with farming conditions and the people in the region. Because
of their present very careful policies, the board understandably does not feel
the need for advisory committees. Somewhat more liberal lending policies,
and a heavier volume of loans, will make such committees a real asset to it,
however.

The board is at present under considerable criticism for the slowness with
which loans are processed. Although it is recognized that there are difficult
administrative problems connected with making farm mortgage loans, every-
thing possible should be done to speed up procedures. It seems likely that a
major source of delay is the time often consumed in satisfactory completion by
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the borrower of the complex application form. One suggestion is that this form
be completed at the time of the assessors visit, and with the assessors’ assistance,
thus avoiding much error and delay.

Now, gentlemen, will you please turn to the recommendations on page 13
of our printed statement, the third page from the back?

RECOMMENDATIONS

In the field of national farm credit policy, the Canadian Federation of
Agriculture recommends that:

1. Apart from a plan for emergency farm credit assistance, no new federal
institutions in the field of farm credit should be established, provided the need
for modification and improvement of present institutions and policies is met.

2. There is inadequate information available relative to the type, quantity,
sources and nature of all forms of farm credit and its distribution by provinces.
An annual survey of farm credit should be made and published by the federal
government in co-operation with the provinces in as complete form as possible.

3. Credit unions and other co-operative credit agencies are ideally suited
to giving a flexible and sympathetic lending service, and the possibilities for
increased service in this field should be carefully studied.

4. The Canadian Farm Loan Board policies should be changed to:

(a) Lengthen the repayment period of first mortgage loans to a maximum
of 40 years.

(b) Increase the maximum loan on first mortgages to $20,000.

(c¢) Change the present maximum percentage loan on the appraised value
of real estate to 80 per cent on loans up to $8,000, with graduated
reductions in this percentage down to 60 per cent for loans of from
$16,000 to $20,000.

(d) Reduce the interest rate charged on first mortgage loans from 5 per
cent to the cost of the money plus the legal reserve, leaving adminis-
trative costs to be borne by the government.

(e) Actively go out to get a greatly increased volume of farm mortgage
business.

(f) Set up regional advisory committees which could advise Farm Loan
Board officials with respect to loans.

(g) Speed up procedures in the making of loans.

(h) Farmers should be permitted to make advance repayments on their
indebtedness which could later be considered to apply in place of
payments which had to be missed due to loss of income.

(i) Ensure that where she is a bona-fide farm operator no distinction
should be made between women and men in considering them as
prospective borrowers.

(j) First motgages should be available on the security of land w1thout
buildings where a legitimate claim is established, but in such cases
these loans should, whatever the amount, be a maximum of 60
per cent of the appraised value of the real estate.

(k) Borrowers who are given loans to the value of from 70 to 80 per
cent of the appraised value of the real estate should be provided with
adequate supervision, if required.

The CHAIRMAN: Are there any questions? I believe Mr. Argue has some
questions to ask.

Mr. ARGUE: Mr. Chairman, I think Mr. Brodrick in presenting his brief to
the committee has indeed rendered a valuable service and I certainly welcome
the submission that he has placed before us. There are two criticisms which
this committee has heard and about which members have spoken—two main
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criticisms of the Canadian Farm Loan Board as now constituted, and I think
you made reference to both in the course of your presentation. I wonder
if you would care to make any comment on the statement that is made
repeatedly, namely that the appraisal of loans is too slow? Can you give us
some idea of the length of time you have found, from your own experience,
it takes from the time a farmer makes a formal application until he is in a
position to close the deal? It seems to me that this is a very important
matter, because I know from my own experience in relation to the purchasing
of land that the time element plays a very important part; if you do not close
a deal when the opportunity exists the opportunity may not occur for long.

The WrTnEss: That is a difficult question to answer because the experience
is quite varied. I would say that the extreme length of time, possibly, might
be up to six months, which is considerably too long. I quite agree—this is a
complaint we have heard all across Canada. I think I am safe in saying that
this is just too long a period. There certainly is a decided request from all
farmers across Canada that this period which elapses between the appraisal
and the actual granting of the loan should be shortened as much as possible.

Mr. ARGUE: You have said that a long period of time might be six months.
Have you any idea what the general length of waiting time is? Is it a couple
of months? I do not expect you to know the answer exactly.

The WiTNEss: I am sorry, I cannot answer that question. Professor Hope...

An Hon. MEMBER: On that point, Mr. Chairman. . .

Mr. ARGUE: I do not mind being interrupted, but if we are taking turns in
asking questions all around the circuit, then I would like to conclude. However,
if we are going back and forth—which I personally prefer—I would be quite
happy to give way for questions from other members.

The CHAIRMAN: We shall continue to take questions in order. Members
who wish to ask questions will please let me know.

Mr. ARGUE: You mentioned, Mr. Brodrick, that you had one suggestion as
to how the process of dealing with an application might be speeded up; I
believe you suggested that the application form might be simplified. I do not
wish to ask you too much on that particular aspect of the question, but could
you tell the committee how you feel the appraisal could be speeded up; what
is the trouble? Are the appraisals inefficient? Have they got the wrong instruc-
tions? What do they need to do in order to appraise a piece of land properly?
Do they have to wait until the snow goes off, for example, and is that one of
the reasons for the six months’ delay?

The WiTNEss: That is part of it. I think it is due to the lack of personnel
and, as we foresee, the Canadian Farm Loan Board increases its volume of
business, this is an operation in which the local advisory committees would fit in
and be of assistance in speeding up the appraisal service.

Mr. ARGUE: Have you some general idea from your own knowledge how
the appraisal is carried out? Can you tell the committee what an appraiser
does when he starts on a case from the time an application is made?

The WrTnNESs: Yes. I have got a loan on my own farm.

Mr. ARGUE: Does he take soil tests, for example?

The WiTness: Well, I can only speak in regard to my own specific case, and
probably this would be the best way to answer the question. In that particular
case it was the reeve of our own township who made the appraisal. This took
place, of course, a matter of some eight or ten years ago. The loan is paid off
now. The reeve of our township was the appraiser and it was just a matter
of local knowledge in that particular case.
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Mr. ARGUE: He just said, from his own general knowledge that the farm
was worth that loan. That was the appraisal, right there?

The WiTNESs: That was eight or ten years ago.

Mr. ARGUE: Was this particular man who carried out the appraisal an
employee of the Canadian Farm Loan Board or did he act on a part-time basis?

The WiTNESS: On a part-time basis.
Mr. ARGUE: Had he carried out a number of other similar jobs?
The WiTNEss: I imagine he did at that time.

Mr. ARGUE: Have you any idea what appraisers do in other parts of
Canada? What you have told us is from your own experience.

The WiTness: That is my own experience, and as far as I can guarantee.

Mr. ARGUE: If I may make a comment here, we were told the last time
we met that no consideration whatsoever was given to the municipal assess-
ment on a piece of land in making an appraisal. That was the statement. Since
I come from Saskatchewan, I had great difficulty in understanding it—

The CHAIRMAN: I do not think the statement was actually made in that
form, Mr. Argue.

Mr. ARGUE: I have the record here but I am not able to search it and con-
tinue to speak at the same time. I think what I have said is a fair interpreta-
tion of what was stated but if you wish to look at this copy of the record, Mr.
Chairman and look up exactly what was said I will, if necessary, amend any-
thing that I have said. - But, as I understand it, no consideration at all is given
to the municipal assessment and, as I say, coming from Saskatchewan I find
that a rather difficult thing to comprehend. In the province of Saskatchewan
we have what I consider to be a very excellent assessment system. It is not
something that came about with the particular government and party with
which I am associated; I had the privilege of attending some lectures by Dr.
Hope, and I believe at various times he made reference to the assessment system
in Saskatchewan, as did a number of other professors at the university, and we
were told, and it was explained to us, just what an excellent system we had
in that province. It was probably in existence long before I had the oppor-
tunity to learn about it. Dr. Hope could explain it here better than I could, but
it took into account such things as soil types, topography, stoniness, nearness
to markets, the general level of production in the area, the general grade of
grain produced, nearness to schools, and just about every factor that could
be taken into consideration in an assessment.

I would be the first to admit that you cannot appraise a farm for sale value
by taking the assessment, but at any given time—certainly in the province of
$as}catchewan—l think you could use the assessed value as a fairly general
indication of what the sale value would be at a particular time, and therefore
of what the appraised value would be. One usually does not like to refer to
definite cases—

Mr. CresTOHL: On a point of order, Mr. Chairman, is this a question period
or is Mr. Argue making an address or a statement?

The CHAIRMAN: At the moment it is a monologue. If you have a question,
Mr. Argue, I think you should put it to the witness.

Mr. ArGUE: Idid not think we were confined in a committee merely to asking
questions. It has never been so yet in any committee of which I have been a
member. I will not press the point, but I just wanted to explain some aspects
of the assessment system we have in the province of Saskatchewan.

Mr. CrestoHL: I do not mind if Mr. Argue wants to make a statement,
provided we can question him on that statement.
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Mr. ArRGUE: 1 would be happy to answer questions on any statement I might
make.

The CHAIRMAN: I do not think the committee will wish to follow that course.
Mr. ArGUE: I am about to conclude my remarks, Mr. Chairman.

Mr. MACDONNELL (Greenwood): May I say, Mr. Chairman that I think this
is very relevant. We have a difficult subject here, and I think a discussion
would help us all.

Mr. Carrick: I must say, Mr. Chairman, that I was puzzled by what Mr.
Argue has been saying. I have no objection to his making any statement he
wishes to this committee, but I think that if he wants to make a statement the
place to do it is in the witness box. Looking at the record as this matter stands
leaves one in a state of uncertainty; it is a question of procedure, Mr. Chairman,
and I was going to ask this: if we call witnesses, should we not try to get
information from the witnesses rather than give information ourselves on the
matter under discussion?

The CHAIRMAN: That is the whole point I am making. If you wish to give
evidence, Mr. Argue, apply to the committee and they will consider whether
you are a suitable witness. If the committee feels the evidence is sufficiently
valuable, they can grant the privilege of appearing as a witness. In the mean-
time, with due deference to you, Mr. Macdonnell, I do not think that Mr. Argue’s
statements are something which should be heard.

Mr. JOHNSTON (Bow River): I think we would be getting into a very difficult
position if we were to abide by the suggestion which has been made because
in effect, Mr. Chairman, you are saying now that no member of this committee
may express an opinion other than by means of asking a question of the
witness . ..

The CHAIRMAN: What I said...

Mr. JouNsTON (Bow River): You may say, Mr. Chairman, that I am not
interpreting your remarks quite accurately. But what is the difference between
expressing an opinion and developing an argument? Who is going to say where
an argument starts and where it stops? I think we would be getting into a
great deal of trouble here if we were to try to decide a question of this kind.

The CHAIRMAN: I think there is a great deal of difference, Mr. Johnston,
between a comment and a speech.

Mr. JounsTON (Bow River): How long does it take a comment to become
a speech? Who is going to decide? Will it be the chairman, or some of the
Liberal members or the committee?

The CHAIRMAN: The committee will decide if necessary. I am deciding
right now. If you are not prepared to accept my suggestion I will put it to the
committee.

Mr. JouNSTON (Bow River): I think that if we try to carry out the sugges-
tion that no member of the committee may express an opinion on these things
we should have a very definite ruling as to how long a question must be,
otherwise. ..

The CHAIRMAN: I am just trying to adhere to proper court procedure, as
the Privy Council does, until the case is presented, no decision is made.

Mr. JOHNSTON (Bow River): I am really referring not to yourself but to
some of the decisions made by members of this committee, Mr. Chairman.
I know you are perfectly fair and just.

The CHAIRMAN: We are wasting a lot of time on this, and Mr. Argue has
already stated that he is almost through.

Mr. ARGUE: I think I am correct in saying, Mr. Chairman, that the rules
governing discussion in committee are the rules covering discussion in the
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House of Commons. I have had some experience in these matters and I
think it is a fact that Beauchesne and the rules quoted by the other authorities
are rules which apply to discussion in committee. I do not, therefore, feel
that because statements are made by a member in committee they are out of
order, or should be considered as such. But, as I said, I am about ready to
conclude.

We might be able to develop this point a little further here if the com-
mittee were prepared to hear Dr. Hope at a later stage on this particular matter
and, indeed, on the whole credit field with which I know he is very conversant.
I think the statement made by the witness with regard to how the farm—
the farm on which he had the loan—was appraised is an excellent example
of one of the ways in which we might speed up appraisals.

The CHAIRMAN: This is one of the methods that has been used. It is one
that has been used already.

Mr. ArRGUE: But anyway, Mr. Chairman, if it is already in use—
The CHAIRMAN: The witness has stated it is something that happens.

Mr. ArcUE: All I am saying is that it is an indication of a method by
which we could reduce the period of these six-months appraisals. The witness
spoke of this one example, and he had only one example of a case in which
an assessment was made in short order.

Now I want to deal with the second general criticism that has been made
in parliament and in this committee, and that is that the appraisers have been
too conservative in making their appraisals. What would you say to that, and
can you give some idea of the extent to which their appraisals are too low?

The WiTNESS: I cannot answer that question truthfully. Possibly Dr. Hope
can do so.

The CHAIRMAN: Let us finish hearing this witness.
Mr. ArGUE: I will save that question for the time being.

Mr. MACDONNELL (Greenwood): I may say that Mr. Argue’s question is,
in my view, a relevant question and I hope we are not leaving it unanswered.

The CHAIRMAN: I understand that Dr. Hope will be called later.

Mr. ARGUE: You made a statement in your brief, Mr. Brodrick, that the
Canadian Farm Loan Board had followed a very careful policy. Could you
elaborate on that? It might be tied up with the appraisal and other factors
but I think the evidence that the amount of business done by the Canadian
Farm Loan Board was between 15 and 20 per cent of the farm mortgage
business certainly indicates that the policy of the board is quite conservative.
It is recommended in the brief that a more aggressive policy of extending
farm credit should be followed and that up to the present time the Canadian
Farm Loan Board has been taking the so-called “cream’” of the farm mortgage
business.

The WiTnNEss: We have stated here in the brief that in our opinion cer-
tainly a more aggressive policy of extending farm credit has to be followed,
and that up till the present time, in our opinion, the Canadian Farm Loan
Board has been taking the so-called “cream” of the farm mortgage business.

Mr. ArcUE: That was the next phrase I had in mind—the “cream” of the
lending business. I take it that it is your view that the Canadian Farm Loan
Board at the present time prefers to make loans to farmers who are in a
relatively good financial position, and at a relatively small risk?

The WiTNESS: I would say so, yes.

Mr. ARGUE: Would it be fair to say that in many instances—or in a
number of instances—loans are made to farmers who are now operating ful_ly
economic units—that they are made normally to people who might be called
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relatively large farmers in order that they may extend their operations still
further? I will tell you what I have in mind, it is something like this. ..

The CHAIRMAN: Those are pretty leading questions, are they not, Mr.
Argue?

Mr. ARGUE: Definitely, but I think they are important questions.

In your experience, Mr. Brodrick, and in the light of your statement that
the Canadian Farm Loan Board mostly takes the ‘“cream” of the lending
business, would you say that a man who is a relatively larger farmer—and on
the prairies a relatively large farm might extend to 1,000 acres—who ap-
proaches the board in a decent financial position, and having a clear title to
his land and a full line of equipment would be more likely to get a loan, say
of a few thousand dollars to buy some more land than a farmer with two or
three hundred acres of land who still owes half of the purchase price?

The Wirness: If I were in the lending business I think I would rather
lend to the type of person you mentioned first than to the other.

Mr. ArGUE: And that is what you mean by the phrase “taking the cream
of the business”?

The WiTnNess: Yes. I think the Canadian Farm Loan Board has been
operating largely in that field. In other words, they are taking the atitude
of the banks: lending money to a man who relatively does not need it, but
declining to lend money when he does need it.

Mr. MACDONNELL (Greenwood): Are loans being made to those who, in
all probability, could get them elsewhere?

The WirNess: That could be, yes, I will say so. The only advantage, of
course, lies in the interest rate, The interest charged by normal loan com-
panies for private individuals is inclined to be higher—roughly six per cent,

. I would say now.
Mr. ArGUE: I have not concluded.
Mr. Gour (Russell): I am not going to listen all the time—

Mr. ArGUE: I have the right to ask questions until my questions are com-
pleted. .

The CHAIRMAN: You have been quite a long time, Mr. Argue.

Mr. ARGUE: They tell me that Mr. Fleming asked questions for two and a
half hours in the estimates committee the other day, and I do not think mem-
bers should be too impatient.

The CHAIRMAN: I hope you are not going to follow that precedent.

Mr. ARGUE: Since we have been informed that the Canadian Farm Loan
Board in its general policy is taking the cream of the lending business and

* very often lending to farmers who could go elsewhere, is it your suggestion
that the policy of the Canadian Farm Loan Board should, in addition to paying
its way, have a social object in its policy, namely the establishment of economic
units, assistance to young farmers in purchasing equipment, provided they
hold certain equity, and so on? To put it in another way, what do you think
the general policy of the Canadian Farm Loan Board should be in order that
it might get away from this current policy of making loans to farmers who
could raise the money elsewhere?

The WiTnNess: May I say, sir, that in our consideration of this question
of farm loans and farm credit, in so far as the policy committee of the CFA
was concerned, although the individual was considered, we actually approached
this problem from the viewpoint of the industry as such and in the light of
what was considered an efficient farm credit policy by any lending agency,
whether it be the Canadian Farm Loan Board or any other. We were looking
at this from the point of view of the agriculture industry as a whole. - For
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instance, the question may be raised—and I hope it will be—with regard to the
period of repayment, and a suggestion that it be lengthened from 25 to 40
years. Some question might be involved there as to the ability of the individual
farmer to live that long; but we felt that in order to provide agriculture, as
an industry, with an efficient form of credit, this period was the maximum
length of repayment period necessary. We were not primarily considering the
individual within the industry. I realize, sir, that we may possibly have been
a little too “cold” with regard to the social issues, but we were trying to pro-
vide a flexible system of repayments, a longer period of repayment and lower
annual repayment rates so as to provide agriculture with what we considered
to be the necessary credit machinery.

Mr. ARGUE: Your suggested interest rate of three and a half per cent
assumes a three and a half per cent rate and a repayment period of 40 years.
What would that otherwise work out at—would it be five per cent?

The WrirNess: I am afraid I cannot answer that. .It is- a question of
economics; and I am not too fast with a pencil.

The CHAIRMAN: If the witness cannot answer . . .

The WrrNEss: I suppose it would be around five per cent.

Mr. ArRGUE: I would guess that just by looking at the figures. I may be
wrong. In your table on page 2—and this is my last question—you set out a
certain number of figures—the average capital per farm, and so on—and then
you take the interest on the average capital at three and a half per cent. What
I am driving at is this: assuming that the government accept your recommenda-
tions—and I only wish there was some real hope that they would—you would
get a repayment rate of approximately five per cent?

The WrrNess: That is right.

Mr. ArcuEe: Taking this case history, the five per cent would increase the
amount to $450, or something in that neighbourhood and further reduce the
return to the operator for his labour and management to a figure somewhere
in the neighbourhood of $800 per annum. My question is this: do you actually
think that a farmer can pay five per cent over a period of 40 years and still be
able to provide for his family, in return for his labour and management, and
income anywhere near to the general level of income derived by other Canadians
in other industries? Or, if the government should go this far, even with that
further assistance is it not likely that farm incomes would still be a good deal
less than the incomes derived from other businesses?

The WiTNEss: The question might be answered in this way: we approached
this as representing the barest minimum always. By that, I mean we felt that
the average farmer had to have at least this amount on which to live, and that
over a 30 year period the largest rate of interest he could afford to pay was
three and one half per cent.

Mr. ArcUE: So that even with this further assistance which you suggest,
in purchasing land, is it not correct that the farmer would have to accept a
lower general income than appertains in other industries in order to make
the payments? 3

The WirNess: That is quite right.

By Mr. Charlton:
Q. First of all, Mr. Chairman, I want to commend the federation for its
very splendid brief which Mr. Brodrick has presented.
According to the brief you have suggested that more use should be made
of local committees. Do you not think By the same token that there should be

more local inspectors instead of so many full time inspectors; that there should
72380—23
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be part time inspectors across the country who might be made more use of?—
A. We have had a look at the system set up for co-operative credit in the
United States and we thought that a portion of that system—in so far as the
advisory set-up was concerned, within that co-operative credit system in the
United States—might be used in the setting up of these local regional com-
mittees. I agree that possibly part time appraisers might be used to advantage.

Q. You have made no direct mention of the local inspector aspect?—A. No.

Q. You just mentioned local committees and I wondered if the inspectors
would not be of advantage to the farmer as well as to the board because it
would cost less money on a piece basis.—A. May I correct my former state-
ment; these local or advisory committees were considered as bodies to work
along with a permanent inspector.

Q. You mean to say that in your suggestion you intimate that the local
advisory committee would be in charge of the assessments for loan services?—
A. That is right, to work very closely with their appraisers.

Q. You included that in your suggestion?—A. Yes.

Q. I do not think it is quite clear just what you do mention. According to
your brief it is obvious that you do not agree that this board should be a profit-
making organization?—A. That is right.

Q. Which it obviously is when the income tax paid last year was $37,341.
Is it not a fictitious understanding that this board is supposed to be set up to
help farmers who find it difficult to get a loan any place else?—A. That is right.

Q. So it would naturally follow that these loans are not just the cream
off the top, and that the Canadian Farm Loan Board could not be expected to
make a good profit, and yet do the things it is supposed to do for the farmer?—
A. I think our recommendations are self-explanatory.

Q. On page 5 of your brief, Mr. Brodrick, in the last paragraph you say:

Under the present (January 1956) Canadian Farm Loan Board legis-
lation he could borrow $6,000 on the real estate. This would require an
annual payment of $435 for 25 years (7-25 per cent interest and
principal).

Does that make sense?—A. He could borrow $6,000 on a $10,000 farm or a
$10,000 investment.

Q. That is true. And the amount of repayment he would have to make
on his $6,000 loan you have figured at $435 for 25 years.—A. That is right.

Q.. And you mention in your paragraph 7-25-per cent interest.—A. That
is for amortised payments.

Q. Do you know how that figure is arrived at?—A. I would have to refer
to Mr. Hope."

Q. The total amount is four, eight, seven, five; and the loan is for $6,000
which would appear to be more than 7-25 per cent. However, I have no more
questions.

Mr. MACDONNELL (Greenwood): Might I make one preliminary observa-
tion, Mr. Chairman? I will not take more than 30 seconds.

The CHAIRMAN: You may.

Mr. MACDONNELL (Greenwood): What we are considering here is something
of the very greatest importance because it seems to indicate that we have in
farming a depressed industry. We should find out if that is a fair statement,
and if so it seems to me that this is a situation which should greatly concern
us all because 1 do not believe that a nation can go on being prosperous if
farming is depressed. At the present time it seems to be prosperous, but with
depressed farming, I do not think that can continue indefinitely. Now, my first
question is in regard to a matter which has already been discussed. I hope we
can get officials of the board to tell us how long it takes them to make an
inspection and to make a loan. I am not satisfied. If people say that it takes
weeks, then I want to know why. Why can’t it be done in days?
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If we need more inspectors, then we should have them. And I would like,
before this committee adjourns, to feel that we have a real answer. I may be
a little prejudiced against committees. Committees always frighten me a bit
because they always seem to me to like spending a lot of time. I would. be
more reassured if we could have some one individual who could be put on the
carpet if it takes longer than would seem reasonable. Now I want to ask one
question which may be difficult to answer.

At the top of page 2 we have a statement to this effect:

Average value capital per farm (1926 to 1954) $8,630.

Now if we turn over to page 3 we have a statement at the top of that
page which reads:

The amount of capital that a farmer needs to reach reasonable
efficiency varies at the present time from, perhaps, $16,000 to $50,000
or more.

As the negro-gentleman said “dem two figures don’t paralyse!” I do not
feel that I quite understand it when he said that the average capital value per
farm is $8,630 when on the next page he says ‘“the amount of capital that a
farmer needs to reach reasonable efficiency varies at the present time varies
from $16,000 to $50,000 or more”. Is that an average based on the totality of
the Canadian farms, including marginal farms?—A. That is right.

Q. It leaves me still perplexed.—A. May I answer just briefly in this way?

Q. Yes.—A. I realize that from 1926 until 1940 or 1941 the size of a farm
was fairly constant; the lack of mechanization was fairly constant, but in the
last ten years with the mechanization that has taken place the farms across
Canada have tended to become larger units in order to support that mechaniza-
tion, and they are now efficient operating units which has increased the value
to the $16,000 to $50,000 figures.

Q. Could you tell us about the sizes of farms and about conditions east and
west? T am only a city fellow and I do not know the answers.—A. Dr. Patter-
son made a survey in Ontario. He is head of the economic branch of the Depart-
ment of Agriculture, and he made a survey in Ontario of the average capital
investment on the farm and of the average size of the farms in Ontario, and
he said it is now roughly around $28,000.

Q. You say $28,0007—A. $28,000 and that is quite true.

Mr. Gour (Russell): Yes, that is true.

The WiTnNEss: In speaking for the west it is rather difficult as far as I am
concerned, but I think Mr. Bobier who is a member of our committee said that

in his opinion the average value would vary between $30,000 and $50,000 for
an efficient operating unit in the west.

By Mr. Argue:

Q. One is average and one is efficient. These things are not quite compar-
able.—A. That is right. But I cannot tie that in as far as the west is concerned.

By Mr. Macdonnell (Greenwood): :

Q. Perhaps we could have from the officials of the board, what their ap-'
proach to this is. It comes to me as a surprise that the board is regarded as a
profit-making operation. I thought the object of the board was public service,
and to make provisions for loans. The idea that it should be a profit-making
organization took me by surprise. Perhaps that is a question I might ask the
board of officials. i

The CHAIRMAN: Yes, Mr. Chester is still here. Perhaps we should finish with
this witness first.
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By Mr. Macdonnell (Greenwood):
Q. Very well, I shall leave that. Now may I just add one question; you say
on page 3:

An important factor in the farm credit picture is the periodic neces-
sity of refinancing farms, whenever existing operators die, retire or move
to other farms or occupations. This is quite different from corporate
businesses which, once financed, need not be financed again except in case
of dissolution or sale of the company.

Now, I find it hard to understand this. I realize the question that arises
when an operator dies, but with regard to the asset itself, would it not be true
to say that a well-managed farm should need less refinancing as an operation
than a plant which wears out, while the farm does not wear out if it is well
operated? Is there anything in that, and can that statement be explained, be-
cause I find it hard?

The CHARMAN: This is a statement made by the organization. You may
agree with it. Personally I think it is completely erroneous. I would have
thought that to say “a corporate business. .. once financed, need not be financed
again...”, is simply, in fact, a laugh.

By Mr. Macdonnell (Greenwood) :

Q. You and I are agreed on that, but I thought perhaps I was not doing
justice to this statement and I thought we might have an explanation of it
because I think it is a very important statement.—A. The question is that a
corporate business can be carried on regardless of the loss of the individuals
who are in that business; if it is a share capital business, it is carried on
regardless whether the shares are sold or the operator dies. But in so far as a
farm is concerned, it is usually owned by one individual and upon his death,
or upon the sale of that farm, there is a question of refinancing, complete
refinancing.

By Mr. Pallett:

Q. You mentioned Dr. Patterson. Did his survey not show that the average
farm in Ontario was refinanced every 20 years?—A. From 20 to 25 years. That
is correct. 3

Q. And that was a scientific estimation?—A. That is right.

By Mr. Macdonnell (Greenwood):
Q. It is quite true that when a man dies a problem arises with xegard to
* the carrying on of the farm, and my bet that is a different matter from
refinancing. You are not using the word refinancing in that sense; you are using
it in the sense of the change of ownership?

The CHaRMAN: It is really a re-purchase. ‘
. Mr. MAcDONNELL (Greenwood): Perhaps my question should not be pur-
sued, because we are not talking about the running down of the physical
assets at all.

The WiTnEss: No.

By Mr. Gour (Russell):

Q. You have said that you tried to be fair. You said that you got the
cream of the loans. But did you check up with the richest province, Ontario?
Did you check the farms in the province of Ontario which has the richest
farms of all Canada? Take the case of a young couple—I think they could be
considered the cream of farming. If you talk about the cream, I know some-
thing about farming and loans myself. A lot of people have money to lend
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to farmers provided they consider the loan is a safe one. I do not suggest
that they would get less return from a farm loan than from a comparable
investment elsewhere, but I want to be fair. Such people realize the dangers
and they will provide money quickly in appropriate cases. That is why I
want to establish the fact that in Ontario they lend money. Until 32 or 33
yvears ago we could talk about low rates. I find that the province of Ontario
makes loans at 4} per cent, not 3} per cent, and these farmers are well off.
Mr. PALLETT: No, it is 4 per cent.

Mr. Gour (Russell): I have proof in connection with 80 per cent of the
small loans that we do not lend in proportion with the assessment that we
make on the farm. I appreciate what you said a moment ago that it would
make more money for the farmers in Ontario because the farms are larger,
the wages are higher, the hours are shorter, and that they have larger farms
mechanized than they did about 40 years ago, and I think that is longer than
the average working life—A. Perhaps I should offer some explanation as to
the length of the term. We were approaching this thing from the industrial
standpoint and we thought that we should have annual payments kept in a
position where possibly we could assist the young farmer starting to farm, or
the efficient farmer, who through lack of capital cannot efficiently operate his
farm, in order to keep those annual payments down. We also accompanied
that with the flexible system of repayment, not necessarily confined to annual,
semi-annual or monthly repayments, or payments, but we did suggest that
there might be a repayment system set up whereby the farmer could in a
good year pay for three or four or five payments, and that could be applied to
those years in which he has a bad crop loss.

Q. I think that is a good thing.—A. I do not know if I have answered your
question, but we tried to approach this thing from an industrial point of view
rather than from an individual point of view.

Q. How about the length of time it takes? You said six months. I have had
some experience with this over twenty years ago and I can say that it takes
over two years from the province when the application comes from northern
points. Are efforts made to check up on the acreage of the farm? I think they
should have longer time. I think they should have more loans. The things
should be checked up and they should get a lawyer to do the job. There is
a six month’s delay. I don’t care what you say; I know what I am talking
about. I don’t want to bring the lawyers in because I think they are over-
worked; they should get more lawyers. There are not enough. The same
applies to the federal and provincial; the people do not make out the applica-
tions properly and it takes too long for the appraiser to come. This applies
under the Canadian farm loan and the Ontario farm loan. I do not mean in
the winter because you cannot appraise a farm in the winter. That is my
point. I think there should be a lower rate. They take the money they make
on the farm and buy a house in the city and do not pay the mortgage on

the farm. They buy a house in the city where they make more money than
they make on the farm. That is all. Thank you.

By Mr. Quelch:

Q. I also think that the federation of agriculture should be complimented
on presenting their lucid brief. I had underlined a number of passages and
a number of questions which I wanted to ask, but they have already been
asked, therefore I shall avoid repetition as much as possible.

I think any of us who have come into contact with this act will agree
wholeheartedly that the policy has been slow, and there has been too much
delay. I have often discussed this problem with farmers, and they said they
have taken out mortgages from the line mortgage companies rather than to
come to the Canadian Farm Loan Board because they thought there was too
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much red tape and that it took too long. Now I have a couple of points: on
the question of advisory committees, I take it that you have in mind a number
of men in a certain region being appointed as advisors, and that they would
actually advise on each application, where there is any guestion as to whether
the loan should be made or not.—A. Correct.

Q. Not merely on the policy but on the application.— A.That is right.

Q. And then on page 9 in the top paragraph, you have this to say:

It seems likely that a major source of delay is the time often con-
sumed in satisfactory completion by the borrower of the complex
application form. One suggestion is that this form be completed at the
time of the assessor’s visit, and with the assessor’s assistance, thus
avoiding much error and delay.

Actually you would be advocating two application forms, one, a very brief
and simple one which would be filed. when making the application, and at that
time the $10 would be paid, while the other complicated and longer, would be
brought by the assessor and at that time it would be signed by the farmer?—
A. Right. I would imagine that is the way it would work in practice.

Q. You have to have some kind of an application made before the asses-
sor?—A. Yes.

Q. Have you found a lot of delays caused by the forms being filled in
incorrectly?—A. Yes.

Q. I think this would probably be more true in western Canada than in
the east. Have you come in contact with any localities that have been black-
listed where it is practically impossible for a loan to be obtained?—A. No.

Q. There have been districts in western Canada. We will probably have
a chance to discuss that when the board is here.

By Mr. Crestohl:

. Q. Mr. Brodrick, I would like to refer for a moment to the figures you
quoted which, to me, are somewhat disturbing. Am I correct in assuming that
your figure of $967 represents the average return to an operator for his labour
and management for a whole year?—A. $967 plus $219.

Q. How does that compare with other countries?—A. Well, I would say
again I probably should refer this question to Doctor Hope. However, I would
say we on the average are probably fifth or sixth in income with other
countries.

Q. What do you mean by fifth or sixth? What are the average per year,
say, in the upper brackets of countries?—A. Of course, you must realize that
the average returns, for instance, in Great Britain on a subsidized agriculture
are entirely different from Canada. Also in Australia, South Africa, United
States; we are practically alone in that we are showing relatively nearer the
true net returns of agriculture than any other country in the world because all
of them are operating under subsidized systems.

Q. Do I understand your answer to convey the impression that in Canada
we are showing the best possible returns for an operator for his labour and
management than any other country in the world?—A. I am not saying the
best possible returns.

Q. Or the highest?>—A. No. Not the highest either. I am saying this—and
this is rather involved—that our system of support prices that are operating
in our whole agricultural policy—and I am talking of governmental agricultural
policy as of now in comparison with other countries in the world—is perhaps
the nearest to the free market.

Mr. ArGUE: Nearest to nothing.
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By Mr. Crestohl:
Q. Would you consider it reasonably satisfactory?—A. I do not want to
get involved in agricultural policy, sir. The answer is no.

Mr. ARGUE: Hear, hear.

By Mr. Crestohl:

Q. The answer is no because you quote those figures $967 and $219?—A.
That is part of the answer.

Q. The figures which you have established are an average over the past
29 years?—A. Yes.

Q. Can you tell us what those figures would be, for example, during
the past 5 years?—A. I think the average would be—again I would rather
refer this question to Dr. Hope. It is an estimate as far as I am concerned
and I hope you will consider it as such; but I would say the average would
be around perhaps $1,400 or $1,500.

Q. Could you get the figures for us?—A. Yes.

Q. Why did you just pick 29 years for the determining averages? Why
did you not pick 59 years? The average would be much lower if you had.—
A. Yes. p

Q. Why did you pick 29 years?—A. From 1925 to 1929, in the policy
committee’s estimation—and we discussed this thing in submitting a brief on
support prices and so on to the government last year and again this year—we
felt that 1926-29 gives the fairest picture of the relation of parity with agricul-
ture with respect to our economy. Since that time we have had the depression
—the dirty thirties—plus war, then post-war, and so actually, in order to
get what we considered a fair average in relating the best of our economy,
that is the reason we picked those particular 29 years.

Q. We were talking before about the making of loans. If you yourself
could imagine yourself in the position of making loans to farmers, would you
ask for greater or lesser security than what the Farm Loan Board is asking?—
A. Less.

Q. You would ask for less security?—A. Yes.

&. And you say that in all seriousness if you were a private lender of your
own funds?—A. Well, I would say that if it is looked upon as a long-term
investment; and I would say the records of the farmers, and in particular
the record of farmers on farm loans, has been exceedingly good over the
whole world—I am not speaking of Canada only. I do not think Canadian
farmers are entirely different from anyone else.

Q. If you would expect personally less security, do you also say with equal
frankness that you would ask for lower rates of interest?

Mr. ArcUE: I think it is assumed that the witness is frank; I think that
is assumed.

By Mr. Crestohl:

Q. The witness can answer for himself. He does not need your protection.
—A. I will take this one on; leave me be. Again I would have to refer you
to this, that agriculture is a special industry and has to be considered as such.
Generally speaking, agriculture across all the world is in the lower relationship
with other sections of the economy. So, if we are going to have an efficient
farm credit system we must consider agriculture in a special category, and
this suggested 34 per cent is the lower interest rate.

Q. My question was, if you personally, Mr. Brodrick, were a financier
and were lending money as your business; you said before you would ask
for less security than what the board requires now. That is clear. Is that
right?—A. May I clear that one up?
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Q. Yes.—A. If I was in the position of the Canadian Farm Loan Board,
I would.

Q. What do you mean if you were in the position of the Canadian Farm
Loan Board?—A. It is nonsense—if I may use the word—that a private investor
is going to go out and lend money for less interest.

Q. That is what I would like to have. We will draw the conclusions. I
would like a frank answer from you.—A. Is that frank enough?

Q. I still do not understand it. Apart from the glee that some gentleman
find in the work of this committee, in all frankness, today, if you were a
private lender of funds—we will make the comparisons and draw the conclu-
sions later when we are discussing it—would you ask for more or less security
than what the Farm Loan Board is asking now?—A. I would ask for more.

Q. And would you ask for more or less interest than the Canadian Farm
Loan Board is now asking?—A. I would ask for as much as I could get. That
is what money lenders usually do.

Mr. CREsSTOHL: Thank you very much.

By Mr. Bryson:

Q. Mr. Chairman, I have no fault to find with the findings in the main
brief; I think they are very well laid out. But I do find in the recommendations
that there are one or two questions which I would like to ask the witness.
First of all, in the brief he says that farmers need $15,000 to $16,000 for an
economic unit, and how do you reconcile the recommendation that $9,600
would be emough money? Sixty per cent of $16,000 figures out, according to
me, to $19,600. Now, if a man is going to get $16,000 would it not be better
that he should get all of the $16,000 from the one source? We have to stabilize
agriculture and I think the answer to Mr. Crestohl’s question possibly is that
private lenders are not interested in stabilizing agriculture, and they are.—
A. That is right.

Q. They are interested in stabilizing their own private interests.

The CHAIRMAN: Have you not misread that? I believe it was 60 per cent
of a value which would permit a loan of $16,000 to $20,000.

The WirNeEss: That is right.

By Mr, Bryson:

Q. I am sorry; I have read it wrong. The next question is: You have—
appraised—the situation very well when you say on page 3: “No credit
system can hope to cope with the extreme fluctuations in income? .......... 2
Yet, you have no recommendation that would seem to take care of that
situation. As I understand it the V.L.A. do, to some extent, take into con-
sideration the returns that would be available from a piece of land in maybe
one year and make reservations in the repayments for that.—A. It is our first
recommendation, in section 4 (a) of our recommendations to extend the
repayment period to 40 years as far as the Canadian Farm Loan Board is
concerned. There is another clause, clause (h) in our recommendations, on
the flexibility of repayment, allowing repayments to be made. The last re-
commendation is supervision of loans, clause (k), and that would indicate
possibly farm management supervision such as V.L.A. provides in cases where
required. ‘

Q. I would like to ask you why you did not recommend that the assess-
ment be used? Now, I say that because at one time I had some experience
with an assessor, taking him around, and I saw how he valued the land. They
take a shovel and look at the soil and so on. Land is sold largely in the fall
and in the spring. If it is sold in the fall when the snow comes the assessor’s
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hand is tied and the loan is held up for six months. The particular fellow I
went around with said that under ideal conditions six months would be an
average. If the assessment was taken into consideration it would remove a
great deal of delay within the winter months.—A. I know in Ontario assess-
ment values vary very greatly from county to county and from township to
township; it would be absolutely impossible as far as Ontario is concerned.

Q. That is the answer. I am not acquainted with it.—A. However, the
assessed value has some relationship to the sale value. You could possibly figure
that relationship, but not to take it as the true value.

Q. I did not mean that. I meant that his judgment would be based on
the assessment.—As far as Ontario is concerned as between counties one is
low and one high, and so on.

Q. In recommendation (j) you say: first mortgages should be available
on the security of land without buildings being taken into consideration. Now,
in the province of Saskatchewan that has applied in the case I pointed out.
—A. The Canadian Farm Loan Board?

Q. Yes. Buildings were not taken into consideration.—A. May I ask you,
sir, was that a question of a farmer who had buildings and was purchasing
another piece of land without buildings? In other words he was expanding
his operation?

Q. No. There were buildings on the land in each case.—A. That is different.
The reason that this recommendation is in is primarily because of the young
farmer who was willing to live with his father on his father’s farm, was going
to start on his own and was purchasing land possibly without buildings. It
is the policy of the Canadian Farm Loan Board at present that they will not
grant a loan on the land without buildings. He must live on it, in other words,
in order that a loan may be granted. It is also the case where, for instance,
a farmer as I mentioned previously through mechanization has to increase the
size of his farm; actually more buildings are a detriment in so far as that
particular case is concerned. He might wish, because of lack of capital
possibly, to place a mortgage on the whole farm to expand and could operate
more efficiently. Those are the two principle reasons why we are suggesting
that loans should be granted on land alone without buildings. v

By Mr. Carrick:

Q. Mr. Brodrick, I have just a couple of questions. You were asked some
questions about the length of time involved in getting a loan through. I know
you want to be fair, but the impression one gathers from your brief and from
what was said is that you think there is unnecessary delay on the part of the
Canadian Farm Loan Board. Mr. Chester was asked about that and he said, as
I recollect it, that as far as the Canadian Farm Loan Board was concerned
he does not think there is any unnecessary delay, but that there was delay in
completing transactions for reasons which did not lie within the control of
the board. Have you taken this up with the Canadian Farm Loan Board to
ascertain the causes for the assumed delay?—A. The committee had a discus-
sion with some officials of the Canadian Farm Loan Board a matter of a year
or so ago, and that was among the questions asked.

Q. You were not a member of that committee?—A. Yes.

Q. What were the delays that you learned of at that time that could have
been avoided?—A. Well, of course, in so far as the operation of the Canadian
Farm Loan Board is concerned, their story and the stories we sometimes get
from the farmers vary. I am not saying either one is right. I am not accusing
anyone, but I am saying this: that becguse of the need for legal assistance more
staff is, possibly, necessary within the Canadian Farm Loan Board itself.
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Q. But Mr. Chester states that legal work is done outside the farm loan
board?—A. But it is necessary in order to obtain a loan—is that correct?

Q. I am not familiar with the procedure, but I was taking Mr. Chester’s
statement at its face value.—A. That legal work has, of necessity, to be done—
the drawing up of mortgages and so on. Those are normal transactions in any
business.

Q. Has the farm loan board any control over the length of time that takes?
—A. I do not think they have. But should they have? That is the point.

Q. Well, I do not know. I am just asking.

By Mr. Macdonnell (Greenwood):

Q. You could change the solicitors. Would not that be an effective control?
—A. Several things could lead to delay—for instance, the speed or lack of
speed, with which the property has been assessed after the application was
made; possibly, also, incorrect information appearing on the application be-
cause of lack of understanding of what was required. All these things can
lead to delay; also you have to take into account that often the land is covered
with snow in the wintertime.

By Mr. Carrick:
Q. You would not blame the Canadian Farm Loan Board for that?—
A. No, but all these factors add up to delay, delay, delay.

Q. When you speak about this delay, you do not say it is necessarily due
to the fault of the Canadian Farm Loan Board?—A. It is due to a combination
of factors, not necessarily all due to the Canadian Farm Loan Board. But the
whole thing is this: that the amount of “red tape” considered necessary with
regard to an application for a loan from the Canadian Farm Loan Board
sometimes drives people away from the Farm Loan Board to the private loan
companies, even though the latter charge a higher rate of interest; and we do
not feel that that should be so.

Q. One other question: you were saying about the Canadian Farm Loan
Board that it was “taking the cream of the mortgage business”. Now, from
your contacts with the Canadian Farm Loan Board, have you any knowledge
of the applications which they received and which they rejected?—A. No, no
exact knowledge.

Q. When one speaks of “taking the cream of the business” one usually
thinks of taking the best business, the business that is most profitable?—
A. That is right.

Q. If you have no knowledge of the propositions which they have re-
jected, are you in a position to say they are taking the cream of the business?
—A. I presume you are a legal man, sir. I would say this: that from the fact that
the Canadian Farm Loan Board has only taken about 15 per cent of the farm
loan business and in view of the loss ratio which the board has suffered—it
has been almost nil; in fact the board is making profits—the conclusion could
be drawn that if they are not taking the cream it is near the top.

Q. You make the statement that they take the cream of the business
because they have made a profit and because their ratio of loss is small, only
15 per cent. Beyond that you do not make any serious assertion that they
are refusing business which they ought to take?—A. No. It is a combination
of factors, sir. This factor of delay is one thing which makes farmers hesitate
to use the services of the Canadian Farm Loan Board. That as I say, is one
factor and it is possibly among the mpst important. The question of this
rather involved form of application is another.

'
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Q. What has that got to do with “the cream of the business” we are
talking about?—A. Well, it all tends to drive the farmer away from the
Canadian Farm Loan Board.

Q. I have a little difficulty in following you.—A. I think, sir, you have to
understand the farmer’s approach to this particular problem of farm credit.
I think we all have to realize this, that there has always been a hesitancy on
the part of most farmers to use existing sources of credit such as the banks.
Farmers hesitate even to apply for credit money and anything that stands
in their way—although they may need the money—tends to drive them in
the direction of the easiest door to which they can find entrance. It is just
part of a farmer’s make-up.

Q. Reverting again to this assertion that the board takes the cream of
the business—you are not asserting or implying that the Canadian Farm Loan
Board refuses business which they ought to be taking?—A. No, I do not think
they actually refuse business.

By Mr. Fraser (Peterborough):

Q. I have one or two questions which I would like to ask. On page 6 of
the brief it says:

“In this connection, it should be kept in mind that to give special
low interest rates to young farmers may be, in part, self defeating
because of the tendency such low rates would have to increase the
demand for farms and push up land values.”

Now, in the recommendations in paragraph 4 (a) you say the length of
the repayment period should be extended to 40 years. Does not one proposi-
tion contradict the other?—A. We are recommending no special concessions
at all to young farmers in this particular brief. We are recommending a gen-
eral policy for all farmers which, we think, would be of benefit to the entire
industry.

Q. Still, you would give a young farmer 40 years in which to repay?—
A. Oh yes.

Q. You mentioned some time ago that the “red tape” of the form was
driving people away from farm board loans to other sources of money. Do
you mean by that that you think, or feel, that the Canadian Farm Loan Board
has too much “red tape” connected with the application?—A. Let me put it
this way: I think I am right in stating that the majority of farm credit is held
by local individuals, retired farmers and people of that sort—local gentlemen
who know the details of the individuals and of the particular transactions in
which they are engaged. They are thought of in terms of “old Bob down the
road” and it is easier for a farmer to borrow money from a source of credit
of this kind, although he may have to pay a little more for it. A farmer just
goes along and talks with an individual who says: “Okay, I agree to lend
you so much money.” On the other hand you have this rather involved form
of application presented by the Canadian Farm Loan Board wanting to know
how many fillings you have in your teeth, and so on, and whether they are
gold or silver.

Q. You mentioned that the farmer has an objection to things of that sort;
would you not say that the average individual, no matter whether he is a
farmer or not, would have a similar reaction?—A. I cannot answer that because
I am not an average individual; I happen to be a farmer. I say I don’t like it.
The average individual can answer for himself. '

Q. That is a really good answer.

I have just one other question, You mentioned that on account of “red
tape” and one thing and another a farmer might prefer to go to a private indi-
vidual, such as a retired farmer, in order to raise a loan even though he would
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have to pay a little more. Is not that source drying up now owing to the fact
that the majority of these retired farmers are putting their money in stocks,
common or preferred?—A. That might have happened quite recently, sir, but
I will say that up until the past three or four years—

Q. That is what I mean—in the last four or five years?—A. I cannot answer
that question accurately sir. It would only be a guess.

Q. That is all.

By Mr. Huffman:

Q. I would like to refer to page 6 and make an observation, Mr. Chair-
man. It is stated on page 6:

It should also be kept in mind that to give special low interest rates
to young farmers may be, in part, self-defeating because of the tendency
such low rates would have to increase the demands for farms and push
up land values.

Then, on the following page, you suggest that if the Canadian Farm Loan
Board were to extend its operation the board should be able to reduce its
present interest by at least one and a half per cent.

Then again, in your recommendation at paragraph 4 (d) you say this:

Reduce the interest rate charged on first mortgage loans from five
per cent to the cost of the money plus the legal reserve, leaving admi-
nistration costs to be borne by the government.

I was just wondering what you consider to be of more importance to
the borrower—the reduction of the interest rate or the observation which you
make here that if the interest rate were reduced appreciably no great benefit
would result, on account of the increased land values.—A. I think we are
taking two things into consideration there. I think I tried earlier to explain
what we had in mind in paragraph 6, which refers to young farmers. We are
making no special recommendation here insofar as the young farmer starting
to farm is concerned. The whole thing is based on the ability of farmers to
repay. We have tried to show that the average interest on capital is roughly
around three and a half per cent across Canada. I think, with regard to the
other interest rates mentioned on page 7 of our statement, we say:

In all, the board should be able to reduce its present rate of interest
by at least one and a half per cent.

This would bring the rate of interest down to, roughly, three and a half
per cent.

With regard to the recommendation made in subparagraph (d) I think the
explanation has been given in the paragraph just referred to. We surmise that
by a more aggressive loan policy on the part of the Canadian Farm Loan Board
and by the government absorbing the cost of administration it would be possible
to reduce the present interest rate from five per cent by one and a half per cent
to three and a half per cent.

Q. There is one other question I would like to ask:, was there a period,
recently, when agriculture returns were, in terms of percentage, ahead of
industry and labour—on the basis of 1925-1929?—A. No. I think the figure
might have been slightly above the average in 1951. Mr. Hope would have to

- answer that question; I am sorry that we cannot, apparently, call him in. But

I think it was in 1951 and only in that year that the agricultural rates achieved
parity.

The CHAIRMAN: Gentlemen, there is another meeting set for 3.30 this after-
noon, and Mr. Macdonnell has a few remarks to make on this.

Mr., MACDONNELL (Greenwood): Thank you, Mr. Chairman, I would like
to raise a question which I raised at the steering committee but did not press at
that time. Is it necessary at this early stage of our committee meetings to sit
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twice a day? I would urge that it is not necessary, particularly while the budget
debate is on. We could, perhaps, defer holding afternoon sessions without
taking up the time of the committee in a long discussion, and in order to sound
out the feeling of members I propose to move to that effect.

I feel, myself, that attendance in the House of Commons during the budget
debate is something which I, personally, feel desirable; I suppose I had better
be honest and tell the committee that I think my own leader is speaking this
afternoon and that I should like to be there on that occasion. Also, I believe,
Dr. Hope lives in Ottawa and I imagine he would not be too greatly incon-
venienced by attending on another occasion.

I therefore move that the committee do not sit this afternoon or, let me put
it this way:

I move that committee sittings be held only in the morning today,
and until the chairman brings the matter to the notice of the committee
again. )

This would be done according to your own judgment, Mr. Chairman, if you
felt we were lagging behind and the pressure of business justified it. '

The CHAIRMAN: I feel that right now, of course, but members of the
committee have heard the motion. Is there any seconder? 7

Mr. CresTOHL: I think the request is very logical and I would be pleased
to second the motion.

Mr. Carrick: May I ask whether the committee is through qustioning Mr.
Brodrick as a witness?

The CHAIRMAN: There are no further questions on my list.

Mr. Barcom: Could we ask additional questions if we sit this afternoon?

Mr. ARGUE: I can understand the need to speed things up as much as pos-
sible as I can see some need for holding two meetings today, let us say, and
two meetings on Thursday if the committee’s sittings are to be confined to
Tuesdays and Thursdays. I am going to support the motion, but I can also say

that as far as I am concerned I think the committee could meet on a Monday
and also on a Friday.

The CHAIRMAN: Except for this fact—that there are a great many members

. of the committee who are away on Mondays and Fridays.

Mr. ARGUE: We might reduce the quorum and so adjust the matter.

The CHAIRMAN: There are no further questions down here, but we are not
gxactly through with the witness. I think it is time we moved on with this bill;
if we do no get it through the House of Commons and into the Senate we will
not get it into operation this year.

: Mr: HENDERSON: We should remember that Dr. Hope has come up here to
give evidence and that we have set the hearing for today. There are probably
others who are involved, and I think it is unfair that they should be asked to
stay over. :

Mr. CHARLTON: I think it was understood that Mr. Brodrick would not be
asked any further questions and that Dr. Hope would carry on.

The CHAIRMAN: I may say that Mr. Brodrick’s home is in St. Catharines.

‘Mr. QueLcH: If the witness lives outside of Ottawa and would have to
come back, then we should have a meeting this afternoon.

Mr. CHARLTON: I think it was understood that Mr. Brodrick was not to be
asked any more questions and that Dr. Hope would carry on.

; 'I:he CHAI'RJM.AN: Unless anyone else has any further questions—Mr. Bro-
drick’s home is in St. Catharines. Dr. Hope, I believe, lives here.

Mr. CrRESTOHL: Could we not sit tomorrow morning?
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The CHAIRMAN: Yes, but let us sit today and get the bill through so it
can get into force. It is “stall”, “stall”, “stall”, all the time. We want to
get the bill through the House of Commons and into the Senate so it can be
implemented, and so that the people can borrow money.

Mr. ARGUE: And we want to get a better bill. This bill is not good enough.

The CHAIRMAN: I know you do. Mr. Argue is not going to get a better bill.

Mr. ARGUE: Then no one will get a better bill. That is just more insolence.

Mr. Carrick: I think we ought to consider the convenience of the witnesses
as well as the convenience of the members of the committee.

Mr. ARGUE: There is a good explanation now of why the chairman did
not want witnesses heard at all.

The CHAIRMAN: You get them here and then you do not want to hear them.

Mr. CHARLTON: Are there any other witnesses from outside of the city
to be heard today?

The CHAIRMAN: As far as I know there are none.

Mr. HOoLLINGWORTH: Perhaps you would ask the committee if anyone else
wants to question the witness, and, if not, I would be willing to wait until
tomorrow. Otherwise we should sit this afternoon.

The CHAIRMAN: If anyone wants to ask any more questions of the witness,
the witness is here. I do not want any more suggestions that we are stifling
examinations of witnesses and that we do not want to hear representatives
from agriculture. Does anyone want to question this witness?

Mr. MACDONNELL (Greenwood): I imagine Mr. Brodrick would not think
it unreasonable, if there were a dozen of us whose convenience would be
helped by not sitting this afternoon, and perhaps we could sit right on now.

Mr. ARGUE: The question.

The CHAIRMAN: You have heard the motion. The motion is that we do not
sit this afternoon, and that the next meeting be held at the call of the chair.

All those in favour?

Mr. CARrrIcK: Is the motion that we do not sit this afternoon?

Mr. ARGUE: Could that motion be read?

Mr. MACEACHEN: Is it clear that Mr. Broderick is finished?

The CHAIRMAN: That is my understanding. The motion is that we do not
sit this afternoon, and, as I understand it, that the next meeting will be at the
call of the chair,

All those in favour of the motion?

Agreed.

The CHAIRMAN: I declare the motion carried.

AprIL 11, 1956,
11.00 a.m.

The CHAIRMAN: Gentlemen, we have a quorum and I suggest we begin.

The first witness who will be appearing before you today is Dr. Hope, the
Economist of the Canadian Federation of Agriculture. I will ask Dr. Hope to
come forward now and give his views. Immediately afterwards, he will be
available for questioning by members of the committee. If members have
questions to ask I would appreciate it if they would reserve their questions
until Dr. Hope's preliminary work is done; perhaps they would also indicate
their names to me and I will keep a list in order of their requests.
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* Dr. E. C. Hope, Economist, Canadian Federation of Agriculture, called.

The WrITNESS: Mr. Chairman and gentlemen, I consider it a privilege to
be here today to add what I can to the remarks Mr. Brodrick made yesterday
on behalf of the Canadian Federation of Agriculture on this very important
subject of long term farm credit.

I think I might begin by answering a couple of questions which were put
to Mr. Brodrick yesterday and to which he did not have the answer at that
time. One question put to him was this: why do we take the period 1926-1954
as a basis for our analysis of probable long term net earnings of agriculture in
Canada? 1 did the work, so I guess I can answer the question. The Depart-
ment of Agriculture—or rather the D.B.S.—publishes net income figures for
Canadian farms only with regard to the period since 1926, and therefore we

"took the longest possible period we could, namely the period from 1926 to date.

We had no other motive than that of seeing the long term result of farming
in Canada. 1954 was the last year for which official figures are available for
Canadian agriculture.

The next question asked was what would the net income situation be—or
the net earnings picture—for the last five years? Using the same method of
calculation as appears in the table in our brief, I worked out yesterday after-
noon that for the five years 1950-1954 inclusive the average farm operator
would receive 33 per cent on his average capital, and the average capital for
that period reported by D.B.S. worked out to $15,457. I may say, of course,
that D.B.S. does not work out the average per farm. They give the total figure
and we have to divide that by the estimated number of farms in Canada. That
is how we get the figure of $15,457 as the average farm capital for that period.
In addition to the 3} per cent earned on that investment the farmer received
hired hand’s wages, which for that period amounted to $1,391, plus a bonus,
as it were, of 68 per cent above that. Members of the committee will recall that*
the table in the brief showed that over a long period the farmer apparently
received a 3} per cent return on his average farm capital, hired man’s wages for
his own work and an average bonus of 30 per cent more than a hired man’s
wages. For the five years I have been quoting, that bonus was 68 per cent. I
might add also, Mr. Chairman, that I believe the five year period from 1950-
1954 is probably, on the average, one of the best periods. So in one of the best
periods, the farmer has received this return on his investment: hired man’s
wages plus 68 per cent, which also covers returns for labour from hls family
who help with the work, because family help is not included.

There may be other questions, the answers to which Mr. Brodrick was
not clear on and which I have forgotten. However, some member of the
committee may raise them, in which case I will attempt to answer. The
questions I save answered, Mr. Chairman, are the two I picked out.

The CHAIRMAN: Mr. Johnson, you had a question to ask.

By Mr. Johnson (Kindersley):

Q. Dr. Hope, do you feel that in the Canadian economy at the present
time while we are in a period of population transition, and when in many
cases sons are taking over their fathers’ farms, there is a need for specific
consideration being given to establishing young farmers in Canada agricul-
ture?—A. Yes, I'think there is. It is not so much that we need it any more
now than, say, 20 years ago; we have always needed it, and this transition is
always taking place, but I think the difficulties of making the switch today
are greater than they used to be. I refer now to a time some years ago when
this country was in horse farming. A young man could start farming by buying

a team of horses and some horse equipment, and it was not a very expensive
72380—3
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process. He might even buy four horses with the usual equipment, and then
he could start farming. Today he cannot start by getting a team of horses:
he has to buy a small tractor which represents quite an investment—this
power machinery is more expensive, relative to the work it will do, than ma-
chines worked by horses. In addition, he can no longer keep his machines
moving by raising oats and hay as he used to do. A farmer used to “raise
his gasoline” but now he has to get credit for gas and power repairs. Thus
he finds himself in the kind of economy where more initial capital is required
to get started. This does not, of course, necessarily represent long term loans
alone, but it does involve intermediate loans, and it all represents capital.
Then again, operating expenses are greater than they were. A farmer today
should fertilize his land; he did not 30 years ago. That means either raising
a loan with which to buy fertilizer, or credit from the dealer. It is, you will
see, a cash economy in which a man is starting out, and thus it presents
more difficulties than it did in the past.

We investigated this problem because we realized from letters received
in our office and statements made at our conferences and meetings across
Canada that the demand for measures to help a young man get established is
increasing.

Q. Recognizing that need, Dr. Hope, does the present Canadian Farm
Loan legislation give any assistance to young farmers, and what suggestions
would you have on behalf of the Federation for improving the Canadian Farm
Loan Board, possibly on the basis of what they are doing in other countries
toward the satisfaction of that need?—A. I would not be surprised if the
Canadian Farm Loan Board today does help a certain number of young farm-
ers to get established. We have, of course, no record from the annual reports.

Q. But the conservative policy which Mr. Brodrick drew attention to....

Mr. FLEMING: Be careful with that word “conservative”.

By Mr. Johnson (Kindersley):

Q. I put quotation marks on that. Dr. Hope, do you not think that the
policy to which Mr. Brodrick drew attention would work with disadvantage
against a newly established farmer?—A. Oh yes, because most borrowers in
agriculture tend to be over-optimistic and probably most lenders tend to be
over-pessimistic. That is fairly typical, and people who have made studies of
this problem in the United States have found that the biggest trouble facing
those who start out farming is that they often assume too heavy an annual
charge. The present Canadian Farm Loan Board charges a rate of 5 per
cent which, amortized, comes to 7} per cent, which is a fairly heavy annual
charge, and from what we can see, as we analyzed it in our brief, the younger
man in such a set-up requires a very high amount of capital, perhaps $6,000
or $7,000 in order to get started because this is 5 per cent on a 25 year term.

We therefore tried to work out a plan whereby any young man who had,
say, $4,000, could start. I admit we tried to get it down to that figure. We, in
the Federation of Agriculture, do not think that young men in agriculture
should have something handed to them—we do feel that they have got to prove
themselves, and one of the ways of proving themselves is to save some money.
At least the father should realize that the boy is helping on the farm and give
him an equity or something. With around $4,000 initial capital, if the farm
loan period were lengthened to 40 years, and the interest rate lowered, then
we believe that a young fellow with about $4,000 could start. That is quite a
sum of money, even today, $4,000, unless you are in industry; and with a young
fellow working at farm wages it would take some years to accumulate $4,000.
In six or seven years he could just about do it. That fact has been recognized
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throughout the world in the last ten to fifteen years, in practically all countries
—in every country I have looked at; they have been lengthening the terms of
long-term mortgages, from 25 now, up to 40 years; and the Quebec Farm Loan
Act has 39 years. The Farm Credit Administration in the United States has 33
years terms.

There is a special branch of lending down there called the Farm Home
Administration, and it provides a 40 year loan. The purpose is to reduce the
annual payments so that he will require less equity to start. I cannot see that
it makes the loan any weaker particularly, by doing it.

A question was raised yesterday about security and interest rates when a
retired farmer lends money to a neighbour—and, by the way, in Canada about
one half of the farms are financed that way. It is a risky proposition because
the loan is to one farmer, with one type of farming, in one district, and the
rates are high, from 6 to 6% per cent. The Canadian Farm Loan Board lends
on all types of farming in all the provinces, to average farmers of all grades.
Therefore I suggest that the risk venture of the Canadian Farm Loan Board is
far less risky than any individual lending to a farmer, to a single farmer,
because the security of the entire agricultural economy should be and is behind
the system.

Therefore that is why we feel that the rate should be lower than five per
cent, if you have any faith at all in agriculture, in total, from coast to coast in
the different provinces and in different types of farming. Now to continue
along a line that was discussed yesterday. The Farm Economics branch of the
Ontario Department of Agriculture made a very complete survey of mortgage
indebtedness in eight counties of Ontario, and they published their report a few
years ago. This report deals with eight counties scattered right across Ontario.
They made a very methodical search of the titles and the mortgages on those
farms from 1900 to 1950. There were 733 farms. I shall just quote two things
of interest.

They found that out of 733 farms in Ontario, this sample, 8 per cent of
those farms were always mortgaged for fifty years and were never free. They
found that 14 per cent were mortgaged from 41 to 48 years; 14 per cent were
mortgaged from 33 to 40 years; 17 per cent were mortgaged from 25 to 32
years; 16 per cent were mortgaged from 17 to 24 years; 13 per cent were mort-
gaged from 9 to 16 years; 12 per cent were mortgaged from 1 to 8 years, an
only 6 per cent were never mortgaged. -

Moreover, they found that 50 per cent of the mortgages given in those 50
years came from individuals who were not the sellers of the farms, while 33
per cent came from sellers of the farms, that is the men who sold the farms
and quit farming. Nine per cent came from loan companies and institutions;
4 per cent came from family mortgages; 3 per cent came from governments, and

1 per cent came from the Veteran’s Land Act, and the soldiers settlement.

Institutions have virtually withdrawn from the mortgage field in Canada.
For different reasons, they have withdrawn. Now we have to realize farmers
can only borrow from individuals and the Canadian Farm Loan Board, and in
the province of Quebec they also have the Quebec Provincial Farm Loan Board;
and in Nova Scotia they have a provincial board; but apparently the farmers in
Nova Scotia are not particularly satisfied with their provincial Farm Loan
Board, because they have only last month appointed a Royal Commission to
investigate the farm mortgage situation, or something like that—in the province
of Nova Scotia.

: Therefore, coming back to the young man again; this problem is going to
increase and not decrease, because agriculture is not yet fully mechanized. In
some provinces like Quebec and New Brunswick where they are not yet very
highly mechanized, but they will eventually become more mechanized, and
there will be more difficulty in getting sufficient capital to start. It will require
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more capital than now. The operating costs will need more cash as time goes
on, and we will have more complaints of young men not able to get started.

We approached this and said, “what can we do about it?” Some people
advocate supervised loans, and we looked at that pretty carefully. But we
recognize the fact that the supervised loan is costly. The Soldier Settlement
Board supervises, probably, three-quarters of the loans in all. I imagine that
if we looked at the cost of that supervision we would find that it is quite costly
for the taxpayers of Canada. However they are doing a good job.

The Farm Home Administration in the United States, which I talked about
for a moment, lends money to farmers, to young men and to older farmers,
who are not in a credit position to borrow from any other agency, either a
private institution or from the Farm Credit Administration; they are not
eligible; and the Farm Home Improvement Association then, or system, will
lend up to 100 per cent of the appraised value of those farms at 4 per cent
for 40 year terms.

Every county has an administrator and three farmers who form an advisory
committee to the administrator. Their funds come directly from the United
States Treasury each year by a straight direct grant. All those loans are super-
vised by highly trained individuals, men fully qualified, men experienced in
farming and experienced in farm management and home planning, because,
before those loans are given to that kind of people who need guidance. A very
complete analysis is made of the farming operation, the home set-up, the budget
for the coming year, and for the future years. And then the man is visited
pretty frequently to see how the plan is coming along.

Now they claim they are doing a good job with that type of people, but it
is costly. The Americans consider it to be worth while. We did not advocate
that the Canadian Farm Loan Board should step right into that field, as much
as that, and I will say this, that when we went to our annual meeting last
February and presented the policy committee’s report on long term credit, we
had no reference whatever to supervised loans.

Immediately we were attacked by our members, people getting up here
and there, “That is wrong. Young men should have some advice, guidance”.
We told them that the committee had studied this, and had come to the conclu-
sion that it is pretty costly. Therefore, we had left it out. They insisted we
put it back in again; so you will notice in our recommendations, which came
right from our farmer members themselves, who said that if the young man
is going to get a loan for 40 years at a low interest rate and up to as high
as 80 per cent on the appraised value of his farm, then they felt that he should
accept supervision. So, therefore we put in our recommendation that the

2 ~ loan should be supervised when considered necessary by the Farm Loan Board.

By Mr. Johnston (Bow River):
Q. What is the meaning of that word “supervision”?—A. This is my
conception of supervision, when a young man applies for a loan, he has not

got much money, we will say. Therefore it is not a big loan, and you are

going to lend him up to the maximum, we recommend, 80 per cent on the
appraised value of the farm. We realize it is quite high and so the risk is a

little greater. Therefore he accepts supervision of this kind. The supervisor

sits down with him, plans the farm operations for the coming year or so, writes
down what kind of crops are going to be grown, what stock is going to be
on the farm, what are the anticipated yields from crops and animals, what
are the anticipated expenses and revenue. The young farmer must show the
supervisor how there will be enough net revenue to service that loan after a

2 moderate living allowance.

1
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Q. Are these supervisors agricultural experts?—A. Yes. After the plan
is drawn up, the man will be visited—how frequently, I don’t know. It would
depend upon the quality of the young farmer. Maybe once a month, maybe
every three months, but he would certainly be contacted a few times during
the year to see how he is coming along. That is where the cost comes in.
These men, the supervisors, have to be well trained men with good judgment.
Under the Soldiers Settlement Board and the Veterans Land Act, all their
men are of that nature. They train them well, and I believe they are pretty
well qualified for that kind of work.

By Mr. Fleming:

Q. How, in a country as large as the United States, do they achieve any
satisfactory measure of uniformity of supervision in the approach of the
supervisors to the financial aspects of the work of supervisors?—A. It is based
upon the county. They take a sort of county average, and they try—their whole
program is based upon the county average situation, expected yields, and so on.

I do not quite get your question, Mr. Fleming. I may have mid8ed the
exact import of it. Would you make it more specific?

Q. I think you answered it in a large part. It is a matter of concern as
to some measure of uniformity in a country as large as the United States,
under the system of supervision such as you describe on a supervised loan, to
make sure there is some effective approach to uniformity.—A. It is largely
county type farming, and the county experience of county yields, and the
county office is quite familiar with the local conditions there. Each individual,
as I understand it, is related to the type of farming, the kind of farming, in that
county. The supervisor and the three farmers who advise the supervisor
and also pass the loan, probably in most cases would know the individual
farmer. I am told that even down there some farms are turned down, even
under that plan. They are probably turned down chiefly because they are on
submarginal land. You see, there is always a danger under a plan like that that
you might tend to keep farmers on obviously submarginal farms.

By Mr. Michener:

Q. I would like to ask at this point, if I may, about these loans which run
as high as 100 per cent. I think you referred to them as the—A. The farm
home improvement loans.

Q. Farm home improvement loans. They would be exceptional loans, I
suppose and would not come to very much. Have you any idea/ of the
proportion of loans on farms, from public funds, that run as high as 100 per
cent?—A. No, I am sorry. I have not got that. I am sorry I have not got
the exact figures. If I had known, I might have brought them with me.

Q. It would be interesting if we could see—A. Three per cent of the
total loans.

Q. The total farm loans in the United States, of public funds?—A. Yes.

Q. And how are they divided up among these three different schemes
that you mentioned?—A. Three per cent of the total loans, Mr. Chester said.

By Mr. Johnston (Bow River):

Q. I am sure we are all grateful to Dr. Hope for having made such an
efficient study the farm loans, and for the information he has given us here,
Do you happen to have information with regard to deterioration, say in the last
few years?—A. Now, up to 1953 the loans were being satisfactorily serviced.

Q. The loans were quite small?—A. Yes.But I have not knowledge about
1954 and 1955, but economic conditions had deteriorated a little bit. Maybe
they had some trouble then, but in most cases they carried them to this extent,
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as the administration would not force a good farmer out. The administration is
there for building people and building farms. They are patient and they work
with the farmer. Unless the man is a complete dud they will just help him
along as far as they can.

Now, we have hoped that the Canadian Farm Loan Board would give
a somewhat similar kind of assistance in special cases—not as extreme as I
have pointed out, but something which would be of service, of real service to
you men starting out.

Now we have about $4} billion worth of land in Canada, an agricultural
value on farm land— about $44 billion. I do not know but I think the Canadian
Farm Loan Board has got about $40,000,000 worth of loans out, and they loan
about $7 million or $8 million a year. Now I do not want to be critical of Mr.
Chester, or my friends over on the right here, but I know you want a frank
statement. The Federation has examined this situation and we feel that maybe
it is the legislation—let us put the blame on legislation. In view of the fact
that the institutions have withdrawn from the farm mortgage field, we are
left with the Canadian Farm Loan Board and the private individual, and this
agency is not assuming enough of the responsibility to service agriculture
in a big way. Maybe I am wrong, but Mr. Chester will correct me on this;
the cost of administration of these loans probably runs about 1} per cent.

Mr. CHESTER: 1-39 per cent.

The WiTNEss: I thought it was roughly 1} per cent, the last time I looked
at it. Now, down in the States a few years ago they had a loan scheme there,
under the old farm credit administration where the loan had to be made
to the farmers at not more than one per cent above the cost of the borrowed
money. We thought that if this Canadian Farm Loan Board legislation could
be adapted in such a way so that it could go all out and solicit loans just as
a business would, then it would be doing a much greater service for agriculture.
It would mean they would not wait back for some people to apply to them
for loans, but that they would be competing with other people who are lending
money at 6 per cent and 6} per cent, and they would show the farmers what
their terms are. We feel they would double their business, they would double
the number of loans, and double the size of the loans. That is to say, instead
of the average loan amounting to about $3,500 it would go up to $5,000 or
$6,000. We feel that in such a way the cost of lending would be lowered a
great deal and probably it would come down to one per cent and so the Board
would be of real service to agriculture. This would mean a broadening of the
outlook of the Canadian Farm Loan Board. i

For instance, my guess would be that a great deal of the increase of the

. business of the Canadian Farm Loan Board in the last two or three years has

been in the refinancing of loans where farmers have got into default under

 the Farm Improvement Loans Act. Is that correct?

Mr. CHESTER: I have not got the figures here.

The Wirness: I think it will be found that many of the loans under the
Farm Improvement Loans Act have gone into arrears, for farm machinery

~ and so on, and they have been re-financed by the Canadian Farm Loan Board.

T -1 Mr. Argue:
Q. Is it the suggestion that they should be encouraged to do that? That

g
. would be a very bad move.—A. It is due partly to the fact that the farm

- improvement loans are for too short a term, only for three years for farm
~ machinery, for instance.

By Mr. Jonhson (Kindersley):
_ Q. The figures you gave on the need for loans in Ontario will doubtless
be duplicated in other provinces. That seems to me to point out one of the
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important problenis with which agriculture is being confronted today, par-
ticularly when, as Mr. Brodrick pointed out, it is a depressed industry. Have
you any estimate as to the relationship of undercapitalization of farms to the
efficiency of a farm? Undoubtedly, if a farm is undercapitalized, it will tend
to be inefficient?—A. I see your point. To a certain extent it is largely a
matter of intermediate credit. The undercapitalized farm, as a rule, means a
farm undercapitalized in productive equipment or productive livestock. It
might be undercapitalized also i terms of size or area.

Q. That is the point to which I was referring, the insufficiency of land.—
A. The percentage of such farms would be small. It is a question of judgment
as to what is an adequate size. In the case of Quebec, a man might be very
satisfied with a 50-acre farm, whereas in Ontario the same type of man would
say the farm is too small. It is a regional question.

Q. You will be familiar with the assessment setup in Saskatchewan and
the situation in relation to the Canadian Farm Loan Board in the appraisals
of land. Do you feel that in Saskatchewan the assessment would be a valuable
factor to keep in consideration in making an appraisal of a farm?—A. Yes.
I would say it would be a very valuable factor to keep in consideration and to
use as a check. The system of rural farm assessments in Saskatchean is very
good, probably the best in Canada. Actually, they do not assess buildings;
the assessment is only on the land and is based on the productive value of the
land, with respect to the market situation and so on. In Saskatchewan, the
relative position or value of farms with respect to each other all over the
province is very good, due to the different bench marks. That is to say, unless
one changes the base, it would be related, say, to a certain price for wheat.
The likelihood now is that it may be basically a little low because of that but,
on the other hand, in relation one to another probably it is quite all right.

Q. If there were someone working as an appraiser and he took the assessed
value into consideration, rather than appraisal, would you commend him for
that?—A. I would have that on my book and I would look at it. We have
been talking about interest rates and long term rates, and also about the
length of the term and the percentage of the loan on the appraised value.
All these things are important but the key thing is appraisal, which is a most
difficult thing to do. One can use certain semi-scientific methods of appraisal,
I suppose, but after all it comes down to a matter of judgment or good basic
opinion, a matter of your basic judgment. The Farm Credit Administration
has struggled with that problem for years, as to the method of correct farm
appraisal. Prior to 1930, in the United States they were pretty well appraising
farms all over by sale value. Then came the depression and, of course, they
were caught badly. The Farm Credit Administration then moved into the
field in the middle 1930’s and it was the first institution to do two important
things. First, it gave a 25 or a 30 year amortized payment, which private
mortgage companies were not doing, and that eased the burden on the farmer.
Secondly, they also eased the burden on the farmer in terms of the basis of
long-term productive values. Of course, in the 1930’s, that basis of long-term
productive values would raise the appraisal value considerably above the sale
value. That helped to give the farmer a break, with respect to credit at that
time. They have held that policy fairly well ever since then. They have been
trying to appraise the farm on what they consider to be the long-term pro-
ductive value. However, as the price level rises, they have been lagging
behind the price level, of course. It may be—I do not know—that the Cana-
dian Farm Loan Board is doing the same thing. We have no knowledge as to
how they appraise farms. If they attempt the same thing, they also may be
lagging behind, and that tends to give a very low appraisal value. That may
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be the reason why their loans are so small. That may be .he reason why so
few farms can be serviced—if their appraisals are so low.

On the other hand, I can see their problem. None of us can predict the
price level, and we do not like sale value alone as a sound basis of appraisal.

By Mr. Carrick:
Q. What about the value of assessment in Saskatchewan?—A. I do not
know; in other provinces assessments vary from county to county, with no
special basis. The assessors are not trained.

By Mr. Johnson (Kindersley):

Q. In relation to the statements just made, did you feel that a technical
qualification—for example, a Bachelor of Science in agriculture—would be
most desirable for an appraiser of the value of land?—A. It would be all right
provided the particular B.S.A. came from a farm and provided that, after he
got the B.S.A., he went through an intensive training in appraisal work.

Q. You say it is scientific work?—A. Yes, it is professional work.

By Mr. Charlton:

Q. Dr. Hope will agree that the greatest danger to agriculture in Canada
today is the fact that so many young farmers are leaving the farms. It is
a fact also that the C.H.M.C. activities result in a young man becoming dis-
couraged on a farm. You find a young chap who, with 10 per cent down—which
could be borrowed money—can build himself a home under C.HM.C. and
work in industry. Do you consider that one of the greatest factors in draining
agriculture of young farmers across the country?—A. You mean to say the
fact that a young man may leave the farm and go to the city and build a
house on a 10 per cent loan—that is one reason why he leaves the farm?

Q. Yes. That is a factor.—A. Yes, it is a factor; but it is rather small.
I admit you can build a home on very easy terms. Somebody has faith in non-
-agricultural pursuits, perhaps more faith than in agriculture, because you
can, as you say, build a home on very low rates and assume that yau can
always get a salary, a steady income. In agriculture they do not figure on a
steady income apparently. I cannot answer it any better than that.

The CHAIRMAN: I think your 10 per cent is a little bit out, Mr. Charlton.
‘Mr. CHARLTON: No.

The CHAIRMAN: It is 90 per cent up to $7,000 or $8,000.
Mr. CHARLTON: You can still build a home for 10 per cent.
The CHAIRMAN: What kind of a home?

Mr. CHARLTON: Better than the homes which a lot of farmers live in.

By Mr. Charlton:

Q. Would it be fair to ask your comment on the fact that this being one
of the greatest factors in agriculture in Canada, would the present amendments
as suggested in the Canadian Farm Loan Board achieve what we are after
in trying to keep younger men on the farms? Would it bring that about?—A.
Of the two amendments that deal directly with that point, one is the raising
of the maximum from $10,000 to $15,000; and the other is raising the percentage
of the loan on the appraised value from 60 to 65 per cent. They are both
in the direction of assisting what we have in mind; but I would say it is a
very, very small step, extending the loan from 60 to 65 per cent. Actually
the $5,000 raise is probably of no help to the young man anyway—not the $5,000
part. The young man starting a farm is probably going to be a small borrower

o I ey
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anyway. A $10,000 loan to this young fellow would probably be plenty, so
the raising of the maximum by $5,000 does not help him there. The only thing
which may help him is reducing his equity 5 per cent to get him started. It
has not tackled the basic thing, which is reducing the annual payment.

Q. Lengthening out the period?—A. Yes; reducing the annual payment
is the key thing. You can pick up any kind of literature you want, published
by the Farm Credit Office—and they publish lots of them—on young men start-
ing farming, and they always point out that the annual payment is the thing.
The point is, if you want to make it reasonably small, you have to lengthen
it to 40 years and try to get the interest rate down. This amendment does
not touch the length of period or the interest rate. Another feature which it does
not touch is this question of the prepayment of loans.

We have recommended a system whereby a man would be encouraged to
make his normal payment in a good year, and an additional payment into a
fund on which he would draw interest. Every time there is a good crop he
puts more money into that fund and draws interest. When a poor crop comes
along he is paid up-to-date because the money comes out of the fund which
he has put into. This is an amendment which was brought into effect in the
United States two years ago on the F.C.A., that can be put into this act with
no harm to anybody; but it would not be of much use unless the administration
of the Canadian Farm Loan Board brought it to the attention of farmers and
pressed them to take advantage of it in good times.

Q. In your opinion the extension of the loaning period is one of the most
important factors?—A. Very important.

Q. Would you say the interest rate decrease would be of next importance,
or supervision of the loans?—A. I do not stress supervision too much; it is
difficult. If we stress supervision—it is true that the Federation has asked for
it—that is Federation policy and I cannot step beyond their policy. But I
recognize if we are going to ask for supervised loans then you are going to
have to change a lot of the administration of the Canadian Farm Loan Board.
There will be a big change made. You have got to have more highly trained
inspectors, inspectors more highly qualified, and schools for them, because the
system would stand or fall, depending upon the appraiser and supervisor who
visits the farm. It would depend upon how good the man is who visits the
farmer, how practical is he, is he going to be kicked out the door by the far-
mer’s wife, and is he going to be well trained, intelligent; they are hard to find.
Some day, however, we may have to have this type of man.

Q. In your opinion would local farmers in certain districts concerned, .that
is practical farmers who may have retired or farmers whose farming operations
may not carry them the full time, who may have some time which they could
spend in this sort of work, be suitable as appraisers? Do you feel they would
be adequate to take on the job as appraisers under the existing Canadian Farm
Loan Act?—A. I think they would be adequate as appraisers provided they
were given additional training. I would say you cannot pick up a farmer—I
do not care how practical he is—and send him out to appraise a farm. There
are a lot of things to take into consideration. If he is an intelligent farmer
he would of course pick up the infermation you want him to use very rapidly.
I would not underwrite him because he is not a B.S.A.; but it is partly a
question of training him and having a policy fixed as to the basis of appraisal.

Q. I thought probably the local touch there with an appraiser would have
a certain amount of value because he would not have to make so much outside
inquiry as to the productivity of a farm as someone coming in there.—A, That
is partly why we recommend advisory committees. It is a thing which was in
the act and never used. We thought that the advisory committee of farmers
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within a given region would probably know the surrounding territory, and
in many cases may happen to know the farmer personally, and could be of
assistance and help.

Q. Would it be possible to use one or all three of the members of that
advisory committee as part-time appraisers and then they could get together
to talk over the situation?—A. We had in mind operating farmers who would
not have the time to go and work appraising farms.

Q. Not full-time, but part-time.—A. They might.

Q. In your opinion is there any established formula for appraising the
productivity of a farm?—A. Well, there is no recognized formula that all
agricultural economists or land economics experts would agree on as being
the formula. There are a number of systems. I do not know whether I
should take the time to explain them. But there are a number of systems of
appraisal. One of the common methods is the capitalized net earnings method,
where you attempt to get, say in Ontario, the rental value of the farm lands
at so much per acre—say $4 an acre; and you subtract off that the rent the
landlord pays—or rather subtract the taxes the landlord pays, and get a net
figure of $2 an acre after taxes, and you capitalize that by dividing by a 5
per cent interest rate which would give you $40 an acre value of land. That
is a fairly common check. Out west they do not take the cash rental; they
take a share of the crop and they take the taxes off that and any other
expenses paid by the landlord; they value the landlord’s share of the crop at
a certain price and capitalize that again by dividing by a certain interest rate;
but then there is the argument of what interest rate to use; if you use a 3
or 4 per cent rate you get a different answer to your farm value. Economists
have argued for long periods as to what should be the proper capitalization
rate to divide by. Then, you have the other method of sale value—the
long term average sale value for the district, with adjustments. There are a
lot of different methods, and no method is perfect. I think that if I were
appraising a farm I would use three or four methods, look them all over and
find what seemed in my judgment or opinion gives the best overall picture
for safe loaning: I would work out more than one calculation, because nothing
is perfect. ;.

Q. Did I understand you to say a few moments ago, Dr. Hope, that there
were several farm improvement loans being paid off by the process of trans-
ferring the loans to the Canadian Farm Loan Board? Have you definite
information on that?—A. No, you would have to find that out definitely from
the Board, but I was told by a number of farmers out west that when things
got bad out there a year or so ago, and they could not pay their farm improve-
ment loans, they took out loans from the Canadian Farm Loan Board, to
refinance their farm improved loans, to avoid falling into arrears in the
payment of farm improvement loans at the bank. Some of that has been done.

Q. That would point, perhaps, to difficulties in the working of the Farm
Improvement Loans Act, would it not?—A. It would point to the fact that
maybe a three year term of repayment on farm machinery is a little short,
sometimes. After all, farm machinery will last a lot longer than three years.

Mr. HUFFMAN: That is all. Thank you.

By Mr. Tucker:
Q. I was very interested in your Federation brief at page 6, Dr. Hope, in
which you say:
Various provinces (Quebec, Ontario, Nova Scotia, New Brunswick)
have special legislation for providing credit to young men, in ways
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suited to the provinces’ special situations. On a national basis, i_t is
doubtful that any special lending plan or lending agency is required
to deal with men starting in to farm.

I ask you about that, Dr. Hope, because I have often wondered why, in
the province of Saskatchewan, they entirely withdrew from the farm loan field
on a provincial basis. I take it from your brief that you consider this was an
improper action to take in the light of the experience of Quebec, Ontario,
Nova Scotia and New Brunswick. I wonder if you would comment on what
contribution has been made on a provincial basis in those provinces and tell us
what you think in regard to the provinces which are not in that field?—A. First
of all, Mr. Tucker, I will say that the wider the lending area, or the basis of
a credit agency, the less the risk amounts to. A national organization is in the
position of operating at less risk than a provincial one, especially with respect
to western Canada. For instance, the Saskatchewan Loan Board were lending
in one province subject to high variations of yields and prices, and that is
probably one of the reasons why they could not function satisfactorily. It is
true that in a province such as Quebec or Ontario that is not such an important
factor, and that incomes do not vary so much. Ontario at one time was in the
farm loan field, but they withdrew as Saskatchewan did. I think Alberta
was also in that field but later withdrew. I am not sure what was the reason
for Ontario withdrawing. Quebec has an act which is quite generous—a pro-
vincial act that makes loans at the present time of, I believe up to $7,000 at
an interest rate of only 24 per cent repayable over 39 years. I understand
that they have done a lot to help Quebec farmers and to establish young men
in that province. Farming there is already, I think, what might be called a
subsidized industry. I am not sure what the Nova Scotia terms are now.
Ontario came back into the lending field about two years ago with an act to
assist young farmers, and that province will help young farmers up to the
age of 35 years under a scheme which provides for loans up to 75 per cent of
the appraised value of the land for, I think, 25 years. The provincial govern-
ment was under great pressure from the farmers to do something to help the
younger men, but I am not qualified to say just how successful that act in
Ontario has been. I do not think it has been used a great deal.

I am not very keen about provincial acts. I cannot see why we should not
treat this question in a national way under an arrangement whereby we could
get money a little cheaper and spread the risk over the entire agricultural
economy for every type of farming.

Q. I took it from the brief, Dr. Hope, that you are differentiating between
ordinary lending and this problem of helping a young fellow to get started. 1
thought, from the brief your organization presented, that it considered that
this was a matter for the provinces rather than one to be tackled by endeavour-
ing to set up an over-all farm loan plan.—A. I do not think so. Where could
you read that, Mr. Tucker?

Q. It says on page 6 of your brief:

“On a national basis, it is doubtful that any special lending plan or
lending agency is required to deal with men starting into farm.”

A. Yes. !

Q. And this is based upon the fact that these other provinces mentioned
have special legislation for providing credit to young men—Ilegislation suited
to the special circumstances of the particular provinces. I took it from the brief
that you thought this was a special problem and that the provinces should give
some attention to it. I gather from what you said that Quebec has done so,
though, of course, conditions vary from province to province.
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I also find this on page 4 of your brief:
Junior Farmer Loans in Ontario and Land Settlement Board loans in

New Brunswick and Nova Scotia were of considerable importance (as is
the Quebec Farm Credit Act).

That was the opinion given—that these junior farmer loans in Nova Scotia
and New Brunswick were of considerable importance. I took it from that that
all these provinces were making some attempt to deal with this question of
helping young farmers to get started, and I also took it that your organization
was in agreement with that view. Now I understand from you that they are
not.—A. No, they are not in agreement with that view. It is, of course, obvious
that in provinces where these schemes exist, when inquiries are made the
answer will be given that they are used quite a lot. The other provinces where
schemes do not exist were, of course, not be mentioned.

We were thinking of whether or not there needed to be special federal
legislation to assist young men as distinct from other farmers, and we finally
said: no. If we take loans from 60 to 80 per cent of the appraised value—
smaller loans which will be the loans to young farmers, up to 809% of the
appraised value—and make them 40 year loans; then the young man could
come in very successfully under that arrangement. On the other hand, the
large loan— the $20,000 loan—is only 60 per cent of the appraised value of the
land, so the young man would probably fall not into this category but into the
category of the small loan. So we figured that the situation would be covered,
and that we would not need any special legislation provided for young farmers
providing—and always providing—the period of repayment is 40 years.

Q. Did not the organization face the fact that if the provinces of Ontario
and Quebec, containing the majority of the people of Canada, are dealing with
this problem, we in western Canada might find it difficult to say: “we do not
ask our provinces to do anything; we want the federal government to deal with
this”? Did your organization not face that fact that when the provinces of
Ontario and Quebec are handling it there must be some tendency to feel that
the other provinces should at least attempt to enter that field and so something
about it?—A. No, because the Ontario Federation of Agriculture is strongly in
favour of what we have put forward here. They don’t look upon their legislation
as the achievement of the millenium. The scheme they have now does not cover
people over the age of 35, for instance.

Q. You said earlier that great pressure was placed on the Ontario govern-
ment to do something about this problem. Do I take it that your organization
played no part in exercising that pressure?—A. The Ontario branch of the
Federation likely did, some years ago.

Q. You say you do not feel the provinces should give attention to this
matter?—A. I do not know that I would say that particularly. It is just a
matter of whether this question should be dealt with on a provincial basis or on
a federal basis. I do not know, but certainly I feel that a national loan agency
has less risk attached to it than a provincial one, and if one of the great
problems facing agriculture is to get these interest rates down as low as possible,
then it is clear that the security on loans raised by the federal government is
greater and the avenues available to them for raising the money are better,
with a consequent desirable effect on interest rates for farm loans.

Q. It appears that the Quebec government has managed its provincial loan
scheme very well.—A. Oh yes, they subsidize heavily. I think that in Quebec
anybody who is qualified can get loans. The scheme is not just for young
men only.

Q. Do you know how much they have lent out in Quebec?—A. Very large
sums. I cannot recall the exact amount.
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Mr. BENIDICKSON: I have the figures here for Ontario, if members would
like to have them.

Mr. Tucker: I would be interested in hearing them.

Mr. BENIDICKSON: I am reading from the report presented this year.
It says that:

Since the setting up of the Junior Farmer Establishment Loan Cor-
poration in 1952, the Government has made 1,569 loans totalling almost
$10,300,000. Last year 460 applications for loans totalling more than
$3,200,000 were approved and this year the Government plans to in-
crease the maximum amount which may be outstanding at any time
under the act from $10,000,000 to $20,000,000.

By Mr. Tucker:

Q. Have you got similar figures in regard to New Brunswick and Nova
Scotia?—A. No, I have not got them here.

Q. I have one other question.—A. Generally speaking, Mr. Tucker, most
provinces have withdrawn from the field, although some have come back to
some extent.

Q. Do you not think there would be more of a tendency for them to come
back now Ontario and Quebec are dealing with the matter, because they
make up the majority of the people of Canada, and if those provinces are
ready to assume that obligation, the majority of the people of Canada would
feel that other provinces should do something along that line? Do you not
think that would be the result?—A. I do not think that any of the three
western provinces will ever come back into the provincial farm loan field.
They have lost money heavily and they cannot get enough security. I do not
think that Saskatchewan ever will, or Manitoba.

Q. Are you under the impression that the Saskatchewan Farm Loan Board
lost any large sum of money? Have you got the figures?—A. They did lose
money, a lot of money!

Q. I would be surprised if the amount was very much.

Mr. ARGUE: It was $7:5 million over 18 years, and they quit lending
money in Saskatchewan at the end of 1935.

By Mr. Tucker:

Q. Yes. That took in the period of the great depression which hit Sas-
katchewan on account of crop failure and low prices harder than any other
province.—A. And they would not lend money when farmers needed it.

Q. If they did not lend money, it would be hard to understand how they
had the losses they had.—A. There were two things; they lost money on the
loans that they had put out, and when it came to the depression the hard
pressed farmers of Saskatchewan had no money, and they could not raise a
bond issue to do any refinancing.

Q. Do you think they are likely to have the same experience as in the
30’s again, which caused the provincial governments to have the difficulties
that they had?—A. You will likely have the same low yield.

Q. But there are moneys coming into the province in other ways such as
family allowances. ...

Mr. ArRGUE: You cannot run a farm on family allowances.

By Mr. Tucker:

Q. If $20 million comes into our province in the way of family allowances,
and another $20 million in the way of old age pensions, and another $30
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million in the way of federal grants to assist the province in financing that
will make a big difference. Is it not a fact, for example, that there is more
money coming in in grants from the federal government than the entire pro-
vincial budget in 19447 Don’t you think that if two provinces give more
adequate financing and help in this field, then the other provinces would
accept it as a proper field for provincial action, and they would take some
interest in these matters?—. All I can say is this; I cannot speak for any
provincial government; but my own feeling is that the experience they have
had in the past out west in farm loans is such that they won't go into it
again.

Q. You feel that they have done good work in Quebec and Ontario, but
there would be no hope from asking the western provinces to enter into this
field?—A. As far as Quebec is concerned they have done good work there
because obviously, it is a highly subsidized interest rate. That is one reason.
But as far as Ontario is concerned, I heard grumblings a year ago that the
provincial loaning agency was not getting into the field as well as they could
to help young farmers, even under the provincial act. In spite of those figures
which were quoted. I did hear definitely that the act was not servicing the
farms as well as it could. That was two years ago. Whether they have
become more generous and loosened up since then I do not know.

Q. I suppose that one of the reasons, Dr. Hope, why there has been pres-
sure to some extent on the Farm Improvement Loan angle is the desire of the
Bank of Canada to have the banks curtail the extension of credit, to curtail
the present movement in Canada. Has your organization made any representa-
tions that there should be some way sought whereby the banks or the Bank of
Canada differentiate between certain regions and certain industries in regard
to putting on pressure to curtail credit? In other words, while it might be
desirable to curtail credit in areas where there is inflationary movement it is
very undesirable in the agricultural industry as a whole, and, I would think,
quite particularly in areas where it has been difficult to market crops. Has your
organization made any representations that there should be a very real
attempt made to have the banks understand that this deflationary policy should
not be applied to the same extent over the whole of Canada, but should be
applied, if possible, where it is needed, where there is inflationary movement,
and that it should not be applied in areas where there is no inflationary move-
ment? Has your organization made any representations like that?—A. No, we
have not, but I would agree with you 100 per cent. I thought of it just lately.
In fact, in our brief to the Royal Commission we have one small section on
inflation, and it might be of interest to you to read it, if you have not read it
yet. We segregated the agricultural index from the non-agricultural index,
and we showed the striking rise since 1947 in the non-agriculture sector of
Canadian prices. January of this year was higher than the peak of Korea,
which was supposed to be the period of post-war inflation. At the present time
the agricultural index is higher than in 1951, and the agriculture price index
is away down. We pointed out that such a continuous rise was really an indica-
tion of inflation, and that the public of Canada really did not recognize it yet
because it was offset by the non-agricultural index being down in terms of cost
of food. We thought that in a year or so “the worm would turn” and agricultural
prices would rise, and when they rose, you would really feel the effect of
inflation. That is as far as we have gone to date in the question of inflation.
I agree with you that when you have one sector of the economy, like agri-
culture, down, and the other sector of the economy is up, if you are going to
offset inflationary tendencies—that credit curtailment should not be applied
to the sector that is down. It may need credit leniency, although not necessarily
expansion of credit. If you have faith in Canada, in our agriculture, that is
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what we should do. But we have not gone to the Bank of Canada or any branch
of the government in respect to the immediate credit situation. In all fairness,
because I think to date we have not really been able to say that the credit
agencies are tightening up on us. We have not had any real complaint yet,
but it might come.

Q. From what you said about the farm improvement loan question, I
would think too that the banks might be inclined to carry these loans, and
not to press for repayment; but if they are being pressed now to curtail their
credit they may feel they must apply this all along the line. I think the time
has come when we should urge that consideration be given to what I have
just suggested, that there should be certain places where this curtailment of
credit should definitely not be applied, because it will make things worse
instead of improving them. I wondered if your organization was prepared to
join in urging that, if it was possible at all?

The CHAIRMAN: Are you finished, Mr. Tucker?

Mr. Tucker: Yes.

The CHAIRMAN: Mr. Argue.

Mr. ARGUE: My first statement is to agree with the one made by Mr. Tucker
wherein he emphasized the need to approach cautiously, any raising of the
interest rates as a credit restriction policy. We are arguing this morning, at
least some are, that the 5 per cent interest rate under this legislation should be
less. Now, what bothers me is that the 5 per cent may not be held. I am all
for the 3%; but with the credit restrictions and the increase in bank discount
rates and so on, is the 5 per cent statutory in this provision we discussed?

The CHAIRMAN: No, the interest rates are set by the board, Mr Argue,
and have varied from time to time.

By Mr. Argue:

Q.Well, have you, Dr. Hope, made any representation at any time to the
board to suggest not only a lowering of the rates, but also that the rates be
held,—at least held?—A. No, we have not.

The CHAIRMAN: I think there is one thing that is very interesting: You
have made history this morning when you agreed with Mr. Tucker.

Mr. ArGcue: Well, I am going to unmake history fairly soon.

Mr. Tucker: I am glad you emphasized that. I could scarcely believe my
ears, Mr. Chairman.

Mr. ArRGUE: I have been looking at the experiences set forth by Mr. Chester
in relation to losses of the Canadian Farm Loan Board, and while, of course, a
great part of their loans are still outstanding, I see their statement on page two
reads that they have made loans of over $100 million. The actual loss sustained
by the board since its inception totals $717,000. That is a very creditable
experience, I would suggest. It is less than one per cent, a loss of less than
one per cent of the loans they have now made. I notice on the other hand that
the experience with the Saskatchewan Farm Loan Board in relation to the
loss was that the total loans were $17-2 million, and the total loss there to
the end of 1950 amounted to $7-4 million, or about 43 per cent.

Mr. BENIDICKSON: What are you reading from there?

By Mr. Argue:

Q. I am reading from the province of Saskatchewan’s Royal Commission
on Agriculture and Rural Life, No. 3, page 53. My question is, do these statistics
confirm to you, Dr. Hope, a suggestion that you have made that, with regard
to certain of the prairie provinces, the thought of any substantial loans by
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provincial agencies on farms is pretty well out of the question?—A. Yes. I
think the fluctuations of income are so great in Saskatchewan that it is very
difficult for a provincial farm loan scheme to function, unless it has tremendous
resources behind it; but it is very difficult because of this violent fluctuation
of income. Apparently the province has the willingness but not the strength.

Q. It further states here that the last loans were made at the end of 1935,
which means they have been out of business for some 21 years?—A. I might
say that when in Saskatchewan my experience was that the Saskatchewan Farm
Loan Board loans, a very high percentage were on very poor soil, some of the
poorest land in Saskatchewan that I visited. I am referring to lands that are
classed as No. 1 and No. 2 in the Saskatchewan land classification map. I think
they were at Mortlach, and Chaplin and all through there.

Mr. Tucker: They followed that policy through so that they actually could
expect to lose money. They loaned in the cases where they felt a farmer should
be given some credit and could not get it through the ordinary companies. So
it would be expected that they would have some losses, I would think.

By Mr. Argue:

Q. Well, Dr. Hope, there have been a great many statements made in this
committee by various people that one of the difficulties in the administration
of the Canadian Farm Loan Board is the amount of “red tape”, it has been
called, in applying for a loan and getting the application processed. That has
beeq stated to be the delay in many applications. Have you some concrete sug-
gestions as to how this red tape may be cut and how the applications process
may be speeded up?—A. I would have to ask Mr. Chester. Is it true that the
applications for loans which are received in the provinces are sent to Ottawa
for final review and approval?

Mr. CHESTER: Yes.

The WrrNEss: If there were a regional director with a staff there, in whom
one could have confidence—and one would not have him there otherwise—
surely that office should have the authority to approve a loan without having
to go back to Ottawa and have it examined, and then perhaps have it sent to

Saskatchewan again? I do not know how many times it may come back; it
may be once or twice.

By Mr. Argue:

Q. It always goes at least once?—A. Yes. Mr. Chester has said that it goes
at least once. Sometimes it goes twice because of incorrect statements.
Mr. CHESTER: That would be very seldom.

\ The Wirness: If the regional office were staffed with competent people
in whom one had confidence, why could the business not be done as it is done
in a bank? It would be a very large bank loan before the central office would
be asked for approval. The local bank manager has authority to approve a
loan. That is only one point and there may be others. I do not know a lot about
Farm Loan Board administration, and do not feel competent to criticize,
except in regard to that one little point, which could be examined.

By Mr. Argue:

Q. To me, at any rate, it is astounding to learn that before a loan may be
made the question has to be put to Ottawa. The banks would not be in business
at all if the local branch manager had not certain authority to approve, certainly
the great bulk of the applications for loans. Certainly that is in regard to the
great bulk of them.

The CHAIRMAN: Do you mean in numbers or in dollars?
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Mr. ArGUE: The applications for loans do not have to go to the head office.
Mr. Gour (Russell): Loans under $5,000.

By Mr. Argue:

One could get a loan approved in a few hours. It should not take days,
weeks or months, going back and forth to Ottawa—for what reason, I do not
know. I cannot see how people down here would expect to know more about
an application than the technical people on the spot in the province where the
application is made. That is certainly something which this committee could
consider dealing with, in regard to making a recommendation. The witness is
acquainted with Saskatchewan, and I am acquainted with Saskatchewan, and
it is pretty hard to ask questions about provinces with which I am not well
acquainted. With your experience in the appraisal field and your knowledge
of agriculture generally, do you think it should be possible—at least, in certain
instances—for an appraisal to be made in a short time on a certain application,
even if that time were mid-winter? Supposing that some morning you were
in Saskatchewan and wanted to buy a farm. If you read in the Leader-Post or
in the Star-Phoenix that a certain parcel of land would be up for sale on the
1st of January at a certain price and if after one glance at the advertisement
you thought it looked attractive and if you wanted to make some enquiries,
do you think it might be possible that you could make the necessary enquiries,
look at the records, check the piece of land, and talk to people in the com-
munity, if necessary, in order to be able to say you could make the purchase
immediately, instead of waiting until the snow goes off the land, in which case
someone else may come along to look for it?—A. As far as Saskatchewan is
concerned, because of the very excellent soil survey which we have and our
very exeellent economic land classification work, many of the farms could be
appraised in wintertime. In the vast body of land around the Regina plains the
soil is mighty uniform, and also in the case of large chunks of it, around Mel-
fort and Rosetown. If the farm is in the middle of a very big portion of such
clay land, for instance, there is no reason why it could not be appraised in
wintertime.

The section of the act which says that a farm must be appraised only
when the snow is not on the land is a section which was put in many years
ago, before there were soil surveys in Canada. At that time there were some
bad blunders, when they had to appraise the soil “with a lantern”. That
was done many years ago. That section was put into the act to cover that
point and it was a good thing then. However, in the light of modern knowl-
edge, there are some places where the board, through its authority, surely
should have power to waive that in certain cases, to speed up the process.

Q. When you look at the assessment records of a given piece of land in
Saskatchewan, you can learn almost as much from those records and reports
as you could learn sometimes if you farmed the piece of land yourself. The
records are very detailed and the maps are excellent and all you have to find
out in addition is whether the land is loaded with wild oats and other bad
weeds, or to what extent there may have been soil erosion in the last few
years. Let us take the summer conditions. If someone makes application for
a loan, we know that it takes sometimes six months to make the appraisal.
What would you suggest would be a reasonable length of time, to make an
appraisal if you had a highly efficient staff, that is, for looking at a piece of
land which was up for sale, where the owner was red-hot to sell?—A. I am
not an official appraiser. I have seen how they work and I have had some
experience of it. I would say that a qualified appraiser could go out on to a
farm, starting in the morning, and in one day he could do all the necessary
field work on that farm and finish his work out on the farm in that one day.
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He might require another day or two days after that, to assemble certain basic
information as to the farms around the area. However, if he is an appraiser
working in a certain territory, a large amount of that basic data has been accu-
mulated. He already knows the rainfall record, he has the yield record and
he knows the distance from markets. He has all that information in his book.

Therefore, the actual appraisal should not take more than two or three days
at the outside, even allowing for filling in his reports. Of course, it may be
that he could not get there for some time. He may be busy doing something
else. I am referring to the length of time when he gets there.

Q. There is a lot of work in processing the actual sale itself. I am no
lawyer and do not understand what is involved at that stage. However, after
the appraiser has said the land is worth a certain amount of money that a
certain sum of money can be loaned on it, and if the two parties prepared to
make a deal, is it not possible to have a deposit laid down and certain guar-
antees and other considerations entered into to make the deal binding?—A. I
would say it could be done very rapidly, I believe the institutions in the
United States which lend money can make fairly speedy appraisals.

I would like to say this about the annual report of the Canadian Farm
Loan Board. I am not criticizing Mr. Chester particularly, or his staff, as appar-
ently this has been the traditional method of turning out this particular report.
This has been its form over the years. It is probably a good annual report from
the point of view of finance, giving the amount of mortgage, the loans, and
so on. However, from the point of view of the general public, trying to see
what is going on in the board, it is a blank wall. We do not know the number
of appraisals, what provinces they are in, the number of farms appraised,
what the cost of appraisal is, how many loans have been turned down, what
percentage of loans are turned down because the farmer cannot qualify, what
percentage are turned down because the farmer is asking too big a loan, what
is the difference between the average appraiser’s value and what the farmer
thinks the farm is worth. All these things that, in my opinion would be
very useful in an analysis of the operations of a public body.

The answer might be that such work would take staff. My answer again
would be that it would be very useful information for the board itself to
possess. The board is handicapped today, I would say. Mr. Chester may
have a different opinion, but I doubt if the board has a real research staff
today. I believe it has not got a research staff as we know it. It would be a
very useful additional expenditure of public money to ensure that the board
had a qualified research staff, especially if we are about to expand its opera-
tions as we hope to expand them.

Q. I certainly agree with that statement and I think it would help the
farmers, particularly in purchasing land, to make a good many purchases
which now must be lost, in the ordinary course of events. Is it your opinion
that, owing to this long delay, in many instances many of those who would like

_to use the facilities of the Canadian Farm Loan Board are unable to use them,

and that the land is grabbed by someone else—or to prevent that happening
the individual must go to some private lending institution where he can get
the money in short order, so as to make the purchase? Is it the case that
if he has to wait six months, someone else gets the land?—A. I am not really
sure that very many farmers know of the services which the board can provide.

Mr. Chester, do you advertise your facilities?

Mr. CHESTER: Yes.

' The Wrrness: I am told that some farmers do not even know what the
rate is. .
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By Mr. Argue:

Q. I think it is fair to say that the information about the board’s activities,
in the hands of potential applicants, is much less than in the case of the knowl-
edge about the Farm Loan Improvement Act, through the banks.—A. Of course
many branch banks help that system.

Q. You have suggested that the board was under-staffed, that they should
have a greater staff, and you have made a number of suggestions. It occurs
to me that perhaps one of the reasons why the board is not as efficient as we
would like to see it is because the board is in essence attempting to do a job
for agriculture but is working through the administration of the Department
of Finance. It would seem to me if the board were working under the Depart-
ment of Agriculture it probably would have access to certain technical people
in the department perhaps more readily than transferring from one department
to another. I suggest the people who know most about making loans on farm
land are not necessarily the financial people but are the agriculturalists. Have
you given any thought to the proposition that the Canadian Farm Loan Board
should be in the Department of Agriculture rather than in the Department of
Finance?—A. No. I have not given any thought to that. I am not too familiar
with the staff of the Canadian Farm Loan Board except that I do know some
years ago—20 years ago now at least—one of my former students, now at
Washington, a Saskatchewan graduate and an agricultural economist, approa-
ched the former administration of the Canadian Farm Loan Board with the
idea of setting up a research branch in agricultural economics within the
Canadian Farm Loan Board. Negotiations went on for some time, but finally
the matter was dropped. Now he has a very influential position in Washington.
The Farm Credit organization there has a very big research organization.
Almost every department of government in Ottawa seems to have some experts
attached to its staff; the Bank of Canada has an agricultural economist, the
Department of External Affairs has some, and the Department of Trade and
Commerce, and the Department of Agriculture; all these different branches
have their own little staffs. The Canadian Farm Loan Board staff do a $7
million or $8 million job and could do more; and they have to go to these
departments to get information instead of having their own staff.

I think that perhaps you could get the very thing you are thinking of
without transferring it to the Department of Agriculture; keep it where it is,
provided you can build up a staff of agricultural economists on that staff who
would then have close liaison with all the agricultural branches they would
need to keep them in touch with what is going on—I do not say they do not
keep in touch now; they probably do know what is going on now. It would
be an advantage to have some agricultural economists who would work with
the board. If the loans of the Canadian Farm Loan Board get larger it would
be a great help to the board to have these economists.

Q. Have you any idea of the average interest rate on land mortgages being
taken out now—not those made by the Canadian Farm Loan Board which is
5 per cent—by other mortgage companies and individual lenders, which Mr.
Brodrick spoke of, and so on?—A. I do not know except that I do know there
are two types, I think personal-friend loans and close-relative loans, which
are sometimes loaned at 4 and 5 per cent; but there are a lot of others running
around 6 and 6} per cent. ¥

Q. And with mortgage companies too?—A. As to a mortgage company
my guess would be they would not be less than 6 per cent. I do not think
there are many lending at the present time.

Q. I know as long ago as 1951 some companies had their rate up to 64
per cent, and my offhand guess would be probably that it is now up to around
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7 per cent—I do not know that for certain. You made a statement earlier that
the value of the farm land in Canada was about $4 billion or $5 billion. Mr.
Chester said the Canadian Farm Loan Board has out about $40 million. In
my calculation that means that the Canadian Farm Loan Board has loaned
1/10 of 1 per cent against the values of farm land, or for every $1,000 of farm
land the Canadian Farm Loan Board has $1 out on loan. You made the
suggestion you would like to see the loans doubled. I am wondering if doubling
would begin to do the job which you have in mind for agriculture? If you
did double the $40 million over a period of a few years for this particular
program would it accomplish much in the way of the objective you have set
forth? I know it is a good thing, but I am suggesting you can raise your
sights higher than double.—A. Doubling of the total loans, combined with
higher loans would certainly reduce the loans from the private lenders, and
to that extent farm loans would be more of a competitive field than it is now.
Private lenders, if they are going to continue to lend at all, might have to cut
down their rates a little or else lend money in the cities, and its effects might
spread. But one of the basic troubles with private lending is that they will
not give an amortized loan. A typical private loan is for 5 years and a few
for 7 years. Then, the balance all comes due and payable at the end of the
5 years and has to be renewed, and when it is renewed there are legal costs.

Q. If you accomplish your objective of reducing the loaning rate from
5 to 34 per cent would that have the effect of driving out private funds, and if
that objective were obtained the $40 million would have to be increased many
times.—A. Yes. If we ever got it as low as we are asking, the private indi-
vidual would simply be lending his money in the cities. He would not lend
in the country at 3} per cent; a few might lend still in the country at 4 per
cent. :

Mr. Tucker: Mr. Argue, I think you are a little bit out. It is not 1/10
of 1 per cent but 1 per cent.

Mr. ARGUE: I could be mistaken but I do not think I am. If I am mistaken
I stand corrected.

The CHAIRMAN: I thought it was 1 per cent, but I thought I must be
wrong.

Mr. ARGUE: I stand corrected. Even 1 dollar in 100 is still a pretty con-
servative lending rate and does suggest to me they might get it up 5 per cent,
five times the amount of the loans now made. You want the interest rate
down to 3} per cent, and I take it the main reason you want that rate is that
you do not think that agriculture can pay any higher rate, and that the farm
family would have a better chance to live and pay off the loan?—A. Yes.

Q. Certain figures were put in the record which were very disturbing,
such as the level of farm family income. Tt shows an industry which needs
new legislation and new improvements if we want to change the farm family
level from what it was in the last 29 years. Then, there were figures for a
5-year period from 1950 to 1954. I am wondering if you would care to give
us your considered estimate of what the net farm income position may be in
the coming 5 years as related to the last 5 years? In other words, can we
reasonably expect with all present trends to hold the present level of economic
prosperity for agriculture as we have had in the last 5 years?—A. That is
rather a tall order, but I would say this, that net income in 1955 and 1956
is lower than the average of those 5 years undoubtedly. My guess would be
in 1957, 1958 and 1959 it will gradually crawl up slightly, and therefore the
average of 5 years from 1955 to 1960, although a little better than right now,
will still be lower than the average of those previous 5 years. Historically
agriculture does not stay low for a very long period provided we have an
improvement in the rest of the economy. In the 1930’s it lasted longer than
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4 or 5 years because the whole economy was down, but as long as we maintain
the present level of income of people in non-agricultural pursuits I think
agriculture will crawl out of its present position slowly.

Q. That assumes a standard amount of production?—A. Assumes normal
yvields and production. It is partly based on cattle; the prices of cattle are
low and will stay low for a few years, and then crawl upward; hogs are low
today, and in a couple of years will be better. You can figure on agriculture
picking up provided general economic activity is maintained.

Mr. Chairman, I understand the committee is about te adjourn. Could I
make a one-minute summary?

The CHAIRMAN: Yes. There is one thing I would like to say first. There
are a number of persons who would like to ask questions. This committee is
sitting at 11 o’clock tomorrow morning. Would it be possible for you to make
yourself available then?

The WiTness: Yes, Mr. Chairman, as long as it is not too long. I am on
very pressing work and almost should not be here; but we consider this legis-
lation very important and it is not too often that we have an opportunity to
talk to a committee of the house on farm credit. I do not know what good
I can do for the farmers, but if I thought I could help to modify even the
present bill a little bit in the direction in which we would like it to go, then I
would certainly be willing to come back as long as it is not for too long.

The CHAIRMAN: I would not say that we could promise that the bill be
modified.

Mr. Tucker: May I say, Mr. Chairman, that I will not be able to be here
this afternoon.

Mr. ARGUE: We are not sitting this afternoon.

Mr. Tucker: I should have also said tomorrow morning. I feel I should
say to Dr. Hope that I think this is a very splendid brief which the Canadian
Federation of Agriculture has presented to us and speaking for myself only,
I would like to express appreciation to the Canadian Federation of Agriculture
for the brief and to Dr. Hope for the very clear explanations that he has given
of their views on this subject—views which I think should be most helpful,
not only to us but to the government.

The CHAIRMAN: I think we all agree in that.

'Mr. Carrick: I may say, also, that I shall not be here tomorrow, Mr.
Chairman, and I would like to ask one question.

Dr. Hope you mentioned at one time your belief that the provincial gov-
ernments which do not provide farm loans now are not likely to go back into
tpat field. As you know, the British North America Act provides that respon-
sibility for agriculture rests both with the provinces and with the federal
government. I would like to ask you this: are there likely to be losses in the
'future as great as those which have been sustained in the past, and, if this
is not likely, is it not true that the provinces which do not re-enter the loan
field may be accused of shirking their responsibilities by placing those res-
ponsibilities on the federal government?

Mr. ARGUE: Mr. Tucker asked that question twelve times.

Mr. Carrick: I would like to have my question answered by Dr. Hope.

The WriTNEss: It is a good question. I will admit frankly that the policy
committee and the directors did not go into that phase or aspect of the
matter; we did not discuss it and in those circumstances anything I say has
nothing to do with Federation policy but is a purely personal view.

With respect to long term future losses, I do not think that in the next
20 years, with the knowledge we have now both of agriculture and in the
running of the whole economy, losses in lending to farmers would be as great
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 as we experienced in the thirties. On the other hand I do not know that that
- statement necessarily means that provinces should take over, because what
we are trying to arrive at is, as I said before, the lowest possible interest rate,
and that is based upon two things: the cost of the money you borrow and
the risks involved in lending it. The federal government, with its power and
strength on both scores, is in a position to borrow money at a lower rate of
interest. Also, because the loans are spread across Canada by one agency,
with all agriculture behind it, not just one province or, one type of farm,
the risk element would be less. Looking at those two factors we believe that
a federal institution would be able to service agriculture and get a rate a
little lower than any province could possibly quote over a period of years.

Mr. Gour (Russell): 1 cannot be here tomorrow either, Mr. Chairman,
and there is just one question I want to ask. If the government decides to
put the interest rate at 4 per cent, and if there are losses that the board has
to suffer—losses by way of administration costs and losses on mortgages—do
you not think; Dr. Hope, that they should be carried fifty-fifty by federal and
provincial governments? Would you not consider that in the provinces which
do not wish to share in the 50 per cent loss, if any, there should be an interest
rate of 5 per cent?

The Wirtness: That is a new one. I never thought of that.
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THURSDAY, April 12, 1956.

The Standing Committee on Banking and Commerce met at 11.00 o’clock
am. this day. The Chairman, Mr. John W. G. Hunter, presided.

Members present: Messrs. Argue, Balcom, Benidickson, Blackmore, Bryson,
Cameron (Nanaimo), Charlton, Crestohl, Fairey, Follwell, Fraser (Peter-
borough), Henderson, Huffman, Hunter, Johnson (Kindersley), Macdonnell

(Greenwood), Michener, Pallett, Quelch, St. Laurent (Temiscouata), Viau and
Weaver.

In attendance: Dr. E. C. Hope, Economist, Canadian Federation of Agri-
culture; and Messrs. F. L. Chester, Commissioner; E. O. Bertrand, Member;

W. A. Reeve, Secretary; and R. McIntosh, Chief Accountant; all of the Canadian
Farm Loan Board.

The Committee continued its consideration of Bill 84, An Act to amend
the Canadian Farm Loan Act.

Dr. Hope continued his remarks on long-term farm credit and was ques-
tioned thereon. He emphasized certain of the recommendations contained in
the brief of the Canadian Federation of Agriculture; and was retired.

It was ordered that certain briefs from representative farm organizations,
which had been distributed to the Committee at the commencement of the
sitting, be printed as appendices to this day’s Minutes of Proceedings and Evi-
dence, viz.,

Interprovincial Farm Union Council Appendix “A”
Alberta Sugar Beet Growers,

Lethbridge, Alta. Appendix “B”
Eastern Irrigation District, -

Brooks, Alta. Appendix “C”
Lethbridge Central Feeders Association Limited,

Lethbridge, Alta. Appefuiix ! 0 i

At 12.50 o’clock p.m., the Committee adjourned until 11.00 o’clock a.m. on
Tuesday, April 17, 1956.

Eric C. Jones,
Clerk of the Committee.
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EVIDENCE

APRIL 12, 1956
11.00 a.m.

The CHAIRMAN: Gentlemen, we have a quorum.

Dr. Hope has some information which he has obtained overnight and I
thought we should start off by having him give that information to us.

Dr. E. C. Hope. Economist, Canadian Federation of Agriculture, called.

The Wirness: Mr. Chairman, I thought it might be of interest to the
committee to know what the amortization payment would be on farm loans
with certain interest rates over a 40-year period. The present Canadian Farm
Loan Board operations are based upon a 25-year term at 5 per cent, which
means that the annual charge for servicing that loan is 7-25 per cent of the loan,
interest and principal combined; an equal annual payment of 7-25 per cent of
the original loan. Now, if you have a loan at 3-5 per cent for 40 years, the equal
annual payment is 4-68 per cent per annum for 40 years. A 4 per cent loan for
40 years is 5-05 per cent per annum. A 4-5 per cent loan for 40 years is 5-43
per cent per annum. A 5 per cent loan for 40 years amounts to 5-83 per cent per
annum. These calculations, by the way, were obtained this morning from the
actuarial branch of the Department of Agriculture, specifically from Mr.
Fletcher.

‘Now, there is one more observation. I have before me the report of the
Canadian Farm Loan Board for 1954,—the year ending March 31, 1954. On page
10 we have a statement of the income and expense for the year ending March
31, 1954. They have been lending money at 5 per cent on most of their loans,
so I tried to make a rough calculation of what financial standing they would
show for that year if they had loaned money at 4} per cent; so, I took their
interest on mortgage and reduced it } of 1 per cent, by 3. It indicates the net
income from interest instead of being $648,000 would be $343,000.

By Mr. Michener:

Q. Excuse me. Dr. Hope, do you mean } or 1/10?—A. The interest rate was
5 per cent and I assumed it-at 4} per cent.

Q. That would be a reduction of 1 in 10?—A. Yes. I was wrong about that
when I took % off. That would be 4 per cent.

Q. Yes.—A. That is correct—4 per cent. Then, reducing it down to 4 per
cent—I am glad you brought that to my attention—that reduces the interest
earnings $305,000 for the year which would give them a net loss of $147,000
for the year. They show a net profit of $157,000. Lending at 4 per cent would
have shown a net loss of $147,000. You see, our contention has been that with
a much greater volume of business, the rate could be much lower, as the 4 per
cent rate shows only a $147,000 loss.

Mr. MACDONNELL (Greenwood): Mr. Chairman, does Dr. Hope mean that
if there was an expected increase of business then that loss which he has
indicated would be lower?

The WrTneEss: It would be either lower or zero, no loss. The present volume
of business is relatively small. Of course, this institution is set up as a profit-
making institution. We conceive of the Canadian Farm Loan Board as really
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a service institution, not for the purpose of making a profit. I believe under the
amendment it will be changed; but after setting up the legal reserves, as I
understand it, a certain amount goes back into the treasury. Would it be true
then, Mr. Chairman, to say that the profit motive has been removed from the
board by the proposed legislation?

The CHAIRMAN: The truth would be that instead of building up the larger
reserve which they have they will only have reserves as set forth in the amend-
ment. Previously they had larger reserves than they were compelled to have
under the act.

The WiTness: But after the legal reserves are met they pay income tax.
The CHAIRMAN: They pay income tax.
The WiTnEss: It still operates as a profit institution.

By Mr. Michener:

Q. You do not advocate that it should be operated at a loss, do you?—
A. No. But I would suggest this: if it is going to be a service institution over a
time you can either have a profit institution which is supposed to show a profit
or service at cost.

Q. I do not take it to be your position that it should be subsidized each
year out of the public funds and operated at a loss?—A. Well, our federation
did say that the money should be loaned at cost.

Q. That is a different thing. If you are trying to operate at cost, you may
be in the red one year and up the next, but over the years you would break
even.—A. Yes.

Q. A reduction to 4 per cent, in the example you gave, would necessitate
a loss?—A. Yes, on the basis of the present volume of business.

Q. You do not advocate that we plan to have an annual loss in the future?
—A. No.

By Mr. Argue:

Q. Your brief also suggests that the administration costs should be borne
by the treasury.—A. Yes.

Q. Which is another way of saying it should be a permanent subsidy or
payment from the treasury for the operation of the board, namely for admin-
istration?—A. Yes.

Q. Do you think that Canadian government policy, if it were along the
lines you suggest paying the administration costs and providing a certain
element of subsidy even though small, can be justified in relating that policy
to the type of agricultural policies which may be in force in other highly in-

~  dustrialized or advanced countries?—A. Yes. I think I can. We have claimed

- that agriculture is a low earning industry—and this is partly a social problem
as well as an economic one. I think there are advantages in having a reasonably
stable agricultural economy over a period of years, and an agricultural industry
which is not too small. We are slowly becoming a little bit less important

- segment of the economy all the time. Maybe the time will have to come’

when we will take a good look at agriculture and say how is it going, is it
good policy to have agriculture becoming a gradually dwindling percentage of
‘the total economy; should we go down and down until we are 90 per cent
lhdustnal and 10 per cent agricultural; is it a good thing in the long run for
the economy? To that extent, then, if you believe you are liable in the long
run to have a relatwe decline—to a very small percentage of the total
economy—then you might say that a subsidy of some nature in administra-
~ tion costs might be something which would be in the national interest. That

e
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is the attitude we have taken. We do not say specifically how low agriculture
should go in its relative position to the total economy; but we feel the time
will come when Canada will take a look and decide it has gone far enough.

Mr. MACDONNELL (Greenwood): Mr. Chairman, could I ask this question.
I notice, Dr. Hope, you said, speaking of the board, “It was set up as a profit-
making institution”. Do you mean by that, that that was the deliberate inten-
tion of the government in setting it up, or do you really mean it has in effect
been run as if it were intended to be a profit-making institution?

The WiTNESS: The answer is your second proposition.

By Mr. Bryson:

Q. Dr. Hope, I understand that the government’s thinking in setting up
this legislation as a profit institution was done not to discourage private
lenders from lending money on farming land; that is my understanding of
that. According to your evidence you believe that the Canadian Farm Board
is the only agency left that is actually lending money to farmers. Now, in
the light of that how do you account for the fact that other lenders have
disappeared and the source of credit has dried up? Would you say it was
possibly the Farmers’ Creditors Arrangement Act which has been in force which
has discouraged it?—A. I would suggest—and some gentlemen here may know
more than I do; this is my personal view—it is partly in some provinces based
on the experience under the Farmers’ Creditors Arrangement Act; but that is
not the whole story. It is probably due to alternative earnings of capital at
higher rates in cities where they have more confidence than they" have in
agriculture; the cost of servicing agricultural loans is higher. In Canada
it takes longer to appraise farm land than city property. In the cities you
can invest large amounts of money in blocks and therefore they tell you it is
better than investing in small loans of $3,000, $4,000 or $5,000 scattered around
the country, They have tried to streamline their investment programmes and
they find it is better in the cities and in industry in general. I think that is
the answer. The Farmers’ Creditors Arrangement Act is of course part of
the answer but perhaps not the most important one.

Q. Then there seems to be little or no reason why this board should
remain a profit-making organization if these other people have left the field?—
A. Well, it is true there has been a great gap appear since the 30’s. The
experience of the 30’s was such that they withdrew as rapidly as they could and
collected their money. Only in a few cases, in a few provinces, do I understand
very occasionally they make a few loans. It is not universal. I can give you
a personal experience. Six years ago I tried to get a loan on my farm for
certain purposes. I was not eligible for a farm board loan at that time, and I
scurried all around Ottawa to every loaning company, to every insurance
company and every trust company that I knew of. Not one would advance a
small loan, despite very good security, on a farm; not one! Eventually I went to
a private lender and paid a very good interest rate.

The CHAIRMAN: I think there are a number of other reasons. I know that
in our office we handle a great many mortgages, and therefore we have some
idea of the viewpoint of the lending institutions, and one is that the cost of
servicing city property—the actual cost of servicing the loan—is lower than
in the case of farm property; inspections are cheaper and they can. keep
costs down pretty well to 1 per cent. Secondly, if the loan falls into default
and ‘they have to take the property over, the city property is much more
easily managed; it does not deteriorate as rapidly as a farm, which, if not
well managed, deteriorates quickly. Thirdly, there has been such a housing
boom throughout Canada that practically every cent available for mortgage
loans from lending institutions has been spoken for by builders of houses
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before the money was even available. These are some of the very good reasons
why lending institutions have not gone into the farm field. Of course, their
experience was very bad in the western provinces, too.

Mr. QUELcH: There are quite a few mortgages out in western Canada
still, are there not, in the hands of some of the insurance companies? It may
be they are repeat mortgages.

The CHAIRMAN: Is the Canada Permanent still out there? They have been
out there in a rather large way.

The WiTNEss: The Great West Life Assurance Company had very heayy
investments in farm property in the west, but hardly ever operated in
Ontario. As I understand it, in the ’thirties the institutions which were
lending were chiefly in the three prairie provinces, and very little in the east;
and because the risks were not nation-wide they had their eggs in one
basket—the basket that failed. Their experience was unfortunate chiefly
due to the fact that the risk was concentrated in one area.

Mr. MACDONNELL (Greenwood): I think the reasons you have just given,
Mr. Chairman, were very good ones but is there not an additional reason,
that is, the assistance being given by public authorities for house building in
cities, namely through the Central Mortgage and Housing Corporation? I
think that has stimulated the trend. I have also heard, though I have no com-
plete assurance on it, that a good deal of the lending done in the west by
private institutions recently has been done in the cities and not to any great
extent in the country, whereas formerly it was done almost wholly in the
country.

Mr. QUuELcH: Possibly they have doubts about the future of agriculture—
they fear that prices are falling and that farmers may find difficulty in meeting
their obligations. -

Mr. MACDONNELL (Greenwood): I think the reasons given by the chairman
are very strong. The demand in the cities has been there, and it is easier to
collect payment and so on.

The CHAIRMAN: I know that building contractors have had to curtail their
programmes in some areas, not because of physical difficulties but because there
was not longer any money set aside by lending institutions for use during
that year. Consequently, they had to defer part of their programme until the
following year when they could expect an allotment from the lending institu-
tions in respect of that year.

Mr. MACDONNELL (Greenwood): On the other hand, I think we could keep
an open mind; this is a situation that could change, and you might find private
institutions very ready to consider making loans again in farming areas when
some of the pressure is off.

The CHAIRMAN: I think you might well find them returning to that field.
Anyone familiar with Toronto will have noticed that vacancy signs are now
to be seen outside a number of the apartment buildings which have been
constructed as part of a great effort in this direction over the past few years,
whereas formerly the mere rumour of a vacancy would attract about 500
people eager to have the rooms. That would indicate that the need for this
type of housing has been fairly well satisfied.

Mr. WeAvER: I would like to thank Mr. Hope for the brief that he and
Mr. Brodrick have presented. It is one of the most reasonable and sensible
briefs I have seen in recent years on farm credit. I notice that on page 8
it mentions that there would seem to be little need for a special programme of
making second mortgage loans, and I was wondering whether Dr. Hope would
care to comment on that.
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The WITNESS: Well, we thought that the chief purpose of the second
mortgage from the Farm Loan Board was primarily for buying equipment
and livestock for the purpose of getting increased productivity, and we thought
that the board could simplify its operations if it just dealt with first mort-
gages only, the maximum loan being raised to $20,000. Then, we suggested
some modifications in the farm improvement loans and we considered that
the two acts, amended as we proposed, would make it unnecessary to have
the board operating in the second mortgage field. I note, now, that in the
proposed bill the power to grant second mortgages by the Board has been
withdrawn.

Mr. CAMERON (Nanaimo): I was interested, Dr. Hope, in your remarks
about the declining importance of the agricultural section of our economy,
and I was wondering whether your estimate was based on a decline in the ratio
which agricultural production bears to total production, or whether it was
based on a decline in the proportion of the gross national income which is
going to farmers. It seems to me that any action we might take would
depend on the basis on which you have made your calculations. Obviously,
if your estimate is based on a decline in the proportion of the gross national
income which is going to farmers, then the solution is to increase that pro-
portion. If, however, you feel that the situation is caused by a dangerous
decline in the proportion of our gross wealth production as accounted for by
agricultural products, that means an expansion of the agriculture industry.
I was wondering on which basis you had proceeded.

The WiTNEss: We do not try to refine our definition of relative decline
too much. There are a number of indices which could be used—a decline
in the relative labour force is one; the proportion of people engaged in agri-
culture is going down all the time. But this decline will, it is likely, begin
to “taper off” pretty soon. The percentage of the total national income com-
ing from agriculture is another index that could be used. We expect that
to go down gradually, but that point was developed rather fully in the brief
we presented to the Gordon Royal Commission. The situation will depend
in part on our success in maintaining our exports. If we depend entirely
upon our domestic consumption of food, it is definitely going to decline rel-
atively; if we can maintain our export trade in some products we can prevent
the relative decline being so rapid. In theory, we might be able to stabilize
the situation if we could get our costs down low enough to compete with the
rest of the world on a favourable price basis. In those circumstances we could
maintain the agriculture industry relatively better than we could if we had
a declining export trade.

Mr. CHARLTON: Speaking of exports, what is the percentage of exports

. of agricultural products?

The WiTNEss: It totals about 30 to 35 per cent of our total agricultural
production. That is based on gross value.

Mr. CHARLTON: What percentage of our total exports is represented by
agricultural products?

The WiTNEss: That is not very far from 30 per cent, also, I think.

By Mr. Argue:

Q. The main reason farmers get into difficulty in paying off loans is
the fluctuation in the prices of agricultural products, and I think a great many
pf the problems involved in lending and borrowing money would be removed
if there were suitable policies for the agricultural economy. I was wondering
what stand the Federation is taking with regard to an agricultural programme
into which our lending institutions would fit. In other words, what are your
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suggestions for preventing a further decline in agriculture industry, which is
in a state of semi-depression at the present time?—A. One of the ways in
which we could maintain our export industry would be to achieve a continuous
increase in our efficiency. We are competing against a large number of other
countries which grow farm products for the export market, and to the extent
we lag behind them it will be more difficult for us to maintain our position
in the export trade and to maintain agriculture as a fair-sized business in
our economy. Loans such as we are talking about—Ilong term mortgage loans
and farm improvement loans at a reasonable rate of interest—would allow
farmers to equip themselves in order to achieve this end.

We must not forget that almost every country in the world—one might,
indeed, say every country, including even the so-called backward countries—
are going all out to make agricultural production efficient. They are holding
interest rates on loans as low as they possibly can in order to enable farmers
to buy productive equipment for this purpose. If we, in Canada, are going
to lag behind the rest of the world we shall lose our export market, and to
that extent even home-produced food would be dearer.

Q. Surely you must go further than this and say that a domestic policy of
support prices-——subsidies—use whatever term you like—is essential to maintain
the efficiency of the industry and remove some of the results of these violent
fluctuations in prices?—A. It is true we have advocated a price support policy,
though not one of an extreme character. The Federation, we consider, has
not gone all out and asked for extreme price supports, but we believe that
if we can prevent prices falling too low we shall prevent them going too high
later on, and thereby stabilize the price to the producer and to the consumer
also, at a cost, perhaps, from time to time, of some subsidies. Some loss might
have to be borne, but if you do not assume that there might be a loss
occasionally, you will simply never stabilize agriculture.

In other words the farm economy in a completely free market with no-

price supports and no government intervention whatever would tend, over
_a period, to become more gradually violent in its price and income fluctuations.

Mr. QuerLcH: Would you say that we are competing with the treasuries
of other countries, rather than with the farmers of other countries?

The WiTnEss: Yes, to some extent that is correct.

By Mr. Weaver:

: Q. As an agriculture economist, Dr. Hope, can you tell us whether it is
safe for the agriculture industry to depend upon 30 per cent of its product
for export?—A. Let me answer that question this way: there is, I admit,
always some risk in an international market, because no one knows what is
going to happen to foreign countries. On the other hand, that 30 per cent
is nearly all wheat, and if we leave wheat out it would not amount to more
~ than 10 per cent. As far as wheat is concerned we must have a substantial
- export market because there is no other profitable one for the land, unless
- we want to put all that land into cold storage. We have got to send that wheat
out. So, leaving aside the rest of the surplus of farm products today, it is
not very great. In some cases, of course, it is still of importance—potatoes,
to take one example, and, to a large extent, tobacco.

Q. I suppose you are of the opinion that a big influx of immigrants would
largely remedy that situation by increasing consumption in the home market?
—A. Yes, we advocate a good healthy immigration. We would like to see the
home market expand.

Mr. BLACKMORE: Yes, but the immigrants would also increase production.
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The WriTnNess: That is so, but we do not consider the immigrants would
increase farm production too much. They seem to like to work on a farm
for a few months and then to leave for work in logging camps or in industry.

By Mr. Quelch:

Q. Mr. Chairman, does Dr. Hope know the percentage of our imports
from the United States represented by agricultural products?—A. I am afraid
I cannot answer that question exactly, except to say that it is very high
because of cotton, citrus fruits, fresh vegetables and fresh fruits out of season.
I would guess the figure would be at least half, or more than half, of our total
imports from the United States. That includes, of course, imports which are
non-competitive such as raw cotton which is of tremendous importance.

Q. What about sugar and coffée?—A. Yes, some sugar comes in, but coffee
is not grown in the States unless you count Puerto Rico. Some rice comes from
the United States. The percentage of our fresh fruits and vegetables coming
from the United States is steadily increasing because of our wealth which
results in an increase of our out-of-season consumption.

The CHAalrMaN: Dr. Hope, with the increased mechanization of farms, is
it still more expensive to operate even though a farmer needs less hired
hands? I was just wondering if the increasing expenditure on mechanization on
farms was not to some extent counter-balanced by the fact that you need less
people to operate?

The WiTNEss: In other words, increased mechanization is counter-balanced
by a smaller need for labour and results in lower costs?

The CHAIRMAN: Yes.

The WiTneEss: On the basis of the cost required to produce the article, yes,
you are correct; the reduction in labour costs more than off-sets the cost of
the machinery, otherwise no one would farm along these modern lines. That
is one answer. At the same time, mechanized farming does require more of
the operating costs to be paid for in cash, and it requires more capital, because
capital is replacing labour. I made a calculation once, a few years ago, rather
roughly, and it appeared that it then required about $7,000 or $8,000 worth
of machinery to replace one man in agriculture. That appeared to be the
situation then. In the old days of horse farming a man needed to put out a
lot less capital, although he had to have more labour. Labour was paid monthly.
You did not have to borrow money to pay labour. You paid them monthly
wages, or every other month, and it was a continuous process. But now you
do not do that. You have to go out and borrow $5,000 or $6,000, and you have
gradually to repay it with interest and principal payments, so it is a different
kind of finaricial management from what it used to be. "

By Mr. Quelch:

Q. Having in mind a farm that is largely a grain farm, and one in which the
soil is of such character that the yield will be an average one, how large
would you say that farm should be in order to make the most economical use
of the full line of farm machinery? Did you not suggest some time ago that it
would have to be around two sections?—A. Some years ago, wher I was out
west, I probably made such a statement. I was more familiar then with con-
ditions; but I have not been out there for some years and I would hesitate to
say now exactly what it should be. I do know that since I was out there
combines are larger, one-way discs are larger, seeders are bigger, and I know
that today it likely requires a larger unit in acres, to obtain a more efficient sized
unit than when I was out there,

‘Q. I would imagine that is pretty well true today, and that a farmer would
need a larger amount of capital to finance an efficient unit. We can hardly
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expect the government to finance or subsidize an inefficient type of farming.
That is probably why farm units are increasing in size, in order to operate on a
more efficient basis.—A. That is correct.

Mr. ARGUE: In your study of agricultural policy in other nations of the
world, do you know of any advanced nations which do less in the way of support
prices and other policies for agriculture than is done by our country?

Mr. MicHENER: That is a pretty broad question!

The WiTnEsS: No, I do not know of any country that does less.

By Mr. Charlton:

Q. Coming back to the answer that you gave to the chairman’s question; did
you answer on the basis of the entire country, or on the basis of east or west?
What proportion would there be in your answer with respect to east and west,
and in the method of farming?—A. What was that again. please?

Q. The chairman questioned you and he asked you with respect to the cost
of equipment.on farms, would it probably offset the increase in labour previ-
ously, with labour instead of equipment. Would you say that perhaps the
difference would be similar in the east and the west, or would there not be a
much greater reduction in the west than in the east?—A. Yes, because the west
is much more highly mechanized than the east. They have gone to the extreme,
and I do not know if the west can reduce the labour content of their farm
products very much more. But in Quebec you have the other extreme, where
mechanization in Quebec has not gone very far.

There is an interesting point which I looked up the other day. It has to do
with the value of horses in Canada. I found that the value of horses today in
Quebec is about $150 per horse, while in the west it is $55. The value of horses
in the western provinces since 1935 has not increased more than $5 or $6, starting
away back in the thirties; but in the province of Quebec horse prices started low
and have gone away up in price. Maybe horse dealers would make money
through buying in Saskatchewan and shipping to Quebec But, at the other
extreme, New Brunswick is also somewhat similar but not quite so much as
Quebec. I know that the demand for motive power in Quebec is still heavily
influenced by the number of farmers who are horse farmers. There is prob-
ably a reason for that because Quebec farms are somewhat smaller, and maybe
some of the land is a little rough and stoney. Therefore the Quebec farmers
find that they make a better living right now with horses than they could by
buying a tractor. That is because of the nature of their land and the longer
winters and the deep snow, where they would use horses more often in the
‘bush, and where the tractor is not very effective in the bush unless you equip
it with half-tracks; but we feel that even this will change, and the day will
come when the Quebec farmers will be highly mechanized. The problem then
of financing farms, which is positively the greatest problem in the west, will be
the same in Quebec as it is out west and even in Ontario. and it will also occur
in New Brunswick.

By the Chairman:
Q. Would that not entail a change in the type of land holding in Quebec?—
A. It would require larger farm units in Quebec. They might adapt a small
tractor and equipment to a small tract of land but it would not be very economi-
cal; it would probably require a somewhat larger farm in Quebec.

By Mr. Argue:

Q. The purpose for advancing money under this act is, I believe, to
provide more efficient farm units. Whenever there is industrial unemployment
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in Canada everybody says that it is a bad thing and that we should try
to correct it. But when there is a lot of unemployment in the agricultural
industry, that is not true, although you have a good deal of labour with certain
very tiny units which are very definitely under-employed.—A. That is true.

Q. Could you give us some idea of that under-employment and the num-
ber of employees in the agricultural industry who, by and large, because of
their tiny farms, are wasting their ﬁ?e by being in that industry, and adding
practically nothing to the productivity of the country?—A. I hate to give a
figure. The census should give you some guide as to the number of part-time
farmers and the number of self-sufficient farmers just producing enough for
their own home produce. That is the type of which you refer, but off-hand I
do not think I had better make a guess on it.

Q. Would you say that there might be many of the 100,000 people, the
labourers working in the agricultural industry, who work at no other industry,
who are totally, or almost totally under-employed in the agricultural industry
because they are attached to, let us say, a tiny and inefficient farm unit?—A.
Yes, I think that 100,000 would include nearly all the family labour; that might
be an approximation. There has been a great decline in the number of farms
since 1946, and a big drop in the labour force in agriculture since 1946, but
in spite of that decline, the volume of farm production keeps on going up.

Q. Surely.—A. We believe that the decline in itself has been mostly in the
sector of fringe farmers that you are referring to who are dropping out of the
picture. ; :

In some cases their farms have been taken over by their neighbours; in
some cases they are dropping right out of the picture and the land is going right
back to forest. That is a process which has been going on rather rapidly in
the post-war years, but we see an indication of it slowing up. Based upon
what we can anticipate in Canada that decline will not go on much longer.
The problem of course is, what can we do about those farmers?

By the Chairman:

Q. In what province would there be the greatest decline?—A. In New
Brunswick and Quebec. The unpaid family labour force, the farm labour
force, in Quebec has gone down quite substantially in the last ten years. I
am not too familiar with Quebec agriculture, but I can say that part of the
answer might be to look at the definition for unpaid family labour as used in
the Labour Force Survey. A labour force survey defines unpaid family labour
as a worker who works so many days per week on a farm. You can see by
looking at some of the figures that the decline in the unpaid labeur force in
Quebec has been mostly in female unpaid family labour, which would lead me
to believe that the farm women of Quebec perhaps do not go into the cow
barn as much as they used to, and therefore they are dropping out of the
unpaid farm labour force.

By Mr. Macdonnell (Greenwood):

Q. Perhaps they are going to work in the city?—A. Possibly so, but the
girls may have decided not to do so much farm work, and the same thing goes
for Ontario and all over the country. Women are withdrawing from the cow
barn.

Mr. HurrFMAN: Perhaps it is because of milking machines.

The WiTness: Yes, milking machines would be quite a factor.
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By Mr. Quelch:

Q. In the west there are more girls running tractors now than ever before.
—A. In the summer time that is a very important feature, and it is quite true.
Although we are concerned with the sub-marginal farmer or the small farmer
on land like that, we hear people talking about inefficient farmers and how
we are subsidizing inefficient farmers. But you have got to take a look at both
agriculture and non-agriculture, and when you consider a poor farmer with
a low income. When you look at city people, I doubt very much if we have
any greater percentage of inefficient people in agriculture than we have in
industry. Take, for instance, non-farm labour. A farmer is always penalized
if he is a poor producer. But in the city, people are not necessarily penalized
if they happen to be poor producers. If you work as a labourer, well, you
get a certain standard wage rate, and unless you are very bad, you will still
stay on the job. But when a farmer becomes inefficient his income goes down
before very long. So I do not think that agriculture is any worse in that
respect, having regard to all the people of Canada. We hear people complain
that we have so many inefficient small units.

By Mr. Macdennell (Greenwood):

Q. ‘That is why farmers are so much better than the rest of us.—A. There
is another factor too. We must not forget those who have invested in farms
in the back concessions of this country of ours. We often find a lot of happy
people on small farms—some are mighty happy people. Usually they get low
incomes, but they do not ask for a lot of things. They might be just as happy
there as if they were shifted into some industrial job.

We would like to help them all we can, yet we do not think than any
holus-bolus moving of them is going to be the final answer. However we do
think this: what Canada does need, what we do need is a national policy of
land classification right across the country. We definitely need a national
policy of economic land classification by provinces so that we can mark out
the areas which we consider are not suitable for farming and then take the
people away from those lands and see if we can relocate them on some farms
somewhere else, or in the city. Beyond that I do not see how far we can go.
We have got that in the province of Saskatchewan. There the land is almost
completely classified now. Alberta and Manitoba are also well along the way.
Other provinces have got soil maps scattered here and there, but a real attempt
to zone out the nation’s resources of land has not been done. It is a long range
programme that is very badly needed.

By Mr. Michener:

Q. Do you think there are many people trying to farm land who really
are npt suitable for farming?—A. Oh yes, there are lots of people like that,
even in my own county.

Q. Is it desirable to help them to continue with such a thing?—A. No.
Thg farm home improvement assistance administration in the United States
points up how carefully you have got to be when you help a man through
assistance, that you do not perpetuate him on a piece of land which is obvi-
ously unsuitable for agriculture. That is the judgment of the administrators.

By Mr. Charlton:
Q. Is that what Dr. Patterson meant when he said that some of these
: people on marginal farms should move to the city?—A. Dr. Patterson is a
pretty sound man and if he said that, I am sure that is what he meant. I think
he meant that if they were on sub-marginal land they would be better off
if they were located in a city or on some better piece of land.
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Mr. MacDoNNELL (Greenwood): It may be that you feel that we cannot
do anything about it. But I have been impressed by the thought that the
agricultural problem is not one problem, but several problems. We are talking
about an average farmer, but such a farmer does not exist. My point is this;
it has become clear that farming conditions in the west are one thing; in
Ontario they are another thing; in Quebec they are another thing, and in the
Maritimes they are still another thing. You may say that there is nothing we
can usefully do by way of trying to break that down, but it does seem to me
that there is something artificial in trying to deal with an average situation,
without trying to see how different the problems are in the various parts of
the country. Perhaps when Mr. Chester returns, he can give us statistics to
show how relatively important the loans are in various parts of the country.
Perhaps you might consider that, Mr. Chairman. You need not give a ruling
now; but it seems to me as I have listened that what we are discussing is
something which is terribly concrete and real.

Mr. BLACKMORE: In every type of farm we have throughout the country,
the interest rate charged on the loan is an important matter, and that is, after
all what we are considering right now; and the next thing is the ready avail-
ability of the loan when needed, which is a very important matter, and that
is another thing under consideration in this committee at the present moment.

By Mr. Pallett:

Q. Dealing with Ontario, you are probably familiar with Dr. Patterson’s
1eport to the Royal Commission. I was wondering if in his submission he
pointed out the increasing size of the farm unit and the trend towards that
increasing size, and if the maximum limits prescribed in the amendments to
this act will be sufficient to take care of that trend. In other words, will a
maximum loan of $15,000 be sufficient? Your recommendation is for $20,000.—
A. We have suggested $20,000 as a maximum, which is $5,000 more than your
proposed amendment. I might say that with the Farm Credit Administration
in the United States their maximum is $100,000. That is the maximum loan

which can be obtained in the United States under the Farm Credit
Administration.

Mr. BLACKMORE: And their need for loans is no greater than ours!

By Mr. Pallett:

Q. There is this trend in Ontario towards larger sized farm units.—A. Yes.

Q. Am I correct in saying that if you want to start with an average 100
acre farm, let us say, in western Ontario, that in order to bring it anywhere
near an efficient operation it would involve an outlay of between $40,000 to
$50,0007—A. I cannot answer that question exactly. I am not sure of the
capitalization of western Ontario farms. It would be much higher than would
be the case in eastern Ontario, for a 100 €cre farm here. I would not like to
say what it would be in western Ontario.

Q. Is there any trend towards a specialized type of agriculture?—A. Very
much so.

Q. Which involves a higher degree of mechanization and even research
coming into it?—A. Yes.

Q. Involving a higher output of capital; and would you care to con-uﬂent,
if there would be any merit in increasing the size of the land under this act to
take care of this situation, or including it under the Industrial Development
_ Bank, since farming is a special industry.—A. I would rather that agriculture
was not financed by the industrial development bank. I would rather treat
this as agriculture and not as an industry. We do not favour big corporation
farms. T know there are big farms—even perhaps here in Ontario—with a big
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capitalization. We do not feel that is the answer to agriculture. We still
stress the family-type farm. I think it is important, and I do not think that
you need a huge capital investment to make agriculture healthy. That is
why we thought $20,000 would be ample to cover even a person who wants
to get a large efficient farm unit.

Q. It is agreed, I believe, that there are a number of situations where
the $20,000 loan would not be sufficient?—A. There would be some cases no
doubt; but not to any great extent. Mind you, Mr. Chester could certainly
answer that question better than I could. He would know the amount of loans
which have gone forward. However, a $20,000 loan lending at 60 per cent
of the appraised value of land means about $30,000 worth of land.

Q. A little better than that.—A. Yes. That is a pretty good-sized farm.

By Mr. Macdonnell (Greenwood):

Q. Accepting your view that that is a pretty good-sized farm, is there a
feeling that as a farm gets larger it becomes less efficiently operated and the
loan becomes less secure? Up to what point do you think a unit could be
efficiently organized? What would be the test?—A. The test, of course, would
vary with the province, whether a fruit farm, specialized poultry farm, and
so on. You see, after you get to a certain point in any sized unit, if you ex-
pand it you simply double each unit, and get another combine, and so on. If
you double it and get one more combine, you probably have not increased your
efficiency.

Mr. CHARLTON: If you do not double it and still have to acquire the second
combine, then you decrease you efficiency?

The WiTNESs: Yes. If you have not doubled the acreage, then, of course,
you would not.

By Mr. Macdonnell (Greenwood):

Q. Is there also a feeling that when you get to larger figures the man is
operating on a scale where he can get his money elsewhere?—A. That is an
element, but probably a more important element is age; it is very important.
When I was in Saskatchewan at the university we studied that question care-
fully. We analyzed all the farm records taken over a period of years. We
examined the age of the man when he bought additional land, and that research
came out with the conclusion that the typical age of ceasing to expand the
farm unit was 55 years of age. The typical farmer at 55 years of age slows
down to the point where he does not think it worth while to expand his business.

~ That may also be true in the city. I am 56 years old and I find the same thing.

I am at the point now where I do not want to take on more work than I can
handle. A few years ago I could gobble anything up, but now I think I am
handling all I can handle. If a farmer reaches that point at this age he is
not likely to want to buy more land unless he has a young son coming along.

Mr. BuackMoORE: There is a question which I think would be worth probing
into to some extent. As I recall it, Dr. Hope pointed out that the United States
has gone all out—if that is the expression he used—to rmake their farmers
efficient. Is there any reason why Canada, everything being considered, such
as her present industrial development, potential industrial development—is
there any reason why Canada should be less inclined to go all out than the
United States?

The Wirness: Not a bit.

Mr. BLACKMORE: It seems to me that has an important bearing on this
matter.
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The WriTness: I think producing our food as efficiently as possible is in
the national interest.

By Mr. Michener:

Q. That is not the same thing as producing more food. It is not necessarily
in the national interest to produce more food?—A. No. I said to produce it
most efficiently.

Q. That is a very important distinction.—A. It is true that most of the
techniques in agriculture to increase efficiency are also volume-increasing
forces. That is a very important thing to consider. Supposing you want to
get a higher yield per acre of oats, for instance, in Ontario, or a higher yield
or lower cost of producing soya beans or sugar beets or something, how do
you do it? By putting on more fertilizer. You get a lower cost per unit but
more total volume. You want to produce milk cheaper per 100 pounds. You
feed a better kind of feed and you get a lower cost per unit of milk produced,
but also a larger volume. When you do these things you obviously have to
look for an additional market if you can, either a home market or a foreign
market for the result of the increased efficiency.

By Mr. Charlton:

Q. Is it not true in many cases where farm prices are down that the
production goes up?—A. Well, I am sorry I have to disagree with that. That
is what economists call a backward sloping supply curve. Some people have
claimed that, but I have never been able to see it. It may be due to the time
lag; that is, the farmer lags in response to price. But I know, for instance,
that when the price of hogs goes down it is only a matter of months before
there are less hogs produced.

Q. There is a tendency to try to increase production to take up the lag
in the price?—A. I do not think that is the solution.

Q. What is the difference?—A. Here is an example. Supposing this farmer
produces hogs, and sometimes some turkeys, and maybe some eggs, perhaps
dairy products as well; hog prices go down, and he knows this coming year it
will be down in hogs, and he may look around and say, “I have got to produce
another $1,000 in income”. He may go in for more turkeys. He may reduce
hogs a little, but he will go in to turkeys to get the extra $1,000. That is why
the total volume of farm production does not go down. Production of individual
products shifts around, but the total keeps on going pretty steadily.

By Mr. Huffman:

Q. Doctor Hope, as I recall your observation yesterday, you predicted farm
commodity prices would show a general increase over the period which we
are now in. Will this trend mean there will not be a lesser demand for loans
than there has been?—A. On the basis of a gradual recovery in agriculture
from the present position, you are assuming that would mean a decline in the
demand for loans?

Q. Yes—A. Not exactly. There would be a decline in the’ loans of a re-
financing type, but there would be an increased demand by young farmers.
I do not think you could say that would be the result. The net effect would
likely be no significant change in the overall demand for loans. We know
this, that prosperous times bring out a great demand on the part of farmers

. for intermediate credit loans—a greater demand. In other words, in prosperous

times the farmer is expanding and wants more fertilizer and equipment, and -
so on. There is more fertilizer put on when there are high prices than when
prices are low. In hard times the farmer does not buy fertilizer.
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Q. On page 6 of your brief you say this: “In some cases sons inherit their
fathers’ farms after helping run them under a wide variety of more or less
informal arrangements.” I would hope that you would stress that point still
further because rather than the informal arrangements I would hope that there
would be more formal arrangements, so that when an estate or a farm is
transferred there would not be the problems which sometimes arise now in
another department of government, namely, the National Revenue Department.
—A. I agree with you. It is very tragic sometimes, the complete financial
ball-up which some farmers get into with their own sons with respect to
establishing arrangements, as to income tax and everything else. It is an
extrémely involved thing. I suppose it is partly carelessness. A young fellow
will work with his father for years with no financial arrangements and then
when the father dies everything is up in the air. I agree it is a bad thing.

- The federation has not really gone out on an educational program of that
nature. I believe we should perhaps educate our members to do these things.
We are now trying to get them to take out workmen’s compensation. More
farmers should carry workmen’s compensation for farm help.

By Mr. Crestohl:

Q. Dr. Hope, I am concerned with one question put to you very bluntly,
to which you gave an equally blunt reply. You were asked whether there
.was any country in the world in which the government does less for farmers
than Canada. Your answer was a very direct “no”. I want to know whether
that “no” embraced all these phases of agriculture such as, is the necessity as
great in this country to subsidize farmers as it might be in other countries,
living conditions here in Canada might be good and perhaps better than they
are in other countries, and the whole gambit of conditions might give your
reply a very misleading effect. I would like you to enlarge on that—A. That
is a very good question. Of course, the way the question was put, the answer
was correct.

' Q. I do not doubt that.—A. There might be an implication behind it that
we were completely dissatisfied. That is not correct.

Q. Would you enlarge on that?—A. Obviously, we feel that we do not
have all the policies we would like to have; but we are not completely dis-
“satified with yvhat has been done to date.

Mr. ARGUE: Nobody is.

The Wirness: I do not want my answer, Mr. Chairman, to mean we
are dissatisfied and grouchy and complaining, because we are not. On the other
hand, we must admit that if you survey the world and the various countries
like Europe, New Zealand, France, and so on, they are obviously attempting
to foster agriculture on what I suggest to you to be a more generous scale
than Canada.

The CHAIRMAN: Is there not a different social and economic background
that makes them do that?

TGN The Wirness: Yes. In the case of Europe it is a desire for national self-
- sufficiency because of the danger of war. There is no doubt in the world
~about that. For instance, Italy, Denmark, Holland, Great Britain, all have the
fear of being caught unprepared and therefore they tend perhaps to subsidize
their agriculture quite highly. There is also the political situation where in
- France there is a very high percentage of the voters who are rural. That is
~not so in Britain. I think in France. the political situation enters into it.

Mr. ARGUE: As it does here. ’

The WirNess: There is one more point about New Zealand. I do not
suppose New Zealand particularly subsidizes her farmers very much, but they
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do have a lot of assistance, state intervention and guidance, in their agriculture.
They have set up nation-wide marketing boards there to handle their dairy
products. They try to stabilize the farmer’s income by means of these marketing
boards. They have a very high quality of research, state-supported, because
they know their major export products are dairy products and they have
to compete with the whole world. Therefore they go all out to increase
efficiency, and are very successful.

By Mr. Blackmore:

Q. I was interested in what you said about France.—A. I said that a
very high percentage of the people are rural and agriculture has a very strong
political voice. But, basically, looking at the world as a whole, it appears to be
this: all countries have land—I do not care where they are—they all have soil,
but they do not all have forests; they do not all have coal, nickel, aluminum,
or waterpower; but they have land, all of them. That is the one resource
they all have and they are going to develop it to the full. We have to compete
with every country in the world that knows that, and they have all types
of programs to boost their agriculture. That is the field we have to compete in.
That is a national policy employed by all these countries.

Again, I want to say this, Mr. Chairman, do not take my answer to mean
we are crabby. The question was put to me and I answered it correctly. I do
not know of any country which gives less assistance. Some give more assistance.
I would like to see a little more; not a subsidized farm economy exactly. Above
all we need, maybe, a little more sympathy from city people, as to the problems
we face on the farms.

By Mr. Crestohl:

Q. But you are quite content Canada could do more, but is doing reason-
ably well?—A. Yes, I would say we are doing reasonably well, but could do
more. I am grateful to have had this opportunity to come before you gentlemen
here to put our case.

Mr. ArcUE: We worked hard to get it for you, I assure you.

The WrTness: I appreciate it. As a matter of fact, Mr. Chairman, I am quite
convinced that every gentleman in this room here basically is friendly to
agriculture. I am sure you realize that you spend a quarter of your income on
food in this country, twenty-five cents out of every dollar. Twenty-five cents
out of every dollar spent in Canada is spent over the counter for food we
- produce, and so surely you should be interested in an industry which takes
one-quarter of your money.

Mr. ARGUE: How much do the farmers get of the 25 cents?

The WITNESS: About half.

By Mr. Blackmore:

Q. And of the food we buy how much comes from other countries without
protection to our own producers?—A. We get, of course, a fairly amount of
non-competitive products, but there is not very much of the products which
we produce ourselves.

Q. How many of the products are really competitive on the market today,
considering the subsidies given by even Turkey?—A. You mean how many
products are sold on the world market completely free of any subsidy? .

Q. No. Mr. Quelch said we are competing with the treasury of other
nations, and that means we are placed at a handicap, but the general im-
pression seems to be that our farmers should be able to surmount that handi-
cap when they are competing with Cuban sugar, other people’s potatoes, New
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Zealand cheese, butter, wool, sheep, and all that sort of thing.—A. I am not

sure how to answer. You did not put it as a question.

Q. I was leading a little bit. But, Mr. Chairman, I think it is a very im-
portant matter that we should realize that our farmers are not having an
easy time. A short time ago Dr. Hope made a remark which I thought was
very, very appropriate. He said the day will come when Canada will look
over this situation and say we have gone far enough. By that time we will
probably have destroyed a large portion of our agricultural potential. Would
it not be wise to find out whether we have gone far enough now?—A. Perhaps.
There is a small example, which is of interest to me. You have heard a lot
of talk lately about the great expansion of engineering in Russia and how
we are not turning out enough engineering graduates. It is stated that it is
a great tragedy. We have men who come back from Russia and tell us that
repeatedly. They tell us that we are away behind in engineering, and that
there is a great danger.

Did it ever occur to you that the best place to train engineers is on the
farm? It is really the best place to train a future engineer on the farm.
running machinery, where he learns from the age of ten up, and when he
goes to college he has practical experience and knows how to use his hands
and his head; he has the kind of training which a boy in the city never has.
I had a concrete case which I told to the Gordon Royal Commission, and will
give again. My son, now a Carleton College student taking an engineering
course, is about 22 years old. He was raised on the farm; at the age of 10
or 12 began to handle machinery. He repaired the machinery, constructed
things himself, and built a wagon himself. He built a day elevator to elevate
the bales of hay into barns, when 17 or 18 years old. He decided he wanted
to go into engineering, agricultural engineering preferably, and decided to
take a mechanical engineering course. About a year after he started the
course my wife was talking to an engineering contractor and somehow in
this discussion this fellow said. “What is your son going to do?” “He is going
to become an engineer,” was the answer. “Does he come from the farm?”
She answered, ‘“Yes”. He said, “You know, Mrs. Hope, in my long years of
experience in engineering and construction work I have had occasion to
meet many engineers and by far the best engineers are the ones who were
raised on the farm. “I always want the engineer who came from a farm
background and then went to college. He is better than the other fellow.”
Therefore, I say we have a great training ground for future engineers in
Canada right on our mechanical farms.

Mr. FrRASER (Peterborough): At the same time, that is taking the young
man off the farm, and that is not what we want to do.

The WiTness: That would be correct to a degree, except that we know
a certain number have to leave the farm. We do not worry too much as
long as the good man who wants to stay has a fair chance to become established.

Mr. HurFMAN: Mr. Chairman, I believe that Dr. Hope has given this

- committee desirable information, and I understand he will be called before

the agriculture committee at which many similar questions will probably be
asked. I wonder whether we have not rather exhausted the questions, pos-

_ sibly, at this time, as to the true position of agriculture? Perhaps we could

relate any further questions we might wish to ask to the subject of long-term

loans in which we are particularly interested.

The WrirNess: Following that statement, the hour is getting late and I
feel, as Dr. Huffman said, that we have for the time being exhausted this
subject. I am wondering if I might make a short statement and then, maybe,
we could come to the end of the time when my presence is required here.

Some hon. MEMBERS: Agreed.
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Mr. MACDONNELL (Greenwood): Before he goes on with that statement, may
I ask Dr. Hope whether he would consider adding to it any comments about
the possibilities ahead with regard to the export of agricultural products?

The Wirness: It does not fit in, specifically, with what I have in mind,
in a final statement, so I will just say this: So far as the export market is
concerned our views are well set out in our brief to the Gordon Royal Com-
mission. I can summarize them by saying that we feel we shall for many years
to come need a good export market for wheat. We hope to be able to maintain
it, but we do not look to see an expansion of the world total market. In
view of what is going on in other countries of the world we shall be fortunate
to hold it at about the present level.

With regard to the other products, we would expect tough competition from
the European countries. We do not look for any great expansion in the export
of farm products to the so-called backward countries, because they are embark-
ing on great projects to try to feed themselves. Therefore, we would anticipate
no great expansion in farm exports to these countries. We would hope to keep
the American market open as far as we can because this is a close market to
us, and we would very much like to see it kept open. With regard to the
British market, we are not very hopeful that we shall be able to secure any
great expansion or even be able to get into that market on any considerable
scale, because of Britain’s own domestic subsidy program and, also, because
Denmark and Holland, both surplus-producing countries, are right next door.
On the other hand, we are hopeful that our own domestic market will continue
ta expand at a sufficiently rapid rate to afford reasonable prosperity in the home
market, and we are looking to that in the future.

Now, Mr. Chairman, I come to the few remarks with which I should like
to close.

The main problem today with regard to long-term farm credit is the
transferring of farms, which constitutes a relatively high cost to a young
man establishing himself. This is mainly because, first of all, of the change
from horse farming to power farming, and this process is still going on and
will continue to go on. Secondly, a larger farm business is needed today to
provide a moderate living standard compared with the situation some years
ago. These two factors mean greater credit needs. They affect not only the
young man himself—the young farmer whose case we have stressed so
strongly—but they directly affect the father of the young man concerned—the
father who wants to retire. In many cases he wants to transfer the farm to
the son; the son only possesses a small amount of capital and the father cannot
retire unless the farm is sold at a reasonable price together with the equipment
and stock so that he will have enough to live on. Therefore this is a social
problem as well as an economic problem; a father cannot retire because the
boy is not able to secure enough money to finance himself under the present
arrangements. As I say, this is a social problem as well as a financial one and
it is growing all the time.

A suggestion was made here that we might transfer this burden to the
provinces. Well, Quebec has handled it pretty well by subsides—low interest
rates—but the Ontario scheme is working, I suppose, only moderately well.
The West, I am quite convinced, cannot do it and therefore we look to a
national scheme. I think this should be done on a national basis. I do not think
the provinces would worry about it if you took this over and in any case we
would not have to wait years and years until all provinces decided to do some-
thing. You could do it, in effect, this spring if you made a decision to do it,
and you would be doing a real service for agriculture if you decided to do it
right now.
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Private mortgages do not fill the bill for two reasons: the rates are high
and the terms of borrowing are short—five year terms renewable at the end
of the five year period. Beside the cost of renewing the mortgage one must
also consider the uncertainty which this impeses on a young man who is left
wondering whether or not he will get an extension. Private institutions have
practically withdrawn from this field and we see no evidence that they wish
to return. They are happy in the lucrative field of lending to the city people.

What we need is a national organizatien to bridge this gap which now
exists, and fill this particular field, and we feel that the field is wide open to
the Canadian Farm Loan Board who could step right in and do a real service.
I am quite confident that if the act were sufficiently flexible—if these gentle-
men were given pretty wide powers, and if they could go out and do this
Jjob for agriculture they would do it even though it would probably mean hiring
more men and arranging for some of their staff to have special training in
giving assistance to farmers.

The Federation has asked for interest at cost, and a maximum of 40 year
repayment terms with a $20,000 maximum loan, loans to range from 60 per
cent of the appraised value to as high as 80 per cent on small loans, up to a
maximum of $8,000. Of course, we would naturally like to see our recom-
mendations fully implemented; it is only reasonable we should press for that.
But if this is not possible we would earnestly like to see you stretch yourselves
as far as you possibly can along the lines we have suggested. We believe there
is nothing harmful in having a 40 year term as the maximum. It does not
weaken the loan, it does not make the loan less secure; it just makes the loan
somewhat easier for a man to pay. That does not mean to say that everybody
is going to ask for a 40 year term. Some farmers may be afraid of it and say:
“Oh, T will be dead before that time.” This thing should be flexible. Some
people may choose a 10 year period, or 15, or 20 years up to a maximum of
40 years and my guess would be that many farmers would not want to touch
the 40 year term. At the same time I am quite sure that some young farmers

_with limited capital will accept the 40 year term with great satisfaction. That

does not mean to say they are going to keep the loan on for 40 years. If the

~man concerned is an up-and-coming fellow, then after five or ‘ten years he

might decide to pay it all off. What we urge is that you should give him a
chance to start—let him become an owner, taking an owner’s interest in the
land he farms. It is home ownership that we are trying to sponsor, and in our
opinion the 40 year term will definitely help bring this about.

We consider that a lower interest rate is completely feasible even on the
government’s present borrowing rate of 3} per cent if you do not demand that
this corporation should always show a profit and if you do not worry too much
should there be a little loss now and then, or put the board “on the spot” if
they lose $100,000. What is $100,000 to an industry that has $4 billion worth
of land behind it? With the expansion of the board’s activities which could be
expected as a result of this proposed new policy it would be quite practical to
lower the rate of interest along the lines we suggest.

With respect to the percentage of the appraised value which we recom-
mend, I would say that we are not unreasonable people. The Directors of
Canadian Federation of Agriculture are farmers who are sound businessmen in
addition to being practical farmers. They do not say that all loans should
be 80 per cent of the appraised value of the property. We think that on a
large loan you might make the figure 60 per cent of the appraised value
because we consider that the element of risk attached to so large a loan is
greater. A large farm can make a great profit, but it can also make a devil
of a'big loss. The young fellow starting out to farm would not likely be in
the field for a big loan, anyway; he is not going to ask for a $20,000 loan.




BANKING AND COMMERCE 125

We are interested. in the fellow who may want to borrow $6,000, $7,000 or
$8,000—a man who already has, perhaps, $4,000. If the man is an approved
risk, and you have discussed the matter with him, make it 80 per cent of the
appraised value. But, we say, in that case let the board make a decision
whether in its opinion they think that lad needs supervision. That, of course,
will mean the hiring of some more men and_ the training of more men to
do the work. It may be that three quarters of the board’s inspectors are not
at present adapted to that type of work. Possibly, a few of them are. But
if we double the dollar volume of the business being conducted by the board
they will need more men anyway, and they should be well trained men who
could carry out the kind of supervision which we have in mind. Obviously
this means incurring some extra cost and it is possible that the board might
lose money because of this additional administration cost. We consider that
we should not shy away from this. We felt that it is in the national interest
that a young fellow should have a chance to follow his father and that the
father should have a chance to retire, even at the expense of the cost of some
supervision.

We considered for a long time whether or not it was desirable to have two
separate agencies, one an agency such as the Canadian Farm Loan Board
acting or operating on a strictly business basis and the other a separate agency
established to make assisted loans to young men starting out to farm, along the
lines of the system operating in the United States. But, on reflection; we did
not think we would get very far with the government of Canada if we asked
-for another agency. I think we know this government pretty well, and maybe
there is some logic in not having two agencies. Therefore, we conceived the
idea of taking the present board, expanding it a bit, and having a separate’
branch, maybe, to assist young farmers, leaving it to the discretion of the
board to determine how far to go within the framework of the 80 per cent
limit we have suggested. The board, and its inspectors, would be the ones
who would decide whether or not a particular man needed a supervised loan.

There is one more thing which I would like to say, and that is on this
question of the prepayment plan. There is .nothing in this proposal which
would hurt anybody, and no reason why this amendment should not be put in.
It does not weaken the loan; it simply means that when a farmer has a good
crop in his district an inspector is informed and he says: “this year you have
a good crop, and we suggest that maybe you could make an additional payment
now—your normal payment plus another, or maybe two, and we will give
you interest; and when things do not go so well, just inform us and we will
take your annual payment out of the fund.” That could be arranged without
any harm to this act. c

Mr. FRASER (Peterborough): Would it not be better to reduce the payment
for the balance of the year?

The WITNESS: Strictly speaking, that would go to another year and he
would then be in arrears. They operate that system now. They do encourage
that kind of repayment at the present time, but strictly speaking a man could
get into arrears that way. The method we are suggesting would avoid this
and the farmer would get interest on his money.

The final word I have to say is this: this is the last chance I would guess,
for some years we shall have as organized farmers, of discussing this Can-
adian Farm Loan Board question. I do not know how often this matter is
looked at, but, as I say, this may be our last chance for some years and I
think you have an opportunity right now if not to solve the young farmer’s
problem completely, then to go an awfully long way to doing so without



3::'.

126 STANDING COMMITTEE

hurting the taxpayers of Canada one iota by introducing longer terms of
borrowing, a little lower interest rate and encouraging a biggar volume of
business.

By Mr, Fraser (Peterborough):

Q. And less “red tape?”’—A. Yes, you can say that. I do not know how
much “red tape” is in it now, but certainly there should be some method of
speeding up the making of loans.

Q. Yes, faster appraisals.—A. The whole thing could be changed in such
a way that agriculture could say, at long last: we now have a plan whereby
a young fellow starting to farm on a relatively small capital has a chance to
get into operation. The bill as it stands right now is a very creeping little
step in the direction I have been talking about.

Q. Even with the amendment?—A. Even with the amendment. It is in
the right direction, but it is a very small step.

Now Mr. Chairman, I have talked for a long time; in fact I have over-
talked myelf; I have talked too fast, sometimes, but I certainly appreciate,
on behalf of the Canadian Federation of Agriculture, your kindness in in-
viting us here, and I hope we have helped a little in leading this committee
along the road to—as we see it—the light.

The CHAIRMAN: I think, gentlemen, I can speak for everyone here when
I say that Dr. Hope's discussion has been greatly appreciated. It has been
a revelation to me as a “city slicker” and I am quite sure that it has been
so to many others here, and I do thank you, Dr. Hope, on behalf of the com-
mittee for coming here, giving up your time, and being so helpful in our
deliberations.

The WirNess: Thank you very much.

The CHAIRMAN: Gentlemen, it is getting close to 1 o'clock. You have
been given briefs by other organizations which have submitted them—the
Interprovincial Farm Union Council, the Alberta Sugar Beet Growers, the
Eastern Irrigation District, and'the Lethbridge Central Feeders Association,
and I suggest that these briefs be attached as appendices -to the record of
this meeting. Is that agreed?

Agreed.

(See Appendices MA", “B”, ucu and “D”.) y

The CHAIRMAN: When you have read them, if there are any further

questions you wish to ask in connection with them, or in any other connec-
tion, there will be an opportunity of your doing so.

Normally we should now go on to hear again from the chairman of the
Canadian Farm Loan Board—if you want to continue for 10 minutes—

Mr. ArcUuge: Let us adjourn.
Agreed.

;rhe CHAIRMAN: Agreed. The committee is adjourned until 11 o'clock
on Tuesday next, April 17th.

ISy ———

L
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APPENDIX “A"
INTERPROVINCIAL FARM UNION COUNCIL
Submission to the
BANKING AND COMMERCE COMMITTEE
of the
House or CoMmMONS

Ottawa, Canada - - April 10, 1956

As farm unions affiliated with the Interprovincial Farm Union Council,
we welcome the opportunity of tabling before this committee on Banking and
Commerce our views on some of the credit problems of farm people.

The area of greatest agricultural expansion in Canada since 1901 has been
centred in the prairie regions. It is only natural that this should have been so,
since it was at the turn of the century that a large influx in immigration and
settlement took place on the newly-opened territories. Expansion was very
rapid, and this new land opened up a ready market for manufactured goods
produced by eastern industry.

- The table on the following page illustrates the increase in farm values on
the prairies from 1901 to 1951, in relation to the national increase during the
same period. :

TABLE I
FARM VALUES—PRAIRIE REGION AND CANADA
1901 to 1951
(Millions of Dollars)
Land and Implements Livestock
Total Buildings and Machinery and Poultry
Prairie Region:
L B R e 231 159 18 g 54
¢ 13 o SR SO 1,789 1,417 110 262
L TR 3,256 2,503 343 410
B BC L TN Laa 2,530 ' 1,949 351 224
L4 e P SR 1,946 1,377 318 251
SOSL RS oo 20 4,698 2,729 1,147 824
Canada 1 4
DL e 1,787 1,403 109 275
¢ ) b AT 4,232 3,344 257 631
o LSRR 6,555 i y 5,053 665 836
R e e 5,248 4,053 651 544
el ann s 4,241 3,030 596 616
- LEd Rt B BB 9,471 5,527 1,933 2,010

Source: Handbook of Agricultural Statistics—August 1955.

With the opening of the prairie frontier, the Homestead and Pre-emption
laws of the day provided ownership of farm lands by the settlers who had
come to turn the first sod. This initial policy of farm ownership on the prairies
was in keeping with the pattern set in other provinces, and in 1901, 92 per cent
of prairie farms were owner-occupied, which compared favourably with the
national average of 87 per cent. Prairie expansion coincided with the food
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demand created by World War I, and so was accompanied by a great demand
for credit. Non-governmental institutions proved a ready source, and many
farmers borrowed heavily at exorbitant interest rates. Certain provincial
governments set up lending agencies in competition with mortgage companies
to meet threats of foreclosures:

However, when the Canadian Farm Loan Board Act was passed in 1929,
most provinces discontinued their services. Because of the inflexible repay-
ment policies practiced by mortgage companies, many farmers found it difficult
to repay loans in the 1930's when low yields and low prices created an
impossible situation. Debt legislation was introduced which prevented whole-
sale eviction of farmers. Nevertheless, a downward trend in the number of
owner-occupied farms became evident, and from this shift developed an
increase in the number of tenant and owner-tenant farms as well as a definite
increase in the size of farm units. Table II illustrates the decline in owner-
occupied farms on the prairies from the turn of the century to 1951 in
comparison with other areas of Canada.

TABLE 1I
OWNER-OCCUPIED FARMS, CANADA AND REGIONS—1901-1951
Atlantic Central Prairie British
Year Canada Region Region Region Columbia
(Per cent of total occupied farms)
L 5 i s s s 60 87 95 84 92 80
L R RS | 89 95 86 90 86
o e R e 86 95 88 78 85
BB LA v s & R v E sk 80 94 86 69 81
o B i PR 75 92 85 59 80
R AR 5 92 88 61 85

* Including data for Yukon and N.W.T.

Sources: 1901-41, Census of Canada, 1941, Vol. 8
1951, Census of Canada, 1951, Vol. 6

The increase in size of farm units, too, has been more evident in the prairie
region than in other areas of Canada which were already established agri-
culturally at the time the prairie region was opened for settlement. Table III
on the following page illustrates this change.

TABLE III
AVERAGE SIZE OF FARM—CANADA AND REGIONS—1901-51
(Acres)
o Atlantic Central Prairie British_

Year Canada Region Region Region Columbia

I el v e % ke e 124 - 102 104 279 230
LT B R IS RN R 160 105 104 289 150

o s S e 198 104 119 344 130

o A e B 224 112 122 381 136

S R R R OREREE O 237 116 122 405 153

1951 ................. 279* 113 132 498 178

* Including data for Yukon and N.W.T.

Sources: 1901-1941, Census of Canada, 1941, Vol. 1
1951, Census of Canada, 1951, Vol. 6

Although the size of farm units increased most rapidly between 1911 and
1931, the actual number of farms in the prairies continued to increase during
the nineteen thirties. Table IV below, illustrates the rise and fall in farm
population by tenure and areas from 1901 to 1951.
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TABLE IV 4
FARM HOLDINGS BY TENURE AND AREAS—1901-1951
Item by Province 1901 1911 1921 1931 1941 1951
Total number of
occupied farms
1. AR sl s 32,252* 43,631*% 53,252* 54,199 58,024 52,383
AT R 13,445* 95,013* 119,451*%* 136,472 138,713 112,018
S ANE T 9.479*% 60,559* 82,954* 97,408 99,732 84,315
Operated by owner
$C ML e 28,663 36,385 43,169 317,769 38,293 37,184
9. 8ask ..o 12,924 86,109 91,587 90,250 72,954 61,157
B AR s ol 9,076 55,688 65,900 70,751 62,366 52,871
Operated by tenant :
y 30 O 1,614 4536 6,053 9,857 10,986 5,062
8. Sask.io il 212 3,497 12,942 21,044 34,093 16,495
9. Alln i 211 2,321 8,072 11,808 17,032 9,735
Part owner-part tenant
10 Men. el s 1,975 2,710 3,549 6,369 8,367 9,780
1Y Saelk. sk i . 309 5,407 13,841 24,737 31,028 33,760
12 AME. iou sy 192 2,550 8,253 14,540 19,761 21,098
Operated by Manager
239, M. wiivisei as &R 481 204 378 357
4 T R Fus & o 1,081 441 , 638 606
150 2R v Ly e £ty Ay 729 309 573 - 611

# For comparison with later censuses, deductions have been made as follows: In
Manitoba, 243 plots under 1 acre in 1901 and 1,278 in 1911; in Saskatchewan 167 plots
under 1 acre in 1901 and 317 in 1911, and in Alberta, 7 plots under 1 acre in 1901
and 500 in 1911. In 1911 and 1921, farms on Indian reserves were not included.

The 1930’s were years of indebtedness, but improved crops and more
favorable prices during the 1940’s aided in liquidating farm indebtedness. Still,
in spite of improved production and price factors in later years, the number
of farm units in nearly all areas of Canada have decreased sharply, particularly
in the prairie region which accounts for over one half of the totdl national
decline between 1941 and 1951.

2 TABLE V
OCCUPIED FARM DWELLINGS 1941 and 1951
Atlantic Central Prairie British
Canada Region Region Region Columbia
BOEL ! o o i 703,782 72,756 330,104 275,410 25,512
) e NV B (Y 629,785 67,155 296,880 236,010 29,740
—173,997 —5,601 —33,224 —39,400 +4,228

It is probably well to consider some of the causes contributing to the large ;
decline in farm population during this relatively favourable period. In passing
through the bitter years of the 1930’s, farming emerged into the 1940’s with
low capitalization and ill-equipped. The demand for improved mechanization
could not be met until the end of World War II, when the virtual replacement
of horsepower by mechanical power took place. These changes created heavy
capital investment in farm machinery, making it necessary to increase the size
of operations wherever possible for the sake of efficient and low-cost produc-
tion. With high and invariable costs, many of the smaller and less efficient
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farming units were absorbed by other operators. Still, many small units, by
virtue of above-average yields of farm production in the last 10 years, have
succeeded in weathering the economic storms to date, although Table VI, which
follows, illustrates that the need for capitalization on prairie farms is still

very great.

TABLE VI
SALE OF FARM PRODUCTS BY ECONOMIC CLASSIFICATION—1950
Alberta Saskatchewan Manitoba

(Number of Farms)

R RCTIDIONE TRETOE o5 o oo siv b omanins o deahe e sd 84,315 112,018 52,383

Value of products sold of:
DRLUINE BREL DPET & Ly hecvrasinsssioses 1,231 392 240
S n A e e R N g G 8 1,015 549 313
Ut L E AT R A DR A G LR 2,828 2,156 1,200
T T AR et o R S N R < R 3,400 3,709 2,115
DO I 1 5 Pt S5 i i ool e acets o 7,748 10,520 5,770
SETOBARRIIE T it i s e v v s 7,762 11,466 5,822
SEROARR TAR i i, s S b ta s u v bls s d 12,841 20,720 9,042
DL - . e fe it Dk e ke 21,177 33,236 12,824
BEORSEE RO, s s A b i v s s ma s Sh e b s Pha it 12,964 18,772 7,464
Small Scale Farms—Iless than $250 ....... 8,141 5,976 4,285
SNt TENO TRrmE ... i e tan s v iie 5,118 4376 3,271
INSHRIONA] FAFIOB" ..o oo dvvsnosah vy ool sia 90 146 37

Source: Census of Canada—1951.

With a greater proportionate increase in machinery investment to land
and building investment, the capital requirements of farm people have greatly
increased. Similarly, a change in the kind and amount of agricultural credit
has become necessary.

To this end, the Farm Improvement Loans Act of 1945 has played a major
role in providing the necessary credit needs of farm people for machinery
purchases. The annual report of this act for.the year ending December 31,
1954, indicates that it has provided to farm people loans amount to
$513,606,648 since its inception in 1945. Of this amount, 89'8 per cent was
loaned for the purchase of farm machinery. Seventy-five per cent of the
amount loaned has been collected and bad debt claims amounting to only
$149,814 have been paid by the federal government.

The Canadian Farm Loan Board, on the other hand, has made disburse-
ments of only $99,755,195 including second mortgage loans, since its inception
in 1929 to March 31, 1955, in spite of the fact that the terms of reference for
lending purposes are broadly similar in both acts.

In the case of that large group of prairie farmers who presently have an
income of $2,500 or less, there exists an acute problem with respect to obtaining
farm credit to rehabilitate or consolidate present farm holdings. In the throes
of the current cost price squeeze, many farmers in this classification may soon
find themselves displaced from agriculture unless some more liberal means of
procuring capital is available to assist in their stabilization.

The Saskatchewan Royal Commission on Agriculture and Rural Life noted
that during the period 1936-51, the number of quarter and two quarter farmers
in Saskatchewan alone decreased by 28,892 and 11,271 respectively, and during
this same period, the number of farm families in the province declined by
nearly 30,000. The numerical increase in size of farms occurred in the four
quarter and over operators, which indicates that this group were better
capitalized initially than the small farmer and were thus able to enlarge their
unit holdings.
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The problem, therefore, exists, of minimizing the further displacement of
farmers presently occupying one and two quarter section farms by extending
to them a form of credit that will enable them to increase their farm holdings
rather than to be absorbed into units which are already of an economic size.
The magnitude of this problem is illustrated in the case of Saskatchewan, which
alone had more than 57,500 farm units in the one and two quarter section classi-
fication according to the 1951 census.

A further credit problem also exists in the case of thousands of young farm
people who have no means of establishing themselves agriculturally due to a
lack of capital. No federal credit agency is available to extend assistance to
these young people unless they already have a large portion of the initial
capital requirements. In cases such as this, the assistance of the Canadian
Farm Loan Board is not within reach either financially or morally.

The farm unions are concerned by the fact that 25% of all farm lands in
Canada are presently owned by individuals or corporations who have assumed
the role of landlords. Much of this land is farmed by tenant farmers on a
yearly lease basis. There is little security to farmers in these circumstances—
or encouragement to personal initiative. The death of a landlord may suddenly
displace him from his occupation, and the land split by estate proceedings or
offered for sale. In the case of the latter, lack of capitalization may deny him
the opportunity of becoming permanently established.

Because the lending policy of the Canadian Farm Loan Board has been
oyerly cautious, it has been unable to assist the three classifications of farm
people whom we have described. .

One of the considerations of this committee will be to raise the maximum
of first mortgage loans from $10,000 to $15,000, and eliminate loans under
second mortgages. Further, the basis for granting loans up to 65% of the
appraised land value will be considered. We believe the proposed amendments
simply beg the entire question of farm credit requirements.

It is not known what effect can be expected by increasing the maximum
loans, if the inflexibility of Board lending policies continues. We observe that
loans made by the board to prairie farmers in the year ending March 31,
1955, averaged only from $3,000 to $3,800—an unrealistic amount in terms of
present capitalization costs.

The increase in the appraised value under which loans may be made from
60% to 65% will do nothing to assist in the rehabilitation and establishment
of small operating farmers, young farmers, and tenant farmers. Smallness of
previous loans extended'by the board indicates that assistance has been largely
limited to established farmers who required only marginal means of credit.

Instances have come to our attention of small operators who desired to
enlarge their holdings, but because of the lengthy period required in processing
loans, the opportunity for purchasing land was lost. This further indicates the
need for greater flexibility in C.F.L.B. lending policies. By the too-cautious
policies followed by the Board in extending loans, the human value and
initiative of the applicant himself has little consideration.

The Veteran’s Land Act Administration, to the contrary, has been less
formal with its applicants and extended managerial assistance where necessary.

The matter of interest charges on C.F.L.B. loans, too, should, in our
opinion, be reviewed. When only 34% interest is charged for Veteran's Land
Act loans, it is difficult to justify a 5% interest rate for those people who are
ineligible to apply for V.L.A. assistance.

Credit requirements for the three classes of farm people we have described
are met in the United States through the Farmers Home Administration Act of
1946. Under this agency, “credit is provided for specific types of farmers who
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cannot get the financing they need elsewhere at reasonable rates and terms.

' Credit is supplemented where necessary by assistance to borrowers in planning

and adopting sound farm practices which will promote success in farming.”

RECOMMENDATIONS

In conclusion, wé place for consideration by this committee in its studies
of proposed amendments to the Canadian Farm.Loan Board Act, the following
recommendations: '

(a) That the terms of reference for this Act be so broadened as to allow
for its optimum application towards assisting in the establishment and rehabi-
litation of those classes of farm people who presently are unable to obtain credit
elsewhere, and so raise their general standards of efficiency and livilihood.

(b) We recommend that the interest rates on long-term loans be lowered
to a rate not in excess of 34% as is presently being paid for V.L.A. loans.

(¢) We recommend that the basis for calculating loans be raised from the
proposed 65% of the appraised value to at least 809 of the actual purchase
price of lands.

(d) We recommend that the maximum loan principal be increased to
$20,000 and that a sliding scale for repayment be graduated downward from
40 years to complement the size of the loan and ability for repayment of the
applicant.

(e) It is our suggestion that present amendments to the Canadian Farm
Loan Board be considered only as a temporary device and that this committee
recommend to the House consideration to the possibility of forming one credit
administration out of the numerous agencies presently in operation, so designed
as to handle efficiently and economically the credit requirements of all farm
people for the greatest possible benefit of agriculture and our society as a
whole.

APPENDIX “B”

ALBERTA SUGAR BEET GROWERS
Lethbridge, Alberta
APRIL 6, 1956.
Hon. J. W. G. Hunter,

i - Chairman,

House of Commons Banking Committee,
Ottawa, Canada. -
Dear Sir:

The Directors of the Alberta Sugar Beet Growers are especially anxious

~ to see the Canadian Farm Loan Act increase its services more in line with

present requirements as proposed in the amendment to the legislation.
There is a great industrial expansion and improved employment generally

- across Canada while agriculture is in a seriously depressed condition especially

in some areas because of lower prices, restricted market and increased costs.
Under these conditions many young men are leaving the farms and finding
employment in industry and construction. This condition is serious and it

‘seems that Agriculture, the basic industry, is being temporarily abandoned by

many young men. Late Dominion statistics state that the average age of
farmers in Canada is 57 years and the present trend indicates that this might
get worse. .
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On a family size irrigated farm there is little chance for a quick profit
but there is an assurance of a good living for a family if agriculture bears a
fair relationship to the general economy of the country. The density of popula-
tion in an area where sugar beets and other specialized crops are grown make
for good social environment, where schools, churches and recreational facilities
are available to all, in towns or small communities within a reasonable distance
from their homes.

High cost of land, buildings, machinery, for this type of farming as well
as costly operating expenses, makes it practically impossible for a young man
to start farming on a practical basis with an economic unit unless long term
credit is available. Seldom can the older farmers or fathers of boys who might
want to farm build up enough cash reserve that they can retire on their savings,
they must get a substantial amount of money from their capital investment in
land and machinery. The farm will not properly sustain two families so the
young men are going to the cities, finding employment and often buying homes
under N.H.A., and the father is renting the farm or selling to someone who
can make sufficient down payment. If a similar amount of money that the
son now gets under N.H.A. could be loaned to him by the Canadian Farm Loan
Board, the father could receive enough to move to town and rent or buy a
small place if he wished to leave the farm home to his son and both would be
taken care of.

In 1954 Alberta Farmers borrowed $714,000.00 under farm loan act, this
is equal to sixty $12,000 N.-H.A. homes. A recent issue of the Calgary Herald
stated that home building permits under N.H.A. had been issued recently for
$3,500,000.00.

This contrast does not seem too great and we are pleased to see that the
Government of Canada is considering a more realistic loan arrangement so

that Agriculture will be placed more in line with the position it merits in our
National economy.

Yours very truly
Board of Directors,

Alberta Sugar Beet Growers

Per: L. R. JENSEN,
President.

APPENDIX “C”
EASTERN IRRIGATION DISTRICT

BROOKS, Alberta,
APRIL 4, 1956.
Mr. J. W. Hunter, M.P.
Chairman,
Banking Committee,
House of Commons, *
Ottawa, Canada.

Dear Sir:

We_ beg to submit the following statements which we believe to be worthy
of consideration when revisions of the Farm Loan Act are being discussed. g

Agriculture is a Business, it is also a Way of Life. Contrary to the belief
held in many parts of the East, the majority of farms in Alberta are family

farms, owned and operated by the resident farmer and his family, These
72973—3
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are the farms that continue to operate, in good times and bad, and lay the
foundation for a successful agriculture and worthwhile citizenry.

Many of our farms have been operated by men who developed them from
- homesteads, and over the years have built and added to their original holdings
in order that theirs would be a well and economically operated unit. Now
we find thart many of the older families wish to retire and sell their farms to
their sons. With the high cost of machinery, necessary to operate any farm, in
most cases the farmer’s son is unable to find sufficient capital wherewith to
purchase either his father’'s place, or any other farm on terms which he can
meet, by annual payments.

We definitely need in Western Canada some improved type of long term
agricultural credit, for the purchase mainly of farm land. The experience gained
across the line in States like Indiana should not be overlooked. With the
present industrial boom, too many of our younger men and women are seeking
employment and homes in the cities, despairing of their opportunities of pro-
curing farms for themselves.

Some one in Farm Loan Board circles had at some time in the past pro-
moted the belief that irrigation farms in Southern Alberta, by being liable for
annual irrigation rate levy, were too risky an investment for Farm Loan Board
participation. The experience of the Department of Veterans Affairs has
shown that belief to be a fallacy.

In 1935 in the latter part of the depression seven hundred farmers in this
District entered into a new twelve year contract for the purchase of their farms.
Before the contract expired over 909% of the contract holders had met the -
payment in full and were able to take titles. We have opened and developed
new farm land since then and have now a total of 1,300 farms, of which 80%
of the operators now have title, demonstrating that these farms, under normal
crop conditions will produce sufficient to pay for themselves.

Irrigation farms with their guarantee of water for optimum crop growth
are an asset to the country, and when properly operated will show as good
record of production and payment as any group of farms in any other good
agricultural area in the Province. However, the average age of our operators is
climbing. We need to arrange credit so that younger-stronger men can take
over. Banks cannot finance land purchase over a period of years. Mortgage
firms have hmlts under which they operate.

: A revision of the Farm Loan Board Act, to arrange wider credlts under

- reasonable repayment terms, with intelligent supervision, is one of the vital
needs of Progressive Agriculture today. As conditions have changed for
- production in agriculture let us also endeavor to have assistance available,
- knowing that the producers need longer term credits to carry on their operations.
e Respectfully submitted,

(sgd.) CARL J. ANDERSON
General Manager.
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J APPENDIX “D"
LETHBRIDGE CENTRAL FEEDERS ASSOCIATION LIMITED

LETHBRIDGE, ABERTA,
AprIiL 6, 1956.

The Banking Committee of

The House of Commons of Canada,
Ottawa, Ontario,

Canada.

A BRIEF RESPECTING FARMERS MORTGAGES

Whereas the House of Commons Banking Committee are considering an
increase in mortgages to farmers under the Canadian Farm Loan Board, and
whereas the Lethbridge Central Feeders Association Limited feel they have
information which would be pertinent to this consideration, we hereby present
the following brief.

The Lethbridge Central Feeders Association Limited, hereinafter called
“The Association”, consists of a co-operative group of approximately one
hundred and sixty Farmer Livestock Feeders, and represent a good cross section
of the Irrigated Farmer of Alberta. In the year 1952, before the outbreak of
the Foot and Mouth Disease, the members of the association throughout southern
Alberta, had livestock on feed valued at 2,618,000 dollars. Many of these
livestock were nearly ready for market as at February 22, 1952. Upon the
outbreak of the Foot and Mouth epidemic in southern Saskatchewan; the
United States border was closed for the export of beef and mutton. The
B.C. borders were closed shortly afterward, and there was no available market
between Alberta and the Ontario border which was also closed.

According to the advice of the Minister, the feeders held their livestock,
in some cases turning them out, but in the case of highly fed and finished
cattle lambs, this was impossible and they continued to feed them, selling
them some five to six months later at prices one third reduced from that at
which they had been purchased. Many of these members did not realize the
original cost of their cattle leaving alone the cost of feed, labour and other
charges, which amounted in 1952 to at least 100 dollars per bullock.

Those who held onto their livestock and carried them over another year,
were even less fortunate. As the price continued to depress, and by the time
they had given them two years feed, and sold at prices reduced by half, they
were left owing the association large sums of money. On the 31st of July, 1952,
the fiscal year end of the association, the members were holding a carry-over
according to the advice from the Mnister, of cattle and unpaid balances of
1,043,000 dollars. By July 31, 1953, one year later, this carry-over was
reduced to 436,800 dollars. One year later, the figures stood at 247,000 dollars.

July 31st, 1955, it was down to 150,000 dollars. There was approximately

50,000 dollars of the original 2,618,000 dollars that was lost completely to the
association.

The prime conclusion which we wish to draw from these figures, is the
time it took for these men to recover from the blow which they suffered.
Our Board of Directors estimate that complete recovery from that disaster
would take from five to ten years with three or four of our members never:
recovering, as they were put completely out of business. From this, it can be
seen that our members are not as yet recovered from the disaster.

The greatest need, shortly after the time of the disaster, was for long term
financing, but it was found that up until 1954 and 1955, mortgages on

R YT
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!arms were practwally impossible to obtain. Since that time, it has
oblerved, that some mortgages have come through as small long term
but they are not sufficient.

. Had there been mortgage money available, these men who were so seriously
‘ﬂm‘t by the Foot and Mouth epxdem;c, would have been able to place their

nstead of operating on a reduced scale for several years, until they could re-
“establish their credit.

4 We would make one further observation. The young men in our organi-
yi are leaving the farms, and leaving their older fathers to carry on the
~ farming operations. The reason being, in our estimation, the high cost of
_getting established in a farm of their own and the burden of Income Tax in
attempting to repay short term loans used for getting established. The alter-
~native to this, would of course, be longer term, low interest mortgages, allowing
4 thue young men to purchase farms, and pay for them without having to earn

Lethbridge Central Feeders Association Limited,

H. G. HOULTON, President,
S. W. HATCH, Secretary-Treasurer,
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ORDERS OF REFERENCE

House oFr COMMONS,
THURSDAY, April 12, 1956.

Ordered,—That the name of Mr. Deslieres be substituted for that of Mr.
Cannon on the said Committee.
Fripay, April 13, 1956.

Ordered,—That the name of Mr. Lusby be substituted for that of Mr.
Balcom; and

That the name of Mr. Low be substituted for that of Mr. Johnston (Bow
River), on the said Committee.
MonbpAy, April 16, 1956.

Ordered,—That the name of Mr. White (Waterloo South) be substituted
for that of Mr. Bennett on the said Committee.

Attest.

LEON J. RAYMOND,
Clerk of the House.
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MINUTES OF PROCEEDINGS

Tuespay, April 17, 1956.

The Standing Committee on Banking and Commerce met at 11.00 o’clock
a.m. this day. The Chairman, Mr. John W. G. Hunter, presided.

Members present: Messrs. Argue, Ashbourne, Benidickson, Blackmore,
Bryson, Cameron (Nanaimo), Carrick, Charlton, Fairey, Fraser (Peterborough),
Fraser (St. John’s East), Gour (Russell), Huffman, Hunter, Johnson (Kinder-
sley), Low, Macdonnell (Greenwood), Philpott, Robichaud, Thatcher, Viau and
Weaver.

In attendance: Mr. George Wyndlow, Director, Vancouver Island Jersey
Milk Association; and Messrs. F. L. Chester, Commissioner; E. O. Bertrand,
Member; W. A. Reeve, Secretary; and R. McIntosh, Chief Accountant; all . of
the Canadian Farm Loan Board.

The Committee continued its consideration of Bill 84, An Act to amend the
Canadian Farm Loan Act. g

The Chairman read a telgram addressed to Mr. Colin Cameron, M.P., viz.,

Nanamvo, B.C., April 15, 1956.

The Vancouver Island Jersey Milk Association authorizes their
delegate director George Wyndlow to present a brief to the Farm Loan
Board enquiry commission.

David Fisher, president, and
Barney Wilson, secretary.

The Committee having agreed to hear Mr. Wyndlow, he was called. He read
a brief purporting to be of the Vancouver Island Jersey Milk Association,
copies of which were distributed to the Committee. He was questioned thereon
and was retired. 3

Mr. Chester spoke briefly in regard to certain matters referred to in the
brief. He expressed the opinion that to deal fully with the brief would doubtless
entail the discussion of confidential information concerning Mr. Wyndlow.

It was moved by Mr. Charlton, seconded by Mr. Thatcher,

That the Sub-committee on Agenda and Procedure meet with officials of
the Canadian Farm Loan Board, with Mr. Wyndlow present, and review the
case presented by Mr. Wyndlow.

Following debate. the motion was negatived: Yeas, 10; Nays, 10; the
Chairman casting the deciding vote.

Mr. Chester was further questioned on the operations of the Canadian
Farm Loan Board.

At 1.00 o’clock p.m., the Committee adjourned to the call of the Chair.

Eric H. Jones,
Clerk of the Committee.
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EVIDENCE

Aprir 17, 1956.
11.00 a.m.

The CHAIRMAN: Order gentlemen, let us begin. Mr. Cameron from
Nanaimo has advised us that Mr. Wyndlow, who was here earlier and whom
the steering committee recommended should not be heard in his individual
capacity, has been authorized by the Vancouver Island Jersey Milk Associa-
tion, of which he is a director, to present a brief on behalf of the association
to the Banking and Commerce Committee. Mr. Cameron has further stated
that Mr. Wyndlow would be available for the meeting of the committee today.
I see here a telegram addressed to Mr. Cameron, stating:

The Vancouver Island Jersey Milk Association authorizes their
delegate director, George Wyndlow to present a brief to the Canadian
Farm Loan Board Enquiry Commission.

David Fisher, President and
Barney Wilson, Secretary.

I believe Mr. Wyndlow is here, is he not?

Mr. WynpLow: Yes, sir.

Mr. CameroN (Nanaimo): He is here, Mr. Chairman.

Mr. CHAIRMAN: Mr. Wyndlow has come a long way from the island,
gentlemen. I understand his presentation will not be a lengthy one, and if it is
agreeable to you I would ask that all those in favour of hearing him now
should signify by raising their hands.

Is there any opinion to the contrary?

Then Mr. Wyndlow, I wonder if you would come forward. There are
copies of the brief here, and I will ask that they be distributed.

. Mr. David Kirk, Secretary of the Canadian Federation of Agriculture,
telephoned to the clerk of the committee and asked me to convey to the
committee the thanks of that organization for the hearing it gave to Mr.
Broderick and Dr. Hope last week. Mr. Kirk emphasized that the Federation
is very interested indeed in bill 84, but none of its officials will be able to
attend further sittings of the committee on that bill because they are heavily
engaged in attending other committees and meetings. The Federation wishes
the committee to know that their non-attendance at future sittings of the
committee is not due to any lack of interest in the amendments to the Farm
Loan Act.

Mr. Wyndlow, would you care to commence the reading of your brief? I
think it will be better to read it because nobody here has yet had an oppor-
tunity of becoming acquainted with it.

Mr. George Wyndlow, director, The Vancouver Island Jersey Milk Association,
called.

The WITNESS:
It seems probable that this committe can obtain a clearer picture of the
impact of the present administration of the Farm Loan Board upon the
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agricultural and general economy of the country by a consideration of a
specific example, and as the position of my wife and myself is no doubt
fairly typical, I make no apologies for introducing our own affairs to the
attention of your committee.

My wife and I have been farming for the past 24 years, during which
time we have endeavoured to raise and educate a family of five children,
and at the same time develop a farming operation capable of producing a
reasonable income—all from a start consisting of a $500 equity in a quarter
section in central Alberta.

Possibly the committee will accept the above as explanation for our
continuing attempts to seek all the financial assistance which has allegedly
become available from time to time through various government schemes
and regulations set up ostensibly for the express purpose of promoting and
facilitating agricultural endeavours.

Details of these attempts and their results are as follows:

1932. Applied for the $600 advance supposed to be available to
holders of land from the dominion, provincial and municipal govern-
ments. Land inspected and approved. After six months delay, applica-
tion refused.

Reason—Action would create a precedent.

1933. Application to Dominion Agricultural Credit Corporation for
$250 advance to purchase the foundation stock for our present herd
After several months negotiations, application refused.

Reason—No guarantee that sufficient feed supplies were on hand to
feed four animals. Pure rot of course,

Money thereupon obtained in five minutes from the Bank of
Montreal. Animals purchased for $135. Money repaid in full in nine
months. Herd, to which no other females have ever been added from
outside sources, now number 70 head; and $10,000 worth of animals
have been sold from it—some exported to California and Tennessee.

1941. Application to Farm Loan Board for $1,500 mortgage on
quarter section (Alberta) for the purpose of taking advantage of offer
by the official administrator, Edmonton, of substantial reduction in
the amount due on agreement for resale, in return for cash settlement.

Result—Board required first mortgage and additionally chattel
mortgage on all other assets. Total security asked $15,000. Terms refused
by us on advice of our bank manager who pointed out that no working
capital could be provided us by the bank if such arrangement were
entered into.

Property sold four years later for $6,500, practically all cash.

1945-46. Application to Industrial Development Bank for capital to
extend and equip a rapidly expanding and very profitable cream candy
business, based upon the production of our jersey herd.

Result—After several months of negotiation application refused.

Reason—We were stated to be indulging in speculation in land!
As we have never bought and sold any land except the Alberta quarter
section, the sale of which was (to our great regret) forced upon us by
the action of the Industrial Development Bank, the ludicrousness of
the bank’s attitude is obvious. This action by the bank virtually closed
down the candy business as a main line of endeavour, and shut off
revenue to the Department of Inland Revenue of several hundred dollars
per year, which would certainly have been greatly increased. This also
necessitated a complete re-vamping of all our economic plans and
arrangements and caused us an undoubted inestimable loss.
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1947. Application to the Farm Loan Board to re-finance mortgage
of $9,375 which we assumed on our present property in B.C. Applica-
tion refused.

Reason—Property stated to be unable to support so much debt.
Advised that mortgage of $4,000 would be considered by the board.

1950-51. Renewed application to the board for $4,000 on the strength
of the above, when mortgage reduced to that figure.

Result—Refused because of existence of debt for working capital
to the Bank of Nova Scotia.

1954. Mortgage of $9,375 (considered by the board to be too much
for the property) entirely paid off out of earnings.

1955. Application for a farm improvement loan for approximately
$1,500 for part payment of essential machinery made through the
Bank of Nova Scotia.

Refused.

Reason—You tell me. I have never been able to find out.

This amount was financed through the Canadian Acceptance Corpora-
tion at a cost of $175 over bank interest charges. Very heavy additional
expense was incurred in loss of time and costs of emergency negotia-
tions. Half of this debt has already been paid.

1955 Application to Farm Loan Board for $12,000 to liquidate all
outstanding liabilities in order to reduce amortization charges to a figure,
which will permit my wife and myself to retire, turn the operation over
to our two sons, and draw a reasonable income from it.

Result—Application refused.

Reason—Because the Farm Loan Board

(1) are unable to understand a financial statement,

(2) are certainly not interested in being of any assistance whatsoever,

(3) place archaic valuations on everything,

(4) did not conduct proper valuation of assets,

(5) are so completely hide-bound by regulations that various assets and
sources of income are treated as being non-existent,

(6) are not interested in and do not consider earning power,

(7) place no valuation whatsoever upon ability, integrity and capacity
—in other words, character—and ignore completely record of
performance,

(8) are clearly completely ignorant of the complexities and requirements
of modern farming.

In every single instance in which the government agencies referred to |

above have decided against providing the assistance for which application was
made, they have been proved completely and overwhelmingly wrong by
subsequent events. This however means nothing whatsoever to them, nor have
any of these agencies—and particularly the Farm Loan Board—the slightest
qualms of conscience over the enormous losses which have been caused to my
family and myself by their flagrant failure. It is no exaggeration to say that
the lives of my wife and myself have been largely ruined by our inability to
obtain the assistance which we needed and which we should have been able to
obtain without difficulty. The chartered banks and the Brackman-Ker Milling
Company, who are certainly faced with no difficulty in finding safe 5 per cent
investments for their available assets, have been of very great—in fact invalu-
able—assistance to us and have in large measure taken over the functions for
the performance of which the Farm Loan Board was especially created. It has
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been our great good fortune that these organizations have been actuated by and
exhibited a sense of public responsibility, which is so obviously lacking in the
Farm Loan Board.

Subsequent to the last refusal of $12,000 by the Farm Loan Board we have
established with the Imperial Bank a line of credit of $10,000 secured only by
section 88—Security on our herd of cows (original cost $135), and my life
insurance policy. At the same time, the Brackman-Ker Milling Company are
carrying for us an open account of approximately $5,200 against which they
have never sought any security whatsoever, part of the latter amount covers
1956 fertilizer requirements.

It is absolutely essential now that I retire at 62 years of age. I have had,
thanks to the Farm Loan Board, only one holiday in 24 years, and both my wife
and I are worn out. Our sons are 25 years old and more than competent to
operate. They require a proprietary interest in the operation and I doubt if
I can hold them without giving such an interest, even if I wanted to, which
I don't.

As a result of our continuing investments in equipment, the gross income
of our operation has been built up to an amount well in excess of $1,000 per
month, with a net income showing a continually increasing trend. While the
ratio of current assets to current liabilities in our financial statement is not and
never has been much better than one to one, the reasons for the maintenance of
this condition are obvious to anyone who takes the trouble to analyse our
affairs closely. It is of course primarily due to the presence in our current
liability classification of debts which are exclusively of a capital nature and
should be on a long term basis. It is this condition which has at all times
been a source of trouble and expense to us and an economic mill-stone around
our necks. We are always under the necessity of too rapid repayment of
liabilities, and this has occasionally mvolved us in very expensive short term
financing outside the banks.

The only alternatives to the maintenance of the strained financial condition
are long term financing which has been steadfastly and obstinately denied us,
or stagnation, which in our opinion is tantamount to failure.

Now we need and must obtain the limited long term help heretofore denied
us; and we can find no conceivable reason why it should not be forthcoming.
We do not want to see the lives of our two sons ruined in the way ours have
been ruined by bureaucratic incompetence and indifference.

I suggest to this committee that unless much greater elasticity and a vastly
improved standard of economic and agricultural knowledge is injected into the
administrative, practice of the Farm Loan Board, any other changes in the act
will prove of fictitious value.

As it now stands, the board literally constitutes—and I mean this earnestly
—a menace to the people it is supposed to help. Those, like ourselves, who have
supposed—as we were meant to suppose—that financial assistance in case of
‘emergency or opportunity would be available through the board have found
themselves subjected to bitter disappointment, frequently severe damage and
have been the apparent victims of what can only be described and is generally
~ thought of as contemptible government hoax.

Respectfully submitted by
‘THE VANCOUVER ISLAND JERSEY MILK ASSOCIATION

The CHAIRMAN: ‘You have heard the brief. Are there questlons which -

members of the committee wish to ask? I would ask you to raise your hands
so that we might get some order into this.

Mr. CarricK: I am wondering whether it is the function of this committee
to go into compaints of this kind. It seems to me that this committee would find
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it impossible to get the real facts without having someone from the Canadian
Farm Loan Board to take up each complaint which the witness has made.

Mr. Gour (Russell): No, I do not think we can take up this complaint.

Mr. MACDONNELL (Greenwood): I notice that this brief is submitted from
the Vancouver Island Jersey Milk Association. Perhaps you would explain
to us what this association is and say something with regard to its acceptance of
what you have placed before us.

The CHAIRMAN: Yes, perhaps Mr. Wyndlow would explain that.

The WITNESS: The organization is the local association of Vancouver Island,
small in numbers and confined, of course, to Jersey breeders. I am a member of
that association, in addition to belonging to a number of other assocxatlons such
as the Coast Vegetable Marketing Board—

Mr. MACDONNELL (Greenwood): Can we take it that they have seen this
document and approved it?

The WiTnNEsS: No, they have not seen it. May I explain that by saying that
I left without the knowledge that it was necessary to represent an association.
I understood from a broadcast on the C.B.C. that individual submissions would
be accepted and I made no attempt to obtain the backing of any organization. I
could have obtained, I know, the backing of this one and several others if I
had thought it was necessary. The British Columbia Jersey Breeders Associa-
tion of which I am a director appointed me to submit the brief on their behalf
to the royal commission on milk in Vancouver some months ago, and on that
occasion also they had no knowledge of the brief I was going to submit; none
of them had ever seen it and they knew nothing about it until it was presented;
then it was presented with their direct authority, in the same way as the present
brief.

Mr. CameroN (Nanaimo): I may say that I had a telegram yesterday morn-
ing from the president and secretary of this organization asking me if I could
arrange for Mr. Wyndlow’s appearance before the committee on their behalf.

. Mr. RoBicHAUD: The brief you have placed before us is a record of your
personal experience; it does not represent the association. What answer have
you to that, Mr. Wyndlow?

The WrTNEss: I would say that I was submitting this brief on behalf of
all those who are engaged in farming in the lower half of British Columbia. I
have had a good deal of contact through the Brackman-Ker Milling Company,
who are very much involved in this question of credit to milk producers, with
the experiences of other farmers in the area and they have made it clear to me
that the policy of the Canadian Farm Loan Board with regard to financing
people in a position similar to my own was having a harmful effect on farm
business generally; also, that it was having a similar effect on the affairs of this
company, because they have reached a stage where they cannot continue to carry
people in the way they have done in the past. They feel they are carrying
people who should be carried by the Canadian Farm Loan Board, and it was
really as aresult of my conversation with the credit manager of the milling
company that I decided to come down here and present this brief.

By Mr. Cameron (Nanaimo):

Q. Can you tell the committee when you received your first intimation
of the committee hearings on the Canadian Farm Loan Act?—A. I cannot
give you the exact day, but I think it was about two days before it was
necessary for me to leave to come down here. I had about 40 hours notice
before it was necessary to leave. X )

Q. The only intimation you had was in a broadecast?—A. Yes.

T TR RN R,
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By Mr. Macdonnell (Greenwood):

Q. Well, Mr. Chairman, we have heard this statement from a responsible
citizen, and it makes a good many criticisms of the Canadian Farm Loan
Board. 1 would hope, myself, that the officials of the board will wish to deal
with them, and I would hope we might have their answer, because on the
face of it this is a disappointing document. May I make this as a request; that
we ask the officials of the board to look at this case and let us know their com-
ments on it, because here is a prima facie criticism which certainly does go
to the root of the matter; it is the kind of situation which is in all our minds
when we are considering whether this organization has been run too much
as a cautions money-making concern or whether it has been run as an organiza-
tipn intended .primarily to help the farming industry?

The CHAIRMAN: Mr. Chester will be a witness here and I am quite sure
he will be prepared to answer any questions and give the committee any
information he can obtain, provided it is relevant and provided he can disclose
it. Mr. Chester will be the next witness, but I thought that if there were
any questions to be asked of Mr. Wyndlow we could dispose of them now.

By Mr. Thatcher:

Q. There are three or four questions which I would like to ask, Mr. Chair-
man. The first is this: do I take it from this brief that the witness feels
the credit facilities which are available from the Canadian Farm Loan Board
today are inadequate?—A. If the act was administered in an elastic manner
I think the facilities of the act would be sufficient for a considerable propor-
tion of the requirements, although we all know that the value of money is
continually decreasing and that the requirements of capital for farming purposes
are continually becoming larger. So that some expansion of the operations
of the board would be necessary anyway. But as matters stand I do not
think it makes any difference whether the board is authorized to advance
50 or 80 per cent of the appraised value of a farm because the appraisals are,
as I understand it, made on such a low basis that they are completely in-
adequate. As an example of that, may I tell the committee my understanding
is that land in the Chilliwack area of the Fraser Valley, which has been
selling for many years at well over $1,000 an acre, is being valued for loan
purposes at $75 an acre.

Q. Would you tell the committee what the specific changes are which
you consider should be introduced to make the act effective?—A. In the first
place, appraisals should be much more generous than they are at present.
I think that they could reasonably be based on the assessed value of the land
for tax purposes. I think the board should not be required to operate on
a basis of very closely restricting regulations. I think it is ridiculous to set
up a series of regulations made at the centre which are supposed to cover
all farming conditions across Canada, because farming conditions differ so
radically in different areas of the country that any set of regulations could
not possibly be applicable everywhere.

As a specific case in support of this contention, I would point out that
we have a considerable acreage of quite valuable forest land which is an
integral part of our operation and which produces an income every year.
I mentioned that specifically to the appraiser, and to the manager of the
Canadian Farm Loan Board in New Westminster, and he informed me
categorically that he was not allowed to consider this forest acreage, and
that as far as the Canadian Farm Loan Board was concerned that source
of income did not exist.

e ) ——
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By Mr. Benidickson:

Q. Before we go any further with this matter it seems to me that if we
pursue this matter further the committee should know whether or not we are
going to be able to get the other side of the picture. Will Mr. Wyndlow give
the board authority to produce to this committee any documents related to
these former applications to the board which, of course, would usually be
regarded as confidential and which would involve, I would think, a statement
as to his assets and liabilities and with regard to other matters which would
normally not be revealed?—A. Certainly, Mr. Chairman.

By Mr. Thatcher:

Q. Can we assume from this brief, Mr. Wyndlow, that when you went
to the banks to obtain money you found it easier to obtain money from them
than from the Canadian Farm Loan Board?—A. Very definitely. By and large,
I had to obtain the money I required from the banks. I have financed my
operations continuously through the banks. But that involves rapid repayment,
of course, and I have, I suppose, $10,000 worth of liabilities now which should
be on a long term basis. Instead, they must be repaid on a monthly basis.
I am having to repay about $350 a month right now.

Q. Would you think, then, that the answer to the long-term farm credit
problem might not lie in extending this particular act but, rather, might be for
the federal government to guarantee the banks in some way with respect to
loans they make to farmers on long-term credit? In other words, do you think
we might be wise to pass an act somewhat similar to the legislation which
concerns the building of houses for urban residents?—A. I presume you mean
something after the style of the Farm Improvement Loans?

Q. Well, we loaned money to urban residents to build homes over a 30 year
_ period, or, rather, the banks do. If we could make some provision for loans
to farmers over a 30 year period it would not cost the taxpayers any money,
and it would insure that the farmer could get long-term credit from the
banks without a government agency having to be brought into it.—A. I spent
a good many years in the service of a bank before I became a farmer, so I
realize that the banks do not like to tie up their money for 30 years, whether
the loans were guaranteed by the government or not.

Q. But they do it in the case of homes?—A. Somewhat reluctantly, I think.
In principle, I would say very definitely the answer would be “yes” because
we have seen from the action of the farm improvement loans—although I had
an application for one turned down—that they are of value and I still think
that the system works very well; a great deal of money is advanced without
very much “red tape” being attached to it and I think it has all, practically,
been repaid. The bulk is “right on the job” and conversant with local con-
ditions in a particular area with the result that it is much better qualified to
deal with a borrower than the representative of the Canadian Farm Loan
Board, as the board is set up at present. I say that because we have to go
to New Westminster for any contact with the board. Farm conditions and
market conditions are completely different on Vancouver Island from those
prevailing on the mainland, and it is difficult, probably, for the board to adjust
itself to these things. Basically, I think, your suggestion is very good if the
long-term element and the difficulty it produces could be overcome.

By Mr. Macdonnell (Greenwood):

Q. At the top of page 2 of your brief there is a figure which puzzles me.
It speaks of an application to the Canadian Farm Loan Board for a $1,500
mortgage on a quarter section in Alberta. Then you state that the board
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required first mortgage and, additionally, chattel mortgage on all other assets,
and that the total security asked was $15,000.—A. The farm was worth $6,500
and was subsequently sold for that amount. We also had between 50 and 60
head of cattle in addition to machinery. The board required mortgage security
on the whole lot—everything we possessed—and there would have been nothing
left to be used as security for borrowing money for seasonal requirements
or working capital.

By Mr. Cameron (Nanaimo):

Q. This was required in order to take advantage of the opportunity to
buy an additional parcel of land?—A. No, it was to enable us to make a cash
settlement on buildings that were not on our agreement for sale, and we were
offered, I think it was, $400 reduction in the principal amount if we could
make this cash settlement. So we lost that $400 reduction completely.

By Mr. Viau:

Q. What amount of land did this quarter section constitute?—A. One
hundred and twenty acres of cleared land—the usual type of soil in centre
Alberta—deep black loam, very productive, and the balance—40 acres—
in bush.

By Mr. Low:

Q. Where, in British Columbia, does one have to make an application to
the board?—A. New Westminster.

Q. Is that the only Canadian Farm Loan Board office in the area?—
A. T believe so, yes. I believe it is the only. office for the whole of British
Columbia.

Q. Is there any attempt being made in your province by the board to
have regional advisory committees?—A. No, not as far as I know.

Q. Did you find very much delay in getting a decision from the board
after you had made application?—A. No, no delay at all. I got an immediate
refusal in each case. I got the impression that the board simply did not
bother to consider the application at all.

Q. But they sent an appraiser up to the farm?—A. Yes. They sent an
appraiser immediately, but I do not consider that he made a proper appraisal
at all. He spent more time measuring the size of the buildings than doing
anything else. He seemed very little interested in the land and he certainly
did not see 25 per cent of our equipment even though the type of farming
in which we are engaged would be impossible without expensive equipment.

Q. Do you think that the man who came to your place was trained for
his job?—A. We asked quite a number of leading questions and I gathered
he had been at it for a great many years. We also gathered that he was
longing for a moment when he could retire, because he was bored to death
with the whole thing.

By Mr. Viau:

Q. You stated you met with an immediate refusual. Was that after the
interview in the office, or after the appraisal was made?—A. The appraisal
was made and the forms sent in. I think that within 48 hours I had the
refusal by mail.

By Mr. Argue:

Q. You confine most of your evidence to your personal experience with
the Canadian Farm Loan Board Officials. From your own knowledge, do you
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know of other people in British Columbia who have had experiences similar
to your own—is your case typical, or is it an isolated case?—A. I have tried
to judge that matter from my conversations with the Brackman-Ker Milling
Company. I have had long consultations with them, and they have given
me a great deal of information drawn from their experience of the board,
and they have stated to me very definitely that my experience is absolutely
typical of what is going on all over the Fraser valley. They have, themselves,
tried to assist various farmers to obtain loans which they considered were
absolutely justified; they have helped them to make their statements, and so
on, but have never been able to get anywhere. That is the story they told
me, and that is the main reason I came here to Ottawa.

By Mr. Macdonnell (Greenwood):

Q. Is it fair to infer that they have treated a number of people as
they have treated you, or is yours an exceptional case?—A. The credit
manager and the company’s comptroller from Toronto, the main office, was
out in British Columbia about a month ago, and they informed me then
that their loans were becoming so vast that they would shortly be faced with
the problem of revising their whole program of carrying the operators. They
were very much concerned with the situation. I understand their receivable
accounts amount to millions of dollars.

Q. And their business has to do entirely with milling?—A. They provide
seed and feed and fertilizer—all the requirements, practically, of a farm.

Q. As they are not a charitable institution I take it they are doing this in
order to get raw material for their operations?—A. They are carrying farmers

because, in many cases, the farmers have been dealing with them for years and ~

years, and naturally they want to keep them in business.

By Mr. Low:

Q. This is just another example, I take it Mr. Chairman, of a condition we
find more or less throughout all the farming areas of Canada—the merchants
and the businessmen are the bankers for the farmers and they are the only
unsecured creditors.

The CHAIRMAN: Is that a statement or a question Mr. Low?
Mr. Low: It is just an observation.

The WITNESS: As far as I am concerned they are totally unsecured. They
have never asked me for any security at all.

By Mr. Fraser (Peterborough):

Q. On page 3 of the brief you say you made application for $12,000 to
liquidate outstanding liabilities and that you wanted to turn the operation over
to your two sons. I want to ask you this question: have your two sons been
brought up in the dairy business and in the business of breeding cattle?—A. Yes,
we have been in this business for 24 years and they are 25 years old. They have
worked continuously with me all that time.

Q. I take it they are good men?—A. I think they are absolutely first class.
They are regarded as being good men.

Q. That is all I wanted to know.—A. If I may add this, I would like to
subscribe to the statement made by Dr. Hope in regard to this question of hand-
ing the operation over to the sons. There seems to be no alternative way of
transferring the operation except by means of the ability to obtain long-term
financing. It is a very difficult thing in any event to set up a satisfactory profit-
sharing arrangement between two or three different parties, even though they
are father and sons. The easiest way would be to set up a limited liability
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company, but unfortunately if you set yourselves up on that basis the Canadian
Farm Loan Board would refuse to have anything to do with you at all, and
there is simply no alternative source of long-term money available. Dr. Hope
made that quite clear, I think.

The CHAIRMAN: Are there any further questions, gentlemen?

Mr. MACDONNELL (Greenwood): Without assuming that the board has no
answer to this statement, I would like to say I feel grateful to Mr. Wyndlow
for the trouble he has taken in coming here and putting his statement before us.

The WrTnNEss: Thank you.

The CHAIRMAN: Thank you Mr. Wyndlow. Are you going to remain here?
I ask that because I presume this material will, probably, be answered by the
board. Possibly we might get to the bottom of it, between the board and
yourself.

The WiTnEss: I cannot of course expect the board to reply without first
giving some consideration to the matter, so I feel I should be unfair to the
board if I did not remain until they have had an opportunity of answering.

Mr. BLACKMORE: Mr. Chairman, I would like to commend Mr. Wyndlow
highly on his presentation and on his courage in coming here in order to give
us the facts just as he saw them.

Some Hon. MEMBERS: Hear hear.

The WiITNESs: I appreciate very much the opportunity of coming here
today.

The CHAIRMAN: Thank you Mr. Wyndlow.

The next witness is the chairman of the Canadian Farm Loan Board,
Mr. Chester. On his last appearance before the committee he really did not
complete his case, but in view of the statements made by Mr. Brodrick, Dr. Hope
and Mr. Wyndlow, and in the briefs which are on the record I thought Mr.
Chester should be available here for questioning, if it is so desired. And
possibly to make any statement he wishes in answer to the statements made
by the other witnesses. Mr. Chester, do you wish to start off by making any
preliminary statement or would you rather fit it into the form of question
and answer?

Mr. F. L. Chester, Commissioner, Canadian Farm Loan Board. called.

The WiTNESS: Mr. Chairman, I have no prepared statement to make but
I think, perhaps, that Mr. Wyndlow’s case might be disposed of and we coul_d
then deal with the case made by the Federation of Agriculture, which is
probably the one in which you are most interested. {

Our business is a confidential business and I think it would be a mistake
if we ever divulged information that is given to us confidentially. I understand
that Mr. Wyndlow says he is willing to have such information divulged.‘ In
that case then I would suggest that the best procedure would be along lines
I am going to suggest. I am willing to discuss the matter with anybody, .but
I still think it should be dealt with in private if possible. I suggest that possibly
a subcommittee of this committee could discuss the case privately then, after
they have all the facts—and they are certainly not given here in the statement
we have heard—if they wish to publicize Mr. Wyndlow’s private affairs I vgould
say the responsibility for that lies on the subcommittee and on the committee.
Would that not be the best way in which to handle the matter?

I might, incidentally, point out now that we are not the only people who
have refused Mr. Wyndlow loans. He has had eight refusals according to .hxs
brief, of which only three were from us. There must be a reason. Wg think
we were justified in declining these loan applications. He suggests his sons
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are ready to take over; we are waiting from him a reply on that point. He
made that statement to us and we asked him for information, but he has not
answered our letter as yet. We are interested in establishing his sons if it is
possible for us to do so.

I think, so far as the Brackman-Ker Milling Company is concerned, that
this firm is a producing outfit—a marketing company selling feed, fertilizer
and other things to farmers on credit and if their account becomes delinquent
they were delighted to turn it over to somebody else. It is a business proposition
with the Brackman-Ker Milling Company, the same as it is at Ogilvies or any
other feed company and, incidentally, I think they are owned by one of the
larger milling companies. . I do not think that is the only consideration; if
they want us to make a loan to get their debt retired I do not think we should
overemphasize the importance of that in granting a loan. That is all I have
to say, Mr. Chairman and members of the committee; but I strongly suggest
that this should be dealt with not publicly but privately. I think you would
get along further if you appointed a subcommittee but, of course, I am in the
hands of the committee and I will go along whichever way you direct.

Mr. Wynprow: It was stated, Mr. Chairman, tha§ I did not reply to a
letter written to me regarding the establishment of my sons. May I say that
I have not received any letter that has not been replied to. I do not know of
the existence of any such letter.

The WrTness: That may be a matter for the committee to enquire into.

The CHAIRMAN: I will suggest, because it is not the practice of the com-
mittee to disclose private information even though in this case the party
concerned has agreed that it may be done, it might be possible for the steering
committee to go into this case. It is possible that the board knows something
which, let us say, even Mr. Wyndlow does not know, that he might not want
to be made public. That, as I say, is possible.

Mr. ArGuUE: Is it your suggestion that Mr. Wyndlow should attend that
-meeting?

The CHAIRMAN: That was not my suggestion, no—

Mr. BENIDICKSON: I take it the steering committee would review what is
on the files with regard to Mr. Wyndlow and then recommend to the full
committee on what it feels should be done with regard to hearing further
evidence from the board?

Mr. ARGUE: It seems to me that we should have the evidence of both parties
available to this committee, and not only the evidence of one side, on the
understanding that the evidence would be confidential at that point.

An Hon. MeEMBER: Where are the records and when would they be
available?

The Wirness: This afternoon—tomorrow morning—any time which is
satisfactory to the committee.

Mr. WynpLow: If any so-called private records are to be dealt with, I
would like to be present when they are produced.

Mr. Fraser (Peterborough): That seems fair enough.

The Cm: I am not sure this is a trial. Mr. Wyndlow has made
certain sta!:ements in his brief. I think the steering committee should hear the
board officials now, but I think these things should be held in private, because
th‘ere may be matters referred to there which the steering committee may
wish to recommend be kept confidential.

Mr. WynprLow: I fail to see that any damage could be done to anyone
except myself and my family by anything that might be revealed, and
certainly I still feel I should be present when any private material is brought up.

73026—2 <
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The WrrTNEss: I thought you were perfectly willing to make this informa-
tion public.

Mr. WynpLow: As long as I am present.

Mr. BENIDICKSON: The steering committee would meet as representative of
all parties, so they would be in a position to recommend to this committee what
should be done in order that this committee should not set a precedent which
we might regret, namely putting private matters on public record without
looking at the circumstances carefully.

Mr. BLaAcKkMORE: How could the committee, with any degree of accuracy,
appraise the information given by the board unless Mr. Wyndlow were present
to offer any clarification that might be needed, as he has indicated he would do?

Mr. Gour (Russell): All they have to do is to reach that conclusion. It
is an agenda committee.

Mr. MACDONNELL (Greenwood): Could we have the board officials appear
before the steering committee and, separately, Mr. Wyndlow? Would that
not meet the situation from his point of view?

Mr. WynprLow: Ne, Mr. Chairman, I would want fo be present when
material affecting myself is produced and discussed. I have made a public
presentation. The board have not been prevented by me from doing so. I am
not suggesting that the board should not make a presentation. All I want is
the opportunity to be present when this is discussed, so that if any points arise
which require clarification I can speak on them; and I believe that is only fair.

Mr. MACDONNELL (Greenwood): I made my suggestion because I thought
it might be agreeable to both parties, but if Mr. Wyndlow feels he should be
present, then I must agree that I feel it is only fair.

Mr. BLackMORE: I think it is only fair too.

Mr. CHARLTON: Then I move that the steering committee meet, with Mr.
Wyndlow present, at the convenience of the parties concerned and of the com-
;nittee. as early as possible, so that Mr. Wyndlow need not remain in Ottawa too
ong. "
Mr. Viau: I would like to express my personal view on this matter. I
m this committee has established a very bad precedent, inasmuch as this
1s a personal case and in no sense a brief from an interested organization con-
Kiitnmg suggestions for bringing about improvement to the Canadian Farm Loan

The CHAIRMAN: My own view is that we are here to consider amendments
to the Canadian Farm Loan Act. Mr. Wyndlow, almost under false pretenses in
my opinion, has produced a personal brief which has been of no assistance
in so far as the amendments are concerned.

Some Hon. MEMBER: No, No.

The CHAIRMAN: I am entitled to my opinion. You have expressed your
views and I have listened patiently. I am pointing out that this brief is entirely
a personal brief and there is nothing in it which would substantiate the asser-
tions made in it except the evidence of the witness himself that it represents
a general condition in the industry.

Mr. BLACKMORE: Did not Mr. Cameron (Nanaimo) go a long way toward
establishing Mr. Wyndlow’s acceptability to the organization out in British
Columbia?

The CHAIRMAN: I think this committee has gone a long way in ever hearing
such a brief. I think it is going a much longer way in authorizing the steering
committee to hear the other side of the brief. This is something that I think
is not relevant to the general legislation; it is an individual case, and it has
now come down to being, almost, the trial of an individual. I think this is a
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-very unwise procedure and I think it is very unwise to get both sides present
arguing back and forth. I do not think that is our function.

Mr. JouNnsoN (Kindersley): This committee has paved the way for exactly
this situation to happen by its action at our opening session. There was re-
luctance on the part of some members to hear briefs from any organizations
and officials but at the insistence of certain members it was agreed that we
should hear representations from various organizations. Rather than follow
the advice of some members of this committee that we should send out invita-
tions to bona fide farm organizations we committed ourselves to the policy of
putting an announcement in the papers informing all and sundry that this
committee would share representations from farm organizations. Mr. Gardiner
has had something to say about the reliability of press and radio reports in the
past. Mr. Wyndlow heard, over the radio, reports that this question was under
examination and that witnesses would be heard; he took that at its face value
and since he had a personal case which he thought would be of interest to
the committee—and a case which has been described as being of interest
by members of the committee—he decided to bring it to our attention. He later
discovered, however, that the radio report was incorrect and in order not to
waste his long journey he applied for and received the authorization of the
Jersey Milk Association to present this brief. .

I think we have set the path we must follow by our action in making
that press release relate to all and sundry with regard to representations before
this committee and I think we must be responsible, now, for following that
through to its logical conclusion.

Mr. CaMERON (Nanaimo): Mr. Chairman, I would point out that it was
not Mr. Wyndlow’s suggestion that there should be a hearing before this
committee; it was Mr. Chester’s. It was Mr. Chester who made the suggestion
that this matter should be gone into either by the committee itself or by a sub-
committee and, of course, he pointed out that that would depend on the
willingness of the other party to agree. But I want to point out that it was
not Mr. Wyndlow who made the suggestion. It was the board’s officials
who made the suggestion. Apparently they considered it would be necessary
to have the matter investigated by either this committee or by the sub-
committee. And I suggest that if that is the procedure which is going to be
followed, then it is only fair that we should have present at that time Mr.
Wyndlow himself, if you intend really to get to the bottom of the practices
of which this brief sets forth a specific example. You will have to have
Mr. Wyndlow there.

The importance of this brief as presented today has nothing whatever
to do with Mr. Wyndlow’s personal fortunes at all. It is a recital of procedures
which have been followed in certain instances by the board, and I think it is in
the public interest that we should find out whether that recital can be
corroborated, and whether some amendment would be in order to alter the
board’s powers, and in order to obviate the repetition of this case. Unless we
can do that, we are in no position to estimate whether the amendment presented
to this committee is a worth while amendment or not.

Mr. Viau: This brief does not deal only with the obligations of the
Canadian Farm Loan Board. It deals with the obligations of the banks and
others,

Mr. CAMERON (Nanaimo): It deals with Mr. Wyndlow’s negotiations with
the banks which, according to his statement here, were forced upon him by
the Farm Loan Board.

Mr. Viau: Not at all!
73026—2%
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Mr. CHARLTON: Let me urge that the committee, having made the.

decision to hear this brief—I presume there was a decision of the steering
committee?

The CHAIRMAN: No. It was referred to the committee when we first
opened this morning. It was referred to the full committee. The matter was
originally referred to the steering committee on the grounds that it was a
representation of an indiyiual person—an individual case—and it was turned
down because it is not the usual procedure for government committees to
hear individual cases. But a representation was made that the brief was
from the Vancouver Island Jersey Milk Association, and on that basis the
main committee—this matter not having come before the steering committee—
decided to hear it, and we have heard it. You may have your opinion and I
have mine. I think this is an individual case and I do not think it has been
proven that it is representative.

Mr. Low: May I suggest that the question on the motion be put?

Mr. CHARLTON: Just before putting the question I suggest that the com-
mittee, having heard Mr. Wyndlow, must proceed to clear up the difficulties
which he brought to this committee because it cannot be left where it is now.
I sincerely suggest that the steering committee meet and that Mr. Wyndlow
be present? Is there a seconder?

Mr. THATCHER: I will second the motion.
The CHAIRMAN: You have heard the motion.

Mr. ARGUE: I am going to support the motion. I think that if the members
of this committee felt that Mr. Wyndlow’s case was in fact an individual case,
and if there were not many other cases like it, they would probably be willing
to let the matter drop at this point. But if I understand what the members
have said, many members have said correctly—and the information:that has
been brought to me is that this is -not an isolated case. There are many
similar cases, far too many cases. Mr. Charlton says there are hundreds of
them which are very similar to this case. I have a file here, quite a com-
prehensive file, of a case which is not too dissimilar, and I happen to know
the man involved. This man has given me full authority to disclose the
correspondance. I was a bit reluctant to do it, and I am still reluctant to
do it, but this person is known to me as a man of very great integrity and
an excellent farmer, and his exact case is not too much different from that
presented by Mr. Wyndlow, and I think that his indictment is on a par with
those the committee has heard in recent days, and that it should be dealt
with and cleared up. And I for one think that Mr. Wyndlow’s request that
he be given the privilege of attending any meeting where his personal affairs

.are discussed is a very fair request. What is going to happen on that com- -

mittee? We all know what is going to happen. The board will make its
‘case out against Mr. Wyndlow and it will make its case just as strongly as it
can, because it will bring forward everything it can to damage the evidence
~ put before this committee by Mr. Wyndlow. I think it is only fair that the
- steering committee should hear both parties.

The CHAIRMAN: I presume that they will endeavour to make their case.
On page 3 of his brief, Mr. Wyndlow says: “Because the Farm Loan Board
_are unable to understand a financial statement; are certainly not interested in
being of any assistance whatsoever; place archaic valuations on everything;
did not conduct proper valuation of assets; are so completely hide-bound by
regulations that various assets and sources of income are treated as being
- non-existent; are not interested in and do not consider earning power; place
no valuation whatsoever upon ability, integrity and capacity—in other words,
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character—and ignore completely record of performance; and are clearly
completely ignorant of the complexities and requirements of modern farming.”

Those are very strong statements and I think he produces no evidence
to back them up.

Mr. FRASER (Peterborough): On account of what you said a few minutes
ago, Mr. Wyndlow came here under false pretenses.

The CHAIRMAN: I said almost under false pretenses in my opinion.

Mr. FrRaser (Peterborough): Which insinuated the same thing.
Mr. CAMERON (Nanaimo): I did not hear the statement.

Mr. Fraser (Peterborough): On account of what you said, I feel it is only
the duty of this committee to Mr. Wyndlow to have him present when they
meet the board. I back up this motion that Mr. Wyndlow should be present.

Mr. MacpoNNELL (Greenwood): I think there is one point: I think it is
rather unfortunate that this brief was read before this committee this morning.

The CHAIRMAN: So do I!

Mr. MACDONNELL (Greenwood): But I think that Mr. Johnson has put his
finger right on the point. I hope I am speaking in the general desire for the
welfare of this committee and not as a party member. But it seems to me
that the committee has got into a rather false position because of what was
done on the first day, and because of the notice which unfortunately went out
over the air and which misled Mr. Wyndlow. I make this argument purely
from the point of view of the committee. It seems to me that if we had him
up here before the steering committee this could likely be worked out without
too much disagreement, and that the steering committee might be able to
come back with a satisfactory report. If we do not have Mr. Wyndlow, it
seems to me that we are undoubtedly going to have a hang-over and a disputa-
tion. Therefore, because of what Mr. Johnson said, and because of the position
we seem to have got into, a rather false position, I suggest that the prudent
course now from the point of view of the welfare of this committee is not to
get into an unnecessary wrangle, but that we should have both sides.

Mr. Fraser (St. John’s East): How are you going to release Mr. Chester
from revealing confidential material?

The CHAIRMAN: I do not know. You see it is gll very well for Mr. Wyndlow
to say that he has no objection to having anything released. But much of the
information they may have may be in the form of confidential reports which
do not come from Mr, Wyndlow but from other people. I see no reason why
they should release those whatsoever.

Mr. CHarLTON: Obviously he cannot implicate anybody else but Mr,
Wyndlow himself, *

The CHAIRMAN: People who get credit reports do not necessarily indicate
from whom they receive them.

Mr. MACDONNELL (Greenwood): May I ask for a ruling? Is there any
obligation on the board when they go before the steering committee to disclose
confidential information? I would not think so.

The CHAIRMAN: I do not think there is.- They would unquestionably have
confidential reports from individuals. If they started to tell from whom they
got those reports, they would never get any more confidential information.
That is obvious. That is the same thing we all run into, and I think it is

very unwise to get into it. I would be strongly opposed to the motion.
However, the motion is:

That the sub-committee on agenda and procedure meet with officials
of the Canadian Farm Loan Board, with Mr. Wyndlow present, and
review the case presented by Mr. Wyndlow.
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All those in favour?

Mr. Carrick: I think that the steering committee made a mistake in
permifting this witness to give evidence.

The CHAIRMAN: The steering committee never permitted him to give
evidence. It was the whole committee here.

Mr. Carrick: I think the committee made a mistake in permitting this
witness to give evidence today because it is not the function of this committee
to go into individual complaints. This committee meeting is for the purpose
of considering a bill to amend the Canadian Farm Loan Act and there has
not been a word said by this witness in my opinion which is relative to the
bill before us, in relation to the Canadian Farm Loan Act, except the answers
in reply to questions which Mr. Thatcher asked. That was relevant. He asked
what suggestion he would make. The real complaint is that this act has not
been administered in the proper way. I do not think it is the function of
this committee to go into the administration of this act, on a bill of this kind.
The only way you could make his evidence relevant to administration would
be if the evidence of a complaint he gives is debatable. But how can you
prove that the evidence is debatable without following a host of other individual
cases to see whether there are many or few? That would be an impossible
position for us to get into. So I submit that this matter should stop right now,
and that we re-trace our steps and deal with the matter as we should have
done in the first instance. Mr. Wyndlow has been given a chance to make
his representations, and I do not think we should do anything further about it.

: The (?HAIRMAN: It is quite obvious that this is not a brief from an associa-
tion. If it were so, you would have the facts and figures, but this is not an

association brief. It is an individual brief and we should never have got into it.
Their telegram read:

The Vancouver Island Jersey Milk Association authorizes their

delegate director George Wyndlow to present a brief to the Farm Loan
Board enquiry commission. ’

It is obvious that they did not even know what is going on. They confused
us with an enquiry commission.

The CHAIRMAN: On the representations made it was a brief from an associa-
tion; but it was not and it is not!

Mx_': CAMERON (Nanaimo): My representation was that Mr. Wyndlow was
authorized by a telegram which I showed you and which you read at that time.

I think that this business of trying to backtrack when the position becomes
uncomfortable is not good enough.

'.l'h.e CHAI?!MAN: The question is whether this should be referred to the
steering committee who then will hear representations.

Mr. ARGUE: Read the motion please.

The CHAIRMAN:‘ It is moved by Mr. Charlton and seconded by Mr. Thatcher
that the sub-committee on agenda and procedure meet with officials of the
Canadian Farm Loan Board, with Mr. Wyndlow present, and review the case

pres;_ented by Mr. Wyndlow. That is the motion. All those in favour of the
motion? Ten. Contrary minded if any? Eleven. I declare the motion lost!

Mr. ArGUE: Will you take the vote again, please.

Mr. JouNsON (Kindersley): You cast the deciding vote, did you not, Mr.
Chairman? .

The CHAIRMAN: Yes! Now, Mr. Chester is available for further questioning. -
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By Mr. Johnson (Kindersley):

Q. At the conclusion of Mr. Chester's evidence on the last day he was
here I asked him to provide the committee with a list of the appraisers from
the western provinces, the areas they covered and their qualifications. Is that
information available now?—A. I think, Mr. Johnson, your question wanted us
to give the qualifications and the names and addresses of our appraisers in the
prairie provinces.

Q. That might be the most convenient thing to do, but I was interested in
the areas in which they were resident, in order to get an idea of how much work
they would have to do, and then to determine whether they could do it expedi-
tiously or not. But it may not be easy to put that on the record—A. I understood
that you wanted the qualifications. I thought you might agree with me that it
would not be wise to identify these men individually.

Q. I think that it would be wise.—A. I do not think it would be in the publlc
interest or in the interest of the administration of the board.

By Mr. Argue:

Q. Are they part of the secret service?—A. No.

Q. Who are they? Are they political appointees?—A. No, they are not.
Q. Let us hear their names. These are the cover-up men.

Mr. Viau: They are not C.C.F. ’ers.

Mr. ArRGUE: I am glad to have that on the record!

The WirNess: We have twenty full-time appraisers across Canada
employed by the board; ten of them have had from five to ten years’ appraising
experience; and the other ten have various qualifications including farming;
grain buying; real estate and insurance; veterans land act work; Canadian
Pacific Land Branch work; implement companies territorial management;
credit union work; and their appraisal experience with this board.

By Mr. Argue:

Q. How many of them have been political candidates of any description?
—A. None whatsoever.

Q. We are not entirely sure of that because we do not know who they are.

The CHAIRMAN: One minute; just a minute. That is a very unkind state-
ment to make.

Mr. ArGUE: I 