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FOREWORD 
This comprehensive review of Alberta’s social and economic 

position, and the relations of the Province to both the Dominion 

as a whole and to other provinces is submitted to the Sovereign 

People of Canada at a time when all provinces have been review- 

ing their position in regard to Dominion-Provincial relations. 

Alberta was among the first in asking for the appointment 

of a Royal Commission to consider the many problems which 

beset Western Canada. It was a matter of deep regret to the 

Government of the Province that when a Commission was set up 

by the Dominion Government, it was of such a nature and it was 

appointed under such circumstances that the Alberta Govern- 

ment was obliged to register a strong protest. Without in any 

way reflecting upon the integrity of the personnel of the Commis- 

sion it was the considered opinion of the Alberta Government 

that neither the qualifications of the personnel as a whole, nor 

the terms of reference which were to guide them, would yield a 

recognition of the fundamental causes of our troubles or an 

appreciation of the action necessary to deal with them. Under 

such terms of reference, and with a court of inquiry whose known 

views were bound by orthodoxy, the case was for all practical 

purposes prejudiced. The recommendations for increased cen- 

tralization of control by the Dominion Government and by the 

Bank of Canada which are likely to result from such an inquiry 

will not be acceptable to the people of Alberta. Moreover the 

adoption of any such recommendations would unquestionably 

intensify the troubles and problems which beset Canada. 

The Government of Alberta desires to repudiate any re- 

sponsibility for the Royal Commission which has been set up and 
for the outcome of its investigation. The Province was not 

consulted either in regard to the personnel or the terms of refer- 

ence, and both Saskatchewan and Alberta are without repre- 

sentation on the Commission. In all the circumstances the 

Government of Alberta has been obliged to withhold its recog- 

nition of the Commission. It has not presented any brief to this 

body. The material in this publication was prepared, in part, in 

confident anticipation that the inquiry into Dominion-Provincial 

relations would be conducted on very different lines. 

Therefore, the Government of Alberta is submitting its case 

for the Province to the highest court in the land—the Sovereign 

People of Canada—confident that in this quarter it will receive 

the unbiased consideration which the grave nature of our prob- 

lems demands. 

292797 



Part I deals with the various aspects of Alberta’s problems 

within the framework of the orthodox concept of our present 

social system. 

Part II is devoted to an analytical examination of the 

realities of these problems and the manner in which they should 

be remedied. 

The Government of Alberta desires to stress the extreme 

gravity of the situation and it seeks the closest co-operation of all 

provinces in dealing with this effectively and speedily. 

The people of the Province, we believe, are willing to support 

the constructive suggestions submitted in the concluding chapter, 

and to put these into effect within their own boundaries without 

interfering with any other province’s rights or privileges. 

Surely no further proof should be required as to the sincerity 

of purpose and the conviction which accompanies the publication 

of this review. 
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Introduction 

NATIONAL UNITY SHOULD BE MAINTAINED 

The task of preserving a high degree of national unity and 
a strong national spirit in Canada is difficult under any conditions 
and at any time. The geographical structure of Canada is in 
itself a constant challenge to the stability of Confederation. The 
division of the vast area from the Atlantic to the Pacific into four 
distinct geographical units, each having its own type of economic 
life, is a constant and subtle incentive to the growth of pro- 
vincialism and sectionalism. The barriers created by nature 
between the various sections prevent that natural and regular 
intercourse between peoples which promotes good understanding 
and good fellowship. Leaders of Canadian thought must there- 
fore be constantly vigilant, not only to develop a spirit of toler- 
ance, understanding and goodwill, but also to see that national 
policies do not discriminate unduly between sections and that the 
machinery of Government functions smoothly to promote the 
welfare of the people in each area. 

DIVERSITY OF VIEWPOINT 

That serious problems exist is not doubted. The major task 
is to discover the detailed character of these problems. The 
Prairie Provinces have problems which differ markedly from 
those of the industrialized central areas. Even among the 
former, settlements differ in age and composition. The natural 
resources and geographical positions of the various Canadian 
Provinces create separate difficulties. Alberta, historically and 
economically the most recently developed of the Provinces, has 
problems which differ from those even of Saskatchewan and 
Manitoba. All the Provinces, however, have many interests in 
common and similarities in cultural traditions and ideals, while 
many of the difficulties faced by Alberta are also found in the 
other Provinces. 

THE DIFFICULTIES OF A NEW COMMUNITY 

A united Canada presupposes a certain degree of cultural 
unity and a reasonable degree of uniformity of standards of 
living. The fact that the West was settled so recently involves 
the further fact that much of the settlement was by peoples from 
areas of fairly high standards of living, peoples anxious to 
establish in their new homes as quickly as possible as high stand- 
ards of living aS in the home land which they had left. The 
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standard of living of the peasantry of an earlier century could 

not satisfy the settlers of the twentieth century, and is in fact 

not desirable. The demands upon the local and Provincial Gov- 

ernments for good roads, communication facilities, schools, public 

health and other social services, therefore, have been persistent 

as in the older Provinces. The rapid growth of the population 

in the earlier years—many settlers bringing with them consider- 

able sums for investment—caused the inevitable expansion boom 

with all its usual consequences both during that period as well as 

during the period when the boom subsided as the rate of settle- 

ment began to decrease. The scattered, haphazard character of 

the settlement policy accentuated the difficulties of the growing 

community which would have been acute even in a more mature 

and compact settlement. 

THE VARIABLE INCOME OF AN AGRICULTURAL PROVINCE 

That the Prairie Provinces are dependent largely on agri- 

culture is a matter of common knowledge. The highly variable 

income due to the vagaries in the price and yield of wheat and 

other products has created further difficulties. The crop yield is 

influenced by hail, frost, temperature, precipitation, all of which ~ 

have been highly variable. Probably in no other large area of 

the North American Continent is the dependence of the people on 

the behaviour of the weather so marked; if there is a succession 

of grain crop failures the economic life of the area is paralyzed. 

The people are deeply conscious of this fact, the significance of 

which cannot be over emphasized. 

THE RAPID GROWTH OF DEMAND 

At the time of Confederation the functions of Provincial 

Government were limited to furnishing earth roads, schools and 

the protection of property and persons. The taxing powers of 

the Provinces were designed to meet these few essential needs. 

This Province was obliged to meet all the demands of rapid settle- 

ment as well as the demands for increasing governmental services 

at a time when the older Provinces, with their longer period of 

development were already finding inadequate the sources of 

revenue available to them. 

A COMMON CULTURAL STANDARD ESSENTIAL 

Certain general principles should control the relations of 

the people of a confederation as among themselves, as well as the 

relations between the Provincial and Federal Governments. 

Successful confederation cannot continue where benefits and 

burdens of national policies are unequally distributed. The 

benefits of policies instituted for the general good should not in 

practice be restricted to particular groups or areas. Where 
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national policy, deliberately or by force of circumstances, im- 

pinges unequally on various groups or areas, there should be 

some corresponding compensation for the loss. When a national 

calamity falls heavily upon a particular area, part of the burden 
should be carried by the whole. There must be freedom of move- 
ment and communication to ensure the development of a common 
cultural standard, which must include at least an approximation 
to similarity in standards of living. A nation-wide minimum 
standard of living for all areas is a matter of national concern. 

The division of functions between the Governments should result 

in each undertaking those functions which it can best administer. 

THE BASIC PRINCIPLE OF CONFEDERATION 

This last principle was undoubtedly one of the fundamental 

conceptions of the Fathers of Confederation and is embodied in 

the sections of The British North America Act providing for the 

distribution of legislative authority between the Dominion and 

the Provinces. The whole intent and purpose of that Act was to 

set up a central Government which would have legislative 
authority over matters affecting the general welfare of the whole 

Dominion and the relationship of the Dominion with foreign 

powers; the Provinces on the other hand were to retain full legis- 
lative authority over all matters of local interest and concerning 
the property and civil rights of the people of each Province. 

SHOULD LEGISLATIVE AUTHORITY BE TRANSFERRED? 

The Government of Alberta does not concur in the view that 
the constitutional structure so carefully planned by the Fathers 
of Confederation has materially failed, that is in so far as the 

distribution of legislative powers is concerned. Neither does it 

share the view taken by some that in order to meet adequately 

the problems of the day there is any need for a wide transference 

of powers and legislative authority from the Provinces to the 
Dominion or from the Dominion to the Provinces. If the Courts 

by a series of judgments have placed upon the Provinces legis- 

lative responsibility for many of the new services which were 

entirely unknown at the time of Confederation, it does not 

necessarily follow that the constitution should be amended so as 

to transfer such jurisdiction to the Dominion Government. In 

the great majority of cases it will be found that the decisions 

of the Courts conform to the principle that the responsibility 

for any function should be left with that Government which can 
most readily perform that function. 

THE SPIRIT OF OUR CONSTITUTION 

Indeed the people of Canada may very well consider whether 

the Dominion and the Provincial Governments have in fact taken 
full advantage of the machinery provided by The British North 

America Act to solve to their mutual satisfaction the numerous 
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problems that have arisen from time to time. In other words, 

have the Dominion and Provincial Governments approached 

their difficulties with the proper spirit of a national family, with 

a view to providing for the people of Canada the fullest enjoy- 

ment of the benefits that can accrue from the scientific and 

systematic development of all the resources of the Dominion? 

Or has there been too great a tendency for each to take a narrow 

and strict view of the letter of the constitution rather than to act 

in accordance with its spirit? After all, the people of other con- 

federations have had to meet the changing responsibilities of the 

present generation while working under constitutions as old as 

that of this Dominion. 

The people of Canada are now having an opportunity of 

learning of some of the difficulties that have confronted the 

several Provinces in the actual working out of Confederation. 

It is hoped that each part of Canada will view the difficulties of 

the other parts in the kindly and sympathetic spirit with which 

members of a family view the fortunes or misfortunes of other 

members. Such a spirit of goodwill and tolerance throughout 

Canada will go far in assisting in the solution of many of the 

problems facing the Provinces, which, unless solved, will lead to 

even greater troubles in the future. 

ALBERTA MUCH INVESTIGATED 

The Province of Alberta has been very much investigated 

within the past two years. There was in the first place the 

investigation by a Committee representing the holders of Alberta 

Bonds. The Report to that Committee is a large volume with 

many tables of statistical information intended to support the 

conclusion that this Province could continue to meet its public 

debt charge, without reducing the contractual rate of interest, 

by means of an increase in an already oppressive taxation. The 

following year there was the investigation by the Bank of 

Canada, which revealed some of the causes of the present fin- 

ancial difficulties of the Province. The results of that investiga- 

tion have been made public. The Government of the Province 

readily made available whatever information was required by 

both these investigating bodies. 

In the pages that follow the Government now seeks to set 

forth, for the information of the people of Canada and their 
Governments, a statement of the handicaps which have been 

faced in the development of the material resources of this Prov- 
ince and the financial disabilities which have resulted. 

The Government of Alberta believes, however, that, while 

many of the problems of the Province may be alleviated by a 
revision of the financial relationship now existing between the 
Dominion and the Province, only by a fundamental reform of the 

financial system can a complete solution be found for the grave 
problems of our nation. 
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The Economy of the Province of Alberta 

In 1905 the Provinces of Alberta and Saskatchewan were 
carved out of the North-West Territories, thus establishing as 
Provinces all that part of the territories lying between the west- 
ern boundary of Manitoba and the Rocky Mountains, and between 

the international boundary line and the sixtieth parallel of 

latitude. Alberta is slightly greater in area than either of the 

other Prairie Provinces, comprising as it does 255,285 square 

miles or more than 163 million acres. The surveyed portion of 

the Province comprises 87,889,701 acres or slightly over one-half 

the total area, and of this surveyed area approximately 50,209,- 

000 acres have been alienated, patented or otherwise granted. 

It is submitted that a careful study of the economy of the 

Province will support the following assertions: Firstly that since 

its formation in 1905, Alberta has made a notable contribution to 

the wealth of Canada. This will probably be accepted without 

argument. Secondly, that its development has been thwarted, to 

a greater extent than that of any other Canadian Province with 

the possible exception of Saskatchewan, by climatic conditions, 

geographical position and by the operation of national policies. 

Thirdly, that it probably offers greater possibilities of future 

land settlement than any other Province, should conditions in 

Canada again justify policies of land settlement. 

The Canada Year Book has for years pointed out that 

ninety per cent of the total area of the Province lies south of the 

isotherm of 60 degrees F. mean July temperature, which is gener- 

ally considered as the northern limit for the economic production 

of cereals. Supporting this statement a series of maps published 

by the Dominion Meteorological Department discloses the inter- 

esting fact that the isothermal lines, as they approach the Alberta 

border from the east, turn abruptly and steeply northward. This 

is particularly true for the months of April to September, the 

months from seed time to harvest in the northern parts of the 

Province. For example, the line of 44 degrees F. mean April 

temperature, starting at a point at approximately Township 

Forty at the eastern boundary of Manitoba, works gradually 

northward, crossing Saskatchewan at approximately Township 

Sixty, but on reaching the Alberta border sweeps abruptly north- 

ward to a point north and east of McMurray at approximately 

Township Ninety-five, and thence in a north-westerly direction 

through the settlement of Fort Vermilion. Other maximum and 
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minimum temperature lines for that month move in a similar 

manner.) These records would seem to prove that, climatically 

at least, the northern part of Alberta is better adapted to the 

growing of cereal crops than similar parts of the other Prairie 

Provinces. 

It is also peculiarly significant that the southern edge of 

the Precambrian Shield also turns abruptly northward near the 

eastern boundary of Alberta and crosses the north-eastern corner 

of the Province near Lake Chipewyan. In the submission of the 

Province of Saskatchewan to the Royal Commission on Dominion- 

Provincial Relations, it is stated that “North of the 54th parallel 

the shorter growing season and the Precambrian Shield, with its 

numerous rivers, lakes and swamps, its coniferous forests and 

scanty soil, discourage agricultural settlement.” If, therefore, 

soil conditions are otherwise suitable, the fact that such a small 

area of the Province of Alberta falls within the Precambrian 

Shield, demonstrates the possibilities of this northern area for 

certain types of agriculture. Even if Alberta may not benefit 

directly from the mineral production of this Precambrian Shield, 

still the mineral development now going on at Great Bear Lake 

is really tributary to this Province, especially to the City of 

Edmonton. 

TOPOGRAPHY AND SOIL CLASSIFICATION 

The Province as a whole may be described as a great upland 

plateau, rising towards the west through the foothills to the 

Rocky Mountains and sloping northwards from an elevation of 

from two to four thousand feet in the south to one thousand feet 

in the north in the vicinity of Lake Athabasca. This vast plateau 

may be said to be divided into four distinct parts. Like Saskat- 

chewan, the southern part of the Province is comprised of the 

open treeless prairie belt, a portion of which in the south-eastern 

part of the Province has suffered severely from drought con- 

ditions. This prairie belt gradually gives way in the south central 

part of the Province to what is called the park belt which is 

wooded country widely interspersed with open prairie. This 

park belt, in turn, gives way in the north and north-western part 

of the Province to the great wooded belt. The foothills of the 

Rocky Mountains form the fourth part. From a line west of 

Olds on the main line of the Calgary and Edmonton railway to 

the international boundary, the foothills country is ideally suited 

to ranching. In that area may be found some of the largest 

and finest ranches in Canada, including the one that has made 

this area internationally known, the ranch of H.R.H. the Duke 

of Windsor. 

(1) Meteorological Service of Canada normal, mean, maximum and minimum tem- 
perature for the month of April. 
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The soils of Alberta may be divided broadly into four major 

soil belts. The wooded or grey soil belt is the largest, and covers 

about two-thirds of the entire Province. This belt comprises a 

strip on the west flank of the Province and practically the entire 

unsurveyed area, including the Peace River District, and com- 

prises more than 100 million acres in extent. The black soil belt 

occurs adjacent to the wooded soil belt on the east and south. Its 
greatest development is found in south-central Alberta, with its 
widest east and west dimension in the neighborhood of Edmonton. 

It comprises about eight million acres in extent. South and east 

of the black soil belt lies the dark brown soil belt. This consists 

of an area approximately thirteen million acres in extent. Still 

further south and east lies a brown soil belt which occupies all 

of south-eastern Alberta. Its area is about thirteen million acres. 

The delineation of these belts is shown in a number of publications 

of the Department of Soils, College of Agriculture, University of 

Alberta.) 

Within the great wooded soil belt, occur certain areas of 
soils which are not typical of this belt but which are more closely 

related to the black soils. Such areas are found in the neighbour- 

hood of High Prairie, Grande Prairie and Spirit River. These 

smaller areas, however, constitute a small percentage of the total 

area of the wooded belt. 

From this brief survey of the topography of the Province, 

two questions emerge of major interest not only to the people of 

this Province but to the whole of Canada. The first relates to the 

dry belt in the south-eastern portion of the Province. This area, 

extending into the south-western part of Saskatchewan, has suf- 

fered so severely from drought over a period of years as to make 

necessary elaborate plans for rehabilitation and re-settlement. 

This subject is discussed in a later chapter. Secondly, the refer- 

ence to the great wooded area is directly connected with the pos- 

sibility of future land settlement policies in Canada. Climatically, 

it has been shown that practically the whole area is suited to the 

growth of cereal crops. To what extent the soil is adapted to 

agriculture is not so well known. As no survey has been made of 

the greater portion of this area, there are no records to indicate 
the general nature of the soil. 

It is known, however, that wheat has been grown to matur- 
ity by the Mission Fathers at Fort Smith on the 60th parallel of 
latitude, the northern boundary of Alberta. In the Peace River 
District, wheat matures a few days earlier than in the southern 

portion of the Province, due, no doubt, to longer hours of sun- 

shine. Settlement has already pressed further north in Alberta 
than in any other area of the Dominion. In Manitoba, Township 

(1) ‘Wooded Soils and their Management (1982) by F. A. Wyatt and J. D. Newton. 
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Forty marks roughly the northern limit of settlement; in Sas- 

katchewan, the northerly limit is Township Fifty-four, while in 

Alberta, agricultural settlement is found as far north as Town- 

ship Ninety-three, with a small settlement still further north at 

Fort Vermilion at Township One Hundred and Ten. Studies in 

the treatment of the grey wooded soils are being conducted by 

the Department of Soils of the University of Alberta, and this 

Department operates a small experimental station at Breton, 

which is a typical grey soil area. By treatment and the proper 

use of fertilizers, yields have been obtained nearly as high as in 

the black soil territory around Edmonton. It is admitted that a 

substantial part of the unsurveyed area consists of peat and mus- 

keg lands. So far very little work has been done in studying the 

treatment of these types of soils, but it is known that muskeg land 

properly treated may become very excellent agricultural land. 

Unless it is to be accepted that no further land settlement 

in Western Canada should take place, it would seem to be of 

national importance that this large area should be the subject of 

early survey and study. This would involve aeroplane photo- 

graphic surveys from which the whole area could be mapped so 

that its topography could be carefully studied. Professor Wyatt 

suggests that at least ten experimental stations should be opened 

in this area in which experiments could be conducted in a period 

of from five to eight years. He estimates that in this wooded area 

from twenty to forty million acres could be developed into suit- 

able agricultural land. The results of such study would be valu- 

able also to Manitoba and Saskatchewan, as both these Provinces 

have substantial areas of wooded soils. From a settlement stand- 

point, the greatest difficulty lies in the initial cost of clearing the 

land, as this initial cost is so large per acre as to put it beyond 

the means of the ordinary settler. The principal reason why there 

has not been a greater migration of settlers from the drought 

areas of Saskatchewan and Alberta to the northern area of this 

Province, lies in the fact that the cost of clearing the remaining 

available land is quite beyond their financial resources. 

POPULATION 

The population of Alberta in 1906 was 185,195, according to 

the census of that year. The census of 1936 showed the popula- 

tion of the Province to be 772,782. As the migration of settlers 

into the Prairie Provinces was largely from the east, it was only 

to be expected that the open prairie lands of Manitoba and Sas- 

katchewan would first be taken up. The settlement of Manitoba 

and Saskatchewan, therefore, was more rapid than that of Alberta 

until 1926. Since that time the settlement of Alberta has pro- 

ceeded at a more rapid rate than that of the other two Prairie 

Provinces. 
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From 1901 to 1914 the increase in population was phenom- 

enal, due, no doubt, very largely to the immigration policies of 

the Dominion Government at that time. After 1914 the rate of 

settlement slowed down somewhat, but was still substantial until 

the depression of 1921. In the five years following 1921 there 

was only an increase of 19,000 persons, or approximately 3.2 per 

cent. The more prosperous years from 1926 to 1931 were reflected 

in a further substantial increase, the population during that per- 

iod increasing by 124,000, or approximately 20 per cent. During 

the years of depression from 1931, the rate of settlement again 

slowed down, there being only an increase of 41,000 from 1931 

to 1936, or approximately 5.6 per cent. 

AAMBIE IS, I 

POPULATION GROWTH 1901-1936(1) 
(In thousands.) 

ABSOLUTE INCREASE PERCENTAGE INCREASE 

BORULS LION IN FIVE YEARS IN FIVE YEARS 

Mani- Saskat- Mani- Saskat- Mani- Saskat- 
Year Alta. toba chewan| Alta. toba chewan| Alta. toba chewan 

1901 73 255 91 
1906 185 366 258 112 110 166 | 154% 43% 182% 
1911 374 461 492 189 96 235 102% 26% 91% 
1916 496 554 648 122 92 155 33% 20% 32% 
1921 588 610 ‘758 92 56 110 19% 10% 17% 
1926 + «608 ~—«639 821 id 29 63 3.2% 4.1% 8.3% 
1931 732 700 922 124 61 101 20% 96%" 12% 
IIS iis) = TALL RI 41 ial 9 5.6% 1.5% 99% 

(1) ‘Canada Year Book, 1937. 

The ratio as between urban and rural population has shown 

a slight but steady increase in the percentage of urban population, 

due mainly to the mining and industrial development during the 

years from 1906. In that year the percentage of rural population 

was approximately 68.74%. In 1936 the ratio of rural popula- 

tion was 62.93%. 

TABLE Ii, 

DETAILS OF POPULATION 

1901 1906 1911 1916 1921 1926 1931 1936 

Total Urban | 18,533 57,875 | 137,662 | 188,749 | 222904 | 233,848 | 278,508 | 286,447 

Total Rural 54,489 | 127,320 | 236,633 | 307,693 | 365,550 | 373,751 | 453,097 | 486,335 

TOTAL 73,022 | 185,195 | 374,295 | 496,442 | 588,454 | 607,599 | 731,605 | 772,782 

Alberta is, therefore, more predominantly rural in its popu- 

lation than any other Province of Canada, with the exception of 

Saskatchewan and Prince Edward Island. 
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While an exact analysis of the racial origin of the popula- 

tion of the Province as ascertained by the census of 1936 is not 

yet available, according to the census of 1931, 53.2 per cent of the 

population was estimated to be of British origin, 43.8 per cent to 

be from other European countries and the remaining 3 per cent 

to be of Asiatic origin, with a native population of Indians esti- 

mated at approximately 15,000. It will be observed that the 

dominant element in the population is of British origin, and it is 

assumed that the analysis of the 1936 census, will not show any 

material change in this respect. 

AGRICULTURE 

As stated above, from an industrial standpoint the Province 

is predominantly agricultural, and as in Saskatchewan, wheat 

is the most important agricultural product. According to the 

census of 1936 the total area of farm lands in the Province is ap- 

proximately 40,500,000 acres, of which approximately 18 million 

acres consist of improved land. Of this area approximately 

7,360,000 acres were seeded to wheat in 1936. Table III sets out 

the acreage, yield in bushels, and value of wheat production since 

1906. There are two significant features of this table. The first 

is found in the very large increase in acreage from 1906 to 197%, 

and the correspondingly large increase in the total value of wheat 

production in those years, more particularly between the years 

1916 and 1927. While this increase is undoubtedly due, in part, 

to the rapid increase in land settlement during those years, im- 

portant contributing causes were no doubt the national appeal for 

increased production during the years of the war and the fair to 

TABLE III. 

WHEAT PRODUCTION 

: Price 
Total Yield Per Total Value Year Acres Bushels Bushel 

TO0GS tetera ere: eee VL 3,966,020 $0.65 | $ 2,549,408 
fe Ba Re iy ee ea Ce 940,164 20,066,987 0.62 12,376,100 
OT Geter cp oo oes eater 1,567,738 41,610,946 ieeses 55,369,406 
1S pA Rae eee See PS re ee 4,649,404 53,044,000 0.77 40,756,000 
dS DA aii ser erent eee 6,115,000 113,120,000 1.05 118,776,000 
OO Seaitecerrve eeiesiw tide sree. 6,251,000 | 171,277,400 0.98 167,993,236 
POOR ein eee 6,707,526 | 155,662,000 | 0.75 | 117,008,000 
ODUM | Dime boo oka a ag) 7.551.215 | 90,534,000 | 1.14 | 103,067,000 
(O30 gate cee. 7:164.000 | 132,900,000 | 0.39 51,831,000 
LON Ger tite oe a © 7,938,000 | 140,603,000 | 0.36 50,617,000 
[QG0 tee ne eee nee 8.201.000 | 167,355,000 | 0.32 53,554,000 
1933 cor sce. ae 7,898,000 | 102,334,000 | 0.45 46,050,300 
OSA cae hae eee 7,501,000 | 112,500,000 | 0.58 65,250,000 
1935) ass ene 7,500,000 | 98,648,000 | 0.61 60.175,000 
LOSE. a,c: bei eek nae 7,537,200 | 66,000,000 | 0.92 60,720,000 
UA BY Mae yatitersostetosacdis sate So: 7,834,000 74,000,000 0.98 72,520,000 
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high prices of wheat prevailing from 1916 to 1927. The second 
feature of significance is found in the abnormal drop both in price 
per bushel and in total value in the years following 1928, due en- 

tirely to the impact of the depression. Further reference to this 

feature will be made in subsequent pages. 

Table No. IV sets out the total agricultural production of the 
Province in the years from 1906 to 1937. From this table it will 

be seen that there has been an equally substantial increase in the 

total number of acres under cultivation for all purposes, and 

also that agriculture in this Province has developed along the 

line of mixed farming to a greater extent than in the Province 

of Saskatchewan, and compares very favourably with the 

Province of Manitoba. Mixed farming has been developed in 

this Province to as great an extent as climate, soil and available 

markets will permit. This table also reflects, in a striking 

manner, the abnormal decrease in the value of all farm products 

during the years of the depression. 

Attention should also be directed to the large decrease in 

the value of dairy products following the year 1921. This, no 

doubt was due largely to the trade agreement made in 1922 

by the Dominion Government with Australia and New 

Zealand, whereby the tariff on butter was reduced from three 

cents to one cent per pound in order to encourage the sale of Can- 

adian made industrial products, principally automobiles, in Aus- 

tralia and New Zealand. The effect of this reduction in tariff 

was to promote the importation of Australian butter into Canada. 

This importation increased annually until in 1930 it is estimated 

that approximately 44 million pounds of butter were imported 

from those countries into Canada. In 1930 the Dominion Govern- 

ment, realizing the effect of this reduced tariff, increased the duty 

by five cents per pound and thereby very largely put an end to this 

competitive importation. If this change had not been made, the 

combined effect of this competition with the decrease in prices, 

due to the depression, would have been disastrous to dairy pro- 

ducers in this Province. 

Alberta would not object to the general effect of these tariff 

changes upon its dairy industry, if the tariff operated evenly on 

agricultural economy. The effect of the tariff, however, upon 

Alberta has been two-fold. It rests as a burden upon agriculture 

generally, while those commodities produced in the Province 

which might be assisted by a reasonable tariff protection, have not 

received uniformly the protection which might have been 

expected. 

Tables III and IV also show that, while there was a sub- 

stantial increase in wheat production, and a similar increase in 
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dairy production in 1921 over that of 1916, live stock values 

declined approximately 50 per cent. This was the result of the 

United States Emergency Tariff of 1921 and the further increase 

in 1922. Prior to those years the United States had been the best 

market for Alberta cattle. The effect of this tariff was to close 

that outlet. Prices immediately dropped to such a low level that 

many ranchers and other producers of cattle were nearly ruined. 

Farmers were forced to a greater dependence upon the produc- 

tion of dairy products, poultry, and swine. Since 1921 the only 

available markets for live cattle have been Eastern Canada and 

the United Kingdom. The limitation of markets has had the 

effect of keeping live stock prices at a continuously low level, and 

the Province so admirably suited to cattle raising has been able 

to make very little progress in this branch of agricultural 

endeavour. 

Although Saskatchewan consistently led Alberta in the total 

production of horses and cattle, Table V shows that, according to 

the census returns of 1936, Alberta has now passed Saskatchewan 

in the total number of cattle produced, while it has consistently 

led both Saskatchewan and Manitoba in the total production of 

sheep and swine. It is probable, however, that the drought con- 

ditions in the Province of Saskatchewan have resulted in a decline 

in the number of cattle produced in that Province. 

LAND TENURE AND THE FARM UNIT 

The average unit of farm holding in Alberta, as is the case 

in Saskatchewan, is somewhat larger than in the other Provinces 

of Canada. In the early years in this Province, due no doubt to 

the fact that much of the land was taken up by homestead or by 

purchase, the percentage of farms of 201 acres and over, in 1906 

was only 27.29 per cent. From that year to 1926, there was a 

steady increase in the size of the farm unit, the number of farms 

in that year of 201 acres and over being 57.55 per cent. Since 

1926 there has been very little change in this respect. The census 

returns for 1936 show 54,899 farms of 201 acres and over out of 

a total of 100,358 farms in the Province. Owing to the adaptabil- 

ity of power machinery to wheat farming, the trend towards large 

farm units has been greater in the southern part of the Province 

than in the central and northern parts. 

Due no doubt to the same cause, that is, that land was taken 

up either by homestead or direct purchase, in the early years of 

the history of the Province, the tenure of land was largely that of 

ownership. In 1901, out of 9,479 farms, approximately 9,076 

were held by owners, while only 211 were held by tenants and 192 

by part owners and part tenants. As shown by Table VI, this 

situation has changed considerably. The census of 1936 shows 

that out of 100,358 farms in the Province, 67,562 were held by 
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TABLE V. 

Live SrocK ON FARMS AND ELSEWHERE, 1921-1936 

Province | 1921 1926 1931 1936 

ALBERTA— 

Horses: Number 824,419 804,954 745,955 687,595 

Value $| 177,687,612 50,890,235 34,296,874 40,142,423 

Cattle: Number 1,400,855 | 1,190,249 1,144,327 1,571,060 

Value $| 52,420,853 32,210,515 35,621,973 27,881,651 

Sheep: Number 431,479 504,849 785,929 765,891 

Value $ DS ETE 4,424,017 3,818,508 2,568,489 

Swine: Number 426,539 706,602 1,057,104 883,124 

Value $) 4,319,205 6,867,336 6,226,839 6,369,578 

Poultry: Number 5,663,164 6,580,071 8,725,866 7,054,443 

Value $) 2,976,660 2,838,657 3,076,818 2,184,209 

SASKATCHEWAN— 

Horses: Number 1,091,507 1,124,554 1,011,817 908,440 
Value $] 138,020,672 98,738,360 54,568,609 59,766,911 

Cattle: Number 1,312,906 1,185,582 1,206,562 1,561,087 

Value $) 49,832,100 32,552,916 33,848,490 27,009,008 

Sheep: Number 195,538 161,831 281,013 342,271 
Value $) 1,445,635 1,342,227 1,500,796 1,159,600 

Swine: Number 424,298 603,373 959,544 674,159 
Value $| 4,955,814 5,974,342 5.351.912 4,496,044 

Poultry: Number 8,227,405 9,558,671 12,013,838 9,812,321 
Value $ 4,447,561 4,231,611 4,089,571 2,908,007 

MANITOBA— 
Horses: Number 366,262 352,062 333,957 311,386 

Value $) 49,225,064 32,491,968 20,727,107 22,775,940 
Cattle: Number 660,413 631,092 685,044 768,234 

Value $) 23,420,545 18,295,999 19,241,362 14,692,713 
Sheep: Number 112,885 2703 216,790 207,915 

Value $) 798,437 934.929 abel ay hate 734,392 
Swine: Number | 204,408 310,400 397,548 275,874 

Value $) 2,403,922 3,315,530 2,511,974 2,012,388 
Poultry: Number 3,861,040 4,906,419 6,023,877 5,088,504 

Value $| 2,268,827 2,409,664 2,201,174 1,626,863 

owners, while 16,208 were held by tenants and 16,588 by part own- 

ers and part tenants. It will be observed that since 1931 there 

has been a decline in the number of farms held by owners, and a 

substantial increase in the number of farms held by tenants as 

well as by part owners and part tenants. 

During the years from 1921 to 1931, there was in Alberta, 

as in the Province of Saskatchewan, a very steady and definite 

trend towards mechanized farming. This was particularly true 

in the southern part of the Province where the extreme variations 

in climatic conditions often raised an acute problem of providing 
proper supplies of feed for live stock. During the years of 
depression from 1931 to 1936 this trend was definitely arrested 
with the result that there was little increase in the purchase of 
power equipment. Table VII not only shows this trend to 
mechanized farming in this Province but also shows that, although 
the farmers of Alberta have gone much farther than the farmers 
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TABLE VI. 

TENURE OF Farm LANDS 

; Owners 7 
Year Total and Tenants pa ad es 

Managers 

TG 0) Teer ect te eek nd 9,479 9,076 Dalal 192 
ISTO he ccchan tah aati Se 30,286 Not Reported 
IROCB Gill Flic pA ae pee tae 60,559 55,688 BA SAL 27550 
LOT 6 gente. catty 67,977 57,130 4,791 6,056 
OD eer eee rene 82,954 66,629 8,072 8,253 
LUDA iit whe np teats Pen CUNO 54,474 11,214 11,442 
LOS ras ete? Six ey. 97,408 71,060 11,808 14,540 
OS Gea eee vee 100,358 67,562 16,208 16,588 

of Manitoba in this direction, they are still considerably behind 
the farmers of Saskatchewan. 

Generally speaking, it may be said that the statistics of pro- 
duction show that the Province is well suited to agriculture in the 
various branches now carried on by the farmers of the Province. 
The yield per acre of land is higher than that of either of the other 
Prairie Provinces. The handicaps to production, however, are 
very great and the statistics showing the decline in value of agri- 
cultural production since 1928 do not tell the whole story. In the 
older Provinces of Canada, several generations of farmers have 
each contributed towards the general improvement of the farms 
of that Province, more particularly with respect to buildings: 

TABLE VII. 

TRACTORS, COMBINES, Motor TRUCKS AND AUTOMOBILES ON FARMS IN THE 
PRAIRIE PROVINCES AND Canapa, 1921-1936(1) 

Vea nioal Soares Prairie 
ani- | Saskat- Prove 

Years (Oba el ehesvan Alberta eet Canada 

Ea CtOLS ame a res 1921 10,027" | 19,248 9215 38,485 | 47,455 
1926 12,151 | 26,674 |) 11,311 50,136 
1931 14,366 | 43,308 | 23,985 81,659 | 105,360 
1936 14,685 | 42,051 | 24,913 81,649 

Combines nt 1931 355 6,019 2,523 8,897 8,917 

1936 498 6,413 2,909 9,820 

NOOR ALUN) pecoscenct 1926 952 3,267 1,421 5,640 

1931 3,260 | 10,938 UBUg) 21,517 | 48,401 
1936 3,299 | 10,338 (ot 21,294 

Automobiles ........... 1921(2) 16,645 | 36,098 | 20,616 | 73,359 | 157,022 
1926 20,208 | 52,177 | 29,144 | 101,529 
1931 | 25,588 | 65,094 | 42,817 | 133.499 | 391 984 
1936 22,980 | 54,469 | 39,222 | 116,671 

(1) Compiled from preliminary returns of the Census of the Prairie Provinces, 1936, 
and preceding censuses 

(2) Motor trucks were included with automobiles in 1921. 
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In many localities in Alberta the farms show the work of only 

one generation. A physical examination of almost any district in 

the Province will show, in a very definite way, the results of the 

disastrously low prices of 1931 and 1932, when prices were forced 

to a level much below that which might be considered as a fair 

level of the cost of production. Farm buildings are largely desti- 

tute of paint and in many cases show the urgent need of repair. 

Farm machinery is sadly in need of repair, if not replacement. 

In the early years of settlement there was an abundance of money 

for farm loans, as loans on the security of farm properties at a 

minimum rate of 8 per cent were considered by many companies 

as an excellent medium for investment. In the years of falling 

prices after 1929 there was a great reluctance on the part of these 

investors to reduce rates of interest so that until very recently the 

rates remained at a minimum level of 8 per cent even on short 

term bank loans. The result has been an accumulation of private 

debt which constitutes a very serious economic problem. This 

will be dealt with in a subsequent chapter. 

Table VIII shows how greatly the sales of tractors have fallen 

off since 1928. A tabulation of the sales of any other item of 

farm machinery would show approximately the same results. 

Unless prompt and comprehensive measures are taken towards 

the solution of the private debt problem and towards removing 

some of the disabilities under which this industry is now labour- 

ing, it will take another decade at least to complete the re-estab- 

TABLE VIII. 

TRACTOR SALES IN THE PRAIRIE PROVINCES, 1920-1936 

: Saskat- Prairie 
Year Manitoba ahecor es Alberta SD nrcineee 

OD, O weasareccenwsectatee Beeensaneeeneet 3,671 4,229 2310 esd 
Le PA le Se Rec es ea ne at 1,057 1,655 716 3,428 
O22 ee Or eee Setedue ence weeeein es 1,361 2,475 386 4,222 
LO 2 oe ob ceeteen acts eencc rent ects 911 2,524 (ial 4,166 
WO QA e Lie eciwiu enema 465 1,213 434 Ag bie 
BS PAG lee peas cere Se ge aie ae 1,008 2176 869 4,053 
DO ier ee ote eben aceee en 1,498 3,704 ibs plat Gols 
NS PAL Pi eRe i ie oA nk me es Meee 1,414 SM PAL 2,885 10,026 
OB iaircan. so. aded RCRpeN Acree nee 2,209 8,703 6,231 17,143 
IRS A A eae ae epee s MERE nea 2,423 6,906 5,228 14,557 
MOBO pec aceee e ccomeeentnae 1,541 4,350 3,100 8,991 
POS UMEAE: teenie cclsteeetuassree 186 267 334 787 
ING: PA poererte are ai eer 195 279 404 878 
OAS tees Merete coer Ree Paco cir 223 aed 307 762 
TOBA seat atves Secs coerce 457 395 603 1,455 
OBS ad teenies Bose teevtenasans eters 550 669 938 215i 
TLOSG: tas cackctaasddtertccasteareaeeneenss 996 1,330 1,258 3,584 

20,165 46,834 28,114 95,113 
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lishment of the industry, notwithstanding the well known fact that 

the prairie farmer shows an amazing ability to come back, when 

prices of farm produce are stabilized at a reasonable level. 

MINERAL PRODUCTION 

With its great natural reserves of coal, natural gas and 

petroleum, Alberta has the basis for an extensive industrial de- 

velopment. The lack of markets, however, presents a definite 

limitation to the opportunities for developing these resources. 

The result is that while Alberta has a larger and more varied 

industrial development than the Province of Saskatchewan it 

lags behind the Province of Manitoba. 

Although the value of mineral production is much less than 

the value of agricultural production, nevertheless the former has 

gained rapidly in importance since 1905. In 1906 the total value 

of all mineral production was approximately seven million dollars. 

A steady gain is reflected, however, in the value of this produc- 

tion until, as in the case of agriculture, the peak year was reached 

in 1928, when the total value of all mineral production was ap- 

proximately 35 million dollars. As almost the entire production 

of the Province finds its market in the Prairie Provinces, the de- 

clining values of farm products were reflected in a steady decrease 

in the value of mineral production until the year 1933, when the 

total value was somewhat less than 20 million dollars. Since that 

year there has been a gradual improvement as prices of agricul- 

tural products have improved. Table No. IX gives the annual 
production of all minerals each year since 1906. 

Coal is, of course, the principal mineral product. In no part 

of the economy of Alberta is the handicap of the geographical 

position of the Province and of high transportation rates shown 

more markedly than with respect to this commodity. As these 

handicaps are discussed in a subsequent chapter, it is sufficient 

for the purposes of this chapter to state that, although the known 

coal reserves of the Province are practically inexhaustible, the 

peak of annual production reached in 1928 was 7,334,179 tons, 

with a total value of over 23 million dollars. The coal industry 

gives employment to approximately 10,000 people annually. While 

undoubtedly constituting an exceedingly rich natural resource, 

the full development of the coal industry is prevented by Jack of 

markets. 

Natural gas is also one of the important natural resources 

of the Province. In 1935 Alberta produced about 65 per cent of 

the natural gas in the Dominion in terms of quantity, but only 45 

per cent in terms of value. As in the case of coal, the absence of 

large readily available markets precludes a satisfactory disposal 
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of the product. In 1934, Ontario was credited with about 54 per 

cent of the total value but only 33 per cent of the total quantity 

of this product, while Alberta produced 42 per cent in value and 

64 per cent of the total quantity. Fortunately the principal 

natural gas resources are distributed over a wide area of the 

Province. The city of Medicine Hat draws its supply from the 

reserves adjacent to that city. The cities of Calgary and Leth- 

bridge and intermediate and adjacent points originally derived 

their supply from the Bow Island field, but of recent years have 

depended mainly upon the Turner Valley field. In fact, as the 

Bow Island field threatened to be depleted a few years ago, it 

is now being replenished by artificial means from Turner Valley. 

The City of Edmonton and adjacent points are supplied from the 

Viking field. In 1915 natural gas was declared to be a public 

utility, and since that time the rates for domestic and industrial 

purposes have been controlled and regulated by the Board of 

Public Utility Commissioners. 

The Province is rapidly assuming a commanding position, 

not only in Canada but in the Empire, with respect to the produc- 

tion of petroleum, the Turner Valley now being internationally 

recognized as an important field of production. Again, because 

of restricted markets, this important product cannot be developed 

to its full extent. For the purpose of orderly development of the 

field it was necessary to place this industry under the control of 

the Board of Public Utility Commissioners.) In 1937 the output 

of the wells in the Turner Valley field was reduced first to 60 per 

cent capacity, and during the latter part of the year only produced 

to the extent of 42 per cent of potential capacity. Notwithstand- 

ing this fact, the total production in that year amounted to 

$4,883,867.00. The petroleum resources of the Province will be 

discussed in greater detail in a subsequent chapter. 

The tar sand deposits on the Athabasca River in the vicinity 

of Fort McMurray are also internationally known, although as 

yet there has been but little production from the deposits. Much 

research has taken place to discover economical methods of extrac- 

{ion and commercial production is now in the process of establish- 

ment. Estimates place the potential production of petroleum 

from the tar sand deposits at 100 billion barrels. Experiments 

in the use of tar sands for road surfacing have demonstrated that 

the material is eminently satisfactory. It is as yet, however, not 

possible to estimate how generally the sands may be used for this 

purpose, and it is also too soon to predict the commercial possibili- 

ties of the extraction of petroleum or petroleum products. 

(1) The industry has recently been placed under the control of The Petroleum and 
Natural Gas Board, 
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Numerous tests have proven also the existence of extensive 

salt deposits in the vicinity of Fort McMurray. A plant for puri- 

fying salt was established at Fort McMurray some years ago and 

operated for a time, but for various reasons this plant was not a 

success and was finally closed. Recently a plant has again been 

opened, however, and has been operating satisfactorily during the 

past year, and it is confidently believed that the production of this 

commodity is now on a permanent basis. The deposits in this area 

have apparently been adequately proven both as to quantity and 

quality, and the extent of production will be governed only by 

effective demand. 

LUMBER 

The lumber industry in Alberta is confined largely to spruce, 

lodge-pole pine, poplar, fir and tamarack products, and serves 

mainly the domestic market on the prairies with a comparatively 

small part of the product going to Eastern Canada. The annual 

production since 1921 has been as follows: 

1921s cteatienneeiel enterica eee ae $ 784,990 
1926 5 sesianitsniwo’ cain cia cas epee re gee anata eee 1,577,432 
TOOT cadisticsceassee er iceads Oe ee 2,172,880 
ALS ).t: Mn ee PERE MRE RODS Ber Semen e 2,047,101 
1929) ss sccicpa cdc sndiedh-t sein pnp eee eae en 2,852,440 
193 0: 2c: acess ccnsasa cheeses ieee eaeae oad eee eee eee 2,390,587 
L981. ctescatesnsacsae Std See ee eee ere 821,628 
1932) 2incecict accdess lik eee ee 968,704 
ES ee ee en 784,195 
LOS 4 us teases arate ets ence setae wate teres et ae 1,125,087 
LOSS. hp eieicnee cent nsnc ens cate ne ae 1,198,640 
POSE 5s. d.iacchssesseeseeee ate eee ie 1,404,446 

These figures bear striking testimony to the reduction of 

purchasing power on the prairies since 1929, and more particu- 
larly the extent to which the improvement of farm properties was 
curtailed since that year. It will be observed that from a produc- 
tion of $2,852,440 in 1929, the total annual value of lumber pro- 
ducts fell to $784,195 in 1934, a reduction of nearly 75 per cent. 

FISHERIES 

The fishing industry in Alberta is a comparatively minor 
one, being confined to the lakes in the northern part of the 
Province. The annual production has ranged from a low of 
1,700,000 pounds with a value of approximately $68,000 in 1906, 
to.a high of 11,000,000 pounds with a value of approximately 
$930,000 in 1929. This production dropped during the succeeding 
years by approximately 75 per cent, the production in 1932 being 
approximately 5,000,000 pounds with a value of $225,000. The 
market for this product is also largely a domestic one, although 
shipments have been made to Chicago and other centres of popula- 
tion in the United States. 
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MANUFACTURING 

Manufacturing in Alberta is as yet largely confined to those 

industries engaged in the processing of the natural products of the 

Province. There was a substantial increase in the annual produc- 

tion from 1906 to 1929 as shown by Table X. Nineteen hundred 

and twenty-nine was the peak year of production with an out-turn 

of approximately 107 million dollars. 

TABLE X. 

MANUFACTURING INDUSTRIES 

Year Value of Products 

INO) (Garren eee aot nae a ladon racers baressecteh $ 4,979,932 

AUST) sce einen ete mo ae ee Rein Pe br Ot RE 18,788,825 
(LEG amet eto, vomciete ie | 0, bee pe Ror, ui te 29,416,221 

JUG PAU ER. Oe a ee Onn ee ee ee 88,606,074 
tO) ne cee A oA aA Rex ees OE th AR SOME 60,064,778 

IISA GE Re cach ot Bn ath ere re PDL SO EIR Ween RU Cone 83,425,631 

DES PAN mario mrties SA AE i. eR RR SAREE Ae ao a eR 84,987,317 

SOD Ciba tes sare aetna priate metus eee ba an #8 100,744,401 

119), OI se Rete Mea ters 8 Oe be Mn ANA RS, Si et 8 107,556,792 

EOS Oa nee eRe are astra er oat ioe caebehcciniatn a euaneamuniises 94,314,782 
LG) SMP mee rat eaten NK be OAL Bei Bee 68,367,411 

EO) DEReee MRE Nhe a i OE ht AB Lad cel eg 55,293,832 

TO SN asancoca dee Geo Sc e eee Re ere oe Ee 54,642,706 

LEO) 3 Aeneas Here ee. Maersk ce. Oe Dak ITA fos 2 We a 69,389,118 

AWS TELSY 5.0 Steal a af er NBR: SOR Rr eae 73,282,607 

In spite of the obvious advantages of the Province as a 

manufacturing centre, with its abundant resources of coal, oil 

and water power, the artificial restriction of markets during the 

depression years resulted in a steady decrease until 1933, when 

the total production was approximately 55 million dollars. In 

this, of course, account must be taken of the fall in prices. 

Table XI indicates the nature of the manufacturing indus- 

try in Alberta and its contribution to the general economy of the 

Province, the figures being those for the year 1935. 

TOTAL PRODUCTION 

Table XII summarizes the total gross and estimated net pro- 

duction of the Province from the year 1920. It will be observed 

that the year 1929 was the peak year with a gross production of 

approximately 462 million dollars. It will also be observed that 

the reduction in purchasing power in the following year reduced 

the total gross production to a much lower point than at any time 

since 1920. 

In any study of the relationship of a Province with the 

Dominion it is assumed that consideration must be given to the 

general economy of that Province and the extent to which it has 

been able to satisfactorily develop its natural wealth. From the 
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TABLE XII. 
VALUE OF ToTaL PRopUCTION—ALBERTA 

Includes Agriculture, Forestry, Fisheries, Trapping, Mining, Electric 
Power, Construction, Custom and Repair and Manufactures. 

Year (1)Gross (2) Net 

NS PAU) Aida acho lo Un Ae $376,420,786 $264,571,430 
LO 2c: Minter arent OR Ys 223,648,964 154,376,861 
NODS ee eee 221,929,251 161,098,720 
LUO DASY. = silent La ROR Bact Re tial 301,105,188 241,241,457 
LO LEER ee SeeCeR AY 298,589,566 210,972,370 
LOD er 360,559,745 261,465,029 
92 Opener ee 383,207,517 298,026,980 
TRAE cnsncknssdh osc cur eee ae en ee 462,347,821 378,578,571 
ISDN) snd cia ts SO 439,513,402 341,413,575 
TAS PAG) 5 erin Aa ae 409,642,138 237,493,962 
LOS Ot Sree ee Wiell soe es 8. 330,816,695 226,401,663 
JURA | le pe eee A, ee 255,519,947 187,019,646 
JNO SP) esi ea Mieneaabeleleac pnts Mica TON 2 One 157,015,824 
9333 See Met sie kts Pet eh tee gil bbe 206,997,231 144,210,672 
OD SA MNe ee eee Ne PIN ae 68a 255,549,707 162,784,883 
HME TAY > Lies auch tas oi ea nhac tea 250,995,852 155,098,958 

(1) Gross production represents the total value of all the individual commodities 
produced under a particular heading. 

(2) Net production represents an attempt to eliminate the value of materials, fuel, 
and electricity consumed in the production process. 

foregoing review it would appear that Alberta may reasonably 
make the following claims: 

1. That, because of climatic and soil conditions, it has poten- 
tially a larger area of undeveloped land suited to agriculture than 
any other Province in the Dominion. 

2. That the area under cultivation, with the exception of the 
south-eastern portion of the Province, has yielded from year to 
year a high average return in wheat and other field crops. 

3. That due to the fact that its most important grain crop, 
wheat, must be sold on an export market, the return has been 
highly variable from year to year, while the market price of all 
field crops suffered disastrous declines in the depression years 
following 1929. 

4. That the Province is admirably suited to live stock pro- 
duction, but the closing of its logical export market in the United 
States by adverse tariffs has largely thwarted development of this 
natural industry. 

5. That it has within its boundaries inexhaustible supplies 
of coal, but it has been unable to develop this important mineral 
resource, as obstacles, commercial, economic and international, 
have prevented distribution in the larger markets in Central 
Canada. In this connection it is significant to note that a recent 
writer in the Financial Post of the City of Toronto, includes with 
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the natural resources of Ontario, the ease with which that Prov- 

ince can draw upon the great coal reserves of the State of 

Pennsylvania. 

6. That the great obstacle to the development of a balanced 

agriculture as well as the development of mineral resources such 

as coal and petroleum, is the lack of effective demand due not so 

much to the geographical position of the Province, but mainly to 

the operation of certain national policies. 

In the succeeding chapters the handicaps facing the 

Province in the development of its natural wealth will be discussed 

in greater detail. 



Chapter Il. 

Alberta as Part of the Economy of Canada 

An examination of the record of agricultural and industrial 
growth in the Provinces of Ontario and Quebec will illustrate in 
part the contribution which the Prairie Provinces have made to 
the general welfare of Canada. By opening up new and substan- 
tial markets for goods manufactured for the most part in those 
two Provinces, the Prairie Provinces have obviously contributed 
substantially to the growth and development of the manufactur- 
ing industries in that part of the Dominion. The larger urban 
population resulting from this industrial growth in turn has pro- 
vided larger markets for agricultural products and has resulted 
in a more diversified and balanced agricultural production than 
is possible on the Prairies. 

An analysis of Table I shows that there was an average 
growth of population in Ontario and Quebec from 1881 to 1901 
of about one per cent per year. In the decade from 1881 to 1891 
the population of the two Provinces increased by 317,000 persons 
or an average increase of 31,700 per year. In the following decade 
from 1891 to 1901 the average annual increase was 22,9002) eAl- 
though, as has already been indicated, approximately 160,000 
people had settled in Alberta and Saskatchewan prior to 1901, 
the great tide of immigration into these two Provinces commenced 
after that date. In the twenty years following 1901 the popula- 
tion of the three Prairie Provinces increased by one and one-half 
million people. It can hardly be regarded as a mere coincidence 
that in the same twenty years the population of the two central 
Provinces increased at double the rate which had prevailed in the 
previous twenty years. From 1901 to 1911 the population of 
Ontario and Quebec increased by 701,000, or an average of 70,- 
100, and from 1911 to 1921 the average annual increase was 
76,200. The decade from 1921 to 1931 witnessed a further large 
increase of population on the Prairies and in the same period 

there was an increase of population in Ontario and Quebec of 

1,011,000, or an average annual increase of 101,000. 

Again it will be observed that during the period of fifty 
years from 1881 to 1931, the population engaged in agriculture 
in Ontario and Quebec remained practically stationary, there 
being 506,000 persons engaged in that industry in 1881 as con- 
trasted with 536,000 in 1931, or an increase of only 30,000 
in fifty years. During the same period, the area of land in field 

eo: pat 19 
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crops increased by less than three million acres, a very small in- 

crease compared with the large increase of similar acreage 1n 

the Prairie Provinces in the thirty years from 1901 to 1931. It 

is evident from these figures that the large development in manu- 

facturing industries in the two central Provinces was not based 

upon a large increase either in agricultural population or in agri- 

cultural production within those Provinces. 

TABLE I.() 

STATISTICS OF GROWTH OF POPULATION AND OF THE NUMBERS OF PERSONS 

OccuPIED IN AGRICULTURE IN ONTARIO AND QUEBEC AND IN THE 

PRAIRIE PROVINCES, 1881-1931 

(In Thousands) 

ONTARIO AND QUEBEC PRAIRIE PROVINCES 

a q o n . g o 
+r Q c H 

8 33 se gS | oo3 
+ n Os OU) oo y Or 

a o'a.5 palit n = B ros) b a2 | ase | °F oo 32 A Sp 
wo » 2 HOH ae ors) ~~ HO 
o lem) oO W Og on oO oo 

ra HAY HOt Zk <i HAY wOg 

LOG ayes ees 3,286 506 345 12,518 | 118 15 

a RAS) ligt ot Hie 3,603 545 1 AES HI 252 47 

‘LOO eee eect 3,832 502 344 13,916 419 79 

LS ae ae 4,533 | 512 362 15,164 1327 283 

OMT secaereracs 5,295 526 336 15,129 1,956 See 

INS al Renae cote 6,306 536 328 15,440 2,354 443 

(1) Canada Year Books, 1936 and 1937. 

While there was very little increase in the population en- 

gaged in agriculture in the central Provinces, there was a rapid 

growth in manufacturing industries following 1900, as indicated 

by Table II. Before 1900 the rate of growth had been very slow 

and there had even been some decline in the ten years prior to 

that date. For the Province of Ontario, however, the capital 

invested in manufacturing concerns increased from $215,000,- 

000 in 1900 to $2,481,400,000 in 1930, or approximately ten 

fold. The amount distributed in salaries and wages increased in 

the same period from $56,500,000 to $370,800,000, while the num- 

ber of employees engaged in those industries increased from 

161,757 in 1900 to 307,477 in 1930. The progress in Quebec was 

similar in character. The capita] invested in manufacturing con- 

cerns increased from $142,400,000 in 1900 to $1,727,100,000 in 

1930; the amount distributed in salaries and wages increased 

from $36,600,000 to $216,800,000, and the number of employees 

from 110,329 to 204,802. 
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TABLE II.) 

STATISTICS OF MANUFACTURING INDUSTRIES IN ONTARIO AND QUEBEC, 

1900-1930 

ONTARIO QUEBEC 

— g | as , g | BS 
@ a 3 S Ay 3 eS | 982/32 88) w& | bose | aa se 

se | Sees| Sb Ss| se | dees | bes 
za | nBeq/ 08 sa| za | dea | 38 Sa 

ON Rear cr cadenerae manatee. 161,757 56.5 215.0 | 110,329 36.6 142.4 
EO (Meee senna. tirewat 238,817 | 117.6 595.4 | 158,207 69.4 326.9 
OD Oye rcoetcbesca ste, aete: 300,794 | 369.8 1,668.1 | 186,308 | 205.8 | 1,028.2 
193 ORM oe ccatvaemenstets 307,477 | 370.8 | 2,431.4 | 204,802 | 216.8 | 1,727.1 

(1) Canada Year Books, 1936 and 1937. 

Human memory is short and probably there are few persons 

in Canada who retain a vivid recollection of the industrial de- 

velopment which occurred in the two central Provinces following 

the period of rapid settlement on the Prairies. The following 

extracts from editorials appearing in papers published in cities 

in Ontario, however, will indicate the view that was held by the 

editors of those papers at the time the editorials were written. 

The first is an editorial reprinted from the Ottawa Free 

Press in the Edmonton Bulletin on February 28th, 1907. The 

editorial, in part, was as follows: 

“The settlement of the West has been the problem of 
Canada for a generation. 

“Since the construction of the Canadian Pacific Railway 
revealed the expanse and something of the resources of the 
Western land this problem has confronted the Canadian 
people and the Canadian Government and the stagnation or 
prosperity in the industrial and commercial life of the 
Dominion has been the reflection of the negligence or energy 
displayed in the solution of this problem. 

“For a decade this problem was worse than ignored by 
a policy—which plundered the Western resources while it 
strangled the opportunity for Western settlement and de- 
velopment; and the result was reflected in the industrial and 
commercial paralysis of the Dominion from sea to sea. 
Manufactures languished from lack of markets; mechanics, 
unable to obtain employment, tramped the streets of Ontario 
cities under the gruesome signal of starvation; foreign 
capital held aloof from the unpromising field, while thousands 
of Canadian-born fled to the United States to find the oppor- 
tunities of livelihood denied them at home. 

“Ten years ago this policy of ‘conserving’ the land in 
unoccupied uselessness came to an end, and the Federal 
Government took up with courage and resolution the policy 
of peopling the West with those who were willing and able 
to bring its resources into use. The results have been as 
apparent in Eastern as in Western Canada, and, marvellous 
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as has been the change on the plains, it has been equalled in 

degree by that in Eastern Provinces. Factories which be- 

fore stood idle are running night and day; employment offers 

everywhere and at satisfactory wages; capital from abroad 

is being freely invested in our development and industrial 

enterprises. Canadians no longer flock abroad in search of 

opportunity, but find it in plenty under their own flag, while 

thousands come annually from abroad, attracted by the hope 

of finding better conditions of life.” 

Another editorial from the Toronto World, read in part as 

follows: 

“The marvel of our West is its productiveness, the in- 
rush of population, most of all the consuming capacity, the 
consuming possibility of that population for manufactured 
goods of all kinds. The farmers of the West do not haggle 
over prices, they have the money to buy all kinds of things, 
and with their rapidly increasing numbers they can support 
an immense population in some other portion of the Do- 
minion better suited for industrial and manufacturing 
purposes.” 

The editorial then proceeds to indicate that the central 

Provinces are the parts of Canada particularly adapted to profit 

from this large increase in population on the Prairies. 

If, as already indicated, there was but little growth during 

the past fifty years either in the population engaged in agriculture 

in the central Provinces or in the acreage of field crop production, 

there has been nevertheless a substantial improvement in the 

economic position of those engaged in this industry. It is 

admitted that the two Provinces have from the beginning been 

admirably suited to diversified agriculture with dairy and live 

stock farming forming a substantial proportion of agricultural 
production. Certain areas were particularly adapted by soil and 
climatic conditions to fruit growing and the existence of numer- 
ous urban centres provided an outlet for market produce. With 
the rapid increase, however, of urban centres due to the pro- 
gressive development of manufacturing industries, it was inevit- 
able that agricultural production should undergo a substantial 
change due to the ever increasing demand for food products. One 
of the stock arguments of those who support high tariff policies 
is that agriculture is benefited by the consequent growth of con- 
suming urban population. 

Various examples might be cited in support of this conten- 
tion. A striking instance may be found in the production of milk 
for urban use. In 1901 on the basis of one-half pint per day per 
capita, the requirements of the Province of Ontario amounted to 
17.1 million gallons and for Quebec 11.8 million gallons. In 1931 
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the requirements on the same basis would be 38.3 million gallons 

for Ontario and 33.1 million gallons for Quebec. In other words 

the increase in consumption in these two Provinces during that 

interval of thirty years was 42.5 million gallons or two and one- 

half times the total consumption of both Provinces in 1901. 

Another example of this change in agricultural production 

is shown in the relative production of dairy and creamery butter 

which in 1935 in the Province of Ontario amounted to 117,251,800 

pounds or considerably more than the total production for all 

Canada in the year that Alberta was created a Province. The 

increase in home consumption of other foods may be expected to 

be in much the same proportion. 

A further indication of the present favourable position of the 

two central Provinces may be found in the relative prices for 

similar agricultural products in Alberta and Ontario. The Canada 

Year Book, 1937, gives the following average prices obtained in 

Alberta and Ontario for similar products: 

Commodity Ontario Alberta 

SOMO MW eater tener eee care ccresarses 9 08 8 Gl By 
(BERS: ccontharsy hie eae san keane eer ease eee .28— .48 .16— .34 
IBYAERe  cacch cocacosentenetenscone aetaarenae Oe seenae meee 40— .80 PR 155) 
IPotaboesmocin DUS Mele act sere 1.12—1.35 .68— .95 
ELOUS CG Maem erat Cec gee es ceccunes dee 105.00 50.00 
IGS (Cron Sp Ret ae aaa ee eer ee ere 46.00 26.00 
Sieepepe tal 00M Same ee eates nee cere. 7.00 4.51 
Siwihlempe ral. Om Sterrcectcereesscrssre tess. 11.63 9.86 
Veal S00, (GUS STON "<a nai, needed ena eer matees uncaeer 74 42 

Stee Sit (LOS O) Gena wee ee cla ee tees eo 1.40 
IDpsyeRS jovere Cllov~, KBB) casssesee roscoe cons cuchoe wall 13 

It may be argued that with respect to horses and milch cows 

Ontario may produce a uniformly higher grade, more adaptable 

to market purposes, which may account for part of the difference 

in price. Several of the commodities quoted, however, are mar- 

keted on the basis of similar grades for all the Provinces. It may 

be admitted also that the prices of some Alberta products may 

be affected by freight rates to export markets but freight 

rates can hardly explain the total difference in the prices quot- 

ed. If freight rates are to be made accountable for the differ- 

ence in price, then the figures indicate a serious disadvantage 

under which Alberta farmers labour because of this fixed 

charge as contrasted with the farmers of Ontario. If the dif- 

ference in price is to be accounted for by the influence of home 

markets then the figures indicate the contribution which in- 

dustrial development in Ontario has made to agriculture. 
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The contribution made by Alberta and the other Prairie 

Provinces to Canada’s export trade needs no extensive com- 

ment. Since 1910 the Canadian export tables have consistent- 

ly placed wheat in the first place in order of importance in the 

list of exportable commodities. In 1900 the total exportable 

value of wheat was $11,995,488. In 1930, the exportable value 

of this commodity was $215,753,475. It requires no argument 

to prove that the greater part of this large increase in values 

is the result of the exportation of wheat grown on the Prairies. 

Professor Innis in ‘Problems of Staple Production” 

makes the following reference to the importance of wheat to 

the economic life of Canada: 

“Tt is difficult to over estimate the importance of wheat 
to Canadian industrial development and to Canada’s present 
problems. The economic and political structure of Canada 
have been built up in relation to the production and export 
of wheat.... Moreover, the expansion of industry in Eastern 
Canada, and the consequent revolution of eastern agriculture 
was largely a result of the opening of the West especially 
after 1900. The development of the lumber industry in 
British Columbia and the development of coal-mining and 
the iron and steel industry in the Maritimes were stimulated 
by the marked increase in the production of wheat. ... On 
the whole, wheat has continued in the war and post-war per- 
iods as the raison d’etre of enormous investments of capital 
in Canadian transport, industry and agriculture, and fluctu- 
ations in the volume of wheat produced in Western Canada 
have been registered directly and indirectly in the economic 
conditions of other parts of Canada. Its influence has been 
tempered by the growth of mining and of pulp and paper 
industries, but it remains of basic importance.” 

A further indication of the contribution which this Proy- 
ince has and is making to Canada and particularly to the Cen- 
tral Provinces may be found in the volume of retail merchan- 
dising sales within the Province. The volume for the years 
1930 to 1934 (inclusive), is estimated by the Dominion Bureau 
of Statistics as follows: 

1080 thi din obi week Meee ee $176,537,100 
LEY oes Ca eae etre ee bee NE oy ile 135,095,000 
1032 inland ik dat Aire ele teen hee 115,354,000 
1038.2) 2.20 tlbece ae aac eee 108,431,000 
1934.50 er ace ee care ee i 120,423,000 

As the years quoted are the years of depression, it is obvious that 
the volume would be considerably higher in the preceding years 
when the prices of wheat were higher. 
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It has been estimated that at least 75 per cent of retail mer- 
chandising sales consists of goods manufactured in other Prov- 
inces, principally in Ontario and Quebec. Alberta is indeed a 
good customer of the Eastern manufacturer. Not only does 
Alberta, along with Manitoba and Saskatchewan, provide a 
large market for the manufacturer in other parts of Canada, 
but annually a large volume of business is done in the Prairies 
by the Banks, Trust and Loan Companies and Life and Fire In- 
surance Companies, which for the most part have their prin- 
cipal places of business in other Provinces. 

Again one has only to consider the elaborate plants and 
business organizations located in other Provinces for the handl- 
ing of the annual wheat crop produced in the Prairie Provinces. 
The principal grain exchange is located in the City of Winnipeg, 
with an exchange also in the City of Vancouver; numerous large 
terminal elevators have been erected at Vancouver, Prince Ru- 
pert, Fort William, Port Arthur, Toronto and Montreal, while 
wheat cargoes constitute a large volume of the tonnage carried 
annually over the Great Lakes. Reference has been made in 
another chapter to the revenues received by the transcontinental 
railways for the transportation of this commodity to Vancouver 
or to the head of the Lakes. 

Some indication of the importance to the commercial life of 
other Provinces of the annual production and consequent an- 
nual purchasing power of the Prairie Provinces may be found 
in the anxiety with which crop conditions on the Prairies are 
studied by business interests in other Provinces. The following 
excerpts taken at random from issues of the Financial Post of 
Toronto might be multiplied many times by reference to the col- 
umns of publications in other Provinces: 

September 28, 1935— 

“Dollar Wheat Is Big News — 

“Durable Goods Recovery. 

“Biggest business news of the week was ‘dollar wheat’. 
“What does it mean? Last week Winnipeg Free Press 

estimated the total net buying power from western grains 
on the farm at 241 million dollars, compared with 223 million 
dollars a year ago. This is actual return to farmers, after 
deduction for the poorer quality crop and allowance for 
freight rates. The estimate was based on the official mini- 
mum price as set a few wecks ago by the Grain Board. 

“But jack the price across the dollar mark and after 
allowance for proportionate gains in other grains, it is found 
that western buying power is increased roughly 66 million 
dollars, or ONE-THIRD more than the corresponding figure 
of last year. Since farm purchasing power is roughly 40 
per cent of the total Canadian economy, and since prices of 
all other agricultural products are higher by 21 per cent, 
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than last year, the meaning of dollar wheat—assuming of 

course we can sell our crop and carry over during the next 

twelve months—reaches vast proportions.” 

June 5, 1937— 

“European Tension Adverse for Stocks — 

“Harvest Results May be Favourable Influence. 

Later this year— 

“One reason for development of a stronger trend in 

Canadian stock prices in the later months of the year is that 

the results of harvesting are highly important to the Cana- 

dian economy. This year, in particular, higher grain prices 

made the crop outcome an important potential influence on 

stocks. Another favourable possibility for later in the 

year is the newsprint price for the latter half of 1938.” 

July 10, 1937— 

“Prairie Drought Hits Business in Prospect. 

“Searing heat in Saskatchewan this week lopped millions 
off prospective fall business. This loss is serious as a fair 
crop in that Province at anything like present high prices 
would have put real purchasing power into a large area of 
Canada that has been on actual relief for several years and 
badly depressed since 1930.” 

The large volume of retail purchases in the Prairie Provy- 

inces and the handling of the imports and exports to and from 

these Provinces contribute to the other Provinces in other ways 

than in the general stimulus to business. The plants required 

to take care of this business and the personnel engaged by the 

various firms and companies made a substantial contribution 

to the taxation revenues of the other Provinces. The evidence 

of Fraser Elliott, Federal Income Tax Commissioner, before the 

Royal Commission on Dominion-Provincial Relations in Ottawa, 

on January 26th, 1938, is very significant in this respect. His 

evidence in part is as follows: 

“T have shown you the money we collected, and now 
perhaps I might break it down into the places from whence 
itcomes. It comes mostly from Toronto and Montreal. These 
districts really collect money from all parts of Canada, be- 
cause the head office of many companies is in these big cities. 
Their activities, however, extend across Canada. They 
make profits in every Province. These profits come home 
as part of the head office accumulation, and are therefore 
reflected in the financial statements and in these centres 
taxed. When we say that that amount is collected from 
Montreal and Toronto, it is true as to the place where the 
hand that received the money is located; but it is not true in 
the sense that money is earned in these districts. It is 
earned all across Canada,” 
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The following extract from his evidence is also significant: 

“The Chairman: There are only two provinces where 
the tax collected is greater than the national wealth line, 
Ontario and Quebec. 

“Mr. Elliott: That is correct. 

“The Chairman: What is the significance of that? 
“Mr. Elliott: The significance is that there is a greater 

annual yield in relation to their provincial wealth than there 
is income or yield to the people of the Province of Alberta 
in relation to their national wealth.” 

The argument is frequently advanced in other parts of 
Canada that the West in its development has been largely financed 
by the Eastern Provinces. Indeed from the comments made at 
times even by leaders of public thought in Eastern Canada, the 
East is pictured as a sort of milch cow which is being regularly 
and systematically milked by the Western Provinces. Toa large 
extent this argument was answered by the evidence taken in the 
City of Winnipeg by the Royal Commission on Banking and 
Finance, where it was finally admitted by the Superintendent of 
the Western Subsection of the Canadian Bankers’ Association 
that since approximately 1920 the deposits in the banks in West- 
ern Canada were sufficient to take care of the loans made by the 
chartered banks.) Furthermore, the Dominion Mortgage and 

Investments Association claims in its brief that Alberta citizens 
have nearly as much invested in their member companies as the 
latter have invested in Alberta. Undoubtedly Manitoba and Sas- 
katchewan have also contributed large sums. In the main the 

Head Offices of these companies, as well as the Banks, are situated 

in Ontario and Quebec. 

It is admittedly true that large sums of money were invested 

by Trust, Loan, Life Insurance Companies and other financial 

concerns, having their Head Offices in Eastern Canada, in farm 

mortgages and in Government and Municipal securities in the 

Prairie Provinces. Private capital, however, does not enter into 

any given field for patriotic or other sentimental reasons but for 

the annual return of profit on the investment. High rates of 

interest available for the mortgages on farm and urban property 

and for investments in Provincial and Municipal Bonds made the 

West an attractive field for investment. Lending corporations, 

therefore, eagerly solicited loans on western real estate; machine 

companies encouraged the purchase of farm machinery on credit; 

while representatives of eastern financial concerns encouraged 

provincial and municipal interests to borrow for public purposes 

because of the attractive returns to investors available on public 

loans. The Private Debt Chapter of this Brief sets forth certain 

(1) Vol. 4, pp. 1992 et seq., also statement deposits and loans by Provinces and filed 
with Commissioner by the Bankers’ Association at Ottawa. 



AO ALBERTA PART OF ECONOMY OF CANADA 

data in respect of income received from investments in Alberta 

by certain lending institutions. It is true that losses have 

resulted in many cases, but it is confidently asserted that having 

regard to the high rates of interest prevailing in the West, the 

net return on either public or private investments in Alberta is 

greater than in other parts of Canada. 

The two central provinces profit from taxes paid by lending 

institutions, from the money distributed through expenditures of 

head office buildings and staffs, and from the concentration of 

moneys which permits the control of large sums by comparatively 

few individuals who are thus able to wield immense power in 

dictating financial policies throughout the Dominion in controlling 

investments and in trying to thwart attempts made to ease the 

burden borne by the people of Canada by reason of the present 

system of private, monopolistic control of credit. 

It has recently been asserted publicly that the central prov- 

inces are being taxed for the benefit of the West. This, obviously, 

can only be true if it can be shown that the people of the western 

provinces are receiving much more from the Dominion treasury 

in proportion to what they contribute by way of taxation and 

otherwise than do the people of the central provinces. So far as 

the Province of Alberta is concerned it invites a close examina- 

tion of the accounts of the Government of Canada in this respect. 

Alberta is confident that if the total is obtained of all the annual 

votes by the Dominion Government for harbour improvements, 

canals, waterways, buildings and other public improvements in 

the central provinces, as compared with the amounts voted for 

any public purposes in the Province of Alberta, it will be found 

that the people of Ontario and Quebec have received greater 

returns from the Federal Government for each dollar paid in 

taxes than have the people of Alberta, taking into consideration 

population and area. 

It will be seen that Manitoba, Saskatchewan and Alberta 

have in no small measure contributed to the growth and stability 

of industry generally, and also to the improvement of agricultural 

conditions in other parts of the Dominion of Canada. In ad- 

dition, they have made a substantial contribution to the export 

trade of Canada. During the comparatively brief period of its 

history, Alberta has assumed its full part in this general contri- 

bution. Alberta invites the other parts of the Confederation of 

Canada to consider the addition it has made to trade and business 

in Canada generally, in now assessing the handicaps under 

which it has endeavoured to promote its economic well-being and 

which still confront its people in their effort to develop the nat- 

ural wealth of the Province. 



ALBERTA PART OF ECONOMY OF CANADA Al 

Reference will be made elsewhere to the contribution made 

by the prairie provinces to the support and maintenance of rail- 

way transportation facilities in Canada. Reference will also be 

made to the development of mineral production in Alberta and 

the contribution such production will make when the mineral 

resources are further developed, when markets are made available 

for coal and petroleum, and the restrictions imposed by the 

present financial system are removed. 



CHAPTER IV. 

Land Settlement Policies and Resulting Problems 

The present economic and financial problems of Alberta, 

cannot be fully comprehended or understood without a knowl- 

edge of the early history of the Province, particularly with res- 

pect to the nature and method of land settlement. The rapidity 

of settlement and its scattered nature soon made heavy de- 

mands upon the limited revenues of the Province in the early 

years of its history. Governments were encouraged to embark 

upon enterprises involving large guarantees and heavy borrow- 

ings, which have since had serious repercussions on the financial 

position of the Province. Topography and climate, and settle- 

ment in unfavourable areas, have given rise to problems of 

rehabilitation which are now engaging the serious attention of 

both the Dominion and the Provincial Governments. A brief 

review of the manner in which land settlement was promoted and 

encouraged and the problems which resulted therefrom may 

serve to give the people of Canada a clearer understanding of the 

financial disabilities under which the Province now labours. 

Inspired from the beginning with a determination to bring 

the whole of British North America into Confederation, the Do- 

minion, after 1867, promptly undertook to secure control of all 

the unorganized territory lying outside the boundaries of the 

original Provinces. In 1870, with the assistance of the Imperial 

Government, a settlement was finally completed with the Hud- 

son’s Bay Company, by which that Company surrendered its 

rights in all the Northwest Territories and Rupert’s Land in 

consideration for land grants consisting of one-twentieth of the 

lands surveyed into townships extending from the International 

Boundary to the North Saskatchewan River. The next major 

accomplishment was to bring the Crown Colony of British 

Columbia into the union, and in order to meet the conditions 

imposed by that Colony, the Dominion agreed to build a line of 

railway to connect the Pacific Coast with Central Canada. 

That undertaking to the young Confederation was one of col- 

ossal proportions, involving not only the building of two thou- 
sand miles of railway across unsettled prairies, and through 
rough and mountainous country but also the colonization and 
settlement of the territory through which the railway had to 
pass. Thus two great problems came into being, firstly, railway 
construction in the West, and secondly, settlement of the prairies. 
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The Dominion eventually settled upon a policy of building 

the railway through the instrumentality of a private corpora- 

tion, the Canadian Pacific Railway, which was aided by generous 

grants of land. The original land subsidy was 25 million acres, 

with the mineral rights included. This was subsequently re- 

duced, however, by the Government retaining a substantial 

acreage to cancel an obligation of the railway company to the 

Government, on terms which were mutually agreed upon. This 

settlement had the effect of reducing the total land grant to 

approximately 18 million acres. Other benefits and privileges 

were conferred upon the company, including a perpetual exemp- 

tion from taxation of its main line properties and tax exemption 

of its land and mineral rights for twenty years after the grant 

from the Crown. These exemptions proved to be a very great 

handicap to the Provincial Government, and a much greater one 

to the Municipal Units which were subsequently established after 

the formation of the Province. 

As time went on, additional land subsidies were promised to 

the Canadian Pacific Railway for subsidiary lines and to other 
railway companies such as the Calgary and Edmonton and the 

Alberta Railway and Irrigation Company, until more than 55 

million acres of prairie lands had been so pledged. Only two- 

thirds of this acreage was eventually earned by actual construc- 

tion. Long before 1905, the policy of subsidizing railway con- 

struction by land grants had been discontinued, but the process of 

selecting the lands already earned, and the aftermath of tax 

exemption, remained for many years to vex the growing commu- 

nities of the West. It is estimated that the selection of railway 

lands in Alberta has amounted to about 13,120,000 acres. It 

should be pointed out that practically the whole burden of pro- 

viding land for these railway subsidies, not only for the rail- 

ways within Saskatchewan and Alberta, but as well for the por- 

tions of the Canadian Pacific Railway lying in Western Ontario 

and British Columbia, fell upon the three Prairie Provinces. 

As already stated, the task of settling the Prairies with per- 

manent agriculturists became closely linked up with that of rail- 

way construction. Immigration and colonization became pro- 

minent features of national policy. From 1870 onward, for the 

next twenty-five years, the Dominion actively promoted land 

settlement; Canadian agencies were established in London, 

Dublin, Belfast, Glasgow and Antwerp with travelling agents in 

other centres of population. The usual publicity methods were 

adopted. Progress however was comparatively slow. Shortly 

before 1900 the Dominion Government gave to this colonization 

policy a greatly increased importance in its national programme, 
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and this increased effort synchronizing with very favourable 

world conditions, gave to Western settlement a new and power- 

ful stimulus. In the five years from 1901 to 1905 (inclusive), 

there were granted in the territory that is now Alberta, about 

40,000 homesteads. By 1905 there were sufficient settlers be- 

tween Manitoba and the Rocky Mountains, to justify the Do- 

minion Government in organizing the two Provinces of Sas- 

katchewan and Alberta, with a population estimated at over 

200,000 each. 

Thus Alberta commenced its Provincial career on the flood 

tide of immigration and settlement activity. High rates of in- 

terest were demanded and paid, while capital in abundance 

awaited investment and provided for the construction of rail- 

ways and communication and public services. These in turn en- 

couraged more rapid immigration. For the first few years after 

1905, the progress of colonization and development was so great, 

as to be almost without parallel in modern history. Since the 

turn of the century the population within the area that is now 

Alberta has increased in approximately the same ratio as did the 

population of England between Queen Elizabeth’s day and our 

own. 

When it is remembered that this great settlement took place 

over an immense area at a time when its climatic characteristics 

were but imperfectly known, and its soils had not been investi- 

gated, the possibilities of error and maladjustment may easily 

be imagined, and experience was to prove how serious these 

errors were, both for the individual and for the Government of 

the Province. 

The rapidity and extent of settlement instituted by the 

Dominion Government resulted in heavy demands upon the 

revenues of the Province. The Central Provinces had been 

building highways for at least a generation before Alberta was 

created a Province, and before the automobile and truck were 

known. In Alberta the automobile was creating demands for 

improved roads even while in many-parts a rapidly growing 

and wide spread settlement was clamouring for these primary 

facilities. Ferries had to be provided and bridges had to be 

built. The Government, even in the first years of its history, 

spent more for these purposes annually than it received in subsi- 

dies from the Dominion Government. While meeting these de- 

mands incidental to widely scattered colonization and _ settle- 

ment, the Government was also called upon to meet the burdens 

resulting from new conceptions of governmental services. Even 

the older Provinces with their well settled and well established 
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populations, which had long since passed the colonization stage, 

found great difficulty in meeting these new demands out of or- 

dinary revenue. 

In addition to the constant pressure of the problem of pro- 

viding the revenue to meet the steadily increasing demands for 

governmental services, a number of special problems emerged 

from these early years all more or less arising from the same 

basic cause, that is a Provincial Government endeavouring to 

meet the requirements of an unrestricted flow of immigration. 

Before considering these special problems, however, it is neces- 

sary to appraise more fully the general aim and object of the 

colonization policies adopted, and the method of land settlement 

resulting from these policies. 

1. SETTLEMENT POLICIES WERE NATIONAL IN SCOPE AND AIM 

In the first place, Western settlement was part of a general 

national policy designed not only to complete the physical basis 

of Confederation by providing, as far as practicable, continuous 

settlement from coast to coast, but also to promote the industrial 

development of the older Provinces. The Imperial Order in 

Council, following the deed of surrender from the Hudson’s 

Bay Company, transferred the lands of the Northwest Terri- 

tories and Rupert’s Land tc the Dominion Government as a 

trust for the people who would settle therein. The immigration 

and colonization policies, however, were not designed solely to 

promote the interests and welfare of the people who might settle 

in this area but were designed to promote the general welfare 

for the whole of Canada. 

The accuracy of this statement is fully established by a per- 

usal of the debates in the Dominion Parliament on the Autonomy 

Bills introduced by Sir Wilfrid Laurier in 1905. It is nowa 

matter of common knowledge that, in organizing the two Prov- 

inces of Alberta and Saskatchewan, the Dominion Government 

departed from a principle which, excepting in the case of the 

Province of Manitoba, had been consistently followed when the 

privileges of self-government had been accorded the other Prov- 

inces of Canada; that is, the control of the public domain was 

not transferred to these Provinces but was held by the Dominion 

Government and an annual grant in lieu of lands was paid to the 

Provinces as compensation for the rights which had been with- 

held. It is equally a matter of common knowledge that the rea- 

son given for withholding the public lands from these Provinces 

was to insure that land settlement policies would not be adopted 

by the Provinces which would conflict with the immigration 
policies adopted by the Dominion Government, In other words 
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the Dominion Government wished to insure that the efforts 

then being made to attract immigrants to Canada would not be 

impeded or thwarted by policies which might be established by 

the Provincial Governments looking exclusively to the interests 

of the Provinces. Indeed some of the statements made prior to 

1905 and at that time reveal the aim and purpose of the immi- 

gration policies of the Dominion. 

In 1903 the Honorable Clifford Sifton used these words: “I 

want the House to understand the policy which this Government 

is following. It is endeavouring to build up a consuming and pro- 

ducing population in our vast western country for the purpose 

of giving legitimate occupation, without excessive duties, on a 

legitimate business basis, to the mechanics and artisans in East- 

ern Canada; and it is not necessary in order to give that occupa- 

tion that we should have a fiscal policy which is oppressive to 

the people who are actually furnishing the money to pay for the 

goods which are produced in Eastern Canada.” In passing it is 

interesting at least to note that the speaker recognized that high 

protective tariffs would be a burden upon the agricultural settle- 

ment of Western Canada. 

Again in 1905 the same speaker used these words: “So, Mr. 

Speaker, I am clear upon that point; and if there is anything I 

can say to the Members of this House that I think should com- 

mend itself to the judgment of both sides, I would say that noth- 

ing could be done which would more certainly imperil a success- 

ful settlement policy upon which the greatness and increase in 

the financial strength and resources of Canada depend than, 

under any circumstances, to allow the public lands of the Prairie 

Provinces to pass from the control of the Dominion Government.” 

Again in the same year the Honourable Frank Oliver, then 

Minister of the Interior, used these words: 

“This Dominion of Canada can make millions out of the 
lands of the North-west, and never sell an acre; it has made 
millions out of these lands without selling an acre. The 
increase in our customs returns, the increace in our trade 
and commerce, the increase in our manufactures is to a very 
large extent due to the increase in settlement on the free 
lands of the North-West Territories. The prosperity this 
Dominion is enjoying to-day is to a very large extent due 
to the fact that the lands of the North-West Territories have 
been given away and that people have taken them. I say 
that the interest of the Dominion is to secure the settlement 
of the lands, and whether with a price or without a price 
makes little or no difference. It is worth the while of the 
Dominion to spend hundreds of thousands of dollars in pro- 
moting immigration to that country and to spend thousands 
and thousands of dollars in surveying and administering 
these lands, and then to give them away.” 
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These facts, therefore, seem to be clear and indisputable: 

1. That the Dominion Government maintained the control 

of the public lands of the Province in 1905. 

2. That the policies adopted in promoting immigration 

looked to the interests of mechanics and artisans in Eastern 

Canada, and to the financial strength and general prosperity of 

the whole Dominion. 

3. That the Dominion Government was responsible for the 

large land subsidies to the railways, and the method of selecting 

lands granted to these railways. 

4. That the Dominion Government is equally responsible for 

the method of selection allowed the Hudson’s Bay Company as 

already defined herein. 

5. That the Dominion Government is responsible for a 

homestead policy which confined homesteading to the even num- 

bered sections. 

Speedy settlement rather than secure settlement was appar- 

ently the major purpose at that time. A recent writer tells us. 

“A vigorous propaganda was instituted in Great Britain, United 

States and selected European countries; immigration branches 

were opened, every possible means of advertisement was used, 

and a bonus was offered to agents for each immigrant secured. 

During the decade from 1898 to 1908 about seven million dollars 

was spent by the Immigration Branch of the Department of the 

Interior.” ) 

In 1911 Arthur Hawkes was appointed by the Dominion, to 

make a study of ways to increase the flow of immigrants. He 

strongly urged the expansion of propaganda to advertise the 

possibilities in the Dominion. He states, “The report is based 

on the facts that the ultimate justification for a vast and seem- 

ingly endless inflow of capital to Canada must be a producing 

population on the soil, and that natural increase cannot keep 

pace with the opportunities that are being opened up.”’) Again 

he states, “The total cost of immigration — $1,028,000 — does 

not amount to a stockbroker’s commission on the capital brought 

in by the immigrants; to say nothing of the money invested on 

account of their coming. Besides, the Dominion Treasury makes 

a profit on every immigrant from his arrival in the country.’’‘) 

Propaganda in the United Kingdom took five main lines; dis- 

tribution of special literature, delivery of lectures, newspaper 

advertising and publicity, displays of Canadian products, activi- 

ties of railway companies. 

(ly) Wl Ge Reynolds— ‘The British ees a Social and Economic Adjustment in 
Canada,’ Oxford University Pay 935 

(2) ae on Immigration, 1912, p. 
(3) Tbid., p. 32. 
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The huge grants of land to the Canadian Pacific Railway 

enlisted the pecuniary interest of a great private enterprise in a 

greater inflow of immigrants. The Canadian Pacific Railway 

Company became the greatest colonizing agency in Canada, and 

its slogan, “Ask the C.P.R. about Canada’, was no idle one. By 

1923, over 100,000 farms in Western Canada had been settled 

directly through the efforts of this company according: to Sir 

Edward Beatty.“) These facts are reported not by way of 

blame, but merely to indicate that national problems have arisen 

due to a national policy and all our Governments must unite in 

implementing a solution. 

It is not intended to suggest that the colonization policy of 

the Dominion Government, was formulated with an entire dis- 

regard of the interests of Western Canada. It is suggested that 

it was designed for the benefit of Canada generally, to increase 

Canada’s export trade by bringing the western plains into pro- 

duction, and to extend a market for the industries of Eastern 

Canada, and that the disabilities to the Provincial Government 

resulting from a policy of speedy settlement, were not fully ap- 

preciated. From the standpoint of the nation, it has been argued 

that the policy, of which western settlement was a necessary 

part, has fully justified itself. If, however, experience has 

shown that this method of settlement has left a train of difficul- 

ties and embarrassments for those who became responsible for 

Provincial and Municipal Government, and if inequalities impli- 
cit in the situation of the West have become manifest. it does 
seem reasonable to expect that the resulting burdens should be 
borne mainly by the Dominion Government. 

2. THE WIDE DISPERSION OF SETTLEMENT 

With great rapidity settlement spread over the Province of 
Alberta, from its southern corners north to the Peace River dis- 
trict, and this Province-wide dispersion of settlement has created 
insurmountable difficulties for individual settlers, for remote 
communities, and for government alike. Some of this undue dis- 
persion may be attributed to the settler, to whom far pastures 
looked green, and who hoped that the railway would soon catch 
up with him, no matter how far out he went, and that he would 
gain in time by increasing values. Speculation, venturesome- 
ness, and imprudence doubtless played their part, but the more 
potent cause is to be found in the general policy of land settle- 
ment already discussed, and of this policy the opening of lands 
for homestead entry was a decisive factor. The land reserved 

(1) J. T. Culliton—‘Assisted Emigration and La ” 1998 i Ss versity, p. 70. 8 a nd Settlement,’ 1928, McGill Uni 



LAND SETTLEMENT POLICIES 49 

from settlement in every township of 36 sections bulked large. 

Sections 11 and 29 were reserved for schools; the Hudson’s Bay 

Company was given sections 8 and 26 in every fifth township 

and section 8 and the south half and north-west quarter of 26 in 

all other townships, extending from the International Boundary 

to the North Saskatchewan River. The Canadian Pacific Rail- 

way Company was entitled to select odd-numbered sections 

anywhere in the Province up to the limit of its allotment. The 

Calgary and Edmonton Railway and the Alberta Railway and Ir- 

rigation Company were entitled to select odd-numbered sections 

within 20 miles of either side of their lines.“ Thus these allot- 

ments forced homestead and other settlement largely into the 

remaining sections and all together contributed to the scattered 

character of the settlement. The holding of large areas by land 

companies which naturally sought to settle their own lands, and 

the extravagant hopes for early railway facilities, even for very 

remote settlements, all contributed to a seriously wasteful dis- 

persion, with the resulting difficulty of supplying such neces- 

sary services as roads and schools. With the passage of years 

increased railway and highway facilities have lessened the dif- 

ficulty but in many areas children still travel long distances to 

school daily, and there is a constant withdrawal from farms of 

families that can no longer tolerate the isolation from medical aid, 

or from educational facilities. As an extreme illustration of 

remote settlement. as late as 1914. it is on record that the first 

carload of wheat to be shipped out of the Peace River country 

was grown at Vanrena and hauled by team more than 100 miles 

over the old trail to the railway at Reno.() 

When the Province assumed control of its land in 1930. it 

imposed restrictions on its homestead entries, with respect to 

distance from a railway and as to the character of the land set- 

tled. but before the Province was in a position to exercise anv 

control, the peak of settlement had passed. Serious as the con- 

sequences of dispersed settlement have been for the ordinary ad- 

ministration of the Province. they were to prove yet more ser- 

ious. as remote districts and isolated settlers came to share or to 

desire to share, in the wider range of social services which gov- 

ernments to-day are under obligation to contemplate. 

The scattered character of population places heavy burdens 

upon the people and the Government. The great distances to 

adequate shopping centres, schools, churches and places of enter- 

tainment is a handicap to a successful and contented farming 

(1) Both these lines were subsequently taken over bv the CPR. 
(2) Canadian Frontiers of Settlement, Vol. VI, p. 40. by C. A. Dawson, 



LAND SETTLEMENT POLICIES 

population. Alberta has about 20 per cent more miles of tele- 

phone wire per station than is the case in Ontario, as indicated in 

Table I.@) The number of miles of highway per 1,000 popula- 

tion in the several Provinces is also indicated. 

TABLE I 

Ratio of Ratio Wee 
Miles of ; f Occupied | Occupie 
Highway sateen Tee Acres Acres 
per 1,000 |relephone To Total | To Rural 

Population Population | Population 
(Acres) (Acres) 

Prince Edward Island ...... 41 1.47 13:53 17.61 
Nova Scotia we. ee 29 2.38 8.39 15.30 
New Brunswick ...........-.. 28 2d! 10.17 14.87 
Quepec ee Aer eee 12 4.69 6.02 16.31 
Ontarioge- as ee 20 431 6.66 17.10 
WE WeWoy oF. 8 oes Goo saucBiceee 49 5.18 21.61 39.39 
Saskatche will meee 169 eae? 60.40 88.25 
Alberta amet eee ee 123 5.15 53.28 86.02 
BritisheColumpiae eo 32 3.39 5.10 11.82 
CANADA see Ser 42 4.30 

Alberta has to maintain 500 per cent more miles of high- 

ways per 1,000 people than Ontario, and 200 per cent more than 

the people of Canada generally. The travelling health clinic, to 

be discussed later, maintained by Alberta since 1921 at consider- 

able cost, is a direct outgrowth of the sparse settlement. Settle- 

ments long distances from the nearest doctors compelled the 

Province to bring health services within reach. This tabulation 

also shows that the number of occupied acres per person in the 

West is much higher than in the central Provinces. 

Whether the Province, had it been in control of the land, 

would have followed a policy which would have proven less bur- 
densome in the long run cannot be dogmatically asserted. How- 
ever, the Province close to the facts, conscious of the problem of 
providing schools, roads and other governmental facilities pos- 
sibly would have been quicker to sense the potential dangers of 
a too rapid and scattered settlement. Indeed in the late 1920’s 
the Premier of Alberta, fully conscious of the implications of the 
settlement policy, urged greater selectivity and a reduction in 
numbers. Had the Province been in control of the natural re- 
sources, a sounder settlement policy would probably have been 
evolved. This difference of interest is well expressed by Honour- 
able Frank Oliver, Minister of the Interior: “One honourable 
gentleman said that the lands could be better administered by 

(1) eres Book, 1936, gives Alberta road mileage as 60,000, whereas it should 
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the Province than by the Dominion because the people of the 

Province were closer on the ground and the interests of the Prov- 

ince, he said, were just the same as the interests of the Domin- 

ion. I beg to differ; their interests are not the same. The inter- 

est of a Province in the land is in the revenue it can derive from 

the sale of the lands; the interest of the Dominion in the lands is 

in the revenue that it can derive from the settler who makes that 

land productive . . . But the Province is not in that position. 

The Province derives no revenue from the customs duties or from 

the wealth which the settler creates. Every settler who goes on 

land in the North-west Territories is a bill of expense to the Pro- 

vincial Government. That settler requires a road made, he 

requires a school supported, he requires the advantages of muni- 

cipal organization, and these have to be provided for him out of 

the funds of the Provincial Government, so that as a matter of 

fact the tendency of the Provincial Government is to get such 

money as it can out of the land and to prevent settlement from 

spreading any further than can be helped. On the other hand, 

the interest of the Dominion is to get the settlers on the land, to 

scatter them far and wide so long as they are good settlers and 

they get good land.” 

These are the words, be it remembered, of the then Minister 

of the Interior, whose Department of Government was respon- 

sible for carrying into effect the immigration and colonization 

policy of his Government. They can be presumed, therefore, to 

voice the general viewpoint not only of his Department but also 

of the Government of the day. It is doubtful if any other words 

can more clearly indicate the contrast in the effect of the free 

homestead policy. To the Dominion Government and to Canada 

generally it was a great boon financially and commercially; to 

the Province it was a burden of expense that made a constant 

drain on the financial resources of the new community. 

3. SETTLEMENT OF MARGINAL AND SUB-MARGINAL LANDS 

That, in the settlement of Alberta, large tracts of land were 

opened for settlement which experience has shown to be un- 

suited for permanent agricultural use is too well known to call for 

elaborate statement. The most serious instance is found in what 

has come to be known as the Palliser Triangle which includes a 

semi-arid and arid area in the south-eastern portion of the 

Province and extends throughout a large part of southern Sas- 

katchewan. In the portion of this area lying in Alberta successive 

periods of drought years led the Government of Alberta to under- 
take plans of rehabilitation and resettlement, while the disastrous 

conditions prevailing throughout the entire area in Alberta and 

(1) Hansard, 1905, Vol. I, 3157, 

230264 
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Saskatchewan finally convinced the Dominion Government that 

extensive plans of rehabilitation should be undertaken and these 

are now being carried forward under the terms of The Prairie 

Farm Rehabilitation Act. After making every allowance for the 

greater knowledge and wisdom which experience has brought, 

nevertheless, from a study of the Sessional Papers of the Depart- 

ment of the Interior and of the reports of surveyors and explorers, 

it would seem that ample warning had been given of the unsuit- 

ability of this area to any other form of agricultural production 

than that of ranching. Without appearing to be unduly critical, 

therefore, one may now suggest that if less attention had been 

given to speed of settlement and more attention to the ultimate 

success of the settler on the land, large parts of this area would 

not have been thrown open under a homestead policy. 

Viewed from the standpoint of the settler only, it may even 

be said that it was a mistake to locate the first transcontinental 

railway across this semi-arid belt rather than through the north- 

ern fertile belt as first proposed in Sanford Fleming’s Survey. 

However, national considerations prevailed and the southern 

route was chosen in order to check the tendency of railway com- 

panies in the United States to project branch lines across the 

International Border to tap Canadian territory.“) The effect of 

this decision in subsequently forcing all freight traffic to and 

from this Province over the long route to Eastern Canada will 

be dealt with elsewhere. 

That the Canadian Pacific Railway Company was aware of 

the doubtful value of lands in the southern part of Alberta and 

Saskatchewan, is evidenced by the fact that it selected its allot- 

ment largely from the more northerly parts of Alberta and 

Saskatchewan. Very little land was chosen by this company 

from the territory from Moose Jaw westward to the Rocky 

Mountains, at least until it was persuaded that irrigation would 

be successful, when certain lands were selected by the company 

and were granted in a block. For the most part, the company 
made its selections in the area between Edmonton and Battleford. 
Any information possessed by this company as to the nature of 
the lands in the southerly part of these Provinces was equally 
available to Departmental officials, and the very fact that this 
company avoided this area in making selections should at least 
have aroused the suspicion of Departmental officials. 

Previous to 1906 there had been little invasion of the area 
known as the Palliser Triangle by the grain farmer, but after 
that year and particularly after 1911 there was a continuous 

(1) Cartoons depicting the onrush of mammoth locomotives into Canadian territory from the Great Northern Rail i 
appeared in Canadian newaranonn, manning Saroogh Aorta Bepcaseng a 
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increase in settlement within that area. It may be well, there- 
fore, to review briefly some of the evidence available at that 

time of the geology and climatology of the short grass plains. 

During the years 1857 to 1860, Captain John Palliser, 
accompanied by Dr. Hector and others, was commissioned by 
the British government to explore “that portion of British North 
America which lies between the northern branch of the River 
Saskatchewan and the frontier of the United States, and between 
the Red River and the Rocky Mountains, and to record the 

physical features, nature of its soil, its capability for agriculture, 
the quantity and quality of its timber and any indication of coal 

and other minerals.”’ In his subsequent reports Palliser divided 

the country between the Laurentian Shield and the Rocky 

Mountains into two parts, the “fertile belt” and the “semi-arid 

desert”. The fertile belt was the wooded and park area, while 

the more or less arid desert was the treeless prairie or ‘true 

prairie” as he called it. Following this survey he sketched his 

now famous triangle. While this triangle probably took in more 

territory on the west than was justified, in the main it cor- 

responds to the dry area as we know it today. In his daily 

journal he often mentioned that sloughs and creeks were dry, 

that he had difficulty in getting water for his horses and that 

pasture was scarce in many parts. He expressed his opinion 

that the northern fertile belt was well suited to agriculture and 

would maintain a farm population, but that the area within the 

triangle was unsuited to agricultural settlement. He shrewdly 

recognized the factors that would condition the development of 

agriculture in Western Canada, and suggested the types of farm- 

ing which we now know will be essential to the development of 

a permanent agriculture in that area. 

Hind in 1860 reported, “No tree or shrub or even willow 

could be seen in any direction from our camp (near Moose Jaw 

Forks) ... the country was an undulating, treeless plain, with a 

light and sometimes drifting soil, occasionally blown into dunes, 

and not in its present condition fitted for the habitation of 

civilized man.” Professor John Macoun in 1879 made a more 

favourable report, but even he writes that “There were at least 

400 miles from Moose Jaw where there were no trees and scarcely 

a shrub.” He also reports that he found dried and withered 

grass and dried creeks on each line of travel. In 1894 he reports 

that the country was drying up, lakes were disappearing and 

many settlers were leaving the land. Another important testi- 

mony of the limited productive capacity of the southern portion 

of the prairies is found in the report of Commissioner French of 

the North-west Mounted Police in 1874. He led the main force 

of the newly formed police across the plains to Macleod that 
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summer. His diary reads like fiction; horses and oxen literally 

starved to death for lack of feed in addition to the scarcity of 

good water. For nearly half a century after the explorations by 

Palliser, observers and surveyors made reports from observa- 

tions and experience which confirmed the observations of Palliser. 

Reference may briefly be made to the reports of A. P. Patrick, 

D.T.S., in 1879; Montague Aldous, D.T.S., in 1881; William 

Ogilvie, in 1881, and W. T. Thompson and C. A. Magrath in 

1882. Many others could be mentioned. 

In addition to this store of information it may be mentioned 

that meteorological stations had been established at Medicine Hat 

in 1883, in Calgary in 1885, and in Macleod in 1896. The average 

annual rainfall at these points to December 31st, 1901, was shown 

to be 8.061, 8.271 and 7.735 inches respectively. This annual 

amount of precipitation is of course too little to permit of suc- 

cessful agriculture. 

Even more interesting information is obtained from a per- 

usal of the reports of the immigration agents, particularly the 

agency established at Medicine Hat as early as 1886, and more 

particularly the reports with reference to the experience of 

German settlements that had been established at Seven Persons, 

Rosenthal and Josephsburg. The experience of these settlers 

should have been sufficient to at least arouse the gravest doubt as 

to the suitability of this southern area for wheat and grain 

farming. 

It is interesting to note also that as early as 1894, following 

a succession of reports by William Pearce and J. S. Dennis, the 

Department of the Interior was interesting itself in the desir- 

ability of irrigation in parts of this southern area. It is, of 

course, obvious that irrigation is not necessary in any area 

naturally adapted to successful grain farming. In 1894, J. S. 

Dennis of the Surveys Branch of the Department of the Interior 

was dispatched to the United States to study irrigation at first 

hand. Probably as a result of his report, the first Irrigation Act 

was passed by the Dominion Government in that year. The 

following extract in the report of the Department of the Interior 

for 1896 is of interest as it indicates that the Department at that 

time was aware of the general nature of this southern area. The 

report reads, in part, as follows: “The settlers, therefore, fondly 

hoped that the dry seasons were exceptional and confidently 

looked for a return of the conditions which had prevailed in 

1894. But the ever recurring dry years have at last convinced the 

most skeptical that they live in an arid region and that to irriga- 
tion alone they must look for the means of making a livelihood.” 

The tragic story of the dry area is the most striking illustra- 

tion of ill-formed and misguided settlement throughout the 
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West, directed by the Government of Canada, and the er- 
rors made have all had to be liquidated, dearly and painfully. 
One does not readily forget that in June, 1931, Professor W. A. 
Mackintosh, in one afternoon, met twenty-eight settlers’ “out- 
fits’ moving north from the dry area of western Saskatchewan. 
All told the same story: “We know we will not make money up 
here, but we can build a home, we can get enough to eat and wear 
and, at least, it rains.”” They had never heard of Palliser, Pro- 
fessor Mackintosh adds, but they shared his opinions. 

The large area of settled land that is marginal, but not 
definitely arid, creates a difficult situation of its own. Under 
favourable conditions it has produced heavy crops, and still can 
do so, but the intervening years of failure, especially when 
depressed conditions prevail, make the life of the settler one of 

constant strain and anxiety. Even with such knowledge and 

experience as has been gained, it is not yet clear how the areas, 

dependent on variable rainfall, are best to be used, in the interest 

of the present and of the future. Beyond any doubt, these 

will be preserved ultimately for, and maintained in, highly 

profitable use. All that it is now desired to point out is that 

settlement, as originally promoted, has bequeathed to a whole 

generation of settlers, and to their Provincial Government a 

problem of serious magnitude. In 1905, when the Province was 

formed, the consequences of settlement as promoted by the 

Dominion had not had time to appear. Now, it seems reasonable 

to ask that the nation should review the local effects of the policy 

of expansion, of which western settlement under Dominion direc- 

tion was a necessary part. 

4. THE PROBLEM OF RE-SETTLEMENT 

Except in the case of limited areas, within which for certain 

periods the homesteader could acquire a second quarter section 

by pre-emption, the homestead unit was set at 160 acres, irres- 

pective of climatic conditions, the nature of the soil, its location, 

or other considerations. The picture in view was the farmer with 

his team and a walking plow. Methods, machinery, and markets 

have completely altered the picture. There is still argument as 

to the economic size of the farm unit, which naturally varies 

according to the place and circumstances, but over large areas 

it seems to lie between 320 and 400 acres, with a wide upward 

range where highly organized mechanical methods are employed. 

The readjustment of land holdings to meet the needs and ex- 

perience of a newer age has necessarily involved a steady change 

towards larger farms with a corresponding change in rural popu- 

lation. 
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In Census District Number 1 in the south-east corner of the 

Province in 1936, out of 6,651 farms, 4,985 embraced 300 acres 

or more. In Census District Number 2 in the south-west corner 

of the Province just since 1921 the number of farms of 300 

acres or larger has increased by 121 per cent, while the total 

number of farms increased only 67 per cent. In District Number 

11, of which Edmonton is the centre, the number of farms of 

300 or more acres has increased 190 per cent since 1921, while 

the total number of farms has increased only 12 per cent. Were 

we to examine the trend before 1921 (Census district data are 

not available) we would find even a more pronounced shift from 

small to large scale farming which has entailed a terrific re- 

construction of the economic and social life of the people.) Many 

factors have entered into the readjustment, in so far as that has 

been made, and it may be hoped that for large areas the most 

difficult period of readjustment has been passed. It is not sug- 

gested that any community is ever immune from the recurring 

need for readjustments, but that for the West, because of the 

original conditions of settlement over which Alberta had no 

control, readjustment on a very large scale has been called 

for. 

(1) Part of this disruption is to be explained by the invention of new types of agri- 

cultural machinery, but the bulk of it is traceable to a misconception of the type 

of agriculture adapted to the West. 



CHAPTER V. 

Special Problems Arising From Land 

Settlement Policies 

In the previous chapter attention was directed to the in- 

creased burden which the Province had to assume by reason of 

policies of colonization and land settlement pursued by the Do- 

minion Government until the Dominion transferred to the 

Province its unalienated natural resources in 1930. Attention 

was directed not only to the speed of colonization and the wide 

dispersion of settlement but also to the tragic error of allowing 

settlers to enter for homesteads in the drought area in the south- 

eastern portion of the Province. In addition to the general in- 

crease in the cost of government resulting from such policies, a 

number of special problems emerged which have severely affected 

the financial position of the Province. Each of these problems 

had its origin in the same set of causes already referred to, name- 

ly, the rapidity and the wide dispersion of settlement and more 

particularly the settlement of sub-marginal land. 

1. THE PROBLEM OF REHABILITATION OF THE DROUGHT AREA 

It was pointed out in the previous chapter that there was 

very little settlement in the so-called Palliser Triangle prior to 

1906, but from that year until 1911 lands in that area were quickly 

taken up. This was no doubt partly due to the establishment of 

the main line of the Canadian Pacific Railway through that 

portion of the Province. Prior to 1906, because of the nature 

and quality of the grass, the settlement had been of the type for 

which it was more naturally adapted, namely, that of ranching. 

It is to-day a by-word in western Canada that the “short grass” 

country of southern Alberta was destroyed by homesteading. 

The rapid settlement by the wheat farmer and the consequent 

breaking up of the natural turf for wheat farming purposes, very 

soon gave rise to a problem which has continued with increasing 

intensity ever since. 

Until the year 1914 wheat farming was reasonably success- 

ful, due partly to the normal precipitation occurring at a time of 

the year when it was most needed and in some measure to the 

fact that the settlers were possessed of a reasonable amount of 

capital. The drought of 1914, however, was so disastrous and 

widespread that the Dominion Government was obliged to 
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furnish not only requisite food but seed grain and fodder to 

enable the settlers to put in a crop in 1915. Heavier precipitation 

in the years 1915 and 1916 revived the dying hopes of the 

settlers but in 1917 drought conditions were again so serious that 

demands were made upon the Provincial Government for agri- 

cultural relief. These demands were first limited to seed grain 

but afterwards broadened to include fodder and other forms of 

agricultural assistance. From 1918 to 1922 (inclusive), agricul- 

tural relief was granted in every year to the majority of the 

municipal districts and the improvement districts in this area. 

Some of these units did not make application until 1919 and 

very few refrained from application until 1920. 

In 1920 and the following four years the general situation 

was aggravated by depressed economic conditions and the 

resulting decline in the prices of farm products. Settlers began 

to move out of the territory in substantial numbers. The Prov- 

incial Government realized that some policy of rehabilitation was 

necessary and concluded that the first essential was to give the 

settlers some measure of protection against their creditors. 

Accordingly The Drought Area Relief Act was passed in 1922. 

This Act applied only to the southern portion of the Province 

and it embodied many of the features now found in the provin- 

cial debt legislation of both Saskatchewan and Alberta, and may 

be considered to be the forerunner of the debt adjustment legis- 

lation which has since prevailed in western Canada. In 1923, 

The Drought Area Relief Act was repealed but re-introduced in 

much the same form under the name of The Debt Adjustment 

Act although it was still made applicable only to the southern 

portion of the Province. 

Following 1922, a series of years with greater precipitation 

alleviated the distress, and with the protection afforded the 

settlers by The Debt Adjustment Act, no further demands were 

made upon the Provincial Government until after 1930 when a 

further succession of dry years appeared. From 1931 to 1937 

the Province has been obliged to furnish seed grain and relief to 

a greater or less extent each year to the majority of the municipal 

districts and improvement districts in the area. 

In 1927, realizing that more drastic action was required to 
meet the problem, which had then assumed very serious propor- 
tions, the Government formulated plans to relieve the settlers 
of the heavy load of relief and arrears of taxes which had 
accumulated during the dry years. A Board was created under: 
The Tax Consolidation Act of that year to hear applications for 
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the cancellation or adjustment of arrears of taxes and relief. 

Each application was dealt with on its merits and such adjust- 

ment made as appeared fair and reasonable. The Dominion 

agreed to become a party to the arrangement for the purpose 

of adjusting those seed grain advances made by the Dominion 

in the early years of settlement. Table I, showing the amount 

written off by the Province, gives some indication of the problem 

which had arisen. 

TABLE I 

LOSSES ON AGRICULTURAL LOANS AND TAXES, 1927 - 1937 

Seed Other 
Grain Advances Taxes Totals 

Charge-offs ........... $2,251,350 | $1,347,787 | $9,657,529 | $13,256,666 
Uncollectables ..... 3,641,863 DE STAR Gm lime eee 6,513,428 

Gagan! “UNOWENL THOME TRON TTTANCE) ..«.9pcosconeore ord oeehosetnacustuesesocueen setae $19,770,093(1) 

(1) Data secured from the Department of Municipal Affairs, Alberta, 1937. 

The cancellation of seed grain arrears only includes the 

period to 1922. These figures show that advances for seed to 

the amount of over $2,250,000 had to be written off, while a 

further sum of approximately $3,600,000 is now classified as 

uncollectable and must still be written off. Other advances to 

distressed farmers, apart from direct relief, which will probably 

never be collected, amount to approximately $4,200,000, while 

arrears of taxes have been written off to the extent of approxi- 

mately $10,000,000. In other words, the amount already written 

off and the amount classified as uncollectable amounts to 

approximately $20,000,000. In calculating these figures no 

account has been taken of uncollected school taxes and in fact, 

the figure for taxes is in other respects an understatement. This 

is due in part to the fact that departmental records were 

destroyed by flood and complete data are not available. A 

considerable further loss is inevitable because approximately ten 

thousand parcels of land were in process of tax sale in 1937. 

These lands have largely been abandoned and will be taken over 

by the Special Municipal Areas Board, at which time all taxes 

will be cancelled. A very conservative estimate places the aver- 

age amount of taxes per quarter section of land which must be 

written off at $200. This loss, together with the loss which will 

result from the writing off of school taxes on these ten thousand 

parcels of land, will increase the figures given in Table I by at 

least another $4,000,000. 
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Occasionally reference is made to the three-party agreement 

recently completed between the Dominion Government, the Gov- 

ernment of Saskatchewan and the various investing companies 

in that Province, whereby the investing companies reduced the 

rate of interest on mortgage debts and wrote off a certain portion 

of the arrears of interest; the Province wrote off a large part of 

arrears of taxes and relief indebtedness while the Dominion 

wrote off the advances to the Province to provide seed grain and 

fodder. The suggestion has been made that the Province of 

Alberta should enter into a similar arrangement. The Govern- 

ment has declined to do so, however, first, because it considers 

that in view of the drastic decline in land values in the dry area, 

a much larger reduction in farm debt must be made to give any 

adequate relief; and secondly, as shown above, over a period of 

years this Province has already done everything that the Prov- 

ince of Saskatchewan has done under the agreement referred 

to. An analysis of the adjustments and reductions made in the 

two provinces will show also that on the basis of the comparative 

areas involved, the write-off in this Province has been as large 

or larger than in the Province of Saskatchewan. It would seem, 

therefore, that in view of the agreement made between the 

Dominion and the Province of Saskatchewan, the Government 

of Alberta has every reason to expect that the Dominon will 

accord it the same terms as were accorded the Province of 

Saskatchewan and will write off loans made to the Province of 
Alberta to provide seed, feed and other agricultural relief. 

As a further step towards the rehabilitation of the dry area, 
the Government of Alberta in 1927, evolved the principle of The 
Tilley East Area Act. A special area known as the Tilley East 
Area was defined and placed under the direction of an adminis- 
trative Board. Any remaining municipal districts were dis- 
organized and a process of consolidation of units undertaken for 
the purpose of reducing administrative costs. Settlers who 
wished to leave the area were assisted in moving to lands in 
other parts of the Province while the Provincial Government 
undertook rearrangement and consolidation of holdings so as 
to make them more adaptable to ranching. The success follow- 
ing this effort seemed to warrant the extension of the scheme, 
and in 1932, a further area was defined, known as the Berry 
Creek Area, and similar work was undertaken in that area. 
Since then the area has been extended northward to include 
the Sounding Creek, Sullivan Lake and Neutral Hills districts 
and this entire area of approximately eight million acres is 
administered under The Special Municipal Areas Act. Recently, 
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the Dominion Government has become convinced of the necessity 
of far-reaching policies of rehabilitation in the dry area of western 
Canada and is undertaking this task under the terms of The 
Prairie Farm Rehabilitation Act. The Government of Alberta 
believes that the experience gained by it in the administration of 
the Tilley East Area and the Berry Creek Area will be of great 
assistance in the administration of The Prairie Farm Rehabilita- 
tion Act. 

In the preceding chapter it was shown that the responsibility 
for opening this part of the Province for homestead entry rested 
entirely with the Dominion Government, and there is ample 
evidence that the Departmental officials were aware of the 
general characteristics of the area. In view of the fact that the 
Dominion Government is now assuming the entire responsibility 
for the rehabilitation of the great drought area in southern Sas- 
katchewan and Alberta, the Government of Alberta feels it is 
entitled to ask that the efforts which it has made to ameliorate 
conditions in that portion of the dry area within this Province, 
Should be taken into consideration in any readjustment of the 
financial relationship between the Dominion and the Province. 

2. THE PROBLEM OF IRRIGATION 

This now leads to the problem of irrigation in relation to the 
whole question of rehabilitation of the drought area in Alberta. 
In relation to land settlement policies there is a partial solution 
peculiarly applicable to the arid areas in southern Alberta, and 
that partial solution consists of the conservation of the abundant 
supply of water in the rivers flowing through the Province and 
tHe application of that water to the use of agriculture. The 
value of irrigation in the rehabilitation of the distressed areas in 
question and in the rehabilitation of the individuals who can be 
moved from those areas which cannot be irrigated into areas 
which can be irrigated, is of the utmost importance. This is a 
question of national concern. It constitutes a national problem 
which can only be dealt with on a national basis. 

PROVINCIAL GUARANTEES 

The Province has suffered a very serious financial loss under 

its guarantees of the bonds of the Lethbridge Northern Irrigation 

District and of certain smaller districts. Whether or not the 

government of the day reasonably could have avoided entering 

into these guarantees, it is now difficult to say. Delay might 
have resulted in the Dominion Government being forced by public 
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opinion to make a contribution at least. But as will be shown 

later an intense public demand had been developed, encouraged 

not a little by reports and observations emanating from the 

Department of Irrigation of the Dominion Government as well 

as by the apparent success attending irrigation projects already 

established under The Irrigation Act of 1894. Apart from the 

financial loss to the Province, the operation of the Lethbridge 

Northern Irrigation District in the main has been satisfactory 

and it seems inevitable that irrigation to a greater or less extent 

must be resorted to as part of the huge scheme of rehabilitation 

now being undertaken in the dry area by the Government of 

Canada. The Government of Alberta submits that in the light 

of the history of these projects as well as in the history of land 

settlement in southern Alberta and the economic benefits of 

irrigation projects to the Dominion of Canada as a whole, it 

should not be obliged to carry, unassisted, the entire burden of 

loss under these guarantees. 

For many years irrigation has been practised in the Province 

of Alberta and already a very substantial acreage has been 

brought under water, but there is still an immense undeveloped 

field. To develop this potential field is the imperative duty of 

the Dominion Government which permitted the settlement of 

the areas in question. Table II indicates the projects so far 

established in the Province together with the total irrigable 

acreage and the approximate date when each project was 

established. The first four projects listed were assisted by 

guarantees of the Provincial Government. The remaining pro- 

jects were built by private enterprise. In addition there are 

approximately 360 small private projects comprising about 56,000 

acres. 

TABLE II. 
Total 

d Year Irrigable 
Project Undertaken Acreage 

Lethbridge Northern Irrigation District .......0....0..... 1919 93,000 
Unitedtirrigation: District (ees eee recreate 1919 34,166 
New Westalrrigation  DIStrict, men semenee eee ees July 1922 4,563 
little Bows lrripationsD istrict: n accmeee aerate March 1922 3,093 
Canadian Pacific Railway, Western Sec. ................... 1903 218,980 
Canadian Pacific Railway, Eastern Sec. ...................... 1903 250,000 
Canada Land & Irrigation Company ................. B: 1908 130,000 
AY Reo 8& 1, (COMP any cienccsceeeeeeres eee eee (about) 1899 100,000 
Raymond Irripaniony Dis pricth cece eens March 1925 15,130 
Magrath Irrigation Districta..: tases eee June 1924 6,975 
Mountain View Irripation Districts. 1923 3,500 
Taber Irrigation Districie. .:.a0ss eee August 1917 21,499 

saoussecugo seedy isahanslaes Gielen aliee MIR ema tenn gaat ace ee 880,906 
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It can be conservatively stated that there is in southern and 
east central Alberta an area of approximately 2,300,000 acres, 
in addition to the above acreage, which can be placed under 
water. This area may be defined as follows: 

1. Possible extensions where ditches were once constructed 
but have not yet been operated— 

BSP ECMO EI Met hOM GS ISEEICE. — occoras. v2cesPsaarescievsecctorececcsdesessseesicc 100,000 acres 
Canadatland & Irrigation Company cacsicsledseniesiscecaccescseccs 150,000 acres 

250,000 acres 

2. Projects surveyed but not constructed— 

MeVHOIIGIS SOUTH GASTEEA  ..,..cacesascecedsndsnelseosesveccdeseleccosscctiezsoscs 415,000 acres 
ere ay CAVES SIS ey (ok ee ea 50,000 acres 
BE ee ee ee redeem ciety Se LLG car rhe. dencecstohoaniee ch oe oeecos 50,000 acres 
Peg TOON er ecm Ree chee nem Senn Le a Pret 115,000 acres 
St ue COLeC ism we weee ie ere nee eth i we aE So 25,000 acres 
North Saskatchewan (William Pearce) Project oo... 1,400,000 acres 

NOH EU: aah cae aBaNAa are dl ley oes i fe 2,055,000 acres 

It will, therefore, be apparent according to information 

available at the present time that it would be possible with an 

adequate supply of water to have under irrigation approximately 

3,200,000 acres of land. It is believed that if this were accomp- 

lished and adequate markets provided for the produce from these 

lands, the problem of the dry area in so far as Alberta is con- 
cerned would be solved. 

As at March 31st, 1937, the total net outlay of the Govern- 

ment under its guarantee of the bonds of the Lethbridge North- 

ern Irrigation District amounted to $6,410,821.88. 

In addition the Province is still liable under its guarantee for 

the payment of the outstanding bonds of the four districts, as of 

March 31st, 1957, in the sum of approximately five million dollars 
made up as follows: 

etibriige Norther Errigation District ciscec.cceveisseoxsseeeccdeavnsslecce, $5,400,000.00 
eC pr rim aOne WISIIChe sai ie tes.) i teleacinc tees! cae eink 550,000.00 
INGWAWICS lelGGiS att One DIShiicth mene ie eee actin a enae ne. 209,500.00 
Pete Op DO Lrrie at rome lL tri hs bai ype 205, iaihscew. A dtdeusMuisetietadcaccads 26,000.00 

HES Grek ame eA aoe Oe Mitig. to ohne ta ALUN) cluhiucth Ciena ks $6,185,500.00 

Less Sinking Funds, Cash and Investments o.......sciccceeescseoeeeees WOMB PA ASB 

TB AE Ta Cesta eral ete ANE 5 gales sha can cease tec emoambns cach wets « $4,911,772.07 

To make the picture complete there should be added to the 

above the outlay of the Province with respect to the three smaller 

districts as of the same date as follows: 
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United Irrigation District <.:.<.cc.ccsscsnsmalecneeepern seater ert $252,984.91 

Little Bow Irrigation District ........:s.sssssrrssverersensersrssesersesennenenensnts 
19,888.06 

New West Irrigation District ..........sssc-ersvsrserarsessnersessnensenscorsenensnen® 
200,386.37 

TOEAL cccccccoccstecosnsescsevasacnsatenesencotannnsuseseatuannsnst
ancesensnrr rons saints $473,259.34 

The total amount which the Province has therefore expended 

and for which it remains liable under its guarantees, including 

future interest, is $16,921,728.29 made up as follows: 

Total net outlay Lethbridge Northern ........::ccesseseseeeeteeetes $ 6,410,821.98 

Total outlay other three Districts ......sssssesesesessssssssseereesseserenes 473,259.34 

Remaining Liability under Guarantee .....esersecsesssrrenetenereressesets 4,911,772.07 

Future Interest ........cccseccccsersccsececcscseatnecsseetennsaceserenvsasensanaunerasenneuneosens
 5,125,875.00 

Woy =} Onn CHP EMRE Coo ornare pao Pon Tere, $16,921,728.39 

Future interest for the purpose of this statement is calcu- 

lated at full rates. If computed on the basis of half rates now 

being paid by the Province, the above mentioned sum of $5,125,- 

875 would become $2,562,955. 
: 

It is expected that the United District will be able to meet 

all future debenture payments of principal and interest and that 

the loss to the Government will not exceed the outlay to date, 

namely, $252,984.91. With the exception of a possible salvage 

of approximately $50,000 the Province expects to lose its entire 

investment in the New West District which, with future interest, 

will total about $710,211.37. The Province expects to collect in 

due course, in the Lethbridge Northern District about $2,000,000 

out of the sale value of the lands and water rights. 

The guarantee of the bonds of the Lethbridge Northern Irri- 

gation District was given in 1920. Although certain irrigation 

projects had previously been established in the Province, the 

weaknesses and difficulties usually accompanying the actual 

administration of such projects had not become apparent. The 

Alberta Railway and Irrigation Project had been established as 

early as 1900, the settlers being adherents of the Mormon Church 

from the State of Utah where irrigation had been extensively 

practised. These settlers were all experienced in the technique 

of irrigation and, in any event, the land was sold to them by the 

company at a very low price so that this district succeeded from 

the first. It is assumed that the railway company depended on 

revenue from increased railway traffic to cover its outlay in 

respect of this district. At the time the Lethbridge Northern 

project was being proposed, lands in the Alberta Railway and 

Irrigation Company system were being held for as high as $100 

to $125 per acre. This project, therefore, appeared eminently 

successful and has in fact proven so. The Canadian Pacific 
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Railway Company obtained permission under The Dominion 
Irrigation Act to develop their projects in both the eastern 
and western sections in 1903 but the western section was only 

opened for the delivery of water in 1907 and the eastern section 
in 1914. The Canada Land and Irrigation Company was or- 
ganized largely with English capital and obtained the necessary 
permission under The Irrigation Act in 1908 but did not com- 
mence to deliver water until 1920. 

Apart from the difficulty of educating settlers on irrigation 
projects to the proper use and distribution of water (which diffi- 
culty has now been successfully met in those districts where 
irrigation is definitely established), the principal difficulty has 
been that of collecting from the settlers a price for the land 
commensurate with the land charge per acre for the completion 
of the system. Although this difficulty subsequently arose in 
both the eastern and western sections of the Canadian Pacific 
Railway Company System and also in the Canada Land and 
Irrigation Company System, the problem has not yet assumed 
definite proportions. At the time the Lethbridge Northern pro- 
ject was being proposed, therefore, the available evidence 

indicated that irrigation on the Prairies could be carried on with- 

out loss. The concensus of opinion now in Alberta and in the 

United States is, that the acre cost of irrigation cannot possibly 

be met by the individual farmer but is a national problem which 

can only be met by assistance from national funds and that it is a 

good investment from the standpoint of the nation to pay the 

major cost of irrigation schemes out of the national exchequer. 

It should also be kept in mind that for over thirty-five years, 

irrigation had been advocated as a solution of the problems of 

the dry area. Reference has already been made to this in the 

preceding chapters. As early as 1885, William Pearce, then 

Superintendent of Mines for the Dominion Government, had 

been strongly advocating this solution. His name is still 

associated with a large project outlined by him which, under the 

name of the “Pearce Project” is still the subject of much dis- 

cussion. While he complained that his reports were greatly 

modified by his superior officers at Ottawa, nevertheless they 

were the basis for departmental papers. In his report for 1893, 

the Deputy Minister of the Interior explained that it was not 

the policy of his department to countenance literature unfavour- 

able to rapid settlement of the west but, at the same time, he 

gave his reasons for believing that that time had passed. The 

following is an excerpt from his report: 
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“There have been years within the experience of the 

Department when the rainfall in this region was sufficient 

to produce the growth of cereal crops but the observations 

of the officers of the Department during the years that have 

elapsed since the completion of the railway (C._PR) and 

such inquiries as we have been able to make in reliable 

quarters as to previous years would indicate that the recur- 

rence of the dry periods is so frequent that while the 

country would in its natural state be well adapted for the 

grazing of cattle, the growth of cereals could only be render- 

ed safe and sure by the application of an extensive and 

scientifically planned system or systems of irrigation. It is 

now reasonably certain that large areas in that region could 

be satisfactorily and profitably irrigated by the streams 

flowing out of the Rocky Mountains and the Cypress Hilis, 

and adopting the basis of calculation which decisive tests 

in regard to irrigation would appear to justify, that is that 

for every acre of irrigated land five acres of adjacent land 

would be rendered especially valuable for grazing and other 

purposes connected with the keeping and feeding of live 

stock.” 

Beginning in 1895, bulletins were issued by the Department 

of the Interior commenting favourably upon the possibility of 

irrigation, particularly in Alberta. The dry years of the early 

90’s, however, gave way about 1897 to years of moderate rain- 

fall and in 1901, to an unusual amount of pecipitation. Interest 

in irrigation therefore waned. 

In 1903, however, a publication issued at Ottawa, entitled, 

‘Trrigation in the Northwest Territories of Canada’”’ re-defined 

the semi-arid region and commented as follows: “At all the 

points under discussion there is a cycle of wet and dry seasons 

varying in length from three to six years .. . This recurrence of 

wet and dry periods is well established at all the points for which 

data is available’. 

In the report on irrigation for the year 1913, Mr. B. Russell, 

Chief Field Inspector for the Department, traced the history of 

proposals for irrigating the area which later became known as 

the Lethbridge Northern Irrigation District, stating that the 

importance of irrigation in western Canada could not be over- 

looked and that every possible scheme to reclaim this land and 

make it more profitable for the farmer should be thoroughly 

investigated. 

In 1915, the Superintendent of Irrigation stated that, “por- 

tions of the district comprised in this project suffered severely 

from drought in 1914 and the settlers have urged upon the 

Department the completion of the survey and the actual con- 

struction of irrigation works”. 
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It must not be forgotten that during the Great War there 

was a national call to farmers for more and more wheat and 

this resulted in farmers in dry areas putting into crop, land 

which should never have been broken up. 

Drought and soil-drifting caused crop failures in 1917 and 

1918, and as a result, a very strong movement developed in 

southern Alberta during the winter of 1918-19 in favour of 

irrigation development and this continued vigorously until 1921 

when the Province of Alberta enabled the Lethbridge Northern 

District to finance construction by guaranteeing its bonds. In 

March, 1919, the Irrigation Development Association was formed 

at Lethbridge strongly supported by public opinion throughout 

the district. Meetings were held throughout the territory and 

strong pressure was brought to bear upon the Government for 

assistance in financing several projects, including the Lethbridge 
Northern. These meetings were attended by Dom‘nion Govern- 
ment officials who demonstrated the advantages of irrigation 

farming over dry land farming and this, in itself, acted as a 

powerful stimulus to the demand for the construction of irriga- 
tion projects. The demand for action increased by reason of 
another crop failure in 1919. During the previous ten years 
the dry area had only produced three good crops. 

The Dominion Government, definitely refused to accept any 
responsibility for the cost of development work, and limited the 

the responsibility of that Government to survey work. The 

Minister of the Interior defended this position in the House of 

Commons on the grounds that there was no Dominion Govern- 

ment land that would be benefitted by irrigation development, the 
whole being privately owned. This reasoning ignores the fact 

that homestead lands comprised approximately 70 per cent of 

the entire Lethbridge Northern area, over 90 per cent of the New 

West Irrigation District and about 25 per cent of the United 

Irrigation District and whether or not patents for these home- 

steads had been taken out at the time, the Dominion Government 

must accept the responsibility for permitting the lands to be 

homesteaded. That Government, having withheld the natural 

resources of the Province so that it could control settlement, must 

take the responsibility for the success or failure of its own policy. 

Some of the lands in this area had been granted to railway com- 

panies by the Dominion but, the obvious intention of the grant 

was to encourage colonization. As a matter of fact, several 

times in the course of debates in the House of Commons, a 

number of members gave it as their opinion that if the Govern- 
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ment of Canada had encouraged people to settle in the semi-arid 

districts, that Government should look after these people and 

help them in every possible way to make a success. 

The Province was reluctant to accept the responsibility for 

development but, finally in the Spring of 1920, agreed to guaran- 

tee the bonds of the Lethbridge Northern District to the extent 

of three years’ interest. It was found imposs:ble to sell the 

bonds on this basis and consequently, at the 1921 Session, the 

Province gave a complete guarantee as to principal and interest. 

Construction work was thereupon immediately commenced and 

finished in 1924. 

The cost per acre, however, was very high, amounting to 

over $50 per acre and within a year or two it became apparent 

that the lands, especially with the prices of farm produce avail- 

able, could not produce enough to pay such a large cost per acre 

in addition to prior obligations incurred by land owners. Since 

1925 three commissions in all have investigated the conditions 

on this project on behalf of the Provincial Government. The 

first, under the chairmanship of Dr. John A. Widtsoe, of Salt 

Lake City, an expert on irrigation matters; the second under the 

chairmanship of M. L. Wilson, agricultural economist of the 

University of Montana and now Assistant Secretary of Agricul- 

ture in the United States; and the third, in 1935, under the chair- 

manship of Honourable Mr. Justice A. F. Ewing, of the Supreme 

Court of Alberta. As a result of the recommendations of these 

Commissions, the land charge per acre has been very greatly 

reduced and it is now hoped that this difficulty has largely 

disappeared. 

As a result of the recommendations made by the Ewing 

Commission, the various districts affected have put, or are 

putting, into effect new contracts based on the recommendations 

of that Commission. The fact remains, and is outstanding, that 

in the Eastern Irrigation District reduced land prices have 

resulted in substantial prosperity. It can be confidently asserted 

that the same result will follow in those districts where the 

recommendations of the Ewing Commission are put in force. 

The Lethbridge Northern project is a typical example of 

what can be done with irrigation. In 1924, there were only 300 

families in the Lethbridge Northern District. Today 800 families 

occupy the farms in that district. It is estimated that the whole 

district now supports approximately 10,000 people. The devel- 

opment of the sugar beet industry has contributed greatly to 
the success of this and other projects in the same vicinity. Two 
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factories now operate in southern Alberta, one at Picture Butte 

and one at Raymond. In payments to growers, factory pay- 

rolls, freight rates, coal and wages to labour, the two factories 

disburse annually over three million dollars. In 1936 and 1937 

the two factories contributed to the Dominion Government in 
payment of sugar tax approximately $500,000 per year, while 
in 1938 the contribution will be approximately $756,000. in 
addition, the settlers of the district made a large contribution 
to excise, customs duties, railway revenue and manufacturing 
industries in eastern Canada. 

ADVANTAGES OF IRRIGATION 

Experience in this project has shown that the following are 

some of the advantages of irrigation: 

(1) Good land which would otherwise be practically worth- 

less now produces satisfactory crops. The records of the Do- 

minion Experimental Farm at Lethbridge show that irrigated 
land in the semi-arid area produces better crops than dry lands at 
all times, even in wet years. 

(2) It is now possible to grow crops other than grain, such 

as alfalfa, hay, sugar beets, other root crops and vegetables. The 
system of farming required enriches the soil and prevents soil- 
drifting and, in the final analysis, makes better farmers. 

(3) Sugar beets can best be grown in Alberta on irrigated 

land. The raising of sugar beets has resulted in cleaner farms 

and a proper system of crop rotation as sugar beets should only 

be grown two years in succession on the same land, thus ensuring 

rotation of crops which is good for thé soil. Sugar beet land 

must be fertilized and this requires live stock. The basis of all 

successful irrigation farming is diversification and a proper 

system of crop rotation. The growing of sugar beets brings 

about the ideal combination of secondary industry and agricul- 

ture functioning side by side. The sugar beet factories exercise 

strict supervision and insist on proper farming methods and if 

the grower will not carry on his operations in a manner satis- 

factory to the factories, he is unable to secure a beet contract. 

(4) Irrigation makes possible the growth of trees, small 

fruits, flowers and vegetables. There are about 600,000 trees 

in the district at present. There is also an artificial lake with 

a park which provides pleasant recreation. One cannot over- 

estimate the importance of these factors in the every-day 

existence of the inhabitants of a strip of territory which was, at 

one time, prior to irrigation, treeless, waterless, drought-scorched 

prairie. 



70 SPECIAL LAND SETTLEMENT PROBLEMS 

(5) During the depression the irrigation farmer was at least 

able to make a living and required little assistance, if any, for 

feed, seed and other relief, although he was not able to accumu- 

late funds for paying debts or improving his property. 

(6) The widespread ramifications of the beet sugar industry 

affect the purchasing power of more people relatively than many 

other industries and provide the farmer with an opportunity of 

adjusting his crops to our domestic rather than foreign markets. 

(7) The by-products of the beet sugar industry are tops, 

pulp and molasses, used extensively in feeding and fattening live 

stock. The village of Picture Butte in the district is rapidly 

becoming one of the chief feeding centres in the Province. This 

provides a cash market for alfalfa, hay and coarse grains and 

lessens the necessity of finding outside markets for these 

products. 

(8) In dry years, ranchers find irrigation districts the only 

places adjacent to them where cattle can be moved for winter 

feeding. In the winter of 1936-37, farmers on the irrigation 

projects wintered over 10,000 head of cattle for ranchers in the 

foothills. In addition, large numbers of cattle and over 40,000 

head of lambs were wintered and fattened adjacent to the two 

sugar factories. 

(9) Irrigation increases purchasing power, provides better 

homes and living conditions for many people, establishes a form 

of agriculture particularly suited to semi-arid areas, provides a 

living and ample feed in dry years, protects industries which 

depend on regularity and continuity of supply of raw products, 

saves advances for relief by Governments and results in balanced 

farms, stable communities and employment. 

(10) Irrigation districts contiguous to large areas of range 

lands increase the value of these lands from the standpoint of 

live stock production as they make possible a continuous supply 

of feed and this is vital when feed is not available on the range. 

Those in charge of the administration of the Special Areas in 

the dry belt fully realize that the extension of irrigation into these 

areas will assist in solving their problems. It will thus be 

evident that even without sugar beets or other industrial crops, 

irrigated lands contribute in no small degree to the rehabilitation 
of our dry areas. 

Discussing the value of irrigation in terms of natural 
wealth, the following is a record of the total value of gross pro- 
duction from the Lethbridge Northern project since 1924 when 
water was first supplied: 
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Ue es a Bice Beech SOLA Re 0) 28 cs $ 568,273.00 
1925 1,213,772.00 

1,526,125.00 
2,988,285.00 
1,545,263.42 
2,477,500.00 
935,827.55 
704,883.80 
761,803.60 

1,057,000.00 
1,500,000.00 

It would appear that the 1936 sugar production in southern 

Alberta benefited the Canadian Pacific Railway to the extent of 

approximately $430,000 apart from freight charges on coal, lime, 

rock, bags and freight on other merchandise. 

It would also appear that the Dominion Government has col- 
lected by way of excise tax on sugar during the years 1932, 1933, 
1934, 1935, 1936 and the year 1937 up to November 30th, the 
sum of approximately $3,218,401.53. 

It may be argued that the Dominion would receive this tax 
in any event if all sugar consumed in Canada were cane sugar 
and that the production of beets does not make any difference. 
It is obvious, however, that the production of beet Sugar in 
Canada means the employment of a very large number of 
Canadian people whereas the production of cane sugar means the 
employment of very few. It is estimated that the one beet sugar 
factory at Raymond gives directly and indirectly, employment to 
more Canadian labour than all the cane sugar refineries in Can- 
ada put together while producing but approximately 3 per cent 
of the sugar consumed in Canada. Production of cane sugar 
means employment for people in other countries whereas the 
production of beet sugar means the employment of Canadian 
citizens. 

It is obvious, therefore, that the Lethbridge Northern project 

has amply justified itself so far as demonstrating the value of 
irrigation in this dry area. Irrigation is not a failure and the 

mistaken impression that has gone abroad in that regard is due 

to the fact that the whole cost of irrigation development was 

charged against the land affected. The Province has, so far, 

assumed the burden and a severe loss is inevitable due to the 

necessity of relieving the settlers from a very substantial part of 

the development cost. 

ALLOCATION OF COSTS OF IRRIGATION 

Dealing with the question of charging the acre cost of 

irrigating land to the individual farmer, opinion in the United 



Pe SPECIAL LAND SETTLEMENT PROBLEMS 

States of America has changed to a remarkable degree in the last 

thirty years and now in that country the original capital cost of 

irrigation is being written off progressively. Further evidence 

of this change of opinion will be found in the summary of a report 

on the gigantic Columbia River Basin project in eastern Washing- 

ton by Walter E. Packard, well known American irrigation expert 

now with the United States Resettlement Administration. This 

summary appears in the issue of “Agricultural Engineering”, 

June, 1932. In assessing the benefits received by specific inter- 

ests from the establishment of irrigation schemes, Mr. Packard 

found throughout the analysis that the farmer on irrigated land 

is in an unfavourable position, as compared with transportation 

agencies, merchandising interests and local and outside manu- 

facturers and that he gets but 20 per cent of the values created. 

It is understood that the United States Government intends to 

charge farmers in the Columbia Basin only about 20 per cent 

of the irrigation costs, this amount to be paid over a period of 

forty years without interest. Further reference is made to a 

paper delivered by Mr. A. Griffin, Chief Engineer of the Cana- 

dian Pacific Railway Company, Department of Natural Re- 

sources, Calgary, to the Water Development Committee of The 

Prairie Farm Rehabilitation Act at a meeting held at Regina in 

1936. The point of Mr. Griffin’s argument appears to be that 

the benefits of irrigation do not accrue in a large measure to the 

farmer on the land but rather to the community, the Province 

and the nation, in so far as it is beneficial to the community, the 

Province and the nation to produce more wealth and support 

more people and particularly in so far as it is beneficial to produce 

more wealth and support more population in those areas which 

would otherwise be able to support only a sparse population. 

Mr. Griffin also points out that it is quite probable that if irri- 

gation had previously been provided at public expense it would 

all have been returned in the five years immediately preceding 

1936 in reduced relief and there would be permanently increased 

producing capacity as clear profits. 

If it is estimated that the farmers in the Columbia Basin 

area in the State of Washington should only pay 20 per cent of 

the cost of irrigating their lands, it is submitted that farmers in 

Alberta should receive greater consideration as the markets for 

their products are more limited and certain products can be 

grown in the State of Washington which cannot be grown in 

Alberta to advantage. It should also be borne in mind that the 

State of Washington will benefit more from the Columbia Basin 
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project than the Province of Alberta benefits from the Leth- 

bridge Northern District inasmuch as the majority of the manu- 

factured products used by those residing in Alberta must be pur- 

chased from other parts of Canada, particularly from Ontario 

and Quebec. 

The Government of Alberta also wishes to point out that 

since the construction of the four irrigation projects in Alberta, 

the cost of reclaiming land in the drought area has been accepted 

as a national responsibility. Serious drought conditions in recent 

years in Saskatchewan have brought the matter to the conscious- 

ness of the people of eastern Canada and now the problem is being 

accepted as national in scope. The passing of The Prairie Farm 

Rehabilitation Act in 1935 by the Parliament of Canada with 

the unanimous support of all parties is clear evidence of that fact. 
Large sums of money are being spent in Saskatchewan. It is 
contended that a similar situation would have prevailed in Alberta 

years ago if the people themselves and the Province had not 

taken steps to cope with the problem by the establishment of 
irrigation projects and by setting up special municipal areas 

organized to administer lands in semi-arid districts. In providing 

irrigation, the farmers in irrigation districts crippled themselves 
financially and the Province has assumed a heavy burden of 
bonded debt. It is submitted that those who have made every 
effort to assist themselves should now be assisted by the Domin- 
ion Government under The Prairie Farm Rehabilitation Act or 
any other legislation designed to meet the situation. It is sub- 
mitted that the spending of money by the Dominion to put exist- 
ing irrigation projects in Alberta in a position to function proper- 
ly would be a wise and proper course to follow. It would also 
be to the advantage of Canada to enlarge greatly the market for 
beet sugar even to the extent of restricting imports of cane sugar 
so that the beet sugar industry will flourish. 

The experience gained by the Province will be of great ser- 
vice to the Dominion in its extensive plans for the rehabilitation 
of the dry areas. Already a small project has been developed in 
southern Saskatchewan and it is understood that others are 
under consideration. 

SUPPLY OF WATER 

The supply of water is of vital importance in the develop- 

ment of our dry areas, including irrigation projects. The Gov- 
ernment of Alberta maintains that the Dominion Government 

should undertake the construction and maintenance of storage 
reservoirs in the foothills of Alberta. 
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Because of the semi-arid conditions prevailing over a large 

part of the territory, special legislation was passed by the Domin- 

ion many years ago, called The Northwest Irrigation Act, which 

applied to all the territory which later became the Provinces of 

Alberta, Saskatchewan and part of Manitoba. By that Act the 

ownership in all water was separated from the ownership of the 

land and was vested in the Crown in the right of the Dominion. 

The Act provided that water could only be diverted from its 

natural courses after a license to divert had been obtained from 

the Government. In this respect the western provinces differ 

from the other provinces of Canada. Almost all the streams 

that flow through the territory mentioned rise in the Rocky 

Mountains and flow east through Alberta, Saskatchewan and 

Manitoba. There are some streams which rise in the United 

States and flow into Canada and some flow from Canada into the 

United States, and water is very much in demand in the states 

affected. Problems arising out of the administration of water 

resources, therefore, may be interprovincial and sometimes inter- 

national in their aspects, and questions are bound to arise which 

go beyond provincial boundaries or jurisdictions. 

A study of the flow records of any of our streams immediate- 

ly discloses that there is a tremendous fluctuation between maxi- 

mum and minimum flow. It is highly important to all the semi- 

arid areas of western Canada that this stream flow should be 

stabilized and the water, that now flows uselessly to the sea in 

the early months of the year, should be stored and conserved, in 

order to provide a satisfactory flow during the later months of 

the season, when it is most required and can be put to beneficial 

use. Large portions of our best irrigated territory now suffer 

every summer from lack of sufficient water at critical periods in 

the maturing of crops with consequent losses amounting to 
hundreds of thousands of dollars. It is in Alberta that the 
natural reservoirs can be found but the benefit of storage will 
go far beyond the boundaries of the Province. Storage reservoirs 
can only be established where surface conditions make them 
feasible and for western Canada reservoirs must, to a large 
extent, lie in the foothills of Alberta, but the responsibility for 
the cost lies unquestionably with the Dominion Government. 

The supply of water for irrigation in southern Alberta 
depends entirely upon gravity systems and in the past that 
has been achieved by two means, firstly, the direct supply from 
a river and, secondly, a direct supply from river to a reservoir 
and distribution from the reservoir. The second method to-day 
presents no problem but a serious problem has arisen with re- 
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lation to the direct supply from rivers. As will be seen later, 

the rivers in question flow from west to east and have their 

point of origin in the Rocky Mountains. The past twenty-five 

years has seen the depletion of what may be called natural cover- 

age consisting firstly, of prairie grass and secondly of forests, 

the latter having been depleted by logging operations and forest 

fires and the former by grazing, cultivation and erosion. The 

result is that the run-off which formerly took place at seasons 

of the year which permitted direct irrigation from the rivers, 

now occurs earlier in the year and in very much greater volume. 

The natural result is that those irrigation districts which depend 

upon direct supply find themselves in the late summer of the 

year in a position where the supply of water is totally inadequate 

for their purposes. This situation calls for the establishment 

of supply basins or reservoirs in which may be stored the large 

run-off in the early part of the year and which is then available 

in the late sammer when it is most required. 

The Prairie Farm Rehabilitation Act, passed in 1935, by the 

Parliament of Canada, did not contemplate the expenditure of 

large amounts on storage reservoirs in the foothills of Alberta. 

The officials in charge of the administration of this Act have 

already been requested to develop storage facilities but, to date, 

the Dominion Minister of Agriculture has refused to permit any 

money to be spent even in the way of preliminary surveys. It 

is submitted that this matter is of tremendous national importance 

and it is felt that steps should be taken immediately to provide 

storage facilities so that all existing irrigation projects may be 

brought to their maximum productive capacity and so that irriga- 

tion may be extended where feasible in Alberta in an orderly 

manner in line with the development of markets for the products 

of irrigated land. All expense in connection therewith should 

be borne by the Government of Canada. 

SUMMARY 

The Government of Alberta submits that, because of the 

responsibility of the Dominion Government for colonization of 

the dry areas in Alberta, the Dominion Government should 

relieve the Province of a very substantial part of the loss which 

the Province will sustain in connection with irrigation schemes 

and that the time has come, if it has not long since passed, when 

the Dominion Government should construct storage facilities in 

the foothills of Alberta to ensure a steady supply of water to our 

existing irrigation projects, bring these projects up to their 

maximum capacity, provide markets for the produce from 

irrigated lands, investigate thoroughly the possibility of new 
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irrigation works and generally assume the whole burden of 

rehabilitation of the area in question. In support of this posi- 

tion, the following brief summary of the argument in this and 

the preceding chapter is submitted. 

1. The Dominion Government by retaining the public domain 

in 1905 became definitely responsible for colonization and for its 

success or failure. 

2. That Government must assume large responsibility for 

the establishment of the transcontinental railway across the 

southern part of the Province and the resulting encouragement 

to land settlers in that area. 

3. That Government must equally assume responsibility for 

throwing open the land in that area for settlement under its 

homestead policy, particularly in view of the evidence available 

as to the unsuitability of that area for ordinary agricultural 

purposes. 

4. That Government contributed largely to the demand 

for irrigation through the publication of departmental reports 

and statements of its officials advocating irrigation as a solution 

to the problems of the area. 

5. That Government receives annually substantial revenues 

under the sugar tax, under customs and excise duties and sales 

tax and these impose serious handicaps upon our people. 

6. That Government receives annually substantial revenues 

from income taxes paid by manufacturers, railways and others to 

which the production on irrigated lands contributes. 

7. That Government has saved substantial sums by not being 

obliged to keep on relief those now making a living on irrigated 
lands. 

8. That Government has now undertaken the complete cost 

of rehabilitation of the dry area in Saskatchewan and should 
therefore assume a substantial part of the expenditure already 
made by the Province of Alberta in this important respect. 

9. The Federal Government in the United States has for a 
long time recognized that the financing of irrigation projects and 
storage reservoirs is a national concern and has been writing off 
progressively the greater part of the original cost of construction. 

10. The Dominion Government has expended large sums on 
canals, waterways and harbours (roughly estimated at one bil- 
lion dollars), mainly situated in eastern Canada. There is no 
reason why expenditures on irrigation should not be considered 
in the same category and of equal importance. 
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It is submitted that as far as the four projects, namely, the 
Lethbridge Northern, United, New West and Little Bow, are con- 
cerned, it would be only fair for the Government of Canada to 
relieve the Province of Alberta from all future liability with 
respect to the outstanding bonds of the four districts amounting 
to $4,911,772.07 and interest thereon. The Province’s share of 
the loss under this arrangement will be approximately $7,000,000, 
less the amount it may receive in due course from existing assets. 

Immediate action by the Government of Canada is required. 
While the dry areas may produce good crops over a period of wet 
years, it cannot be stressed too vigorously that irrigation is still 
necessary, aS experience clearly shows that long dry periods are 
inevitable. The farmer in southern Alberta is engaged in a 
war against the forces of nature with the tide of battle running 
strongly against him. If present national policies are permitted 
to continue, defeat is inevitable, but if the recommendations of 
the Government of Alberta are put into force at once, defeat 
can be turned into victory. Millions of dollars would be found 
by Canada if engaged in war with a foreign power. A mere 
fraction would be sufficient to ensure victory for our farmers 
in their war against nature. 

3. THE PROBLEM OF RAILWAY GUARANTEES 

The Bank of Canada report begins its criticism of the finan- 
cial history of the Province with the following statement: 

“The policies pursued from the time the Province was 
created (1905) until the year 1922, had a profound effect on 
the financial position of the Government of Alberta. The 
roots of many of Alberta’s present problems were developed 
during this period. Only the exceptionally rapid economic 
progress of the time can account for the fact that extrava- 
gant governmental expenditures, direct and indirect, were 
allowed to proceed on such a scale and to last so long as they 
did. 

“Almost immediately after the formation of the Prov- 
ince, ambitious telephone and railway policies were launched. 
Poor judgment, loose administration and over-expansion 
were to make both utility ventures costly.” ) 

Certainly the decision to embark upon an extensive policy 

of railway guarantees has had a most serious effect upon the 

financial history of the Province. As a substantial part of the 

public debt of the Province today is represented by losses result- 

ing from these guarantees, some consideration must be given to 

the manner in which these guarantees were given and the 

problems arising therefrom. 

(1) Bank of Canada Report, 1937, Alberta Section, p. 4. 
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As already stated the growth of settlement for ten years 

after the Province was formed was phenomenal. Settlement was 

allowed to extend over practically the entire surveyed area of 

the Province and in the northerly part very soon penetrated even 

into the Peace River District, but it must also be remembered 

that this same decade was in the period of the greatest railway 

expansion that Canada has witnessed. Branch lines were being 

projected by the Canadian Pacific Railway Company; and the 

Grand Trunk Pacific and Canadian Northern Railways were 

being projected westward. In the period from 1884 to 1920 the 

Dominion Government paid by way of cash subsidies for railway 

construction, over 76 million dollars in addition to the huge areas 

of land (about 32 million acres) granted by way of land subsidy. 

Of this acreage about 13 million acres were selected from Alberta. 

Moreover, in order to meet the demands for railway facilities, 

every Province in Canada had given assistance to a greater or 

less extent for railway construction within their borders. Ontario 

and Quebec had done so, as had also the Maritime Provinces. 

In other words, Provincial Government assistance to railway 

construction was an accepted policy in those days. Certainly the 

demand for such assistance by reason of rapid increase of popula- 

tion was much greater in Alberta than in the Eastern Provinces. 

If, therefore, it was an error of judgment for Alberta to enter 

into such guarantees, the same error was made by every Province 

in Canada; the only difference between Alberta and the older 

Provinces being that the older Provinces were relieved by the 

Dominion Government of a considerable part of their burden 

while Alberta, together with British Columbia, has been obliged 

to bear the whole burden unassisted, except as hereinafter 

mentioned. 

The guarantees given by the Province of Alberta may be 

considered under two headings; first, the guarantees given to 

the Grand Trunk Pacific and Canadian Northern Railways, and 

secondly, the guarantees given to purely Provincial railways. 

With reference to the first group, as part of its policy of 

assisting railway development within the Province, the Govern- 
ment entered into guarantees with the Canadian Northern 
Railways, Canadian Northwestern Railways and Grand Trunk 
Pacific Railways branch lines for approximately $26,426,750.00. 
The public accounts of the Province for 1937, at page 24, places 
the present amount of these guarantees at $22,539,957.97. 
Subsequently, as these lines were re-organized to form the Ca- 
nadian National Railway system, the Dominion Government took 
over the responsibility for these guarantees. Although no official 
statement has been made by the Dominion Government that it 
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has accepted responsibility for this liability, nevertheless there 
has been a tacit understanding to this effect. In view of the extent 
of the re-organization and consolidation of the two original lines, 
which took place under the direction of the Dominion Govern- 
ment, and the length of time the Canadian National Railway 
system has now been in operation, there seems no good reason 
why a definite announcement should not be made by the Dominion 
that they have relieved the Province from further liability. 

Frequent reference has been made to these guarantees to 
suggest that the Dominion has already relieved the Province of 
a very great liability. The facts are, of course, that the Dominion 
acted as it did in what it believed to be the best interests of rail- 
way transportation in Canada and without consulting the Pro- 
vincial Government. Furthermore, the Provincial guarantees 
covered only branch lines in this Province, which would now be 
recognized as probably the most valuable branches owned by the 
Canadian National Railways within this Province. In brief, the 
Dominion Government is in no danger of meeting a loss with 
respect to these particular guarantees. 

In the course of a few years following 1909, the necessary 
guarantees were given by the Province to permit of the con- 
struction of three separate Provincial railways, the Lacombe and 

Northwestern running from Lacombe in a northwesterly direc- 

tion to open up the territory west of the main line of the Calgary 

and Edmonton railway; the Edmonton, Dunvegan and British 

Columbia Railway, more familiarly known as the E. D. and B.C., 

to open up the territory from Edmenton northward into the 

Peace River country; the Alberta and Great Waterways Railway, 

familiarly known as the A. and G.W., extending northerly to 

Fort McMurray. It is not necessary to trace the history of the 

various extensions to these lines other than to say that by 1924 

the E. D. and B.C. had been extended through Grande Prairie 

to Wembley with a total mileage of 423 miles, while the Central 

Canada Railway Company had been organized as an extension 

of the E. D. and B.C. Railway through Peace River to tap the 

territory on the north side of the Peace River. The A. and G. W. 

had been extended practically to Fort McMurray. Subsequent 

extensions to the E. D. and B.C. Railway brought its total mile- 

age up to approximately 496 miles. The total amount of guaran- 

tees given by the Province with respect to these ines amounted 

to approximately $17,093,000.70. 

As a result of the operating losses sustained and the inability 

of the operating companies to meet their debenture charges, the 

Province was obliged to intervene, After exhausting every effort 
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to work out a solution of the problem now presented by these 

three lines, the Government of the day finally entered into an 

agreement with the Canadian Pacific Railway Company by which 

that company assumed the management of the lines for a period 

of five years, the Government obligating itself to advance an 

additional two and a half million dollars to eliminate the then 

deferred maintenance of the lines. By separate agreement, the 

capital stock of the J. D. McArthur interests in the E. D. and B. C. 

and A. and G. W., held by the Union Bank by way of security for 

loans advanced by that Bank, were pledged with the Royal Trust 

Company under an Option to Purchase the same, at a price 

agreed upon. 

The Canadian Pacific Railway Company operated these lines 

under this Management Agreement until 1925. In the meantime 

there had been a change of Government in the Province, and the 

then Government again entered into lengthy negotiations with 

the Dominion Government and the two trans-continental railway 

lines in an effort to work out some more satisfactory disposition 

of the lines. The Dominion Government refused to accept any 

responsibility and as the two trans-continental lines were unwill- 

ing to consider any other arrangement than that of leasing the 

properties, the Government decided to operate the lines. Ac- 

cordingly, the Government took up the option for the purchase 

of the capital stock, served notice of cancellation of the 

operating agreement, and in 1926 commenced operating the lines 

under public ownership. From 1926 to 1930 negotiations were 

renewed at various times with the transcontinental lines. In 1928 

the Lacombe and Northwestern was finally sold to the Canadian 

Pacific Railway Company. 

In 1929 an agreement was finally completed between the 

Government and the Canadian Pacific Railway Company and the 

Canadian National Railway Company whereby these companies 

jointly purchased the Edmonton, Dunvegan and British Columbia 

Railway, the Central Canada Railway and the Alberta and Great 

Waterways Railway for 15 million dollars, the purchasers assum- 

ing the responsibility for the guaranteed bonds of these com- 

panies other than bonds to the extent of $7,400,000 due and 

payable January 1st, 1959. 

While these sales were and still are generally regarded as 
satisfactory, nevertheless, the Province was left with a very 

heavy loss as a result of the guarantees it had given. As of March 
31st, 1937, the total loss sustained is $23,093,832.92, made up as 
follows :— 
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Capital Loss Income Loss Total Loss 

Lacombe & North- 
western Rly. ..... $ 563,067.92 $881,111.12 $ 1,444,179.04 

Northern Railways 10,881,323.55 10,768,330.33 21,649,653.88 

$11,444,391.47 $11,649,441.45 $23,093,832.92 

The accruing interest from year to year constitutes an 

additional charge that the Province is unable to bear. 

The Alberta Government firmly believes that this burden 

should not rest upon the Provincial Government. It believes there 

are several valid reasons why the Dominion Government should 

assume the entire obligation. 

In the first place, it cannot be suggested that the roads were 

needlessly built. Two of them at least are today considered valu- 

able branch lines of the transcontinental systems, while the third 

is of national importance. With the extension of settlement into 

the large territory west of the Calgary and Edmonton main line, 

it was inevitable that sooner or later a branch line would be 

required to supply that area. A perusal of the Dominion survey 

reports on the Peace River area indicates that the Dominion 

Government had no systematic policy for orderly settlement. 

Surveys were made long before railroad facilities were available 

and settlers were allowed to go where they wished. This territory 

was composed mainly of homestead lands, there being no railway 

grants, and the Dominion also owned the natural resources such 

as timber, which was available in abundance. There was a 

definite responsibility on the Government of Canada to provide 

transportation for settlers brought in under its own auspices 

but, having failed to carry out this obligation, it can hardly be 

said that the Province of Alberta, which undertook to do so, 

should bear all the loss entailed thereby. It is interesting to note 

that there has been a steady increase in population in the Peace 

River district. The 1936 census estimates the population at 

44,943. A large amount of traffic is handled to and from the area 

and the railway is, therefore, a valuable branch on the trans- 

continental system. The outgoing traffic consists mainly of agri- 

cultural, animal and forest products, as well as fish. 

The Alberta and Great Waterways Railway has, for years, 
provided railway transportation facilities mainly for the North- 
West Territories, in as much as the agricultural district served is 

limited to a strip of territory north of Edmonton. It has played 

a valuable part in the extensive mineral development now taking 

place in northwest Saskatchewan and the Northwest Territories. 

The vast hinterland beyond its end of steel at Fort McMurray 
right to the Arctic Ocean is served by its rails to its terminus 
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from which traffic is forwarded by water and air transportation. 

Much of this traffic is of vital interest to Canada as it goes to 

the outposts to serve the people for whose welfare the Dominion 

Government is responsibile, and this, together with the fact that 

the mineral area in Saskatchewan reaps a benefit, places an 

obligation on the Government of Canada to pay for part of the 

loss sustained by the Province of Alberta in constructing the 

railway. Up to date, the Dominion has made no contribution 

whatsoever for construction or maintenance. 

It is estimated that about 90 per cent of the total tonnage 

forwarded to Edmonton over all the northern railways is trans- 

ferred to the Canadian National and Canadian Pacific Railways 

at Edmonton for forwarding to its ultimate destination either 

within Canada or for export and that most of the tonnage for- 

warded north from Edmonton comes originally from other parts 

of Canada or other countries. This contributes substantially to 

employment connected with transportation and industry through- 

out Canada and to the earnings of the two transcontinental 

systems, a direct result of Alberta’s assistance in the building 

of the railways. These factors must not be overlooked in the 

contribution made by Alberta to the economic welfare of the 

Dominion and the building up of national wealth. 

In the second place, the Dominion Government has, by sub- 
sidy or otherwise, relieved other Provinces of part of the burden 
of railway enterprises as sponsored by them. In 1875 the Proy- 
ince of Quebec incurred a liability of over 12 million dollars in 
connection with the construction of the Quebec-Montreal-Ottawa 
Line. In 1882 these lines were sold to other railway companies 
for $7,600,000. That Province subsequently contended that the 
Dominion Government should pay the Province a subsidy equiv- 
alent to $12,000 per mile for the total mileage constructed, and 
eventually, notwithstanding that the lines had been constructed 
and sold, succeeded in having its claim allowed, and received from 
the Dominion Government a subsidy of $12,000 per mile for the 
Montreal-Ottawa section and a subsidy of $6,000 per mile for 
the Montreal-Quebec section. In addition, the Dominion Govern- 
ment paid to the Canadian Pacific Railway a further subsidy of 
$6,000 per mile for the Montreal-Quebec section, making a total 
subsidy of $12,000 per mile. 

The Eastern Extension Railway in New Brunswick was 
originally constructed as a Provincial undertaking, shortly after 
1867. Finding itself in financial difficulties, the Province suc- 
ceeded in having the railway purchased at $24,000 per mile by the 
Dominion Government and made part of the Intercolonial Rail- 
way. As the purchase price was not sufficient to meet the entire 
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cost of the road, the Province continued to assert its claim and 

finally received compensation from the Dominion for the balance 

of the cost of the road, namely, $150,000. 

In 1883, the Province of Nova Scotia acquired a part of the 

Eastern Extension Railway running from New Glasgow to the 

Strait of Canso, expecting either to be able to sell it to the 

Dominion or else to receive as a gift from the Dominion the Pictou 

Branch running from New Glasgow to Truro. At first, both plans 

failed but at last in 1884, Nova Scotia sold its undertaking to the 

Dominion at a price practically equal to the price which it orig- 

inally paid. The Province, however, had previously given sub- 

sidies to private contractors amounting to $611,700.00 in aid of 

construction of the line and therefore decided that the Dominion 

ought also to pay this additional amount to the Province. It is a 

matter of public record that Nova Scotia in 1901, after an 

arbitration had been held, succeeded in obtaining from the Dom- 

inion the sum of $611,700.00 and also an additional $60,100.00 

representing an amount which had been paid by the Province to 

settle a lawsuit with a contractor. The net result was that Nova 

Scotia received from the Dominion Government a sum sufficient 

to cover its entire investment in this railway. 

As late as 1913, the Province of Ontario entered a claim for 

a subsidy with respect to the Temiskaming and Northern Ontario 

Railway and finally succeeded in obtaining a subsidy of $6,400.00 

per mile for a total of approximately 300 miles. This railway was 

constructed and operated by the Province as a colonization road 

to open up an area which has since proven to be extremely rich 

in mineral wealth as well as certain territory which has since 

proven to be well suited to agriculture. It was not without a 

struggle that Ontario secured this subsidy eight years after the 

railway was built. After a long debate in the House of Commons 

in the Session of 1911-12, the necessary resolution was passed in 

the House of Commons but was defeated in the Senate. The Bill 

came up again in the following year when many prominent states- 

men took part in the discussion. The views that ultimately pre- 

vailed were summarized by the Honourable Sir George Ross, 

Leader of the Official Opposition in the Senate. He supported 

the subsidy on the grounds that the railway promoted the in- 

terests of Canada, that it was a great feeder of the transcon- 

tinental systems and that the traffic originating from the 

territory served by this line would assist in paying for the con- 

struction of the national transcontinental railway. He also 

contended that every settler brought into the territory opened up 

by the railway would be a contributor to building up the wealth 
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of the Dominion, that the Province of Ontario was a contributor 

to the Dominion in a special sense, and that the Province should 

be encouraged in broadening the area of taxation by opening up 

this country and that the Province was not making enough profit 

out of the railway to pay interest charges. 

It is submitted that every argument used in support of the 

payment of this subsidy by the Dominion applies with equal force 

to the provincial railways discussed in this section. The 

Lacombe and Northwestern Railway is now part of the Canadian 

Pacific Railway system. The E.D. and B.C., the Central Canada, 

and the A. and G.W. Railways are now being operated by the two 

transcontinental railways under the name of the Northern 

Alberta Railway Company. It cannot be denied that these lines 

are great feeders for the transcontinental systems or that they 

have served a national purpose in opening up new territory into 

which settlers have gone in great numbers. These settlers have 

made their contribution to the Dominion, while with respect to ° 

the Alberta and Great Waterways Railway there is the additional 

argument that it must be maintained as the only available railway 

transportation facility to serve the Northwest Territories of 

Canada and north-west Saskatchewan. 

The Province has sustained a very heavy loss because of its 

readiness to assist in providing railway facilities that were neces- 

sary to take care of settlement. The Province has never been 

assisted by subsidies although the Dominion has spent vast sums 

in subsidizing private railway enterprises as well as to assist 
other provinces. It is true a small subsidy was granted for the 
construction of a small part of the E.D. and B.C. Railway, but no 
subsidy was paid with respect to the greater part of its mileage. 

Had the Province been assisted by subsidies on the same 
basis as subsidies were paid to private companies and to other 
provinces, the contribution of the Dominion would have been 
approximately $10,873,337.52, as shown by the following calcula- 
tion: 

Miles 
E.D. and B.C. Railway 
A. and G.W. Railway ............. 
Central Canada Railway 

Total 

895.91 miles at $12,000. per mile 2a eee ee $10,750,920.00 
12.00 miles. at-$ 6,400 perimnilege 00 ee 460,800.00 

Total + .2..:cihiseuteact oie perenne eee $11,211,720.00 
opis Pe nnade tena 338,382.48 

seazeasacesot 7S ORIOL Reece ool ae $10,873,337.52 
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The Province still submits that the loss which it has sus- 
tained. should have been borne by the whole of Canada. As a 
means of relieving the present financial position of the Province 
the responsibility of the Dominion as a whole might still be 
recognized and a substantial contribution made to the Province 
in recognition of the fact that the railway lines which contributed 
to such heavy provincial loss are now necessary and substantial 
factors in the economic life of Canada. 

4. THE PROBLEM OF THE PROVINCIAL TELEPHONE SYSTEM 
One of the first services to be provided by the Provincial 

Government after the formation of the Province in 1905 was that 
of a provincial telephone service. This venture has also resulted 
in a heavy financial loss to the Province, approximately ten 
million dollars of the capital debt of the Province being directly 
due to the losses finally sustained in the operation of this utility. 
A brief history of the operation of the utility is therefore sub- 
mitted in order that the reasons for this capital loss may be 
understood. 

In the older provinces the telephone service had gradually 

evolved over a period of years. The denser settlement in rural 

parts made it much easier to provide a rural service than was 
possible in the western provinces with their large areas and 

scanty population. In the early stages of development in this 

Province, large numbers of settlers were assisted to locate 

on lands controlled by the Federal Government, without any 

definite plans to ensure the necessary services essential to their 

success. As a result of this, the settlers located over a widely 

Scattered area, far removed from available hospitalization and 

medical services. This service has never presented any real 

problem in the older and more thickly settled provinces. 

At the very first Session of the Alberta Legislature in 1906 

the possibility of a provincial telephone service was discussed. 

The wide area covered by the rapidly growing settlement, com- 

bined with inadequate highway facilities and the isolation of the 

rural settlements, evidently created a demand for this service, 

already well established in the older provinces. It is doubtful if 

anyone will seriously question the contribution which the inven- 

tion of the telephone has made to farm life in rural districts; 

neither will anyone seriously question the right of rural districts 

to secure the advantages of this service. 

There were only three possible methods by which a telephone 

system could be developed in the Province; firstly, as a private 

commercial undertaking, either by individuals or by a corpora- 

tion; secondly, by the Provincial Government undertaking the 
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development as a public enterprise, as in the province of Mani- 

toba; and thirdly, by the Provincial Government developing the 

main transmission lines and the toll service, leaving the 

responsibility for rural lines to local rural companies, as was done 

in the province of Saskatchewan, or by municipalities as in some 

of the older provinces. 

The Bell Telephone Company at that time furnished tele- 

phone service for the city of Calgary, while in the city of 

Edmonton the service was owned by the municipality. The Bell 

Telephone Company was unwilling to undertake rural service as a 

commercial proposition. There has always been strong public 

support in Western Canada for the public ownership of utilities 

of a public nature. After due deliberation, the Government of 

the Province therefore purchased the undertaking of the Bell 

Telephone Company in the city of Calgary and choosing the 

second alternative, proceeded to inaugurate the telephone service 

as a public utility throughout the Province. Construction of pole ; 

lines was vigorously undertaken and for a number of years con- 

struction work was carried on rapidly until the greater part of the 

Province had been provided. with rural service. 

It is now clear that from the beginning the rate structure 

was inadequate to pay overhead charges and provide a sufficient 

replacement reserve to take care of depreciation. 

As early as 1917, some doubts arose as to whether this 

provincial system was being conducted on a proper commercial 

basis. Expert advice was sought by the Government in that 

year. The report which followed on March 20th, 1920, pointed 

out that no adequate prov:sion was being made for depreciation 

or replacement, and a recommendation was made that a land 

frontage tax be levied, as was being done in the province of 

Saskatchewan for the support of rural lines in that province. It 

is probably more difficult for a provincial government to increase 

rates for a utility of this kind than is the case where the utility is 

being operated by small rural companies where the shareholders 

or subscribers are able to have a clear understanding of the cost 

of operating the service. However, the report recommended an 

increase in the rate structure and definitely warned against the 

danger of expansion in the rural service. Notwithstanding this 
advice, the Government of the day, although increasing the rate 
structure slightly on June 8th, 1921, proceeded immediately with 
a very formidable program of rural line expansion, even though 
the cost of material had increased very substantially during the 
years following the close of the war. 

This expansion was influenced to a large degree by the 
unwise settlement of large tracts of land in what is known as the 
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“drought area’. Thousands of acres of land suitable only for 

grazing purposes were brought under cultivation. This thickly 

settled area had to be provided with social services including 

hundreds of miles of rural telephone line and local exchanges. 

Immediately following the period it became quite obvious that 

this land was entirely unsuited for farm purposes and those who 

were financially able to do so left the district for other parts. 

The Government was faced with the serious problem of rehabil- 

itating or otherwise caring for those who were unable to care 

for themselves, besides having to take care of the capital debt 

on non-productive utilities, many of which have since been aban- 

doned. The revenues from the telephone system were insuffi- 

cient to carry the added burden and provide interest and replace- 

ment reserve even for the productive portions of the system. 

An examination of the operation of the Alberta Government 

telephone system from the years 1919 to 1935, inclusive, shows 

that in only three years of that time the Telephone system was 

able to pay its way and show small surpluses. This was between 

the years 1928 and 1930, which years were regarded as the most 

prosperous period of the past two decades. 

Wollowing 1930, the situation became much more difficult 

due to the decline in Provincial revenues generally and the result- 

ing difficulty of making provision for the heavy losses in the 

entire service. In many sections of the Province the number of 

subscribers had fallen until in some communities there was 

hardly a subscriber to the service remaining and many miles of 

lines required rebuilding. 

In 1934, Mr. Harry Barker, a Consulting Kngineer was in- 

vited by the Government to report on the property and business 

of the Alberta Government Telephones. In his report he pointed 

out that a large part of the rural system would either have to be 

abandoned or rebuilt at a cost of approximately four and one-half 

million dollars. He stated that the main part of the system was 

being operated along accepted lines of telephone practice else- 

where; he praised the exchange and toll property as being in con- 

formity with the latest accepted standards of construction; he 

also reported favourably on the general administrative practice 

of the staff employed by the Department. He recommended 

that the rural properties be sold at scrap value to local non- 

profit-making companies which would maintain, renew and oper- 

ate the service at such standard as was considered advisable, 

and expressed the opinion that the value of the Government 

system after eliminating the rural section would be approxim- 

ately $16,835,686, as at March 31st, 1933. 
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His recommendation that the rural properties be sold at 

scrap value to local operating companies confirmed recommenda- 

tions that had previously been made by the Officials of the 

Department. The Government decided to follow this advice and 

commenced negotiations with subscribers in the various rural 

districts with the result that practically the entire rural system 

has now been sold to a large number of small rural companies. 

The Province’s net debt attributable to the telephone service is 

approximately $25,419,700. Of this amount approximately 

$12,428,900 may be considered as a loss in investment. It is 

doubtful, however, if this entire loss can be attributed to the 

rural system. It is probable that a fair estimate of the loss 

arising solely from the operation of the rural lines would be 

approximately 10 million dollars. 

The entire remaining system at present is making sufficient 

revenue to pay all operating expenses and one-half of the interest 

charges on the entire debt of $25,419,700 and during the past 

fiscal year, in addition provided $317,000 towards the total 

estimated annual depreciation reserve of $600,000 and it pro- 

vided $50,000 as a reserve for uncollectible rural accounts. 

The Bank of Canada Report, while very critical of the tele- 

phone policy inaugurated in the Province of Alberta, states that 

the Manitoba system was completely self-supporting and making 

good progress in writing off early deficit. It also points out 

that the Saskatchewan telephone system was self-supporting. 

It is only fair to point out that the Manitoba system was 

established on the same basis as that in this Province. Its com- 

parative success can easily be explained by the fact that the City 

of Winnipeg comprises approximately one-half the population of 

the Province and the revenue from the urban part of the system 

is able to carry the rural part, especially as the rural population 

is settled over a comparatively small area and this rural popula- 

tion is more thickly settled than in Alberta. 

It is true that in Saskatchewan the rural system has been 

fairly successful. Out of a total investment of approximately 

17 million dollars the debenture debt has been reduced to a little 

more than four million dollars. Approximately one-half the 

rural companies are in default with respect to principal and 

interest on the remaining debt but the latest report of the 
Department of Telephones in that Province indicates there is 
some improvement in this respect. The question might fairly 
be raised, however, as to whether the assets of these rural com- 
panies could be made to realize anything like the large investment 
that has been made. Undoubtedly the system in Saskatchewan 
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has involved a heavy financial burden. In that Province the 

burden has fallen entirely on those who had the benefit of the 

service while in Alberta the loss has fallen upon the entire tax- 

paying population of the Province. 

It is recognized that the Province must assume full responsi- 

bility for the adoption of a policy of rural telephone construction 

as a provincial undertaking. It must also assume responsibility 

for losses sustained as a result of inadequate rates or other 

administrative expenditures. It is submitted, however, that 

much of the criticism of the financial record of the Province in 

the Bank of Canada report and elsewhere has failed to take into 

consideration the fact that the problem of providing this service 

was aggravated greatly by the rapidity and the wide dispersion 
of settlement, and that by reason of the effect of improved high- 
ways and the invention of the radio a very substantial loss must 
inevitably have fallen upon some body of investors, even if other 
means of providing the service had been followed. 

5. ALIENATION OF MINERAL RIGHTS 

Indirectly, a further problem was created for the 
Provincial Government in the loss of revenue it has sustained by 
reason of the policy of the Dominion in including mineral rights 
in its grants of land by way of subsidies to the various railway 
companies and to the Hudson’s Bay Company. This problem 
is all the more serious because, with the development of the oil 
resources of the Province, the loss of revenue from this source 
will no doubt increase from year to year. Many of these rights 

were granted before the Province was formed in 1905. 

It has not been considered necessary to trace the loss from 

this cause through all the years from 1905. An examination of 

the figures from the beginning cf the fiscal year 1936 to the 

present time will indicate how serious is the loss to the Province. 

In the year 1936, the total coal production of the Province 

was 0,696,375 tons with an estimated value of $14,720,000.00. 

Of this production, 1,898,045 tons with an estimated value of 

$4,901,227 was taken from free-hold land. In other words, ap- 

proximately one-third of the total production was from free-hold 

land and this same percentage will no doubt apply generally from 

year to year since 1905. The Province loses its royalty on this 
proportion of coal production and will no doubt continue to do 
so in the future. 

In the fiscal year from March 31, 1936, to April 1, 1937, the 

oil production was as follows:— 
Barrels 

(Garon saa NBL ACIS -combensemocsdooonck tone e nee eater 962,912 
IMRSSSINGMC! WAIAGIS se, Aecetcoss sclera eben nacmenee 484,749 

Aol ,,,, oe ee ee 1,447,661 
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From April 1st, 1937, to December 31st of that year the produc- 

tion was as follows :— 
Barrels 

Crown. ‘Liands: \.....cc cere eee tee 1,126,459 
Free-hold Lands (2.003.222 1,240,125 

Total (oh cate eee ee 2,366,584 

In other words, the Province loses the right to collect royal- 

ties on appoximately 48.5 per cent of the total oil production by 

reason of these alienations; and it is probable that the loss will 

continue in equal ratio in future years. 

It is true that the Alberta Natural Resources Commission 

awarded the Province the sum of five million dollars as compensa- 

tion for losses sustained by the Province by reason of alienations 

of the resources made by the Dominion during its administration. 

The Commission however was limited in its investigation of 

alienations made since 1905 only, whereas large areas were 

alienated prior to that date. Furthermore, oil development has 

proceeded very rapidly since that Commission made its investiga- 

tion and the extent of the loss was not known at that time. The 

above figures with respect to oil production in 1936 and 1937 

will show at a glance how inadequate was the award and will 

also show why the award has so far not been finally accepted by 

the Province. 

It is submitted that any examination of the financial position 

of Alberta which fails to take into account the problems discussed 

in this chapter cannot be a fair and unprejudiced examination of 
the financial problems of the Province. No other Province in 
Canada, in the comparatively short space of a third of a century, 
has been compelled to grapple with as many problems forced 
upon it by circumstances beyond its control. The Province of 
Saskatchewan it is true in recent years has been confronted with 
drought conditions of great magnitude and also shares with 
Alberta the misfortune of having had much of its mineral re- 
sources alienated by another Government. The problem of the 
dry area in that Province, however, did not appear as early in 
its provincial history nor was there developed in that Province 
the intensive demand for irrigation development which developed 
in Alberta. The mineral resources of that Province are not as 
varied or as great as those of Alberta and therefore the alienation 
of mineral rights has not had the same effect upon its current 
revenue. Saskatchewan has had no northern area comparable to 
the Peace River Country demanding provincial action with respect 
to railway facilities. British Columbia has had its railway prob- 
lem but it has had no settlement problem comparable to that 
created by the settlement of the dry areas in the southern part of 
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Alberta. That Province has had control of its mineral resources 

from the beginning. Ontario had its problem of providing rail- 

way facilities for the rich mineral areas in the northern part of 

the Province but by the time that demand occurred, the Province 

was well settled and well developed and financially able to meet 

the problem. The influence of that Province in the Parliament 

of Canada was sufficient to obtain for its substantial financial 

assistance for the construction of the Provincial Railway. 

As shown in the preceding pages, a very substantial part of 

the public debt of this Province is accounted for by expenditures 

made by the Province in its early years in attempting to grapple 

with these problems, while huge sums have been spent in pro- 

viding relief for settlers in the dry area. As will be shown in 

succeeding chapters the productive capacity of the agricultural 

lands of Alberta have been reduced by freight rates higher than 

those obtaining elsewhere in Canada and by the effects of a 

national tariff which rested heavily upon the agricultural pro- 

ducers of this Province. The problems discussed in this chapter, 

therefore, form the background against which the whole financial 

background of the Province must be examined and are essential 

to any consideration of the future financial relationships of the 

Province of Alberta and the rest of the Dominion. 



CHAPTER VI. 
SECTION |. 

Variability of Income 

One of the outstanding economic characteristics of the 

Prairie Provinces is the relatively great variation in the net 

incomes of the population. Under existing circumstances, this is 

due, in the main, to the almost complete dominance of agricul- 

ture—especially wheat—as the source from which such incomes 

are derived. This marked variation in incomes arises not only 

from the violent price fluctuations resulting from artificial 

monetary causes and restricted markets, but also from the 

erratic crop yields, which are a natural result of the uncertain 

climatic conditions of this wheat growing area. Therefore even 

if the causes of fluctuating prices and unstable markets are 

removed, so long as wheat production remains the main econ- 

omic activitv of the Prairie Provinces. incomes will tend to 

fluctuate with the climatic conditions. The only lasting solu- 

tion would be to develop a more balanced economy in Western 

Canada under a reformed financial system, which will protect 

both consumers and producers in the Dominion until similar 

steps are taken by other countries to remove the vagaries of 

world markets. This is dealt with elsewhere. 

However, in this chapter the serious handicaps which the 

variability of incomes imposes upon the Prairie Provinces are 

dealt with under conditions as they are, mainly to indicate with 

all the force it deserves the severe hardships which are being 
imposed on Alberta because of the heavy fixed charges to which 

her production is subjected, handicapped as she is by being 

oblized to sell in unstable and uncontrolled world markets and 

to buy in protected Eastern markets. The brunt of these dis- 

abilities is being borne by the Province because of her obligations 

under Confederation; obligations for which, it is submitted, the 

Province should be recompensed. At present, Confederation 
operates as an overwhelming liability to the people of the Prov- 
ince, instead of being an asset. 

It would seem that the tendency is for the burdens of Con- 
federation to increase with the distance from the Atlantic to the 
Rockies, and the advantages to increase with the distance in the 
reversed direction. Placed as she is, Alberta is only too well 
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aware of the danger to the fabric of Confederation which the 
present economic arrangements constitute. 

The dominating position of agriculture, and especially of 

wheat-growing, in the prairie economy is a matter of common 

observation, but is also indicated by the Dominion Bureau of 

Statistics computation of the market value of net production in 

the Provinces and in Canada as a whole. During the period 

from 1923-28, 36 to 40 per cent of the value of Canada’s net 

production arose from agriculture, compared with about 90 per 

cent of the net production in Saskatchewan, 75 per cent in 

Alberta and 60 per cent in Manitoba. Of course, this does not 

mean that these proportions of the population were engaged in 

agriculture, as the Dominion Bureau of Statistics estimate of 

net production covers only the production of so-called “form 

utilities” and excludes production of financial, transportation, 

merchandising, public utility, professional, governmental and 

other non-form utilities. The proportions of the gainfully em- 

ployed whose products were included in the Bureau’s estimate 

of net production, as reported in the 1931 census, were as 

follows: 
(OBUGEICIRL «2h Searles een ak  Caeenn De ene Seen ee 62.52 
IMIS TREO) CV), RRR ie one er eee a eee 59.55 
SelS Keel CICA ZC aa eee eee sate ce Macs cP R Ra 71.88 
PIN GY SSO, a ia oe a ears Re 68.65 

The following is a rough calculation of the approximate pro- 

portions which agricultural production comprised of the total net 

production of both form and non-form utilities, in 1923-28, 

assuming net production per person engaged in production of 

non-form utilities to be the same as those producing form 

utilities: 
( CRWAECR ~ Semen kta Oo at) et dee ae haere 22% to 25 
IVE AMICOD Quer tert atte ete. ceincnd cieteeenctee 36 
AS IKAIL ClICWUR eeetcernecetemec ta Monsstrecear cetera 65 
EAC Cite et tet aes, eee et ae Meee Mee 51% 

It must be emphasized that this is only a rough estimate, since 

none of the production of non-form utilities has been counted as 

agricultural production, although some of it may have entered 

directly into the production of agricultural goods, since some 

processing of agricultural goods, which is really manufacturing, 

is included in the Bureau’s estimate of agricultural production; 

since what some authorities consider an insufficient allowance 

for expenses of production has been used for deriving the net 

value of agricultural production from the gross value; and since 

a similar necessary roughness exists in the calculation of the 

other components of net income. If all allowance were made, 

however (especially if it be considered that much of the value 

of local production which is not agricultural is in reality very 
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closely dependent upon the agricultural income), it is evident 

that the calculation above certainly does not over emphasize the 

dependence of the income of this region upon agriculture in the 

period 1923-28. 

The proportions of the net value of agricultural production 

to total value of net production of form utilities declined 

markedly during the depression, reaching a low of 23 per cent 

for Canada, 60 per cent for Saskatchewan, 47 per cent for 

Alberta and 30 per cent for Manitoba. Although there probably 

was some slight tendency toward shifting from agricultural 

production to other lines during these years, the principal explan- 

ation must lie in the decline of income from agriculture per 

person engaged. The proportions of persons engaged in the var- 

ious occupations could not have changed greatly. 

TABLE I. 

PROPORTION OF THE NET VALUE OF PRODUCTION ARISING FROM AGRICUL- 
TURAL PRODUCTION IN CANADA AND THE PRAIRIE PROVINCES | 

Year Canada Manitoba |Saskatchewan Alberta 

1920 41.3 60.0 86.8 fGeme 
1925 40.4 61.8 92.8 HO 
1930 22.8 31.9 56.9 47.0 
1934 28.3 44.8 76.1 66.8 

The dominance of agricultural production by wheat needs 
little demonstration. The proportion of field crop acreage in 
this crop has averaged close to 60% since 1926, and it has 
been even more important relatively as a source of income. 
In the census of 1925, there was only one census division in 
which the income per farm, from animals and animal products, 
averaged over $700.00, while considerable areas reported 
$3,000.00 or more from field crops, largely wheat. The follow- 
ing tables speak for themselves. 

TABLE II. 

PERCENTAGE OF FIELD Crop AREA IN WuHEaAT(1) 

Province 1921 1926 1931 

Manitoba s2tacntn ae ee A8 33 43 
Saskatchewan 66 69 67 
Alberta, c5. 5 eee ee 57 67 57 
Prairie Provinces ne 60 62 60 

(1) Agriculture, Climate and Population of the Prairie Provinces of Canada. 
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TABLE III. 

ESTIMATED Gross AGRICULTURAL REVENUE OF CERTAIN PRovINcES, 1935 
(In Millions) 

; Saskat- 
Alberta Manitoba Cheat Canada 

elm CLODSmM a te. t. ac $ 97.7 $32.7 $114.3 $506.6 
(Wheat) adbicasipteerneaReann (60.2) (14.2) (85.3) (173.1) 

else ZaUBAMAUIS | suasoosoccenacows 21.4 Tee! 16.3 120.1 
tsar OCUICES erent 14.3 10.5 13.8 191.5 
Fruits and Vegetables .. Dee 1.6 2 49.8 
Powltrymandeierst ses... 4.5 5) ine 50.4 

MNO MUENIA. o>. catentanae $141.1 $56.5 $154.9 $943.1 

Source: Canada Year Book, 1937, pp. 234-5, 238, 242-3. 

It must be pointed out that, so far as variability of income 

is concerned, production of live stock and dairy products in the 

Canadian West is subject to much the same causes of variability 

as production of wheat, so that the fairly considerable pro- 

portions of agricultural production made up of these branches 

does not indicate very great tendency toward stabilization of 

returns or income. 

SOURCES AND MEASURES OF THE VARIATIONS OF 

PHYSICAL AGRICULTURAL PRODUCTION 

Agricultural production, especially wheat production, is, 

under the best of circumstances, subject to great variation in 

yield. The region in which Alberta is located is one in which 

it is subject to especially great vagaries of nature. Much of 

the area often suffers from drought, a portion is exposed to 

high losses from hail and, in other portions, frost is an important 

factor in crop losses. Generally speaking, the areas of greatest 

variability are also those of low average yield. This is especially 

unfortunate since low average yield means extensive farming 

—a large number of acres per man—and a smaller average 

margin of net return per acre in proportion to average yield 

than in areas of good yield. 

The climatic factors influencing the volume of agricultural 

production in the Prairie Provinces have been adequately an- 

alyzed elsewhere,“) and it is necessary here to present only the 

broad outline. The most important consideration is rainfall. 

Rainfall is variable in most parts of the world but is relatively 

highly variable here. What is more important is that moisture 

(1) See W. A. Mackintosh, Prairie Settlement, the Geographic Settlement, Chapters 
I and IX. 

W. A. Mackintosh, Economic Problems of the Prairie Provinces, Chapter II. 
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is scanty over a large part of the region, the average annual 

precipitation being less than 10 inches in some parts, and no- 

where going much above 20 inches. Under such circumstances, 

the margin of safety in agriculture is, at best, small. It is neces- 

sary to follow practices designed to conserve moisture over much 

of the area. Thus the variability of rainfall from year to year 

(and especially the yearly variability of rain falling in the Spring, 

Summer and Fall) becomes of great importance. In some areas 

average rainfall may be just favourable, but a wide variability 

means that in many years precipitation is inadequate for good 

yields. In other areas, even the average precipitation is insuffi- 

cient for good yields and success comes only in years of better 

than average rainfall. 

The normal distribution of precipitation in the region is 

illustrated in charts published by the Dominion Bureau of 

Statistics. Meteorological data from this area are not available 

for sufficient years to afford conclusive evidence of the long ~ 

run character of the climate but must be utilized in the absence 

of more adequate data. 

Variability of precipitation may be shown in two ways, by 

a technical measure of variation!) and by a measure of the pro- 

portion of years in which rainfall comes below a specified level 

(generally the minimum level necessary for fair crops, given 

fair temperature, wind conditions, etc.). 

The charts previously mentioned, show that the areas of high 

relative variability in rainfall are also those of low average 

precipitation. In part this is the result of our statistical methods, 

since the measure of variation is such that a given number of 

inches difference in the rainfall from one year to another tends 

toward a higher index of relative variability in a region of low 
average rainfall than in one of high average. None the less, 
it indicates the location of one of the “problem areas” of the 
wheat growing West. Since the data used cover a period in 
which the experience of the recent years of drought in Southern 
Saskatchewan and South Western Manitoba, carry relatively 
less weight than may be necessary for a longer run view, these 
charts show a heavy concentration of such “problem areas” in 
Alberta. 

Figure 1 shows the areas in which 35 per cent or more of 
years had a rainfall less than 8 inches, during the growing season 

(1) The measure used is the coefficient of variation. It gives the proportion which the “typical” deviation of actual figures in a series from the average of such 
figures bears to the average itself. For our purposes the relative sizes of the co- 
efficients in different areas is important, but also important is the generally high level of all the coefficients indicatin ; “ fe " 
anywhere, g a very slight “steadiness” of rainfall 
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and preceding fall. Such years are years of partial or complete. 

crop failure and definitely “bad” years from the viewpoint of 

the farmers. It will be noted that this area also corresponds 

roughly with the area of low mean annual precipitation. 

Not only is there danger of loss of crop from drought, but 

losses are often incurred from frost. No substantial volume of 

data is available on this point, but in Alberta at least the most 

exposed area is one in which the risk of loss from drought is 

least. Spring frosts are not of great importance unless severe, 

but fall frosts inevitably influence the quality of wheat con- 

siderably. 

Certain sections of Alberta are also exposed to an unusually 

high loss from hail. A comparatively small portion of the total 

acreage was insured through the Alberta Hail Insurance Board, 

but the loss experience is of some interest as indicative of the 

variation among years and possible wider general experience. 

The loss was lowest in 1933 with 2.4 per cent, and highest in 

1927 with 17.1 per cent. The average loss over the sixteen-year 

period was 8.6 per cent of the total risk. When it is realized 

that the maximum recorded in other sections of North America, 

seldom reaches the average loss recorded in these data, the 

importance of this source of loss is realized. 

TABLE IV. 

HaIL INSURANCE LOSSES OF THE ALBERTA Hain Boarp, 1919-34(1) 

Year Acres Insured Per cent of loss 
to risk 

TOLD | eee ece cc anne ee oe 2,180,518 3.8 
1920 ae ee Rasen de eee ae ee ae 2,332,081 4.0 
1921 2,266,736 10.6 

1,570,707 Zo 
2,248,240 11.4 
958,695 5.5 

1,148,545 6.3 
1,139,064 6.3 
1,550,676 ibe al 
1,328,432 12.4 
887,532 ie 

1,246,487 16.0 
293,048 9.6 
452,599 3.1 
188,171 2.4 
255,724 10.2 

20,047,255 8.6 

(1) A report on the Rehabilitation of the Dry Areas of Alberta and Crop Insur- 
ances (2019). 

These climatic factors and others, such as temperature and 
wind variations, weed, fungus and insect infestations, etc., to 
which we have not specifically referred, combine to produce a 
high variability in crop yields and quality. Since wheat is the 
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most important crop the resultant variation has been examined 

on the basis of this crop alone and the examination is confined 

to quantity. The values of the coefficients indicate an unusual 

variability. Variation has been greatest along the Alberta- 

Saskatchewan boundary toward the south. The coefficients of 

variation for the three provinces, and important wheat states in 

the United States are compared in Table V. Variations of yield 

have been greatest in Alberta, with Saskatchewan and Manitoba 

following in the order named. These Provinces evidently lie 
in the area of greatest variability on the North American con- 
tinent. 

TABLE V. 

COEFFICIENTS OF VARIATION FOR WHEAT YIELDS IN THE PRAIRIE PROVINCES 
AND CERTAIN STATES IN THE UNITED STATES 

Area Mean Yield ©0efficient 
of Variation 

RSS EIE RS, cacy ASEAN MPA c AAT Bact RROD OREN Ao er 17.24 36 
Saskatchewan oe 14.59 33 
Manitoba 2... : 15.97 26 
Minnesota _........ is aoe 23 
SOE MMO) oO Cae ee ema hen Mo estcticcneriaetecwactl oaiRosce 36 
North Dakota .. oe eee 36 
Montana s.. ce ia aie 33 
Wisconsin .. et > due 16 
THORWAEY. . ssoceaccosadseceeibno ase MeuneNe i Se ae USER at ere SREU AEE eee ODOT sett 13 
HA Os eR eee OB ae OE noc iN cay ge levestiatis ily 
ALTUGliel 1) eee Oe ee Ree ONT pea ANUS atom aR uinc Fall 
(© ln Oe ee trimer eb ee etm atch uaa — aedasus 22 
WVIESSOU TE enn eee tee rrr err. ceeicmeehocuatsue © sbecnees 18 
ING Dias al meee ee te eRe ree eee hmestsitecesctses  _eeeatnden oA 
G21 S cl Sane reas ee Ret eh ence anh hG MK a iteacicectehace 8 (ida vaeise pe 
(QURSIGTNGTEME). gsetsssocesebedsaGebuce Grech ec RAR Sto eee EEC SOc CeCe 25 
IVES 21S eR RE SE ee POE ENN, ce E CS enaeateceteteees) © x'enedabas 29 

The absolute figures of yields, from which this table is 

computed are in the tables showing yield, price, and acre values 

of wheat in the Prairie Provinces in the Appendix, Tables XIX, 

XX and XXI. 

THE VARIATION IN GROSS VALUE OF PRODUCTION OF WHEAT HAS 

BEEN GREATER THAN THE VARIATION IN PHYSICAL 

PRODUCTION 

Variations in price of wheat as well as in yields and quality, 

vitally affect the level and variability of income of the wheat 

farmer. If low yields were always accompanied by high prices, 

his income would necessarily be more stable than that indicated 

by the yield experience; while if changes in yield were accom- 

panied by stable prices, it would be merely as unstable. Unfort- 

unately, there does not appear to have been any regular rela- 

tionship in the past experience, and low yields are as likely to be 
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accompanied by low as by high prices. This is shown in Table 

VI® in which are given the coefficients of variation for yield 

per acre of wheat, reported farm price per bushel, and gross 

value per acre for these provinces. The variability of gross 

value per acre from wheat has been considerably greater 
during this period than the variation in yield, in each of the 

provinces. That is, variations in the price of wheat between 

1910 and 1936 have been an even greater cause of fluctuation 

in the value of wheat per acre than the variation in yields. 

TABLE VI. 

COEFFICIENTS OF VARIATION FOR WHEAT YIELDS, FaRM PRICES AND PER 

AcRE GROSS VALUES IN THE PRAIRIE PROVINCES, 1910-1936 

Province Yield Price Value 

AIDS taececcceerraeeert peers 36 Sp 56 
Saskatchewan: cers eres 33 55 49 
Mani tO alin ace eee eee 26 ne 5D 

A special accentuation of the variability in the gross value 

of production per acre of Western agricultural products, arises 

from the high and relatively rigid transportation and handling 

charges, which must be deducted from world prices in order to 

discover farm prices. The influence of these charges upon price 

variability is well known; prices in the higher priced market, 

fluctuate relatively less than in the low priced market. Alberta 

rests upon the very apex of the transportation structure in 

Canada; thus this effect is felt more severely here than else- 

where. While the transportation and handling costs are not 

entirely rigid, lake and ocean shipping charges tending to decline 

at least with depression and frequently with low yields, the 

long rail-haul required by the export goods of most of Western 

Canada, introduces a high degree of rigidity. Table VII and 

Figure 2 demonstrate the foregoing. 

TABLE VII. 

COEFFICIENTS OF VARIATION OF WHEAT Pricrs(2) 

1913-30 1921-30 
No. 1 Northern, Liverpool 72.50) eee eee oH 16 
No. “1 Northern): Winwipes 4. 31 15 
No, |] Northern, Regina seee..cee 34 17 
No. 1¢Northert \Calgarye cs = eee 35 20 

(1) It must be noted that the variation in farm price per bushel, represents the 
larger proportional variation that is felt in farm prices than in world prices 
due to the relative rigid transportation and handling differential. (See later). 

(2) Mackintosh: “Economic Problems of the Prairie Provinces,” p. 22. 
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While a previous table (Table VI) has given the coefficients 

of variation for farm prices of wheat in the Prairie Provinces 

for the years 1910-36, and Table VII has also shown the extent 

of variability, it is desirable to have an indication of the actual 

fluctuations of these prices in the depression years. In addition 

to the tables showing yield, price and acre values of wheat in 

the Prairie Provinces (in the appendix, Tables XIX, XX and 

XXI) the following table provides bases of comparison of the 

prices of all field crops in the separate Prairie Provinces as com- 

pared with those of the Central Provinces. 

TABLE VIII. 

INDEX NUMBERS OF PRICES OF ALL FIELD Crops, 1926-36 

Year Quebec Ontario | Manitoba Saskat- Alberta 
chewan 

100.0 100.0 100.0 100.0 100.0 
103.7 97.9 LOT 93.9 97.9 
93.6 93.3 94.8 76.5 81.0 

110.0 92.5 111.9 104.0 106.0 
86.4 68.9 46.6 42.7 46.4 
a5; 47.7 A0.4 37.2 40.1 
50.5 44.6 af 32.9 Sie 
48.5 52.0 46.9 44.5 46.0 
70.6 55.0 61.5 59.8 58.6 
60.0 50.6 46.4 51.6 52.6 
65.5 62.6 717.8 80.7 80.6 

Source: Monthly Bulletin of Agricultural Statistics, January, 1937, p. 29. 

It will be observed that the prices fell earlier in the west, 

than in the east and were generally at considerably lower levels, 

especially as compared with Quebec. The rise in 1936, however, 

carried prices in the Prairie Provinces higher, relative to 1926, 

than in the east. This must not be interpreted as meaning that 

the actual level of prices in the west was above that in the east. 

Actual prices remained lower, largely because of transportation 

costs. Prices rose in both areas, relatively more in the west, 

and the difference in relative levels developed during the depres- 

sion years changed. The important point is that the range in 

fluctuation was considerably greater in the west. It should also 
be kept in mind that the years of depressed prices were also those 
of low crop yields in the west and that relative incomes from field 
crops showed an even greater variation. 

Similar information is given in Table IX which presents 
roughly estimated indexes of wholesale prices of goods produced 
in the Prairie Provinces, a more general series than the fore- 
going, which is, however, also dominated by the price of wheat. 
For comparison it also presents indexes of wholesale prices of 
goods produced in the Central Provinces. These indexes are 
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secured by weighing the appropriate group indexes comprising 
parts of the wholesale price index for the whole of Canada, by 
the relative importance of each type of net production in the 
particular province. This comparison certainly understates 
rather than overstates the differences between the compara- 
tive price fluctuations in the Western and Central Provinces, 
Since the average prices of agricultural products for Central 
Canada exceed those for Western Canada and relate to a larger 
proportion of products which do not fall as rapidly in price. 
Similarly manufacturing and non-agricultural primary produc- 
tion in the West is of goods more variable in price than products 
of similar industry in the East. 

TABLE IX. 

INDEXES OF WHOLESALE PRICES FOR Goops PRODUCED IN SPECIFIED 
PROVINCES (1926=100) (1) 

PROVINCE 
Year ; : Saskat- Quebec Ontario Manitoba Hera Alberta 

92 Gao 100.0 100.0 100.0 100.0 100.0 LDC ATh co ee nacnes wate 98.0 98.1 100.0 101.6 100.6 
LOOP AS daa sete 97.0 96.8 98.7 100.3 99.1 
TUPAC Seen 95.8 95.7 98.3 100.2 99.0 LOS OR: 86.9 86.5 84.8 82.9 83.8 
LOST meres tase 5. 72.6 71.6 64.7 58.3 61.9 
OS 2a eee 66.7 65.9 57.9 50.7 55.1 
1933 Bee ee oth 66.5 66.2 59.3 53.0 56.8 
1934.8 Joke 70.5 70.2 65.2 60.5 63.4 
G3 Saeco 68.6 68.7 65.7 63.8 65.8 

(1) These indexes have been computed by weighing the indicated group price indexes of the Dominion Bureau of Statistics by the relative values of net pro- duction in the various provinces in 1926. Trapping and custom and repairs, which are relatively unimportant groups, have been omitted. 

Weight—Net Value of Group Price Index we Production 

Canadian farm products Agricultural products 
Articles of forest origin Forestry 
Articles of marine origin Fisheries 
Articles of mineral origin Mining 
Computed kilowatt rate Electric power 
Producers’ materials ; 

Buildings and construction Construction 
Fully and chiefly manufactured 

Aggregate combined index Manufacturing 

Prices fell the most in Saskatchewan, followed by Alberta. 

At the low point in 1932 the index for Alberta had fallen 44.9 

points, while that of Ontario had fallen 34.1 points. Compared 

to the relationship that had prevailed in 1926, the level of prices 

of goods produced in Ontario in 1932, was nearly 20 per cent 

above that in Alberta; and nearly 30 per cent above that of 
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Saskatchewan. Disastrous as were the price declines in the 

Central Provinces they were considerably less than in the Prairie 

Provinces, and could not have paralyzed the economy as greatly 

as those in the West. 

THE VARIATION IN NET INCOME FROM WHEAT EXCEEDS THAT OF 

GRoss INCOME 

The farmer’s net income from wheat per acre, varies even 

more than this large variation in the gross value of production. 

This is because in wheat production there is a considerable body 

of costs involved in production, which bear little relation to the 

resulting yield. Taxes and interest charges go on in years of 

good or bad crops, and good or bad prices. Land must he 

ploughed and seed sown regardless of the size of the resulting 

crop, and indeed the farmer himself must live. Some of the 

prices of the items entering into these necessary expenditures, 

vary with good or bad conditions, but to nothing like the extent 

of variations in gross value of production. Many of them are 

products of the industrial Central Provinces, with relatively 

rigid prices. The high degree of rigidity of prices of such goods 

in Eastern markets, is intensified by the addition of almost ab- 

solutely rigid transportation charges. A smaller group of other 

costs varies with the size of the crop, but not appreciably with 

the price received for the product; such are harvesting and 

threshing costs. In order to analyze these variations in net 

income, records of expenditures would be necessary from many 

farms over a long period of years. No such records are avail- 

able in Alberta, but the general nature of the magnitude and 

character of these expenditures is sufficiently known to war- 

rant a rough calculation. 

All studies of farm costs show wide variations between 

different producers. Moreover, the determination and allocation 

of farm costs involve questions of a highly controversial nature. 

Any computations must be subject to many qualifications and 

exceptions. However, in order to indicate the manner in which 

costs operate to produce larger variations in net income than 
in gross income the calculations given below in Tables X and 
XI_ have been made. The basis of estimate is the one that 
appears most reasonable in the light of available studies. The 
results are to be considered illustrative only, although it is 
thought that they are reasonable. Assumptions of higher or 
lower costs, or a different proportion between fixed and var- 
iable costs, would change the variation of the calculated net 
incomes. Unless the assumptions are widely in error, however, 
the general conclusions would be unchanged. Several studies 
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of restricted groups of farms have been made by the University 

of Saskatchewan, and the Food Research Institute has examined 

and analyzed the available data, for both pre-war and post-war 

periods, in the spring wheat belt. 

TABLE X. 

CasH OPERATING EXPENSES PER ACRE OF WHEAT IN THREE 

SASKATCHEWAN DiIstTRICcTS.(1) 

Expense Belbeck Melfort Swift Current 
1925-26 1925-26 1927-28 

WENCELMSe ok i $ 4.90 $ 4.97 $ 4.62 

(SO WUETIA Sy ace teen eee eee 6.85 7.06 6.85 

TRO MIPWhyaee ree eete e $11.75 $12.03 $11.47 

(1) Mackintosh: “Economic Problems of the Prairie Provinces,” p. 29. The data are 
taken from University of Saskatcnewan College of Agricul.ure Bulletins, Nos. 
37, 43: and 52. 

TABLE XI. 

AVERAGE ITEMIZED YEARLY COSTS PER ACRE, EXCLUDING LAND CHARGES, OF 

PRODUCING WHEAT IN THE SPRING WHEAT BELT, UNDER PRE-WAR 

AND POST-WAR CONDITIONS BY AREAS,(2) 

Pre-war Post-war 

Yield Cost Yield Cost 

INGUENOVEISOUY 2. csssedosasnnoasdoncooes 14.0 $ 7.95 14.5 $12.59 
INIGIA. IDEURONEL, js ccxdnosabobesene JULI 7.36 11.4 11.14 
SO@UA, IVC sacconsscanooosae 10.9 6.65 11.8 10.08 
INA Woyali wie Tae 6 See Sere SES Bore 24.8 10.23 14.5 14.22 
IMESTRURHOIOKS) 4) as nccandonsnsiodnbosees 17.8 8.96 14.9 13.29 
Saslvall Che vclllaeeee ee eeneaee 18.3 10.63 16.4 IS}-oHe 
PAID GL amen eines cerceee reese Dalal LOA I ils},ils! 

(2) Bennett, M. K.: Average Pre-War and Post-War Farm Costs of Wheat Produc- 
tion in the North American Spring Wheat Belt. Supplement to Wheat Siudies, 
Vol. 1, No. 6, May 1925, p. 27. 

From these two studies it would appear that $10.00 per acre 

may reasonably be taken as an average out-of-pocket expenditure 

per acre on wheat, with average yields during the post-war period, 

and that constant and variable costs may be divided in about the 

proportion of 70 per cent constant and 30 per cent variable. 

Using this basis for the period 1917 to 1929 and lowering ex- 

penditures $.50 per acre per year in the years 1930 to 1933, re- 

sults in the net acre incomes in Alberta during the period. These 

data are shown in Table XII.) 

(3) The computations will be found in Appendix, Table XXII. 
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TABLE XII. 

Estimate Net per AcrE INCOME FROM WHEAT, EXcLUDING LAND CHARGES 
IN ALBERTA, 1917-1935 

Year Net Income Index of Net Income 
TONG We BA ee ey Be toesee ee $21.84 399 
TOUS cd fcc re OG ee 3.56 65 
TOLD “xc cskee Ses co ack 6.36 116 
VODO oe sie Rocccensh vou eceteed eee eee 20.88 381 
1991 ° 2.et.d Ree ee eee Aa == ils! 
1999 eee —— ee == 6 
1923) “\ tient eee 6.72 123 
LODE © 2 See rcateuauiees eons havi ee cau eee eee 4.44 81 
L925 CR eae eee ee ets 9.74 178 
TO26» Seed aecn otc See ee 9.47 173 
1927 Siete Poor eal: she alae ee 14.79 270 
1h A les ae eer ite Este iat Sf ee 8 cs 3 8.56 156 
LODO Ree ee ee ncn ee 516 105 
LOB 0b eo Sh cccccesscteces ee ee = Os all 
OS Wh Mil eye eee Open Ee Reine Ren a wT noe Bee oe Te —— 2.46 — 45 
LOB D garde, Met Pec does Aee uy SN ee a sll, G0 
193396 JSS. sence eee — ele: ae 
LOB4! once et SO et eee er 1.30 24 
W935. ok ac aie cea el eee ee ee 1 20 

— Loss. 

It must be emphasized that these computations fail to de- 

duct as expenses the taxes and interest charges on land values, 

even when interest charges are being paid on mortgages. Neither 

do they count as expenses the cost of living of the farmer and 

his family. Both of these classes of expenditures are therefore 

included in the residual figure of estimated net income per acre 

of wheat. 

To translate the net income figures above (with land charges 

also deducted) into terms of the real goods the farmer buys (or 

perhaps to discover, from the net income figures given, how much 

will be available for taxes and interest payments, after a living 

is provided the farmer), it is necessary to take account of the 

fluctuations in the prices of goods the farmer buys. The gen- 

eral circumstances underlying the relative rigidity of the prices 

TABLE XIII. 
PURCHASING POWER OF ALBERTA WHEAT 

(1913-14 = 100) 

a : Searle Index Purchasing Sacer ee geo things bought Power of 
by farmers wheat 

SOLO Rete eneee 138 157 88 
127 158 80 
101 159 64 
150 162 93 
51 155 33 
47 138 34 
42 130 33 
59 124 48 
76 124 61 
80 125 64 

114 126 89 
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of these goods at their place of production, and the effect of high 

and almost rigid transportation charges in increasing the degree 

of cost rigidly in the West, have already been indicated. Table 

XIII gives the Searle Index of prices of things bought by farmers, 

in relationship to the farm price of Alberta wheat. 

It is not proposed, in this section, to attempt any estimate 

of the degree to which interest charges tend, by private compro- 

mise or other arrangement, in times of depression, to fluctuate 

with variations in net income. 

It is worth while indicating, at this point, the manner in 

which the especially sheltered position of Canadian producers of 

things farmers buy and the remoteness of Western Canadian 

farmers, operated to intensify the rigidity of prices of things 

farmers buy in Canada, in comparison with the situation in the 

United States of America. This is shown in Table XIV. 

TABLE XIV. 

INDEXES OF THINGS BOUGHT AND SOLD BY FaRMERS, CANADA AND 

UNITED STATES, 1926-36 

Prices Paid Farmers Cost of ane by 

U.S.A. U.S.A. 
Year Canada Prices Paid | mee pae a Prices Paid 

Field Crops Farmers (1913-14 by Farmers 
(1913=100) (1910-14 = 100) (1910-14 

= 100) 7 =O 0)) 

9 2 Gaerne ss 143.6 145 157 155 
COA, pean eee 138.6 139 158 153 
OD Cerne seth. o PAL SS) 149 159 155 
OD Oates 2, TOOT 146 162 153 
LOS OMe erence. 83.1 126 155 145 
Iolo eee 67.3 87 138 124 
IER oes 61.9 65 130 107 
G33 whee. 80.0 70 124 109 
IRB ea Cee 96.8 90 124 2 
OS Mm Cos 285. 80.3 108 124 125 
193 Gime en: aly 114 126 124 

This evidence of the extreme variability of the net income 

of the Alberta wheat farmer would give a false impression of 

the variability of the net income of the people of this Province 

if a large proportion of the relatively rigid charges, which must 

be deducted from gross income to make net income, accrued to 

other citizens of this Province. That this is not so, is a matter 

of common observation. The heavy adverse net balance of in- 

terest charges, the large proportion of transportation charges 

going to earners outside this Province, the large proportion of 

goods consumed which come from outside our boundaries, need 
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not be further demonstrated statistically. From a Provincial 

point of view, the picture would be brightened if there were any 

considerable segment of the economy engaged in production of 

other more stable-priced goods for shipment outside the Prov- 

ince, or in the production of goods and services for Provincial 

consumption, by other than wheat producers or those dependent 

on them. In the latter case, producers in such a segment of the 

economy might be able to more or less maintain their own in- 

comes regardless of fluctuations in net income of the wheat 

farmers. However, that the income of almost everyone in Al- 

berta is, in greater or less degree but on the whole in consider- 

able degree, closely dependent upon wheat yields and prices is 

also a matter of common observation. Thus, the picture of 

variation in the net income of wheat producers is not too ex- 

treme a picture to be applied to the variation of the net income 

of the people of the Province. 

It remains to seek some indication of variation in the total 

net income of the people of this Province. The basic data found 

in the estimate of the net value of production made by the Do- 

minion Bureau of Statistics,” include estimates for agriculture, 

forestry, fur production, mineral production, manufacturing, 
construction, custom and repair, and electric light and power. 
The estimated value of net production in the Prairie Provinces, 
reached a peak of 989 million dollars in 1928, and constituted 
nearly one-quarter of the Canadian total (Table XV). By 1933, 
it had reached a low of 341 million dollars, which was about one- 
sixth of the Canadian total. The greater relative decline in the 
value of net production in the Prairie Provinces was due to the 
greater decline in agricultural prices and a series of poor pro- 
duction seasons. Per capita net production in Alberta, as shown 
in Table XVII, has generally been less than that in Ontario, 
while that of Manitoba and Saskatchewan has generally been 
lower than that of Alberta. 

(1) The term production as used in ths connection means, “Such processes as the growing of crops, extraction of minerals, capture of fish, conversion of water power into electrical current, manufacturing, etc.’-—in economic phrase, the creation of ‘form utilities.’ It does not include various activ.ties which are no less ‘productive’ in a broad and strictly economic sense, such as, (a) transpor- tation, refrigeration, merchandising, etc., which add to commodities already worked up into form, the further utilities of ‘place,’ ‘time’ and ‘possession,’ and 
(b) personal and professional services. ‘Gross’ production represents the total 
value of all the individual commodities produced under a particular heading. 
‘Net’ production represents an attempt to eliminate the value of materials con- 
sumed in the production process. For purposes of ordinary economic discus- 
sion, the net figures should be used in preference to the gross, in view of the 
large amount of duplication which the latter include.”—The Canada Year Book, 
1936, pp. 208-4. 
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TABLE XV. 
ESTIMATED VALUES OF NET PRODUCTION IN CANADA AND THE 

PRAIRIE PROVINCES FOR SELECTED YEARS(1) 
(Millions of Dollars) 

a 
g 9 3 § 

3S ie) 2 § a 2s eoeks 
& (0) cs u = * ‘4 wa O + 

3 5 : 4 8 | a 
> Ss) S as < ead | gags 

NEPAD). cadeatterts 3,682 Palla 287 265 763 20.7 
19D 2 eee oe 2,939 158 311 161 630 21.5 
EO 24s chee 3,018 190 237 PAIL 638 Dile2, 
9D Gee 3,640 207 SOM 298 862 Dont 
IR ACh Ae eee 4,123 235 413 341 989 24.0 
WEVSO) scacccessos 3,184 140 ils} 185 456 14.3 
OS 2 eevee er 2,105 100 118 iy 375 17.8 
193498. 23s. 2,381 115 120 178 413 73 

(1) Source: The Canada Year Book. i 

TABLE XVI. 
INDEXES OF THE VALUE OF NET PRODUCTION IN CANADA AND 

SPECIFIED PROVINCES (1926=100) 

s w aS) S) fo) 3s 8 

P 8 5 2 e ae i 
oO [a0 fo} is) Ss a Rel sS 

y 16) fe) e S nd < 

| 
EPA Vee eee, 101 102 111 102 80 89 
HUSA ke <2 ek Aik Ape tf 81 85 6 65 52 
TIGA oS a 81 84 83 76 87 54 
TODS Marne fe: 84 88 86 60 78 81 
TODA Sertich: 83 89 84 92 66 ell 
OD arent 92 93 92 91 103 88 
TUS PAGS 2 tees et See 100 100 100 100 100 100 
NG OT ee tee cred. 107 107 106 97 114 Oy 
LOZ Siewert 118} 115 ilals} 114 116 OS 
1929 ete ti. 108 PAI PAL 89 67 80 
LOS Ore cee. 87 101 100 68 Sil 62 
POS eee. nel 80 80 59 Sil 63 
OS 2 Pee Mee 58 65 64 49 33 53 
OS Sarees: 55 63 58 47 28 48 
LQ 54 teres. 65 75 68 56 34 60 

TABLE XVII. 

NeET VALUE OF PRODUCTION INCOME—PER CAPITA FOR SELECTED YEARS 

(40) 

Z g : 3 38 f 
4 2 3 = Ei 48 & 
- é e é 2 as 4 

OD Oeste $403 $418 $488 $354 $394 $468 
ANS PDAS cnet. Sete ae 3 300 387 256 404 272 
1:92 Aeneas: 330 292 398 304 299 353 
LODGE eee eho 385 334 433 324 434 490 
LO ZC ieee & 419 360 479 354 480 518 
193 Ole mares: 311 307 407 203 145 261 
193 Ome eee 200 191 254 141 126 Dil 
NOS4 Seer 219 196 282 161 | 128 PSN) 

Source: The Canada Year Book. 
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In addition to those employed in the occupations listed under 

net production, people are engaged in transportation, merchan- 

dising, and other services. These people are also producers of 

income so that the aggregate income is larger than the figures 

given for net income. This aggregate income has been com- 

puted in the method employed by the Dominion Bureau of Statis- 

tics by assuming that those engaged in the industries and serv- 

ices not included under ‘net production” produce per capita the 

same value of product as those engaged in the industries in- 

cluded in the net production statistics. 

When the total income is computed upon this basis the rela- 

tive position of the provinces is not greatly changed. Indexes of 

the fluctuation of the total income would be identical with those 
shown in Table XVIII for the changes in the value of net pro- 

duction. In this connection, however, it should be noted that 

this method of computation probably understates the relative 

fluctuation of income in the Prairie Provinces, since income 

added for service enterprises undoubtedly was more stable than 

that for the production groups, while this source of income 

bulked larger in Quebec and Ontario, as has been previously in- 

dicated. If it is assumed that income in the excluded groups 

fell at two-thirds the rate of the group included in net production, 

then in 1933 the spread between the Ontario and Alberta indexes 

is increased by about 3 points. 

It must again be pointed out that the Dominion Bureau of 

Statistics figure for value of net production represents a much 

larger and relatively more stable figure than would correspond 

with our concept of net income. Particularly in agriculture, 

it does not exclude the large body of land charges nor many of 
the large body of operating expenses other than seed and feed. 
If all the proper expenses were deducted, the total net value of 
production for the Province would be more variable than is 
shown. The true position, with respect to variability, lies some- 
where between the Dominion Bureau of Statistics estimate and 
the indication given by our estimate of net income per farm 
from wheat. 

(1) The Bureau has this to say: “In Canada the principal method of obtaining an approximation to the aggregate of the national income, has hitherto been that suggested by Adam Smith, namely, making an annual record of the values 
created by the leading industries as disclosed by our Census of Industry, which 
applies to all industries that change the form of the materials which they use 
in the productive process. Then, having a record of the values created by the 
five-eighths of the gainfully occupied or active population of Canada, which is 
engaged in such work, an estimate is made for the production of the remaining 
three-eighths, who are occupied with the creation of ‘place,’ ‘time’ or ‘posses- 
sion’ utilities, or with the rendering of services, on the assumption that they are 
equally productive with the included five-eighths in the broader sense of the 
term ‘productive’.”"—The National Wealth of Canada, Dominion Bureau of Sta- 
tistics, 1934, p. 6. 



VARIABILITY OF INCOME 111 

TABLE XVIII. 
INDEXES OF THE NET VaLUE oF PropucTION INCOME— 

PER Capita (1926=100) 

(0) 
ua} 

g g : . a8 £ ia a o i q a s sd ® a 3 ¢ a yo 2 > 6) Ce fe) a ns < 

| | 
199 Oipeeme ee! 2 105 125 113 109 91 95 
9D Vee Meee es 93 88 71 70 53 
O22 vere ok) 86 90 89 79 93 55 
OD Siar ko .. 88 91 93 62 83 83 
pee ee 86 88 92 94 69 e 
OZ Deere ee ea | 94 94 | 94 | 92 | 104 88 
92 Gage we kee. 2 100 100 100 100 100 100 
IUPAC se eva 105 104 105 95 ital 122 
OD Sam rear 109 108 111 109 110 106 
he PAR ng eee 102 11718} 115 84 62, 70 
93 Opes. 81 92 94 63 33 53 
LOS lees oe. 64 the, ie 53 28 52 
Ry ee 52, 57 59 44 29 43 
LOS Siac tke 48 51 56 42 25 39 
NIK Y nn eee Di 59 | 65 | 505 | 29 48 

| 

Source: The Canada Year Book. 

CONCLUSION 

The purpose of this Government in discussing the problem 
of variability of income is to indicate, as forcibly as possible, the 
difficulties which are presented to us by Nature, and the defects 
of the present decaying and dangerous economic structure. It 
is contended that our problems are so great that all unnecessary 
burdens should be lifted from us or balanced by some form of 
compensation; such burdens as we must bear for the national 
good, we contend, should be so adjusted as to stabilize rather 
than accentuate the variability of our net incomes. It is also con- 
tended that the interest of Canada, as well as of this Province, 
calls for a very vigorous policy of increasing the diversification of 
production here. This merely awaits encouragement, for the 
provincial and dominion home markets are capable of consider- 
able development if the present artificial restrictions are removed 
and demand is rendered effective. 

The Government of Alberta feels in duty bound to point out 
the very grave risk to the future of the nation if the present 
widely condemned state of affairs is permitted to drift. The 
injustices which have been suffered by all the Prairie Provinces, 

but this Province in particular, have been cumulative in their 
effect upon the economic disintegration of the West, and they 
have reached the limit of endurance. It is submitted that this, 
in a very large measure and apart from questions of monetary 
policy, has been caused by the impact of onerous fixed interest, 
tariff, freight and other charges upon the highly variable net 
incomes of the population. 
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APPENDIX 

TABLE XIX. 

ALBERTA—-WHEAT YIELD, PRICE AND VALUE PER ACRE 

Year Yield Price Value 

phen te rat 10.30 $ .69 SS eh 
Ties Fe 39°32 62 13°84 
1K! Be Hees Aa ee en erence ae MSY 04 11.65 
109 I Me ees ata en eeanine cre RA seeenee rae Bao 61 13.87 
VOU ee Sk A ee er eecincre 21.05 91 19.16 

1915s tee ee ee ere 3112 88 27.39 
UG UG Oe ee ec eat cee comtcersaee 24.99 feos 33.24 
TOU: eR ee ma tee ee 19.25 1.74 31.76 
VOUS a vecuctocrel eteern cee stewsantee tenes 6.00 1.92 ib kisy. 
1 9 Qi ee 5 eee nacre 8.00 1.83 14.64 
1920 ea nes, eee mess neem 20.50 Vays 31.16 
TOD Becca es ests eee 10.35 Math 7.97 
1922 yee cacti 11.25 AG 8.66 
VODS i sie leo nis. sccrceane erences 28.00 .65 18.20 
| Dae ee ee ree, aero 11.00 1.20 1 wA) 
VOD5 ee Re eae ene eeer ce 18.00 1.09 19.62 
LOD Ginn eee ieereet oa itaeesseriawenteemeswtn 18.50 1.05 19.43 

IS PAT i te ete Rare Bence 27.40 .97 26.17 

VO DS oes ee Se eee rere ee 25.50 att 19.64 
1020 tee eke ake ee ee 12.00 1.14 13.68. 
WUE IS Ooo re me eee Fem ont 18.60 39 "25 

1QS 1) eee os ected eee eae Let0 36 6.37 
1 Ss dae tees Sad ep tr Oe or Mera 20.00 13 6.40 
VOSS Ree ee eRe eee ccecereteeeres caters 13.00 45 5.85 
VOD4 eee setae seenon scence 15.00 58 8.70 
NOS5 ee cee eve ete aesccnerceeotaens 13.60 61 &.30 

1936 eee ee eee 9.10 87 7.92 

TABLE XX 

SASKATCHEWAN—WHEAT YIELD, PRICE AND VALUE PER ACRE 

Year Yield Price Value 

Mie’ olde atti acinar eget 15.84 $ .69 $10.93 
iol PANS SP Lele PS Bye 20.75 58 12.04 
1019 ooh, eens cain eae 19.16 56 10.73 
191 3icc.o ntti we el ee aren 21.25 64 13.60 
1 Sees Feeeterenes carrera ase ce Rarer 13.74 1.48 20.34 

EOS ay eatenctere caesar PAS MO 91 22.86 
(O16 Sete ak Nae ees 16.34 1.28 20.92 
1917 14.25 1.95 27.79 

10.00 1.99 19.90 
8.50 Rae 19.72 

11.25 1.55 17.44 

ee SPP Reopen Oe ae earns Sree eas ee . .85 i Goal 
VRP lh pea eeee oo een oie ate rae He ee 21.30 .65 13.85 
1 ODA eee Se «ee oats, eee 10.20 12 12.34 
G25 Bees sek tenet tana eee ee 18.50 1.10 20 35 
192 Ge tee ee ee ee eee e 16.20 1.08 17350 
HS A he ee CR oe RP eMePPEMURE te ot got 19.50 .99 Heise 
UO QS yard eestte co eeen ere 23.30 5 17.48 
GAS Mins Paneer ee eon SO eee 10.70 1.14 12.20 
LOS Oi cs cess ieetvace eer ee ee 13.70 42 Osio 
1931, (26. S250 5 ee ee ee 8.90 38 3.38 
LORD: Taescsusncemctitaveae eae 13.00 P30) 3.99 

8.70 AT 4.09 
8.60 61 5.25 
10.80 69 6.48 
8.00 .88 7.04 
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TABLE XXI 

MANITOBA—WHEAT YIELD, PRICE AND VALUE PER ACRE 

Year Yield Price Value 

OHO Meee coe ics anveces 12.36 $ .80 $ 9.89 LO Une corre ee lay ek. 22.56 67 15.12 
UENEE ceca Se Oe ror aia 22.20 67 14.87 
UONISS os inca Ae 19.02 aiel 13.50 
1 ee ee Ne ee os. 14.84 1.01 14.99 
LIETES® we sac cae a 24.76 .90 22.28 
LIU HE) echelon ne SSA A en ae 10.88 i 2B} 13.38 
LILLY” 125. snente de eee ea 16.75 2.05 34.34 
EOL Smee 16.35 2.06 33.68 
LO LOR rere AOe aha eu. 14,25 2.40 34.20 
LPAI aoe 13.90 1.83 25.44 
LOZ Weer eet TL is 91 10.15 
LI ADS ate ale ka te ec 19.25 83 15.98 
BS Dea Ne so ch cintvniavces, 12.30 67 8.24 
LO 2A meee ore eee rd La nent atts 16.90 1.24 20.96 
USD ASE 1a i, 17.80 1.18 21.00 
HD 2 OM sk ices coscccne, 22.60 1.09 24.63 
IINSPAT! scdoisateeckanaa sneha orale eaten 14.00 1.06 14.84 
UG DASE hae ee 19.70 92 18.12 
9D O Bee i ee 13.70 HUG) 16.30 
LOS Operant arene Tals ob 18.30 1 9.33 
TESTE satsnscaceeode ocean eee 10.70 41 4.39 
ICSD: oct ays peer nn a a 16.60 38 6.31 
JOSESESS . cahcostieasetces ior nee rey eer eee ee 12.90 ye 6.71 
OS Se ree re te es dec eh 14.60 65 9.49 
OSD geet er ne eS ieane 9.00 61 5.49 
IRIGY ceccomscecaneeeee achat ener ten yeaa 10.90 .89 8.90 

TABLE XXII 

ESTIMATE OF THE NET INCOME From Wueat, WitHouT LAND CHARGE, 

IN ALBERTA, 1917-35 

riable 
Y Bee at| Fixed Total ee Net 

he 16 Cents Expense Expense Mate Income 
per Bushel of Wheat 

OI Te Renee, $2.92 $7.00 $ 9.92 $31.76 $21.84 
TUES acerca dacepe .96 7.00 7.96 11.52 3.56 
tO | OUR eet. 1.28 7.00 8.28 14.64 6.36 
92 ee 3.28 7.00 10.28 31.16 20.88 
Oe ee 1.66 7.00 8.66 7.97 Oo 
O22 1.80 7.00 8.80 8.66 * 14 
SPAS)” cass alee es 4.48 7.00 11.48 18.20 6.72 
LO 2A Vereen, fe LG 7.00 8.76 13.20 4.44 
i Ay eee. eee 2.88 7.00 9.88 19.62 9.74 
UUSPASY ccesoconabssset 2.96 7.00 9.96 19.43 9.47 
Ue PAT ma 4.38 7.00 11.38 26.17 14.79 
192 Beer e553 4.08 7.00 11.08 19.64 8.56 
INS PAS) eee ee 1.92 7.00 8.92 13.68 ORG 
LOS Otee tree. 2.98 6.50 9.48 7.25 FS) 
LOS 1 ieee ome: 2.83 6.00 8.83 6.37 * 2.46 
OSD aes ne nt 3.20 5.50 8.70 5.40 ot Boa) 
LOS Siemens 2.38 5.00 7.38 5.85 oF aL 8} 
LOB 4 ee. 2.40 5.00 7.40 8.70 e380 
IS ENS) cosqedeaebebes 2.18 5.00 ke 8.30 No 

* Net loss. 
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SECTION II. 

The Problem of Private Debt in Alberta 

One of the most distressing and immediate problems con- 

fronting the people of Alberta is that of debt. Thousands of rural 

and urban citizens find themselves so overwhelmed with debt 

that they have nearly lost hope. The burden of debt has seriously 

affected their morale and, in the case of farmers, has hampered 

farm operations and farm betterment and has reduced many 

from the status of proud owners to that of mere tenants. They 

are faced with a mountain of debt growing higher and higher 

owing mainly to excessive interest rates accentuating a universal 

debt creating system, so that even in the event of a succession of 

good crops and good prices for farm products, the problem of 

liquidation of obligations seems hopeless. The entire farm plant . 

has in many cases depreciated to a deplorable state. There is 

always the fear of a mortgage company or some other creditor 

eventually depriving them of their land and possessions, so that 

they are unable to adopt a scientific farm improvement plan 

owing to lack of funds and the uncertainty surrounding the 

ownership of their property. 

Citizens of Alberta are as honest as the citizens of any other 

part of Canada and would be only too pleased to pay their debts 

if it were possible to do so. However, owing to circumstances 

entirely beyond their control, they find that this they cannot do. 

One reason why the people of Alberta are in open revolt against 
economic conditions is the intolerable, unpayable debt situation 
created by a coterie of politically powerful financiers in complete 
control of Canada’s private, monopolistic lending institutions 
which have ruthlessly imposed a system of charging the highest 
interest rates in any part of the British Commonwealth of 
Nations. 

The principal cause of unemployment in the cities of Alberta 
is the private and highly profitable control of currency and 
credit which has made impossible the inauguration of a scheme 
for building low-cost homes. This unemployment in turn has 
aggravated the debt problem as those unemployed have been 
unable to pay their obligations. 

The slow working of economic forces might, of course, after 
a long enough time rectify the situation by eliminating those 
most involved through bankruptcy and foreclosure, but this 
would require, even under ordinary circumstances, a long period 
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of time and is not the sort of solution which the people of Alberta 

are willing to accept. Neither is it the kind of solution that is 

desirable from a national standpoint. No government today 

would tolerate widespread bankruptcy among any class of its 

population particularly where the cause of debt accumulation is 

beyond the control of the debtor class. 

THE AMOUNT OF THE FARM DEBT 

The greater part of the credit extended to farmers in the 

prairie provinces has been for the purchase or improvement of 

land. Of this part the major portion is secured by mortgage. A 

survey of 2,000 farms by the Canadian Pioneer Problems Com- 

mittee in 1930 and 1931 revealed that 75 per cent of the total 

farm debt was mortgage debt.) The total amount of mortgage 

debt has been variously estimated. The census of 1931 reports 

_ the mortgage debt on owned property at $107,519,000 for Alberta 

and $342,442,700 for the Prairie Provinces. This is undoubtedly 

too low an estimate. This information was first sought in the 

1931 census and it is probable that no great care was exercised 

in seeking the information. In any event, farmers would be very 

reluctant to give accurate information as to the extent of their 

obligations. The amount becomes $162,000,000 for Alberta if it 

is assumed that the mortgage debt on other than owner farms is 

the same per acre as that on the “fully owned” farms.) 

An estimate of the mortgage debt constructed from the 

testimony given by Professor William Allen of the University of 

Saskatchewan before the Royal Commission on Banking and 

Currency, gives about the same result.) Professor Allen 

reported that in 1932, records of 408 farms in five districts of 

Saskatchewan carried a debt averaging $16.31 per acre of crop 

land, or about $33.00 per acre of wheat. Interest on this amount 

at 8 per cent requires $1.30 each year for each acre of crop land. 

He further stated that earlier studies at Kindersley in 1931 

indicated the average debt in that district to be about $10.66 per 

acre of crop land. At Turtleford, in the same year, the farm debt 

per acre of crop land was $11.22. The following year the David- 

son study showed the debt of the farm owners to be about $10.44 

per acre of crop land. On the basis of this information, he esti- 

mated the debt for the Province at probably not less than $12.00 

per acre of crop land. Land values and mortgage indebtedness 

(1) Surveys of the Canadian Pioneer Problems Committee in 1930 and 1931, Volumes 

V, VI an 

(2) The reported mortgage debt on “fully owned” farms was $85,766,400, and these 

farms included 52.9 per cent of the total farm acreage. 

(3) Royal Commission on Banking and Currency, Proceedings, Vol, IH, p. 1338, 
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are somewhat higher per acre in Alberta than in Saskatchewan. 

If Professor Allen’s estimate of debt per crop acre for Saskat- 

chewan is increased by the ratio of debt per acre for the two 

provinces reported for the “fully owned” farms, and applied to 

the reported crop acreage for Alberta, the result is about $158,- 

000,000. 

It is interesting to note that Professor Mackintosh has taken 

$400,000,000 as a conservative figure of the mortgage debt for 

the prairie provinces. 1) The interest rate on these mortgages 

has been high in the west. As a matter of fact, the rates have 

been generally two to four per cent above the mortgage rate in 

the east. The most usual rate appears to have been 8 per cent, 

while higher rates were not uncommon. R. D. Finlaysen, Super- 

intendent of Insurance, testified in 1926 as follows: 

“On farm loans, the minimum rate of interest, except on 
very large loans, is 8 per cent. In the case of small loans 
you will probably find higher rates, going up to 9 per cent. 
In some cases I have found loans bearing 10 per cent interest. 
I would say that the average would be something over 8 per 
cent on farm loans.” 

The Dominion Mortgage and Investments Association con- 

tended in its brief that interest rates charged by one company 

in Alberta averaged less than 1% higher than in Ontario. This 

statement is misleading and the Government of Alberta invites 

the members of the Association to submit their records for 

inspection. Full details are not available to this Government but 

an examination of returns made to the Province of Alberta by a 

large eastern trust company, which has been operating in 

Alberta since the Province was formed, shows that as at Decem- 

ber 31st, 1936, this company had 471 mortgages on Alberta 

property, some dating as far back as 1908, of which 416 bear 

interest at 8% per annum, 8 at 714%, 50 at 7% and 2 at 

6%, and that in the majority of cases where the interest rate was 

less than 8% adjustments had been made, either voluntarily or 

by compulsion, through The Farmers’ Creditors Arrangement 

Act. 

In addition to the mortgage debt, there is undoubtedly a 

very large total indebtedness in this Province under agreements 
for the purchase of land. In the absence of reliable statistics, it 
is extremely difficult to estimate what the total amount would 
be. Professor Allen stated on behalf of the Province of Saskat- 
chewan that the amount due in that province under Agreements 
for Sale is estimated at over $100,000,000, or well over fifty per 

(1) W. A. Mackintosh, “Economic Problems of the Prairie Provinces”, p. 258, 
(2) Standing Committee on Banking and Commerce, 1926, Dest: 
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cent of the mortgage debt. It is probable that the same ratio 
exists in this Province. It must be remembered that both the 
mortgage debt situation and that existing with respect to Agree- 
ments for Sale have been very much aggravated by the abnormal 
inflation of real estate values in the late 1920’s. Land through- 
out the Province was held at prices two or three times its actual 
productive value as a result of the grain prices prevailing at that 
time, and the rapid influx of settlers. 

The next largest item of farm credit is that for the purchase 
of machinery. A representative of the farm implement com- 
panies testifying before the Agricultural Committee of the 
Alberta Legislature in 1931, stated that the total amount of 
“farmers’ paper” in the hands of implement companies in south- 

ern Alberta was $14,304,000.2) Since there are about 50,000 

farms in this area, this would amount to about $280 per farm. 

Farms in this region probably use somewhat more machinery 

than those located in the north, but if these latter farms had only 

half the debt per farm for implements of the farms in the south, 

the total farm implement debt for the Province would amount to 

$21,000,000. The regular terms of purchase have been one- 

quarter cash, the balance on time. In 1932 it was reported that 
“practically all machine companies are now charging 7 per cent 

before due, and 10 per cent after due date.”) A good share of 

this paper was past due and thus carried a 10 per cent interest 

charge; $9,320,000 of the $14,340,000 reported for Southern 

Alberta in 1931 being past due. 

Store credit in Alberta has been estimated by the secretary 

of the Retail Merchants’ Association at $40,000,000 in 1931 on 

the basis of replies to a questionnaire.“) This figure was for 

stores in country places and included debts of others than 

farmers, although the implication was that farmers’ debts were 

an important part of it. Such a figure is far in excess of the store 

debt in recorded surveys. The surveys of the Canadian Pioneer 

Problems Committee included 2,058 farms in the prairie prov- 

inces, and reported only 1.6 per cent of total debt as store debt. *) 

The studies of Professor Allen show that, for 114 farms in the 

Rural Municipality of Scott in 1932 about 2 per cent of the total 

debt was owing to retail merchants (lumber and coal, general, 

hardware and other stores), and less than 1 per cent for 243 

farms in Rosemount and Redford.) ; 

(1) Minutes of the Agricultural Committee, Alberta Legislature, February 23, 1931, 
p. 94. 

(2) Minutes of the Agricultural Committee, Alberta Legislature, March 13, 1982. 

(3) Minutes of the Agricuitural Committee, Alberta Legislature, February 20, 1931. 

(4) W. A. Mackintosh, “Economic Problems of the Prairie Provinces,” p. 264. 

(5) Proceedings of the Royal Commission on Banking and Currency, Vol. III, pp. 
1340-1. 
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In additon to these debts, the farmer has incurred debts to 

his bank, besides other debts, such as for gasoline and oil for 

automobiles, for wages and arrears of taxes. In the survey of 

the Canadian Pioneer Problems Committee, these debts were 

approximately 9 per cent and 10 per cent of the total of mort- 

gage and implement debts respectively. If this estimate is cor- 

rect and if Alberta farmers’ debts were in the same proportion, 

the amounts would be $16,500,000 for bank debt and $18,300,000 

for other debts. ; 

On the basis of these estimates, the farm debt in Alberta 

was probably as much as $317,000,000 in 1931, as shown in 

Table I. 
TABLE I 

EsTIMATED DEBT OF FARMERS IN ALBERTA IN 1931 ACCORDING TO THE 

FOREGOING CALCULATION 

Character Amount 

MOrt gage icccseusssaneyensssasnssvvenancusasecennonensens tnt > fae cance $162,000,000.00 

Agreements fOr Sale ....2..c:cccesepcsvsssnexminevscasvowseestnnanstsdan>eaclnsneraenens 90,000,000.00 

Implement. fc.ciscctsccccdevdestasadbvecsstste st bttennsetvc eee gre es eee 21,000,000.00 

Bank iidscicastescassaeete toRecnanlobve tev ga nee dawecs terete eee new ae wee ree 16,500,000.00 ° 

SE OTC | ciececcscucsdasey qiaseateecies hose tw gs saeco ao Tests TRS ete eager e 10,000,000.00 

Wiscellaneotis ee. AE Ee cas cee teack ee Tee ete eon eee 18,300,000.00 

TOGAL coche icosse chensunecsslgs vance testes eee eee eee een $317,800,000.00 

It is important to note, however, the estimate as at the end 

of 1936 of the total indebtedness of agricultural Alberta fur- 

nished by the Alberta Debt Adjustment Board. This Board, 

while agreeing that it is impossible to obtain accurate and definite 

figures covering the total indebtedness of agricultural Alberta, 

estimates conservatively that the amount would be approximately 

$395,000,000, detailed as follows: 

1. Members of the Mortgage Loans Association ................. $ 45,000,000.00 
2; Canadian Farm Goan Board’ 20... eee 6,500,000.00 
3. Soldier) Settlement) Board) eee eee 8,000,000.00 
4. School Lands Branch of the Department of Lands and 

Mines, under School Lands Contracts .............:.ccccccccseesese0ee: 4,500,000.00 
5. Organized vendors of land, such as— 

The Canadian Pacific Railway Company, 
The Hudson’s Bay Company, 
Lethbridge Northern Land Irrigation District, 
Canada Land and Irrigation Company, 
British Dominion Lands Settlement Corporation ... 21,000,000.00 

6. Private Parties, Mortgagees and Vendors of Lana ......... 65,000,000.00 
Me BADE 5 oo ecisnccaced couceutbev’s panel cadence peace gee eee 35,000,000.00 
8. Implement Dealers (Members of the Implement Deal- 

ers’ ASSOCIATION) ccs: ccsac fetes eee eee eee eee 50,000,000.00 
9. Retail Merchants <....cscccecssresces trees aici oc eee 40,000,000.00 

10. Oil Companies | ..h... 522.4 h.c te ek 15,000,000.00 
11 Finance Corporations) :cs2ce.eee eee eee eee ee 15,000,000.00 
12. Dominion and Provincial Governments, and Muni- 

cipalities for, Seed Grain and Relief 7.155, 15,000,000.00 
13. Taxing Authorities, in respect of tax arrears .........c....c0006 20,000,000.00 
14. Rural Credit Societies and Co-operative Marketing 

Associations § 28 Gicscec) those ress os ee 5,000,000.00 
15. Sundry Creditors (embracing professional men, and so 

forth, and including items not listed above) ...................... 50,000,000.00 

Total ...ctiistescusteevartiostcieeeecakiert $395,000,000.00 
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The total farm debt of the Province of Saskatchewan as at 
December 31st, 1936, is estimated at $525,000,000, based on the 
studies of Professor Allen.) After making every allowance for 
the larger population of that province and the more acute eco- 
nomic conditions which have prevailed there, it would seem that 
$395,000,000 would be a fair estimate for Alberta. 

Particular importance should be attached to. Professor 
Allen’s estimate of the rapid increase in debt in Saskatchewan in 
1931 and 1932 and even extending to 1933 and 1934. This in- 
crease is estimated to be as much as from 12 to 33 per cent in 
various districts.2) There is no doubt that in those years the 
price of grain was so much below the cost of production that the 
debt burden was greatly increased. In fact it is not too much 
to say that the low prices of these years resulted in the debt bur- 
den passing the point where there was any reasonable chance of 
liquidation excepting with the assistance of extensive debt ad- 
justment proceedings. 

It is impossible to estimate the total debt of urban citizens 
in Alberta but it is probably proportionately as high as the farm 
debt. 

THE BURDEN OF THE ALBERTA FARM DEBT 

Agriculture is a business in which a large investment is 
required relative to its current value of output. The average 
value of productive equipment per Alberta farm is given in 
the 1931 Census as $8,926, of which land constituted $5,483, 
buildings $1,410, machinery and implements $1,194, and 
live stock $839. Many farmers are unable to provide such a 
quantity of capital and must borrow a considerable portion of 

their requirements. The resulting interest charge remains con- 

stant whether or not there is a crop, and this is an important 
factor in Alberta agriculture. 

Alberta entered the depression with a high agricultural 

debt relative to its current agricultural income, and the charges 

for debt service were, in accordance with established practices, 

higher in relation to current agricultural income than in the more 

settled communities. A decline in prices naturally falls more 

heavily on this sort of community than on an older and more 

settled region. Alberta thus reached a point more quickly than 

did the eastern farming areas where the farmers could not meet 

their fixed interest charges. This is of importance in under- 

standing the devastating effect of the fall in prices on the ability 

to meet contractual obligations. 

(1) Submission of the Province of Saskatchewan to the Royal Commission on Dom- 
inion-Provincial Relations, p. 194. 

(2) Ibid, p. 188. 
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The burden of a fixed debt charge varies almost inversely 

with the prices of the products sold. For this reason the burden 

of the Alberta farm debt is best shown by a comparison with 

wheat prices. The great increase in the size of this burden 

during recent years is indicated in Table II. In 1932 more 

than three times as many bushels of wheat were required 

to provide funds for the payment of the same amount 

of interest as in 1926. The proportion of the wheat crop 

necessary to pay interest on the farmer’s estimated debt more 

than doubled as compared with the years 1926-1928, and required 

more than 40 per cent of the entire crop in 1933. The burden 

proved too great for a majority of the farmers and interest was 

defaulted. Re-examination of Table XII in Chapter VI, Section 

I, of the estimate of net acre incomes from wheat, indicates the 

general impossibility of meeting interest charges in the years 

1930-1933 and the difficulties in 1934-1935. If the entire 

estimated mortgage debt of $162,000,000 were to be met by 

wheat sales the debt per acre of wheat would be about $20.00 

and the interest charge $1.40 at 7 per cent and $1.60 at 8 per cent. 

Such a charge would have exceeded the net income per acre of 

wheat estimated for 1934 and 1935. 

TABLE II 

RELATIVE BURDEN OF INTEREST CHARGES ON ALBERTA FarM DEBT MEASURED 

IN TERMS OF WHEAT—1926-1936 

Index of the Per cent of Alberta 
Amount of Wheat Wheat Crop 

Year required to meet required to provide 
a Constant Debt $20,000,000 for 

Charge Interest Payments 
(1926=100) 

L926 srcsvsccesnevwescosvceoscvuascetosnamerospeavstrecress 100.0 16.9% 
1927 ~ Sispeees.c eilnccae ec ee eee eee 108.2 19 
LO DB Wcctaks Sn alericsaces Renae a 136.3 17.1 
1:929) sok cme ene cue ee cent 92.1 19.4 
1930 Sy ceorseencssec tere ote tesco eee 269.2 38.5 
gl bs pe eet ee premier ee cy crys cu cence 291.6 39.5 
OS ti re sree gO ER CANS TS Susie: 328.1 37.2 
TOSS Dee ios ceteaces tecmtecr eee eee eee 233.3 43.4 
KORY: SRM oh tcc een Seta Po ee 181.0 30.6 
LOS Deen tetae sgcstcacauccteevacae otecmarersae 172.1 33.2 
TOS GE, eercres teen tee ao 120.6 34.3 

An examination of Table II impresses upon the reader not 

only the increase in debt burden upon wheat farmers from 1926 

to 1936, but also the effect that burden had upon debts generally 

among western agriculturalists. Wheat prices continued to 

decline to a point at which, even with a good crop, farmers were 

unable to meet costs of production, interest charges on debts, 

and living costs; in fact farm income almost completely dis- 

appeared. But the farmers had to live, and therefore interest 
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and other debt charges had to be postponed, with the result that 

the debt burden upon which interest had to be paid grew 

phenomenally. 

There is also the fact to consider that indebtedness is not 
equally distributed among farmers. There were many farms 
without mortgage debt reported in the Census of 1931. The 

computations made have been on the basis of averages for the 

province. This means that the position of the average mortgaged 

farm must be decidedly worse than indicated by these compu- 

tations. Any average disguises or hides the variation among 

cases, so that many farmers must have been in a more serious 

situation than that indicated in our computations. For instance, 

up to September, 1937, the records of The Farmers’ Creditors 

Arrangement Act show that the average debt of the Alberta 

farmer, who applied for relief under the Act, amounted to 

approximately $8,800. 

THE BURDEN OF INTEREST 

Undoubtedly to a very large extent, apart from the debt- 

creating characteristic of the present system, the financial 

difficulties of this Province may be attributed to high interest 

rates. The Provincial Government and many of the municipal 

organizations have been obliged to pay higher rates on their 

borrowings than public securities of such kind should properly 

bear. Private individuals, corporations, municipal organizations 

and even the Provincial Government were obliged to pay a higher 

rate of interest on bank borrowings than prevailed in eastern 

Canada. As already stated, farm machinery was sold on the 

basis of seven per cent until the date of maturity of the paper 

and ten per cent after maturity, while the average minimum 

rate on farm mortgages and agreements for sale was 8 per cent 

with many instances known where the rate was 9 per cent and 

even 10 per cent. It is now probably recognized quite generally 

that farm lands simply cannot carry an interest rate as high as 

8 per cent even in normal times much less when the prices of 

farm commodities drop to as low a point as prevailed in the 

depression years. Unfortunately, creditors were slow to 

recognize this fact with the result that unpaid interest accumu- 

lated to such an extent that it alone has made it quite impossible 

for farmers to meet their obligations. 

It must be remembered that unpaid interest accumulates 

with astonishing rapidity when compounded at high rates. For 

example, a debt of $1,000 on which interest was not paid for 

seven years (corresponding to the period from 1930 to 1936 

inclusive) would amount to $1,606 if compounded at 7 per cent, 

and $1,714 if compounded at 8 per cent. When the debtor was 
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able to renew payments, therefore, even at the lower rate of 7 

per cent, annual interest payments alone would amount to 

$112.42 as contrasted with the former $70, and the total debt to 

be paid off would be sixty per cent larger. Even if the debt load 

had been a reasonable one for the farmer to carry before the 

depression, it would be quite evidently an unreasonable one 

afterwards, and extremely difficult to carry even in a series of 

years as good as those prevailing between 1924 and 1929. The 

high interest rates prevailing in western Canada are unjust to 

the borrower even in normal years. They require the western 

borrower to make greater denial to meet his obligations than 

the eastern borrower. In times of depression, whether caused by 

drought, insect pests, hail, frost, low prices for products, financial 

manipulation or other factors, high interest rates become an 

instrument of confiscation through the cumulative effect of 

compounding interest. The significance of the burden of interest 

is shown as follows: 

A loan at 3 per cent per annum compounded, doubles itself 

only after twenty-three and one-half years, but a loan at 8 per 

cent per annum (the customary rate in western Canada) doubles 

itself in nine years. 

The practical consequence of this geometrical progression 

of interest accumulation is seen in the following progression: 

$1.00 loaned at 3 per cent in 100 years totals $ 19.22. 

$1.00 loaned at 8 per cent in 100 years totals $ 2,199.76. 

$1.00 loaned at 10 per cent in 100 years totals $13,780.00. 

Even at 7 per cent per annum the profits of compound 

interest are prodigious. 

The classic example of a bargain in real estate is that of 

Peter Minuits who in 1626 purchased the island of Manhattan 

from the Indians for $24.00. The real estate is now the site of 

the city of New York. Yet, if Minuits had invested his $24.00 at 

7 per cent per annum compounded, it would long ago have 

reached a total greater than the total value of the entire city and 
state of New York.) 

An outstanding example of the burden of interest is to be 

found in the public debt of the Province of Alberta. The 
Province, from the time of its inception to March 31, 1937, has 

paid approximately 110 million dollars by way of interest charges 

on its bonds and this does not include interest paid on implement- 
ed guarantees such as Co-operative Credit Society loans, seed 
grain advances, etc. This figure only allows for the half interest 

rates paid on bonds from May 30th, 1936. If full interest had 

been paid on bonds in that period it would be necessary to add 

(1) “Usury”, by Calvin Elliott. 
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approximately two and one-quarter million dollars. In a few 
more years the Province will have paid in interest charges an 
amount equal to its entire debt. The conclusion naturally is that 
interest rates on Government borrowings in the past have been 
far too high. 

The Province of Alberta has outstanding, in respect of its 
telephone investment, approximately 25 million dollars in bonds. 
It has already paid over 24 million dollars in interest on these 
bonds and still owes the principal sum. The Province has also 
provided over 24 million dollars for interest and sinking fund in 
respect of its expenditure on highways, an amount practically 
equal to the total sum received from motor licenses since the 
Province was formed. 

It is most difficult to estimate the interest paid by the 
residents of Alberta on private debts but the amount must be 
enormous and would no doubt exceed 500 million dollars. The 
Government of Alberta submits that countless cases have arisen 
where debtors are in default and foreclosures have been sought 
where the defaulting debtors would never have got into the 

category of default had interest rates in the west been on the 

‘same basis as interest rates in eastern Canada. A common ex- 
ample of this is to be found in the case of a newly-established 
resident of Edmonton in 1910 who purchased a home in that year 
for himself and family. To do so he assumed a mortgage on the 

property for $2,500 at 10 per cent interest. Altogether he has 

paid on account the sum of $5,275 and still owes $1,300 for 

principal and interest and is threatened with foreclosure. Had 

the interest rate been even 7 per cent per annum instead of 10 

per cent per annum, the mortgage would have been paid off some 

time ago. Instead, it is now tabulated among the evidence that 

the west is an unsafe place for mortgage investment. Had the 

high rates of interest imposed upon borrowers in western Canada 

been imposed upon borrowers in eastern Canada they would 

have produced the same results in the east as in the west by 

making it practically impossible for borrowers to meet their 

obligations. 

Another instance may be given of a farmer who purchased 

a large tract of land in 1918 from an eastern trust company, the 

trust company having obtained this land at a very low price 

per acre shortly after the year 1900. The farmer and his estate 

have paid to the company over $90,000 to date, of which only 

$53,000 represents principal, and yet the farmer’s widow still 

owes $11,000 on the agreement for sale. The agreement bears 

interest at the rate of 8 per cent per annum. Attempts have 
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been made from time to time to persuade the trust company to 

reduce the amount owing and the rate of interest, but the 

company has steadfastly refused to make any concessions what- 

ever. 

While much has been said about the sanctity of a contract, 

not enough attention has been paid to the sanctity of human life 

and happiness. In fact, the human element seems to have been 

entirely overlooked. Thousands of honest debtors and their 

families are in need of the necessities of life and yet, were it 

not for restrictive legislation, many creditors would enforce 

collections of money that is urgently required for clothes, equip- 

ment, medical attention and other essentials. It is submitted 

that there are things in life which transcend the value of money. 

The appalling sacrifices made, particularly during the depression, 

by debtors in western Canada, to meet their principal and interest 

obligations are not generally realized in other parts of the 

Dominion as one must be in close contact with our people to get . 

a clear picture of the distress and misery prevailing in thousands 

of homes. The time has come when it must be apparent to all 

that money power must be made the servant and not the master 

of Canada and its eleven million citizens. 

In 1936, the Alberta Bondholders’ Committee was formed 

to prepare, on behalf of Alberta bondholders, a study of the 

economic and financial position of the Province. The gist of 

this report was to the effect that Alberta could pay all of its 

interest obligations in full and adopt a fairly consistent plan of 

reduction in principal over a period of years. This, together with 

other economic conclusions detailed in the report, is a typical 

illustration of the ignorance of creditors as to the true state of 

affairs in the Province, of their short-sightedness in failing to 

suggest any concessions whatever and of their “laissez-faire” 

attitude towards the suffering of our people. The question may 

well be asked: Are not creditors inviting repudiation or default 

by insisting on their pound of flesh? It is interesting to observe 

that while the bondholders are demanding payment in full of 

their interest, which averages approximately 5 per cent on all 

Alberta bonds, investors are eagerly seeking opportunities to 

buy Government bonds yielding from 2 to 3 per cent per annum. 

For instance, early in January, 1938, investors required only one 

and one-quarter hours to absorb the new Canadian National 

Railway loan of 50 million dollars of which the sum of 20 million 

dollars bears interest at the rate of 2 per cent per annum and 30 

million dollars at the rate of 3 per cent per annum. At the same 
time, investors refuse to compromise on existing high interest 
rate securities in western provinces. Taking everything into 
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consideration, it is only reasonable to state that creditors must 
bear no small part of the blame for the discontent and bitterness 
existing throughout western Canada to-day. 

Whatever justification can be plausibly advanced for high 
interest rates in western Canada in its early history, the fact 
remains that the time has passed when western Canada is to 
be considered as a thing apart or a sort of colonial possession 
of eastern Canada to serve as an area of exploitation and for 
the imposition of higher money rates. The west is no longer a 
pioneer country and events have shown that to properly function, 
agriculture in Alberta, Saskatchewan and Manitoba must. be 
even more favourably financed than other industries in the 
Dominion of Canada, whereas now the reverse is the case. 

ENCOURAGEMENT OF PRIVATE DEBT 

In considering the private debt structure in Alberta, 
particularly in the rural communities, we submit that the reason 
for the amount of the outstanding debt must be considered. How 
were these debts created? There seems to be a general 
impression in eastern Canada that a great favor was extended 
to the west by the investment of funds. The assumption is that 
westerners pleaded for loans and credit. This general idea is, 
for the most part, entirely erroneous. It is admitted that loans 
were often sought and naturally lenders were approached. Their 
rates and terms had to be accepted due to lack of other sources 
of credit. But it is common knowledge that lending institutions 
were anxious to invest their surplus funds in mortgages on farm 
lands and city properties and in Alberta bonds. Lending institu- 
tions were not forced to commence operations in this Province. 
They came of their own accord and some started operations when 
the Province was formed or soon afterwards. The simple fact is 
that they needed an outlet for their funds, and as this was a new 

country they could obtain higher rates of interest than they 
could in older settled communities. This enabled them to pay 
higher rates of interest and dividends to their debenture holders, 

Shareholders and customers. Institutions lending money on 

farm lands and city properties often appointed agents wherever 

they operated in the Province and encouraged these agents to 

find borrowers. Agents were paid commissions on the loans 

they secured. There was keen competition amongst different 

lending companies for first mortgages. Loan agents frequently 

persuaded farmers to buy additional land or other property and 

secured loans for them in order to finance these purchases. 

There was a time in Alberta when banks encouraged farmers 

to buy live stock by borrowing money from them. People in 
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Alberta will remember that, particularly up to the fall of 1919, 

there was keen competition amongst the banks for farmers’ 

loans for this purpose. It was very easy for a responsible 

farmer to buy live stock with money borrowed from a bank, the 

bank taking a chattel mortgage on the live stock purchased. The 

winter of 1919 and 1920 was particularly severe. It opened on 

October Ist, 1919, with a heavy snowfall, as a result of which 

many crops were snowed under. What was left of these crops 

could not be threshed until spring opened in late May, 1920. 

The price of feed reached unheard of prices. This ruined many 

farmers owning live stock, but the debts to the banks still 

remained and, of course, the banks expected these debts to be 

paid in full with interest, notwithstanding the fact that the 

security for the advances, namely live stock, could be salvaged 

only for a portion of the original advances apart altogether 

from the cost of feeding the live stock during this severe winter. 

Again loan companies in many cases were to blame for the . 

manner in which loans on property were granted. Before loans 

were made the properties which were to be mortgaged were 

appraised by agents of the lenders. It must be admitted that 

lenders often encouraged over-borrowing against inflated values 

and this has aggravated our debt problem. If they had been 

able to visualize the future, they would have advanced less and 

would not have loaned in certain areas. It is only reasonable to 

conclude that they must, as a matter of equity, accept the 

responsibility for their own poor judgment and should not now 

endeavor to throw the whole burden on the borrower. 

Another element in the creation of debt is to be found in 

the high pressure salesmanship of machine companies and other 

companies selling merchandise to farmers. Credit was offered 

freely, and prospective buyers were encouraged to purchase 

goods on the basis of prospective future revenue which never 

materialized. 

It was seldom that a debt was created which did not carry 

a high interest rate. A detailed study of private debt in the 

Province would reveal that in many cases the principal amount 

has already been paid by way of interest charges and in some 

instances two or three times over. A high interest rate therefore 

is one of the main factors in the private debt problem of the west 

today. 

INVESTMENTS OF TRUST, LOAN, LIFE INSURANCE COMPANIES 

AND BANKS IN ALBERTA 

According to returns made to the Province of Alberta by 

trust, loan and life insurance companies registered under Alberta 



PRIVATE DEBT 127 

statutes their gross income from investments in Alberta from 
the formation of the Province to December 31st, 1936, apart from 
life insurance premiums paid life insurance companies, 
amounted to over 96 millions divided as follows: 
Bilemnsuiancercompanies Usa: ht>. kesslleaWecdeedcctcsc. kw $54,703,068 INSURE OCIONSE TALES Ui. An i ene Se Se mn rey 12,028,435 Pomme MaDe ee ee 29,768,616 

aI Cet ge atts oh wks cess) tere bn acre tly $96,500,119 

The same returns show that the total investments of these 
companies in Alberta as at December 31st, 1928, and December 
31st, 1936, were over 72 million dollars and 77 million dollars, 
respectively, divided as follows: 

1928 1936 
Life Insurance Companies” .2....00.....00.0....-.0........... $47,657,322 $49,429 856 
Pi PUStEC OM paniecw win ey oe ee 7,174,430 10,316,378 
LLGSETSY Lal ue 1S ERTL) | ote ir a ane nn me 17,833,967 17,375,086 

eLOn lair a ney nee te A sy $72,665,719 $77,121,320 

The vast majority of these companies have their head offices 
in eastern Canada. 

During this period of eight years when our people suffered 
severely, the total gross income of these companies in Alberta, 
according to the same returns, amounted to over $33 million, 
divided as follows: 

PROB EISUT aCe, COMPANIGS 0 ny seca asascheseleloclcccckscsstt once. $20,761,844 
CNAESUE STAN e ee mE | eocicae <1 cers See Ok cere ee ee ee 2,965,727 
JGR COMMS ETSY oo) min ae ts ee ee 9,298,545 

AROUND sce cdeiks enn cela, Gas e § pi On $33,026,116 

Their investments in Alberta during the same period 
increased approximately $4,455,600. It is obvious that in spite 
of paying very large sums to these corporations during difficult 
times, Albertans are even more heavily in debt than at the begin- 
ning of the period. Nothing illustrates better than this the 
devastating effect of the accumulation and compounding of 
interest on a high rate basis during the depression period. 

It is believed by the Government of Alberta that the above 
figures are conservatively estimated, for the following reasons: 

1. In the earlier years of operations of certain companies, 
the returns do not reveal gross income. 

2. It is believed that returns of trust companies do not reveal 

income from their numerous mortgages held by them in trust. 

3. Some of the companies may have been operating in 

Alberta before registering and filing returns. 

A, There is a possibility of overlapping in some of the earlier 
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years by reason of a registered company making investments, for 

other companies, on which the registered company would only 

receive a commission. 

The foregoing figures do not cover investments and income 

in Alberta of the Canadian Farm Loan Board, Soldier Settle- 

ment Board, Canadian Pacific Railway Company, Hudson’s Bay 

Company, banks, miscellaneous land companies, private indi- 

viduals and other investors, as they merely refer to returns made 

by trust, loan and life insurance companies registered in the 

Province. 

An analysis of financial statements available, of loan and 

trust companies having the heaviest investments in Alberta, 

shows that during the period they have been lending in the 

Province, their net earnings per share have been substantial. 

These have always paid regular dividends and have piled up 

ample reserves, in some Cases equal to or greater than their paid- 

up capital and sufficient to more than cover, in the majority of 

cases, their entire investments in the Province. Generally 

speaking, their investments in Alberta represent only a small 

proportion of their total investments. While these companies 

are progressing and paying dividends year after year, the 

average borrower in the west is sinking deeper and deeper into 

the quagmire of debt and despair. 

The loan company having the largest investment in the 

Province is one of the largest of its kind in Canada. Its invest- 

ments in Alberta and Saskatchewan represent less than 6 per 

cent and 9 per cent respectively of its total mortgage investments 

throughout Canada. Until 1934 its net earnings per share of 

$100 par value were only once below $12. In 1934, 1985 and 

1936 its earnings dropped to slightly below $10 per share. This 

company was doing business in Alberta when the Province was 

formed in 1905 and the total of its annual gross income in 

Alberta since 1905 is already double the amount of its average 

annual investment in the Province for the same period. It has 

always paid a good dividend running from 8 to 12 per cent per 

annum. As an example of this company’s insistence on obtain- 

ing its “pound of flesh’, it might be pointed out that in 1937 it 

refused to make any concession whatever to a farmer who had 

been paying 9 per cent interest for fourteen years and 7 per cent 

interest for two years on a loan of $1,000. The amount of the 

loan had been reduced by 1937 to 40 per cent of the original 

amount. The company collected the entire balance without any 

deduction through a loan secured by the farmer from the Cana- 

dian Farm Loan Board. In order to close out this loan, the 

farmer’s other creditors were obliged to drastically reduce the 

amount of their claims. 
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The head office officials of the company, mentioned in the 

preceding paragraph, and of other companies, do not hesitate to 

make public statements in Alberta and elsewhere condemning 

debt legislation and insisting on complete freedom of action for 

mortgagees. It is suggested that these arm-chair critics, in 

order to familiarize themselves with conditions, should spend at 

least one month in every year living and associating with their 

debtors who have been slaving year after year, many of them 

under miserable conditions, in order to produce handsome divi- 

dends for the shareholders of these companies and munificent 

salaries for their head officials. 

Life insurance companies interested in Alberta mortgages 

continue to report, year by year, improvement in their general 

financial status by way of new business written, larger dividends 

and increased reserves, and proudly announce that they have put 

aside in special reserves, sufficient to cover all possible losses in 

western Canada. A great deal has been said about the necessity 

of these companies collecting the full amount payable to them by 

borrowers under mortgages in order to protect policy holders. 

The Government of Alberta is fully in accord with safeguarding 

the savings of people who purchase life insurance policies for the 

protection of their estates and dependents, but is quite satisfied 

that this point has been unduly exaggerated. It is common 

knowledge that many companies have been able to increase their 

dividends or decrease their premiums by reason of the high rate 

of interest they have secured in the past in western Canada, and 

their policyholders have profited for years at the expense of 

farmers and other borrowers in western Canada. Agriculture 

has already contributed far more than its proper share to life 

insurance contract holders. It is admitted by life insurance 

companies now, that they are finding it more difficult to main- 

tain the same rate of return on their investments as interest rates 

have dropped in the last few years, but they are still endeavour- 

ing to collect a high rate from their western debtors. It is sub- 

mitted that it would only be equitable for these companies 

operating in western Canada to write off their interest charges 

during the period that borrowers, through no fault of their own, 

could not keep up their payments; and also they should reduce 

their rate on all existing mortgages to not more than 3 per cent 

per annum. These write-offs could be provided for out of the 

millions of dollars in surplus reserve funds without any hardship 

to policy holders, or by a decrease in dividends paid to policy 

holders. It is believed that a close analysis of the result of this 

operation would reveal that the cost to each policy holder would 

be infinitesimal, bearing in mind that it is estimated that about 

three and one-half million Canadian citizens have policies with 
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Canadian life insurance companies, and it is felt that policy 

holders would be only too glad to assist their less fortunate fellow 

citizens in this manner. 

The life insurance company having the heaviest investment 

in Alberta, according to annual returns filed, increased its divi- 

dends payable to policy holders in 1937 and has already collected 

approximately 15 million dollars from its investments in Alberta. 

It is a fact also that borrowers would, by receiving these con- 

cessions, have more funds for purchasing life insurance policies 

and needed merchandise, so that, in the long run, business would 

be stimulated and paid-up life insurance would increase. Thous- 

ands of borrowers today are so deeply in debt and so tied up to 

mortgagees that they have been forced to abandon their life 

insurance protection. The argument is often used that life insur- 

ance policies must be protected in every possible way, as so many 

widows and orphans are interested. The Government of Al- 

berta considers that the granting of necessary concessions to 

western borrowers from life insurance companies would not, for 

the reasons above stated, imperil the security of policy holders or 

their dependents. Furthermore, this argument works both ways, 

in as much as there are widows and orphans who are indebted to 

these companies under mortgages or agreements for sale and 

who are just as much entitled to consideration as policy holders. 

These same widows and orphans are often left in a precarious 

financial position by reason of the fact that in his lifetime the 

deceased was prevented from building up an estate of any kind 

because he had to pay an excessive rate of interest to life insur- 

ance companies and other creditors. 

The Government of Alberta believes that life insurance com- 

panies have misrepresented their position to the public generally. 

Do they expect the people of Canada to believe that policy holders 

should thrive at the expense of our impoverished farmers and city 

dwellers by taking from them their entire surplus income for 

interest charges, by evicting them from their homes for non- 

payment of exorbitant interest, by depriving them of the neces- 

sities of life and education for their children, and by relegating 

them to a status removed from serfdom only by name? These 

very companies which claim that reducing their interest rates to 

less than 6 or 7 per cent per annum will be ruinous, are buying 

Dominion Government bonds yielding from 2 to 3 per cent per 

annum. The Government of Alberta is quite convinced that 

policy holders generally are far from being such merciless indi- 

viduals as to associate themselves with the attitude of these 

companies. 

Mention might also be made of the policy of trust, loan and 

life insurance companies relating to lands foreclosed by them. 
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There are many cases in Alberta where the interests of pur- 

chasers or mortgagors have been extinguished by legal proceed- 

ings and where immediately thereafter, the lands so foreclosed 

were offered for sale by the mortgagee or vendor at a price less 

than the amount of its entire claim and costs. The mortgagee 

or vendor realized that the land in question was not worth the 

total amount of its claim and costs, and could not hope to find a 

buyer at such a figure, but nevertheless, it has often refused to 

allow the same concession to the original purchaser or mortgagor. 

This practice is so unfair as to warrant Government intervention. 

Information is not available as to the investments of banks 

in Alberta. The true extent of banks’ secured claims on property 

is, as a matter of policy, kept secret. It would appear, however, 

that banks as a rule charge a higher rate of interest in western 

Canada than in eastern Canada and due to the system of renew- 

ing notes monthly or several times a year, a borrower, agreeing 

to pay interest at the rate of 7 per cent per annum, would find 

that by the end of the year he had actually paid a much higher 

rate. The situation in regard to banking generally is dealt with 

elsewhere in this Brief. 

Lending institutions have been slow to recognize the serious 

state of affairs in western Canada and they are largely to blame 

for the enactment of unusual! debt legislation in the west. The 

problem of debt and interest charges was discussed at meetings 

of the Agricultural Committee of the Legislature of Alberta from 

time to time, but the lending institutions did not come forward 

with any concrete suggestion which would improve the situation. 

As late as 1936, when The Reduction and Settlement of Debts Act 

was introduced into the Legislature, a representative of the 

Mortgage Loans Association informed the Committee that he did 

not have a definite proposition to make. Generally speaking, the 

theme song of representatives of lending companies was, on every 

occasion, that “the sanctity of a contract must be preserved’. 

They did say that they would be glad to treat each individual 

case on its merits and make concessions if they thought it advis- 

able, but from a practical standpoint, their ideas of concessions 

do not meet the situation. The offer of these companies to make 

a settlement with Alberta debtors along the lines of the Saskat- 

chewan debt settlement does not begin to solve the debt problem. 

The Government of Alberta is of the opinion that the finan- 

cial status of lending institutions and their treatment of bor- 

rowers should be carefully analyzed. Debtors’ affairs are subject 

to the closest scrutiny and it is contended that the affairs of 

lending corporations should also be exposed to the light of pub- 

licity. An analysis of this kind will prove the contention of the 



132 PRIVATE DEBT 

Government of Alberta that debtors should receive far better 

treatment than they have received up to date in the matter of 

interest write-offs and reductions. 

A close examination of the Brief submitted by the Dominion 

Mortgage and Investments Association to the Royal Commission 

on Dominion-Provincial Relations reveals that the lending institu- 

tions, according to their own statements, are unwilling or unable 

to provide future credit for western Canada at a price that can 

be paid by the borrower and/or to voluntarily reduce drastically 

the weight of debt that has accumulated over the depression 

years in the west and/or to reduce future interest charges on 

present indebtedness to a rate of not over 3 per cent per annum. 

This proves the contention of the Government of Alberta that 

private money-lending institutions have lost their usefulness in 

financing primary producers and those indirectly dependent upon 

agriculture. It is, therefore, incumbent upon the Government 

of Canada to take the matter in hand and to find a solution forth- 

with. Up to date that Government has contented itself with a 

negative policy of disallowing Alberta debt legislation. 

SASKATCHEWAN DEBT SETTLEMENT 

It is significant that the debt settlement arranged in Saskat- 

chewan in 1936 was not effected until after the passing of The 

Reduction and Settlement of Debts Act in Alberta. The Gov- 

ernment of Alberta is quite convinced that the settlement 

arranged with Saskatchewan is not at all satisfactory as it still 

leaves farmers with far too heavy a burden to carry. As to its 

effect on lending institutions, reference is made to an article in 

The Financial Post, of Toronto, in its issue of October 10th, 1936: 

“RESERVES PROTECT MORTGAGE COMPANIES 

“Large Companies Will Not Be Seriously Affected by 
Saskatchewan Debt Settlement—Unpaid 

Interest Not Charged 

“Rumors to the effect that several large mortgage com- 
panies are threatened with insolvency as a result of the 
Saskatchewan voluntary debt adjustment scheme, are 
entirely unfounded, The Financial Post is informed. 

“While the amount of unpaid interest wiped out by the 
lending institutions, such as loan, life insurance and trust 
companies, is substantial, few will be seriously affected. In 
most cases the companies have large reserves which will be 
more than sufficient to take care of losses. In addition a 
large number of companies have followed the practice in 
recent years of not charging in their books a considerable 
portion of interest that is due and unpaid, which in effect 
amounts to setting up a hidden reserve. In other cases a 
specific reserve has been set up against unpaid interest. 
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“Most in Relief Taxes 
“Press despatches with regard to the schemes have led 

to a misconception as to the total amount being written off 
by the lending institutions. While the total reduction in 
debt under the scheme is estimated at 75 million dollars, The 
Financial Post is informed by a reliable source that about 
60 million dollars of the write-off consists of relief loans, 
seed grain loans and taxes owing to federal, provincial and 
municipal governments. Thus the maximum amount being 
conceded by the lending institutions is 15 million dollars, 
and this, it is stated, is a liberal figure. 

“It is impossible to arrive at any definite estimate as to 
the amount which will have to be written off by individual 
companies. While figures are available showing the amount 
of mortgages held by the various companies at December Sul 
1934, in both Saskatchewan and Alberta, no division is made 
as between urban and farm mortgages. The Saskatchewan 
scheme applies to farm mortgages only and in addition affects 
farm mortgages differently, according to the location of the 
farm. 

“. .. While the Saskatchewan scheme provides for wip- 
ing out of some unpaid interest and for a reduction in interest 
on outstanding mortgages to 6 per cent, the plan is expected 
to wmprove the position of the lending companies. As a 
result of the wiping out of prior liens held by the Government 
and the easing of the burden of unpaid interest on the mort- 
gagor the position of the mortgages will be materially im- 
proved. Furthermore, it is expected that collections will 
improve so that it will not be necessary to set aside as large 
a reserve in the future against unpaid interest.” 

Particular attention is drawn to the fact that the position 
of the lending institutions was improved by the completion of 
the Saskatchewan debt settlement scheme. 

Regarding the write-off of government relief and seed grain 
loans and taxes in Saskatchewan, it will be noted in another part 
of Alberta’s Brief (Chapter V) that the Province of Alberta, for 
many years, has been writing off advances of this nature in the 

dry areas and that the total loss up to date is around 20 million 

dollars with more in prospect. 

Furthermore, many adjustments have been made in Alberta 

through the Debt Adjustment Board and, although statistics are 

not available, it is estimated that this Board has succeeded direct- 

ly in having private debts reduced to the extent of approximately 

20 million dollars. Further large reductions have been made by 

adjustments between creditor and debtor without reference to 

the Board, but it is quite evident that these settlements would not 

have been arranged if debt legislation had not existed. 

DEBT LEGISLATION IN ALBERTA 

The heavy debt structure of the growing economy and the 

difficulties met by debtors in fulfilling their commitments at 
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certain periods, because of the great variability of income and 

other disabilities suffered by reason of Dominion policies, have 

necessitated considerable debt legislation in Alberta. This legis- 

lation was also necessary owing to creditors insisting that debtors 

recognize the sanctity of contract and pay principal and interest 

in full. It is submitted that debt legislation is justified under 

the circumstances, particularly in view of the fact that the Goy- 

ernment of Canada has failed to solve the problem as other central 

governments have done. Undoubtedly a contract between two 

parties cannot be maintained if it continues to impose an im- 

possible burden on one of the parties. 

A discussion of the sanctity of a contract would not be com- 

plete without consideration of the impossibility of its perform- 

ance. Many times in the world’s history, nations have been forced 

to default in payment of their debts and many have repudiated 

or compromised their debts. It must be remembered that Great 

Britain, when she advised the United States of America that she 

could not continue to pay her war debt according to the letter of 

the bond, set forth good and basically sound reasons for her 

decision. Great Britain had solemnly entered into a covenant 

to pay a certain sum of money, together with interest, at a 

stipulated rate and according to the theory of the sanctity of a 

contract, this amount should be paid. From a moral standpoint, 

however, Great Britain contends that in spite of the covenant 

other considerations must be taken into account. This is on all 

fours with the case of the western farmer who entered into a 

solemn contract to pay a certain sum of money, together with 

interest, and yet finds himself unable to do so. Should he not be 

entitled to the same consideration as Great Britain, or is he to 

be singled out and put in a class by himself and told that he must 

deliver his pound of flesh whether anyone else does or not? Any 

repudiation on the part of the Province of Alberta to date is a 

repudiation not so much of an obligation, as of a hopeless and 

illogical financial system. 

Another instance of default or repudiation may be found in 

the Province of Ontario, probably the wealthiest province in the 

Dominion of Canada. It is well known that more municipalities 

in Ontario have defaulted in payment of their bonds than in any 

other province in the Dominion. True it is that they signed 

“sacred” contracts but, nevertheless, they could not pay the 

amount stipulated. Settlements are being gradually worked out 

under which creditors have been obliged to reduce their claims. 

It is also a fact that the Province of Ontario repudiated 

certain power contracts for various reasons and that debt legisla- 

tion is in force in provinces other than Alberta. 
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Attention is drawn to the following quotation from a book 
on “Monetary Reform”, by J. Maynard Keynes, 1930, Chapter 
‘II, page 74, reading as follows: 

“Nothing can preserve the integrity of contract between 
individuals, except a discretionary authority in the State to 
revise what has become intolerable. The powers of uninter- 
rupted usury are too great. If the aceretions of vested 
interest were to grow without mitigation for many genera- 
tions, half the population would be no better than slaves to 
the other half. 

“Nor can the fact that in time of war it is easier for the 
State to borrow than to tax, be allowed permanently to 
enslave the tax payer to the bondholder. Those who insist 
that in these matters the State is in exactly the same position 
as the individual, will, if they have their way, render im- 
possible the continuance of an individualist society, which 
depends for its existence on moderation. 

“The conclusions might be deemed obvious if experience 
did not show that many conservative bankers regard it as 
more consonant with their cloth, and also an economizing 
thought to shift public discussion of financial topics off the 
logical on to an alleged “moral” plane, which means a realm 
of thought where vested interest can be triumphant over the 
common good without further debate. But it makes them 
untrustworthy guides in a perilous age of transition. 

“The State must never neglect the importance of so 
acting in ordinary matters as to promote certainty and 
security in business. But when great decisions are to be 
made, the State is a sovereign body of which the purpose is 
to promote the greatest good of the whole. When, therefore, 
we enter the realm of State action, everything is to be con- 
sidered and weighed on its merits. Changes in Death Duties, 
Income Tax, Land Tenure, Licensing, Game Laws, Church 
Disestablishment, Feudal Rights, Slavery, and so on through 
all the ages, have received the same denunciations from the 
absolutists of contract—who are the real parents of Revolu- 
trons 

The action of the Dominion Government in permitting altera- 
tion of debt contracts under The Farmers’ Creditors Arrange- 
ment Act establishes beyond any possibility of doubt that the 
right of governments to intervene to deal with an intolerable debt 
situation is now constitutionally recognized in Canada. 

A short historical review of debt legislation in Alberta, up 
to the end of the year 1936, follows, and this indicates progressive 
and determined efforts to ensure equitable adjustment and treat- 
ment for the debtor class. The growing seriousness of the prob- 

lem in recent years is demonstrated by the extension of the 
legislation. 

In the early days the debt problem generally was not as 

serious as at present and the legislation was simple. The Ex- 

emptions Act, an Ordinance passed in 1898, provided for exemp- 
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tion of certain property of an execution debtor from seizure 

under all writs of execution. The exemptions were essentially 

a homestead of not over 160 acres or house actually occupied up 

to a value of $3,000, a specified minimum of productive equip- 

ment, certain personal possessions, and food for a limited time. 

The intent was evidently that the resident should not be deprived 

entirely of his means of livelihood. Amendments have been 

added in recent years to include recently developed types of pro- 

ductive equipment, such as a tractor and a motor car which has 

been in use at least a year and not exceeding $400 in value. In 

1935 it was provided that a mortgagor, under a chattel mortgage 

executed after the passing of the Act, could claim as exempt any 

chattels which would be exempt under The Exemptions Act, even 

though such chattels were included in the mortgage. 

The Extra Judicial Seizures Act was passed in 1914, and 

provided that all extra judicial seizures must be made by a 

sheriff or person authorized by him, and that no sale after seizure 

under process issued out of any court of record in the Province ~ 

or after any other seizure or distress should be held except upon 

an order of a judge. The Act placed all seizures and sales under 

the supervision of the court and court officials. It eliminated 

certain previous abuses where individuals were able to make 

seizures. and conduct sales without supervision often at great 

inconvenience and loss to the debtors. Amendments in 1923, 

1929, 1930 and 1931, clarified the Act and provided the debtor 

with ample time and opportunity to present his case to the court. 

The war resulted in two Acts, The War Relief Act of 1918, 

and The Soldiers’ Relief Act of 1916 and 1918, which were 

designed to provide extension of time for soldiers to meet their 

obligations. 

The years 1921 and 1922 were especially difficult ones for a 

considerable section of the Province. The Government under- 

took to protect the farmers in the southern portion of the Prov- 

ince, where there had been such a succession of crop failures that 

many farms were being abandoned. An Act known as The 

Drought Area Relief Act provided that those located in the 

designated dry area should be permitted to retain, out of the 1922 

crop, sufficient proceeds or portion of the crop to enable them to 

maintain themselves and their families and to continue farming 

operations until the harvest of 1923. The Act empowered the 

Government to establish the area and appoint a commissioner to 

administer. 'The commissioner had power to file in court a cer- 

tificate which stayed all legal process until the certificates were 

set aside by the court. 

The Drought Area Relief Act was replaced in 1923 by The 

Debt Adjustment Act, 1923, which was designed to continue 
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relief to the drought-stricken farmers by keeping them on the 
land with their property intact so that they would eventually 
have an opportunity to pay their debts. Resident farmers in the 
main portion of southern and east-central Alberta could apply 
to the Debt Adjustment Board created by the Act for a certificate 
which, if granted, prevented the creditors from taking or con- 
tinuing any proceedings against the debtor’s property. The onus 
was on the debtor. The creditor could, however, apply to a 
district court judge for leave to proceed, and the judge had full 
discretionary power to dispose of the application. The director 
of the Board had power to cancel a certificate and make directions 
to the resident as to the disposition of his property or any part of 
ite 

The difficulties which had developed by 1930 lead to further 
extension of the Act and in 1931 it was broadened to include 
actual residents who were personally engaged in farming any- 

where in the Province, and in 1932, to persons who had retired 

from farm operations and had either leased or sold their property 

under agreement for sale or transferred it and taken a mortgage 

on which payments were due, and to certain related persons. 

In 1933, it was deemed necessary to protect resident home 

owners and merchants as well as resident farmers. Amendments 

were added in which the onus was placed on a creditor to apply 

for a permit to take proceedings for any debt, the whole of the 

original consideration for which arose prior to July Ist, 1922, 

against resident farmers or resident home owners and, until a 

permit was issued, proceedings could not be taken or continued. 

In 1936, the Act was again revised. This revision made the 

Act apply to all debts, the original consideration for which arose 

prior to July Ist, 1932. No appeals were allowed from the 

decisions of the Debt Adjustment Board. Power was also taken 

to declare a moratorium. The 1937 Debt Adjustment Act en- 

larged the debtor group to include all “resident debtors.” 

In 1936, believing that some positive step should be taken 

to reduce the accumulation of arrears of interest, The Reduction 

and Settlement of Debts Act was passed, providing that no inter- 

est which had accumulated since July 1st, 1982, could be collected ; 

that interest rates on other debts should not exceed 5 per cent, and 

also providing for retirement of principal in annual instalments. 

This Act was declared ultra vires by the Alberta Courts. There- 

upon the Government in 1937 passed The Postponement of Debts 

Act. This enabled the Lieutenant Governor in Council to declare 

a moratorium at any time or for any period. Under this Act a 

moratorium was brought into effect with respect to certain debts 

as described in the Order in Council. 
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Relief was also afforded with respect to arrears of taxes. 

The Local Tax Arrears Consolidation Act (1931) and subsequent 

enactments of a similar nature provide for the consolidation of 

arrears of taxes over a five-year period and also give the various 

municipal units the right to enter into consolidation agreements 

with the owners of land with respect to such arrears. The Tax 

Recovery Acts of the Province have been developed along lines to 

protect as far as possible the owners of lands against forfeiture 

and loss by reason of inability to pay taxes. 

The Government of Alberta believes that it is of the utmost 

national importance to settle on an equitable basis the debt ques- 

tion in western Canada and that, failing action on the part of 

creditors or on the part of the Dominion Government, other avail- 

able means must be taken. 

PRIVATE DEBT AND FEDERAL ACTION 

As a result of representations made by several of the prov- . 

inces, the Dominion Government in 1934 took action along two 

lines by passing The Farmers’ Creditors Arrangement Act and by 

amending The Canadian Farm Loan Board Act. 

The Farmers’ Creditors Arrangement Act empowered the 

Dominion to constitute Boards of Review in the several provinces 

and to give these Boards authority to reduce debts both as to prin- 

cipal and interest. A Board was formed in due course and has 

since functioned in this Province. It has heard a large number of 

applications and has substantially reduced the indebtedness of the 

various applicants but unfortunately, although a step in the right 

direction, the Act has utterly failed to solve the private debt pro- 

blem in Alberta. In the practical application of the Act, a 

number of serious weaknesses have developed as follows: 

1. One Board of Review has been quite unable to cope with 

the number of applications presented with the result that often 

over a year elapses from the time an application is filed until it is 

heard by the Board. 

2. The Board of Review has no power to re-open and amend 

a proposal formerly dealt with by it. Proposals formulated, par- 

ticularly during the first year and a half, were in the main unsatis- 

factory owing to continued crop failures and to the fact that 

secured creditors’ claims were not reduced sufficiently. 

3. The Act does not apply to personal representatives of de- 

ceased farmers. This has created a severe hardship on surviving 

widows and children. Obviously a farmer’s estate, regardless of 

the date of his death, should be entitled to just as much if not 

more consideration than the farmer himself. 
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4. The Board cannot deal with creditors’ claims in cases 
where no privity of contract exists between the farmer and such 
creditor. 

5. The Board of Review, particularly during the first 
eighteen months of its operation, was inclined to favour first mort- 
gages unduly on the assumption that the principal of a first mort- 
gage should not be reduced and that the interest rate on a first 
mortgage should not be reduced below 7 per cent per annum. On 
the other hand, unsecured creditors’ claims were dealt with dras- 
tically, deductions running anywhere from 25 to 75 per cent of 
the principal with no interest allowed. The net result was that 
a loan company with ample reserve funds would contribute very 
little towards easing up a farmer’s burden, whereas a country 
merchant in dire financial straits would contribute a very sub- 
stantial portion of his claim based mainly on necessaries of life 
supplied. Even proposals formulated within the last year or so 
seem to be based on a wrong conception of the amount which a 
farmer should pay by way of interest on secured claims. Not 
enough consideration is given to all the circumstances surround- 
ing the debt situation, the financial status of the creditor, the 
amount paid by debtors in the past by way of interest and the 
amount they require in the future to repair and maintain their 
farms and equipment and maintain a decent standard of living. 

6. The Act does not provide relief for urban debtors. The 
incomes of people residing in cities, towns and villages in Alberta 
depend to a large extent on agricultural revenue in the Province 
and have, therefore, dropped during the depression. 

The conclusion is irresistible that the Dominion Govern- 

ment’s set policy is to protect first mortgagees, particularly lend- 

ing corporations, at the expense of debtors and other creditors. 

The operation of the Canadian Farm Loan Board Act has 

also proved unsatisfactory. The amendment to this Act increased 

the amount which might be loaned to any applicant to 50 per cent 

of the appraised value of the land and 20 per cent of the perman- 

ent improvements thereon with a limit of $7,500 for any one loan. 

Provision was also made for a supplementary loan by way of 

second mortgage and a charge on live stock and other personal 

property to an extent not exceeding one-half the amount of the 

first mortgage. The total amount of both loans shall not exceed 

two-thirds of the appraised value of the land and buildings. It 

was no doubt intended that this Act should operate in conjunc- 

tion with the Farmers’ Creditors Arrangement Act so that after 

an adjustment was made under the latter Act a loan might be 

obtained under the former Act to liquidate the indebtedness as 

adjusted. 
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It must be stated quite frankly, however, that the amend- 

ments to The Canadian Farm Loan Board Act have not worked 

out in practice to accomplish this purpose. In the effort to avoid 

any possible loss in the operation of this Act, it is felt that in prac- 

tice, loans have been restricted to too small a percentage of the 

appraised value; loans are not made at all in many areas of the 

Province and there are too many restrictions with respect to the 

approval of an application. For example, loans will not be made 

unless the applicant is actually residing on the land; administra- 

tors and executors cannot make application; and a loan will not 

be made unless the proceeds thereof satisfy and discharge all out- 

standing debt against the applicant. This last restriction has 

especially operated to prevent many deserving applicants from 

obtaining loans. Furthermore, the rate of interest charged by 

the Canadian Farm Loan Board is still too high. It should not be, 

in any event, more than 3 per cent per annum, amortized over a 

long period. 

In recent years much consideration has been given to pro- 

vision of flexibility in farm mortgages. The ordinary mortgage 

has proven an unstable instrument for financing the land pur- 

chases and operations of the Prairie farmer. The requirement 

of high fixed interest payments and amortization payments has 

levied a fixed annual charge against the farmer. A fluctuating 

income, such as that experienced in the past and likely to continue 

in the future in Alberta, has produced periods in which these con- 

tractual obligations could not be met. There has followed loss of 

farms, hardships to owners, accumulations of unpaid interest 

and, at times, an inability to pay taxes which has embarrassed 

the Provincial Governments. It is suggested that some plan might 

be worked out providing for the readjustment of debts commen- 

surate with the farmer’s ability to pay. The Government of 

Alberta suggests that this method be studied with a view to ascer- 

taining whether or not such a scheme could be put into practice 

in the operations of the Canadian Farm Loan Board. As long 

ago as 2250 B.C., it will be found that the Kingdom of Babylon had 

a law to the effect that if a farmer suffered a crop failure in any 

year he was not obliged to pay interest to his creditors for that 

year and could alter his contract accordingly. 

From the standpoint of the welfare of Canada as a whole, 

consideration should be given immediately by the Government of 

Canada to the enlargement of the credit facilities provided by the 

Canadian Farm Loan Board, to a reduction in the interest rate 

charged by the Board and to drastic changes in The Farmers’ 

Creditors Arrangement Act and its administration, by Boards of 

Review. It is well recognized that lending institutions in the past 

have performed a useful function in the light of the economic 
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system that existed at the time, but conditions have changed and 
the financial needs of agriculture in western Canada cannot now 
be provided by lending corporations. 

Provision for further agricultural credit and the readjust- 
ment of debts commensurate with the farmer’s ability to pay, at 
the same time permitting him to live like a human being by pro- 
viding for necessary goods and services, would do much to solve 
the private debt problem of western Canada and allay much of 
the anxiety and discontent prevailing at the present time. Any 
scheme of reconstruction and debt settlement should also include 
urban dwellers. If this were done, the morale of all our citizens 
would be greatly improved; business would be stimulated from 
coast to coast and Confederation would be strengthened. The 
Government of Alberta suggests that business men should take 
an active interest in our debt problem and should press for an 
early and effective solution. In as much as the Government of 
Canada has, up to the present time, failed to face this issue 
squarely, the Government of Alberta has been compelled to use 
every means within its power to relieve debt-ridden Alberta 
citizens. 

The fundamental principles governing the question of 

private debt will be dealt with in Part II of this brief. 
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Freight Rates as They Affect Alberta 

The people of Alberta suffer the highest freight charges 

on goods exported from the provinces, and pay the highest rate 

on incoming goods. Thus Alberta stands at the very apex of 

the freight rate structure. Nearly all of the Saskatchewan 

grain moves east by rail. Alberta grain moves chiefly west, 

but may move east or west depending on the market price of 

wheat, storage charges, and ocean freight rates. The dividing 

line between east and west movements runs generally north and 

south about 150 miles east of Calgary and Edmonton; if ocean 

freight rates drop the line may move farther east 25 or 50 miles. 

Thus it is not possible to fix precisely the breaking line between 

east and west shipments. From this it is clear that Alberta 

grain will yield its producers the lowest net value of any of the 

provinces. This disability, while in part due to geographical 

location, is mainly the result of lack of co-ordination in the 

freight rate structure. 

The present freight rate structure was designed when traf- 

fic was much less and population more sparse than is now the 

case. The cost of moving freight depends partly on the volume 

of business available. With an increase in traffic, ton-mile 

costs drop and freight rates should drop. For the prairie prov- 
inces traffic has increased but rates have not dropped commen- 

surately. Yet it is widely recognized that the railroad earnings 

in the west are crucial. An examination of the annual reports 

of the Canadian Pacific Railway reveals a close correlation be- 

tween the volume of western traffic and the earnings of the 

system. Sir Edward Beatty has reported that 60 per cent of the 

earnings come from the western provinces. The annual re- 

ports persistently have attributed the gains and losses of both 

gross and net revenues to the rise and fall of crop conditions.) 

The disadvantages existing in the Province of Alberta in 

regard to the Canadian freight rate structure may be listed 

under six general headings, as follows: 

1. Generally lower scales eastern Canadian rates under 

western Canadian rates as per Exhibits I to VI (inclusive). 

(1) This chapter is the work of Alfred Chard, Freight Rate Supervisor for the Gov- 
ernment of Alberta. 

(2) See, for example, reports of 1922, p. 6; 1925, p. 6; 1935, pp. 6-7; and 1936, p. 6, 
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2. Examples of rates on some basic commodities produced 
and consumed in Alberta, compared with rates on the same 
commodities in eastern Canada as per Exhibits VII to XII. 

3. Unfavourable position of distributor and consumer in Al- 
berta as a result of the water compelled lower trans-continental 
rate basis from eastern Canada to coast points as compared 
with Alberta points as per Exhibits XIII, XIV and XV. 

4. Unfavourable position of Alberta relatively as a result of 
the rate structure between eastern Canada and Alberta, break- 
ing at the head of the lakes, and of the unfavourable effect of 
the rate structure applying between the head of the lakes and 
Alberta points, caused by the constructive mileage introduced 
between Fort William and Winnipeg as per Exhibits XVI, XVII, 
DOVE Pex Xe XK) XXI and’) XXII. 

5. Unfavourable position of Alberta relatively compared 
with other western provinces as a result of the higher moun- 
tain scale of rates in effect over the prairie scale as per Exhi- 
bits XXIII and XXIV. 

6. The grain rate structure compared eastern Canada with 
western Canada and particularly as it detracts from Alberta’s 
geographical advantage of using the province of British Colum- 
bia as a consuming market as per Exhibits XXV, XXVI, XXVII 
and XXVIII. 

SUBJECT 1.—Generally lower scales eastern Canada rates under 
western Canadian rates as per Exhibits I to VI. 

The bases for freight rates structures are standard mileage 
rates. From these bases the various commodity rates are struck 
under which the majority of the traffic moves. In Canada 
there are four standard freight scales, one east of Sault Ste 

Marie and Windsor, Ontario; one from Sudbury to Fort Will- 

iam, one in the prairie provinces, and the fourth in British 
Columbia. 

The rates in the prairie provinces are persistently higher 
than in the eastern district. Exhibit I shows the standard 
mileage first class rate for different mileage groups in eastern 

and western districts as well as the first class rates on which 

much of the traffic moves. This indicates that the actual first 

class rate in the east is 58 cents per 100 pounds for 100: miles 

and 65 cents in the prairies. For 500 miles the respective rates 

are $1.08 and $1.62, the prairie rate being 50 per cent higher 

than the eastern rate. “) It also indicates that not only are the 

basic rates less, but the actual reduction and the percentage re- 

duction is almost double in the east to that of the west. 

(1) The second column shows the standard rate from which reductions have been 
made as shown in column 3. 
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Exhibit II reveals that for the first five classes of com- 

modities the eastern rates are generally lower than the western 

rates, and this is almost uniformly true, whether for 200 miles 

or 600 miles. In a few cases, for very short distances, the west- 

ern is favoured. But the volume of goods in the first five clas- 

ses moving such short distances is very low. 

Exhibit III is a comparison of the rates on eight classes 

covering the traffic as it moves from distributing centres such 

as Montreal and Calgary for equal distances. For example, in 

the east second class goods moving from Montreal to Burketon, 

about 300 miles, carries a rate of 72 cents, while the same goods 

moving from Calgary to Seward, the same distance, carries a 

rate of 96 cents, a difference of 24 cents per 100 lbs. For longer 

distances the difference in favour of the east runs as high as 50 

cents per hundred pounds or more. Yet, owing to topography of 

the prairie regions, gradients are few and curvature is at a 

minimum. The physical conditions for train operation are 

excellent in the west. 

Under this heading it is not intended to introduce exhibits 

showing the various commodity rate differences in eastern and 

western Canada; some comparisons will be made on a few basic 

commodities under heading No. 2. Notwithstanding the fact 

that in the past, it has been argued that the differences in class 

rate structures in the different territories are not of much mo- 

ment as most of the basic commodities move on rates more or 

less reduced from the class rate structures, endless exhibits of 

commodities’ rate comparisons western Canada with eastern 

Canada could be produced showing the majority of the com- 

modities having a rate advantage in the latter, it is the purpose 

of this review to stress the very decided advantage that eastern 

Canada enjoys over western Canada in the class rate structure 

on a very large percentage of the tonnage that moves under 

this structure. 

For this purpose Exhibit IV, which is a statement intro- 

duced by the Canadian Pacific Railway covering the commodi- 

ties moved in the year 1925, and Exhibits V and VI are produced 

to exemplify this point. 

The average length of haul of commodities is much longer 

west of Port Arthur than east of Port Arthur, as a comparison 

of Columns 1 and 38 of Exhibit IV will indicate. For example, 
in the case of grain, the east haul is 466 miles on the average 

while in the west it is 645 miles. It is a well recognized prin- 

ciple in rate making, that rates should not rise as rapidly as 
distance—this is the tapering principle. Terminal and many 

other overhead charges are the same whether a ton moves 10 
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miles or 1,000 miles. Thus the longer the haul the lower should 
the ton-mile rate be. That is, the overhead costs may be 
spread over a greater distance. Yet frequently we find that 
the western ton-mile rate is almost as high or higher than in the 
east. For example, eastern grain moves an average of 466 
miles and pays a rate of 60 cents per ton-mile, while western 
grain moves an average of 645 miles (about 40% more) and yet 
pays almost the same ton-mile rate. If the usual tapering prin- 
ciple were applied the western rate would be 13.2% lower than 
it is at present. Similarly, if the normal tapering principle 
were applied, lumber rates would be 31% lower, and the rate on 
anthracite coal would be 52% lower, etc. “Other revenue bill- 
ing” represents 10/17 of all the tonnage moved in 1925 in 
the east. 

The result we find from this particular item is that, while. 
the average haul in the west would normally warrant a 15% - 
lower ton-mile result in the west, the west actually paid on a 
basis which produced a ton-mile result 26.7% higher than the 
east. 

In 1925 the western lines of the C.P.R. handled substan- 
tially the same total tonnage (17,175,530 tons) as the eastern 

C.P.R. (17,614,194 tons), but it cost the shippers of the west 

$14,119,373 more for the service than it would have had the 

-rate schedules been the same as indicated in Exhibit V. And as 

the traffic density on the Canadian National Railway is simi- 

lar to the Canadian Pacific Railway in the west, on this basis 

it can be assumed that the freight rate penalty for the west in 

that year totalled about twenty-eight million dollars more than 

it would have been had we an equalized freight basis with east- 

ern Canada. It is alleged that western grain rates are low. 

However true this may be, the fact is that had the same volume 

moved on eastern schedules, and allowing for greater average 

length of haul, the saving would have been $2,585,967. 

The “Other Revenue Billing”, which includes all billing 

other than the basic commodities listed in Exhibit IV, and 

which is largely listed under class rates, would have cost the 

public in the west almost $10,000,000 less on an equalized basis 

with the east. While the average haul in the west would war- 

rant a 15 per cent lower ton-mile rate, the west actually paid a 

ton-mile rate of nearly 27 per cent higher. The western ton- 

mile rate on this class was 1.98 cents on an average haul of 365 

miles, as against an eastern rate of 1.51 cents per ton mile for an 

average haul of 230 miles, or 186 miles shorter. 

The most important single factor emerging from this study 
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higher than eastern grain rates. Most of the foregoing facts 

are based on the year 1925, since which no important freight 

rate changes in the east and west have been made. Such data 

as is available indicates that a study of C.N.R. rates would show 

the same result. 

SuBJECT 2.—Examples of rates on some basic commodities 

produced and consumed in Alberta, compared with rates on 

the same commodities in eastern Canada as per Exhibits VII 

to XII. 

A study of individual commodities reveals that eastern 

rates are usually lower than western. Table VII, for example, 

shows that carload lumber rates from Vancouver to Calgary, a 

distance of 642 miles, are 50 cents per 100 pounds, while the 

rates from Mount Laurier to Glencoe in the east, a distance of 

643 miles, are 27 cents per 100 pounds, a differential favouring 

the east by 85 per cent. A study of Exhibit VIII will reveal 

similar inequities for other western points. 

Exhibit VIII reveals the discrimination in favour of the 

east on local lumber hauls. For example, from Edmonton to 

Cluny, 245 miles, the rate is 22.5 cents, while the local rate 

from Mount Laurier to Finch is 17.5 cents, a differential favour- 

ing the east by 28.5 per cent. Similar inequities ranging up to 

38 per cent are found for longer distances. Furthermore, the 

minimum carload requirements are nearly always lower in the 

east. 

Exhibit IX shows a comparison of rates on fresh fruits 

from Okanagan Landing, B.C., to Alberta points, with rates 

from Hamilton, Ontario, to points of similar distance. From 

Okanagan Landing to Calgary the rate is $1.04 per 100 pounds, 

while the rate from Hamilton to Vaudreuil is $.65; yet the dis- 

tances are about the same. This difference prevails in spite of 

the fact that the western rates are commodity rates while the 

eastern rates are class rates. 

Exhibit X shows the rates on fresh meats for various hauls. 
From Toronto to St. John, a distance of 810 miles, the rate is 
$.555, while the rate from Calgary to Vancouver is $1.10, double 
the St. John rate; yet the western distance is only 80 per cent 
of the eastern haul. There are no export rates on fresh meats 
from the Prairies to Vancouver. This rate from Calgary, about 
200 per cent of the rate from Toronto to St. John, constitutes 
a serious burden on the west. (See Exhibit X) 

Exhibit XI is a comparison similar to the foregoing, but on 
cured meats. Again there are no export rates on this com- 
modity from Alberta to Vancouver, the rate being 321 per cent 
of that from Toronto to St. John, and yet the western mileage 
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from Calgary to Vancouver is only 80 per cent of the eastern 
mileage. Reasonable rates on fresh and cured meats to the 
Pacific coast would encourage the diversification of agriculture 
in Alberta and pari passu reduce the vulnerability of single crop 
farming. 

Exhibit XII shows a comparison of butter rates from cen- 
tral Ontario points to Montreal and St. John, and from Calgary 
to Vancouver. A study of the Exhibit reveals that the rate from 
Calgary to Vancouver is 204 per cent of the rate from London, 
Ontario, to St. John, although the former movement is only 70 
per cent in mileage of the latter. Lower rates would aid diversi- 
fication of agriculture. 

SUBJECT 3.—Unfavourable position of distributor and consumer 
in Alberta as a result of the water compelled lower trans- 
continental rate basis from castern Canada to coast points 
as compared with Alberta points as per Exhibits XIII, XIV 
and XV. 

As in the United States, so in Canada there is a problem 
seriously perplexing the territory several hundred miles inland 
from the Pacific coast. Due to water competition, especially via 
the Panama Canal, through rates to and from the coast cities 
are much lower than inland rates. This operates as a severe 
burden on the Alberta consumer and distributor. 

Exhibit XIII shows the leading facts in this regard. Am- 
monia, for example, takes a rate of $2.335 per 100 pounds from 
Montreal to Calgary and Edmonton, while the rate to Vancou- 
ver is $1.25, which means that the Alberta rate is 87 per cent 
higher than the Vancouver rate, although the latter involves a 
haul of several hundred miles more. In the case of calcium 
phosphate the rate to Alberta is $2.345 and to Vancouver $.75, 
the former being 213 per cent higher. A study of the table re- 
veals other commodities bearing uniformly higher rates when 

moving to Alberta, the territory closer to the point of origin. 

In the United States the transportation grievance of the 

tier of Rocky Mountain communities from Washington to Ari- 

zona was serious for many years. The freight rates from all 

eastern territory to these localities were from 25 to over 100 

per cent higher than to the Pacific coast, although the goods in 

transit passed their very doors and might be hauled a distance 

greater by one-fourth. A carload of glassware from Pittsburgh 

to Spokane, Washington, paid a freight rate of $649.44, while 

the charge to Seattle, four hundred miles farther west, was only 

$393.60. <A first class commodity (carload) rate from Omaha 

to Reno, Nevada, was $858.00. If the goods were delivered 154 

miles farther west, at Sacramento, passing through Reno en 
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route, the freight bill amounted to but $600.00. If “tin boxes 

and lard pails, nested,” moved in carloads, Seattle got them from 

“anywhere east”? for a commodity rate of 85 cents, as against 

the regular fourth-class rate to Spokane of $1.90 per hundred 

pounds.) 

After the Spokane decision in 1914 there were no class or 

commodity rates to the Pacifie Coast below those to the inter- 

mediate towns. The transcontinental rate structure had there- 

fore at last been brought into conformity with the long and 

short haul clause, and thereby “a long-standing cause of irrita- 

tion to the intermountain country’? was removed. 

The decision of the Commission was unwelcome to the 

Pacific Coast interests, and at the earliest favourable oppor- 

tunity they resumed the attack. By the middle of 1921 the 

competition of the water lines had become so great as to cut 

seriously into the revenues of the transcontinental railroads. . 

Accordingly these roads, with the active support of the Pacific 

Coast interests, applied to the Commission for permission to 

establish lower rates to and from the Pacific terminals than 

were in effect to and from the intermediate points on traffic hav- 

ing origin or destination in the territory east of the Rocky 

Mountains. In a decision rendered on October 30, 1922, the 

Commission denied the application, with a few exceptions. Had 

the law been the same in 1922 as in 1917 the Commission would 

doubtless have granted its approval, for water competition was 

then active, as it had not been in 1917. The passage of the 

Esch-Cummins Act, however, introduced a new situation. This 

Act, like the Mann-Elkins Act, authorized the Commission to 

permit the railroads to depart from the long and short haul 

clause, that is, to make a lower charge to the more distant point 

than to the nearer point; but unlike the earlier legislation it 

provided that the Commission should not sanction the establish- 

ment of a charge to or from the more distant point that was not 

“reasonably compensatory.” Moreover, the Esch-Cummins Act 

declared it ‘“‘to be the policy of Congress to promote, encourage, 

and develop water transportation, service, and facilities in con- 

nection with the commerce of the United States, and to foster 

and preserve in full vigor both rail and water transportation.” 

The Commission expressed the view that the new provisions were 

Congress’s way of saying that the Commission should adopt a 

less liberal policy in dealing with departures from the long and 

short haul rule than it had followed theretofore. 

(1) Ripley, Wm. Z., Railroads, Rates and Regulation, pp. 611, 615, 
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While water competition must be recognized as a factor in 

the rate structure, it seems reasonable to apply the principle of 

the Spokane case to the Canadian railroad structure. 

Railroad companies, to facilitate rate making, assign every 

one of the thousands of commodities offered for shipment to one 

of several classes, or a special commodity rate is assigned to a 

commodity. The latter is especially true for commodities of a 

bulky character which cannot bear the higher class rates. How- 

ever, in this connection a serious abuse has developed which af- 

fects adversely the Alberta consumer and distributor. Exhibit 

XIV shows that canned goods, for example, when moving from 

Montreal to Alberta points are assigned to fifth class, and the 

rate is $1.98 per hundred pounds; while if the goods move to 

Vancouver, a special commodity rate of $1.50 is assigned. This 

makes the Alberta rate 2.09 cents per ton-mile, and the Vancou- 

ver rate 1.04 cents per ton-mile. Thus the Alberta rate is 100 per 

cent above the Vancouver rate. In the case of barbed wire, an 

important item in farm costs, the shipments to Alberta go in fifth 

class and carry the rate of $1.98, while the shipments to Van- 

couver carry a commodity rate of 75 cents. This means that the 

ton-mile rate to Edmonton or Calgary is 240 per cent higher than 

the Vancouver rate. This higher freight on wire costs the Alberta 

farmer $26.40 more to put a three-strand fence around a quarter- 

section of land. Similarly baking powder, confectionery, dry 

goods, hardware, tools, boots, shoes, paints and varnishes carry 

relatively low commodity rates to Vancouver but must be shipped 

on class rates to Alberta points. 

As previously mentioned, wholesalers and jobbers, as well 

as the people of Alberta, suffer under this rate structure. Table 

XV shows the disadvantage of Calgary as a distributing point 

in an area logically tributary to it. Thus paints and varnishes 

can be shipped from Montreal to Vancouver and reshipped in 

less-than-carload lots (L.C.L.) to Vernon, B.C., a distance of 

3200 miles, for $2.24 per cwt.; while to ship in carloads to Calgary 

and L.C.L. to Vernon, a distance of only 2589 miles, costs $2.97. 

This is a difference in favour of Vancouver of 73144 cents per 

cwt. 

Flannelette blankets move to Vancouver in a cotton goods 

car at $1.75 per cwt. The Edmonton rate is $4.5314 per cwt. 

This tremendous difference is principally due to the fact that the 

railways will not include cotton blankets in a cotton goods car 

to Edmonton. If these blankets could be included in a fourth 

class cotton car the rate would be $2.3314 and the discrimination 
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would not be so great. The railways will accept these blankets in 

a fourth class car if the edges are not whipped. Unfortunately 

it is not practical to ship them in this shape, as the edges will 

fray. They cannot be whipped in Edmonton since no equipment 

is available. A rate structure that will allow a Vancouver whole- 

sale to bring blankets to Vancouver and reship local freight to 

Holden—a town 60 miles east of Edmonton—for 2114 cents per 

cwt. less than is charged for shipment direct to Edmonton does 

not seem reasonable. The rates are $1.75 Montreal to Vancouver 

plus $2.57 local freight Vancouver to Holden in Alberta, and the 

Montreal to Edmonton rate is $4.5314. The same discrimination 

in favour of Vancouver applies in case of other dry goods, hard- 

ware, tools, and barbed wire. Other figures are presented in 

Exhibit XV. 

SUBJECT 4.—Unfavourable position of Alberta relatively as a re- 

sult of the rate structure between eastern Canada and ~ 

Alberta breaking at the head of the lakes, and of the un- 

favourable effect of the rate structure applying between the 

head of the lakes and Alberta points, caused by the construc- 

tive mileage introduced between Fort William and Winnipeg 

as per Hahibits XVI, XVII, XVII, XIX, XX, XXI and XXII. 

At the other end of the prairie region Winnipeg is in a 

favoured position. Although from Port Arthur to Winnipeg is 

419 miles, for calculating rates a “constructive mileage” of 290 

miles is used. Exhibit XVI shows the first and fifth class rates 

based on the standard mileage and on the termini formula be- 

tween the lake termini and certain western points and shows the 

rates to the prairie points to be higher percentage over Winnipeg 

than the spread in the standard mileage rates warrants. In some 

cases Winnipeg distributors can ship L.C.L. beyond Edmonton 

at a lower rate than the combination of the carload rate from 

Montreal to Edmonton plus the local rate. Many commodities 

can be shipped in car lots to Winnipeg (as well as to Vancouver 

as previously explained) and re-shipped L.C.L. into Edmonton 
territory at a lower total freight charge than would be the case 

if shipped direct in cars to Edmonton and distributed from there, 

as is indicated in Exhibit XVII. 

Exhibit XVIII further exemplifies this disadvantage, using 
three commodities and the ton-mile rate factor. It will be noted 
that the rate on newsprint to Edmonton where the ton-mile rate 
should be normally a 30 per cent reduction from the Winnipeg 
ton-mile rate, actually the reduction is only 3 per cent. 
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If Edmonton and Calgary are economic distributing points 
it would seem to be sound public policy to encourage their growth, 
rather than to encourage long L.C.L. hauls. 

Exhibits XIX and XX are proposed compilations based on a 
new rate structure between the Fort William termini and west- 
ern points, which would act more equitably with the latter points. 

Exhibit XXI is an exemplification of the lower rates that 
would be provided from Eastern Canada to Alberta points if the 
through rates got the advantage of the tapering factor in long 
haul rates. 

Exhibit XXII lists some commodity rates from eastern 
Canadian points to Winnipeg and to Edmonton. It shows that 
the commodity rates in effect to Winnipeg are a less percentage 
of the class rates than are the commodity rates to Edmonton of 
the class rates. It also shows that the commodity rates to Edmon- 
ton are a higher percentage of the commodity rates to Winnipeg 
than are the class rates to Edmonton over the class rates to 
Winnipeg. In other words, if the commodity rates to Edmonton 
bore the same percentage increase over the commodity rates to 
Winnipeg, Edmonton would enjoy lower commodity rates even 
under the present class structure about which we have com- 
plained as being relatively discriminatory. The same situation 
applies to Calgary and other Alberta points. 

DECREASED PURCHASING POWER OF THE WESTERN 
FARMER’S DOLLAR 

The distance from market for the products of the Alberta 
farmer, considerably reducing the net monetary returns to him, 
is not the only handicap under which he labours. In turn, he is 
obliged at the present time to purchase most of the articles of 
consumption in markets necessitating long transportation hauls, 
the transportation costs of which are not only excessive in them- 
selves, but are relatively high compared with other parts of 
Western Canada, as has been previously shown. This feature 
has the double-barrelled effect of raising the cost of production 
and further narrowing the net receipts, if any, received for his 
products. 

Undoubtedly, this situation places the western producer 
under a severe handicap in competition with producers in the 
central provinces, the most of whose requirements are produced 
locally. That this handicap, especially as regards certain imple- 
ments of production, is substantial, can readily be seen by com- 

paring the prices in Ontario and Alberta as listed in the following 

table. The higher prices for Alberta are almost entirely ac- 

counted for by the additional cost of transportation as follows :— 
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Article Alberta Ontario 

Low priced Passenger Automobile, Edmonton and 

Windsor respectively ............-.ccccecccceetssscereceneenes (x)$1,190.00 $1,021.00 

Medium priced Passenger Automobile, Edmonton 

and Windsor respectively. ...........<.-.sse-crssrs+2--: (x) 1,495.00 1,295.00 

Light Delivery Truck, Edmonton and Windsor 

TESPCCEIVELY .....scssseeeccsenceceessecneneneeeensarantessenensenesenes 975.00 820.00 

14% Ton Truck, Edmonton and Windsor respectively 1,205.00 999.00 

2-Ton Truck, Edmonton and Windsor respectively 1,375.00 1,149.00 

Electric Ranges—Additions for freight, Edmonton 

and Toronto respectively— 
Gmiall models ~~... nccccceceiecsssctenet conten cs ree eee ese eee 8.50 1.50 

Refrigerators—On same basis— 
Srall: miOGelS cise nvcstecsevetecsoecseseeree eateeaeins ope eterna 7.00 Ate 

Tharger mOdels: 2: 52i,ccc-cucessseaccssussars eyeseegeneet arts gerseaaeaetae 11.00 1.00 

Largest. m10dels cos ecencec ce ececesccnstectaneecereneret teeny eee ate 13.00 1.25 

Ail Washing Machines, additional freight in west 5.00 

Agricultural Implements—Prices Calgary and 
Edmonton and Toronto— 

Binder, 8 ft. with Forecarrlage fies .:e) -cameeeeeeereens 304.00 256.00 
Binder, “DOWEL ceerecrrccctekece reads steer eee eeee cere neers 405.50 370.00 
Mower, 20) Secs HEAVY 02) cite ccc termes ese seestenee serene 121.00 108.00 
Rake, 30 tootlas LO tt; 2 eccscaecccce, eestor eergneee eee 62.00 52.00 
Cultivator iti 6 ie ce ceecte tae cee cere 148.00 138.00 
Disc, 10 fhe Tractor Mitchie, ce pecs steno 171.00 161.00 
Disc, 6 ft. one-way for tractor with seeder .......... 349.00 308.50 
Disc, 6 ft. one-way for horses with seeder .......... 353.00 274.50 
Manure: Spreader. 25 2 eee 202.90 181.00 
Cream): Separators... cee a eee 97.90 74.59 
Dise Plow. HOrse Craw) ohh sees renee cee 194.90 174.50 
Dise Plow, tractor drawn 4b) ace eee ee 233.00 180.00 
Wagon, 35¢X3 SSCrViCe es csace seer yee ee 100.00 85.00 
Small Mingimes 44 pulley aes ceccccon tener ate errerentenet 96.50 88.00 
Tractor, 16-26: Ripi cee eee eee 1,185.00 1,073 00 
Tractors 26541 6 Tn sche cicck ct ccs Wei eele, eeeeees 1,422.00 1,360.00 

Dairy and Creamery equipment, F.O.B. 
Edmonton and Toronto respectively— 

Churn, POWE>: .caiaeiec tee tA eee eee 1,965.00 1,800.00 
Pasteurizer is. RE RA EO ie Sees ha 1,168.90 1,075.00 
Bottle: washing machine: trececckseeececeeepeeners 2,730.00 2,600.00 

(x) Shown on previous page. These same cars can be bought in Detroit, Michigan, 

for $730.00, and $998.00 respectively. 

SuBsgEecT 5.—Unfavourable position of Alberta relatively com- 

pared with other western provinces as a result of the higher 

mountain scale of rates in effect over the prairie scale as per 

Exhibits XXIII and XXIV. 

The geographical location of Alberta is such that the natural 

outlet for many of her products is through British Columbia. On 

the other hand, Alberta consumes quite extensively of British 

Columbia products. The factor interfering with a potential 

greater exchange of these products is the so-called mountain 

differential in the freight rate structure in the Province of Brit- 

ish Columbia, and extending on all traffic to and from that 

Province and the prairies. This mountain basis is constructed 

by using a rate which, while hauling a commodity one mile in 

British Columbia, will haul the same commodity 114, miles on 

the prairies. However, the nature of the application of this 
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feature, which tends to reduce the factor of this higher differen- 

tial as the distance into the prairies extends, reacts to a greater 

disadvantage to Alberta, on account of so few of the miles under 

the prairie basis being added to about 800 miles British Co- 

lumbia higher basis. 

The above facts were vividly disclosed by the Canadian 

Pacific Railway in a compilation submitted by them to the Board 

of Railway Commissioners during the freight rate inquiry in 

1925 and included in the recorded volume No. 499 of that inquiry. 

This compilation, after very complete and thorough analysis of 

the traffic moving to and from British Columbia and the rest of 

Canada, shows that from 85 to 90 per cent of the excess charges 

collected on that traffic as a result of the mountain differential 

was on traffic interchanged between British Columbia and AlI- 

berta, and amounting to from three to four hundred thousand 

dollars in that one year. The witness stated that similar results 

would be found for any given year for which an analysis might 

be made. 

The same compilation disclosed that Manitoba and Sask- 

atchewan jointly received from 10 to 15 per cent of the traffic 

as compared with 85 to 90 per cent in Alberta. While no 

figures were produced by the Canadian National Railway, it is 

reasonable to assume that the same results would be obtained 

from a similar survey, so that the statement that it costs Alberta 

at least half a million dollars a year of normal traffic in excess 

charges as a result of the imposing of the higher mountain dif- 

ferential scale of rates, is not an exaggerated statement of fact. 

Exhibit XXIV shows the comparative cost of moving some 

of the basic commodities from Alberta to Vancouver and to 

Winnipeg, and the extent to which these rates would be reduced 

were the mountain differential removed. 

As the Pacific Coast is Alberta’s natural port for export and 

import of many commodities, any advantages that should accrue 

as a result of this favourable geographical position are nullified by 

the arbitrary imposition of the higher rate structure referred to. 

SUBJECT 6.—The grain rate structure compared eastern Canada 

with western Canada and particularly as it detracts from 

Alberta’s geographical advantage of using the Province of 

British Columbia as a consuming market as per Exhibit 

XXV,XXVI,XXVII and XXVIII, 

The grain and grain products rates for local shipments in 

the prairie provinces are as a rule higher than in eastern Can- 

ada. Table XXV reveals the leading facts in this respect. For 

example, for distances of 100 miles the carload rate in eastern 
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Canada is 714 cents per 100 pounds, and 15 cents in the prairie 

provinces. The L.C.L. rate in the east is 22% cents, and 35 

cents in the prairies. Since the Pacific rates are still higher, 

Alberta shipments to the west suffer. Figures for other distances 

besides 100 miles are shown in Exhibit XXV. It will be seen that 

the prairie rates are 100 per cent and more higher than the east- 

ern rates. Can these differentials be justified? 

This disability is further emphasized in Exhibit XX VI which 

shows, for example, that grain moving for domestic consumption 

from Montreal to St. John bears a rate of 17 cents per 100 

pounds, while grain moving to Vancouver over a similar distance 

would carry a rate of 3614 cents. Thus the western rate is 213 

per cent of the eastern rate. The exhibit reveals similar dis- 

criminatory rates for other points. 

Exhibit XX VII emphasizes the foregoing discrimination by 

another method. This is a comparison of rates on grain for 

domestic consumption from Fort William, Ontario, to eastern 

Canada, with the rates from prairie points to Vancouver. All 

comparisons are for approximately the same haul. An examina- 

tion of the table indicates that the rate from Streamstown, in 

north central Alberta, is 49 cents, while the rate from Fort Wil- 

liam to Montreal over the same distance is only 20 cents. Thus 

the western rate is 145 per cent higher than the eastern rate. 

Points in Manitoba and Saskatchewan are similarly discriminated 

against as Exhibit XXVII shows. This discrimination is de- 

fended on the ground of Great Lakes water competition. The 

table shows that there is a blanket rate of 20 cents per 100 pounds 

from Fort William to practically all points in Ontario and Quebec 

as far east as Quebec City. The higher British Columbia rates 

are defended because of higher operating costs in that Province. 

For the C.P.R. there may be some truth in this, but for the 

C.N.R. this is scarcely true because the latter’s grade in B.C. is 

virtually the same as in the prairie provinces, with a very short 
mileage exception. 

Western grain rates have been reduced from time to time. 
There is an incorrect impression that therefore they are the low- 
est in the world. Exhibit XXVIII is submitted to show that for 
export purposes eastern Canada itself has a lower rate than 
western Canada. It will be noted that for a like mileage haul, 
the rates in the west are from 30 to 78 per cent higher than in 
the east, and for the haul from Fort William to St. John, as 
compared with the haul from Dawson Creek, Alberta, to Van- 
couver, the latter rate is 42 per cent higher, while the length of 
haul is only 86 per cent of the former distance. Many instances 
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can be given to show lower rates on grain in eastern Canada 

than in western Canada, but there is no need for elaboration. 

Water and truck competition account for the low eastern rates, 

but the public mind should be disabused of the oft-repeated state- 

ments about western Canada’s very low grain rates; if com- 

petitive conditions force depressed rates in eastern Canada, and 

other parts of the Dominion are called upon to bear an undue 

portion of the lead, serious disabilities may arise. 

The report of the grain trade of Canada for 1935, page 175, 

shows the rate on grain from the average shipping point in west- 

ern Canada, to Fort William, to be 1314 cents per bushel. This 

rate covers such points as Outlook, Sask., about 940 miles from 

Fort William. This area is approximately the centre of the wheat- 

producing area of the west, so that the rate would approach the 

average paid. 

To deliver this bushel of wheat from the average shipping 

point in the west, and place it in the elevators at Port Colborne, 

Toronto, or Montreal, where it is available to the consumer at 

those points or for forwarding for consumption at other points 

in Ontario or Quebec at relatively low truck and water competi- 

tive rates, the total cost is as follows, based on Lake freight for 

the 1986 season :— 

Cost in Cents 
per bushel 

rere him Lommel Ganlinl emo Ont bOn Ete Vill lilctyaaleevet ects crease. cn eae cst: 13}) 

Elevation at Ft. William, storage for 15 days, inspection, and 
MOG IM MATAT Om ViESSCI wad tee sestinte cost woh sdadia so anintsauscheavseiieexbersoesess i) 

SPieiennicanrays euavel, lovee eee Vets se acccehls casmnctseaeaemssiaa cao ocsee cone ee neecoeaT ee a) 
VSMC CREO ME AIK OCI ae enamre tae cece masta waeseteeeed) Wdieesee once doesn cs bensateaubes ANS) 

nl Spee ee ST ON Kian CLOW eit OI ee, tees tenses oat eshatee sere take eee cebu se eae athe 

Average water rate ae POR C OLD Orme mr we ete ccc ase sestnees oe 

LOLA COSINE VAnORD EORTC OLBORNE as. 22... 18.075 

The same authority estimates the centre of the crop-pro- 

ducing wheat area in Alberta, about 890 miles from Vancouver, 

from which the rate on grain and flour for local consumption is 

46.5 cents per 100 pounds, or 27.9 cents per bushel to the latter 

point. This difference of 9.8 cents per bushel in the freight 

charge is reflected in lower grain values on Alberta farms. 

The above illustration is not simply a comparison of rate 

structures in different parts of Canada, but it portrays the cost 

to the actual consumer under conditions as they exist, taking into 

consideration the cheapest method of transportation in both 

directions and is one of Western Canada’s many transportation 

disadvantages, 
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It is true that the consumer in British Columbia bears the 

extra cost in this instance; it is also true that the high costs re- 

strict consumption which in turn retards interprovincial ex- 

change of products. If the rate on grain and grain products from 

Alberta to British Columbia points were substantially lowered, 

the consumption of Alberta’s grain would undoubtedly be accel- 

lerated in British Columbia, where the production of cereals is 

limited, by the establishment of poultry and live stock feeding 

industries. 

To give one rate example, the rate from Calgary or Edmon- 

ton to Vancouver on grain and grain products for export is 20 

cents per 100 pounds, while the rate on the same movement for 

domestic consumption is 4114 cents. It was suggested that a rate 

of 30 cents per 100 pounds for the movement of the latter should 

be charged from the above points. 

During the general freight rate investigation, initiated in 

1925, much evidence was given in British Columbia by poultry 

and live stock men for the necessity of lower transportation costs 

on the grain from the prairies to British Columbia. The Order- 

-in-council, No. B.C. 886, dated June 5th, 1925, investigation 

stated “that the policy of equalization of freight rates should be 

recognized to the fullest possible extent as being the only means 

of dealing equitably with all parts of Canada and as being the 

method best calculated to facilitate the interchange of commodi- 

ties between the various portions of the Dominion.” The com- 

parative cost for transportation of grain and grain products to 

the consumers in eastern Canada with consumers in British 

Columbia, is a method best calculated to facilitate the interchange 

of commodities between the various portions of Canada, but un- 

fortunately, it is at the disadvantage of the west. 

Not only is British Columbia labouring under the handicap 

on account of the higher rate schedules, due to the mountain dif- 

ferential, but all the consumers of grain and grain products in 

the prairie provinces pay 100 per cent more for the transporta- 

tion of those products for local consumption than does the 

consumer in eastern Canada pay on that portion of the trans- 

portation cost to move those products from prairie points to the 

head of the lakes. The reason for the above being that statutory 

Crows’ Nest grain rate schedule applies to Fort William and 

Port Arthur, whether the grain is for export out of the country 

or for consumption there or in eastern Canada, while the move- 

ments locally in western Canada are on a schedule double the 

former basis. It is suggested a substantial reduction in the rates 

on grain and grain products from Alberta producing points to 
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British Columbia would do much to facilitate the interchange of 
commodities between the two provinces, giving each an increased 
purchasing power for the products of the other. These two prov- 
inces geographically are ideally situated side by side, each pro- 
ducing entirely different products which are required by the 
other, but handicapped by a transportation cost between them 
which is relatively unfair to a federation of provinces. 

To summarize briefly, Alberta, along with other western 
provinces, carries relatively a very large proportion of Cana- 
dian transportation cost, and in addition Alberta gets the shock 
both from the east and from the west. The old reasons advanced 
by the Board of Railway Commissioners of higher cost of con- 
struction and operation for perpetuating this condition have been 
challenged on numerous occasions. However, if Canada is to 
succeed as a nation, restraints of trade between the different 
portions must be removed so that the products of the various 
parts may be freely interchanged, and if in the process the situa- 
tion of the railways is too adversely affected, then the situation 
should be so dealt with that the burden shall be carried nationally 
and not disproportionately by various sections. 
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EXHIBIT I. 

COMPARISON OF EASTERN AND PRAIRIE RATES ON First CLASS TRAFFIC. (1) 

Standard Actual Reduction . 

Bi Pc : Mileage First in cents ercentage 

District Muss Ist Class Class per Reduction 

Rate Rate 100 Lbs. 

Eastern .... 50 $ 48 $ 40 5) 6.9% 

Prairie ..... 50 45 42 3 6.6 

Eastern ..... 100 65 58 7 10.4 

Prairie .... 100 .69 65 4 5.8 

Eastern .... 200 soe! .68 LS 18.0 

Prairie ..... 200 1.02 95 ff 6.8 

Eastern ..... 300 1.68 83 25 23 

Prairie’ 2 300 1.31 1.16 15 11.4 

Eastern ...... 400 1.25% 94 31% 25.9 

Prairie... 400 1.58 eT va 13.9 

Eastern ...... 500 1.44 1.08 36 25.0 

Prairie ...... 500 1.83 1.62 yA 11.4 

(1) Tariffs effective May, 1937: 
CPR. E3100, C.P.R. E.2879, C.P.R. W1, CPR. W.5771. 

CRC. E3416, C.R.C. E.3220, C.R.C. W.2871, C.R.R. W.2848. 

This statement shows that not only is the basic standard mileage rate lower in 

eastern Canada than western Canada, but that also the reduction from the standard 

rates is greater in the east than on the prairies, to arrive at the class rates on which 

the traffic moves 
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EXHIBIT II. 

First Five CLasses oF EASTERN AND PRAIRIE 

STANDARD MILEAGE Rares, (1) 

District Class Rates in Cents ee 
eS Miles Per 100 lbs. er Cent “ Difference 

Fra FIC eae ee 50 45 38 30 23 Oil 
Hasteciieeeeee 50 43 Sp Bye 21% 22, 

Difference D Wy -2 -41%% =i 3.1% (2) 

Braicae meres 100 69 57 47 35 Sy 
ISAS TC ICE eae 100 65 _ 58 49 4112 3 

Difference 4 =] =9} -614 2.3 (2) 

JERS UN Ae). gee coat 200 102 86 69 51 47 
AStCE Dente ore 200 83 TP 63 52% 41% 

Difference 19 14 6 -1% || ily 

IPG aS) ow ee 300 Si 108 87 65 59 
BaASterni eee 300 108 9542 81% 68 54 

Difference 23 12% 52 -3 5 10.5 

Prealicie gees ne 400 158 32) 107 81 te, 
Kastennee: soe 400 125% 109% 95% £79 63 

Difference 324% 22% 11% 2 9 16.4 

IPXEBUTETS oe cetestcoeted 500 183 152 1a 92 83 
Waster nseenece:.: 500 144 1254 108 90 72 

Difference 39 2642 14 2 itil Ilya 

JPNGEWORNE? cass eee 600 ZOn lef 138 104 93 
Hiastecneeeses ae 600 162 142% 122 100% 481% 

Difference 45 30 le 16 3% Ie) le 

G)imbanitis: CP bh. Wil, Bovis: C.R.C. Wezerl, 1.3904 
Sault Ste. Marie, Windsor, Ont., and east. 
to Fort William. 

(2) In favour of west. 

Eastern Scale applies between 
A higher basis applies west of Sudbury 
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EXHIBIT IV. 

COMPARISON OF EASTERN AND WESTERN TON-MILE RaTES IN 1925.1) 

Lines East of Lines West of | Excessive 
Port Arthur. Port Arthur. Charge 

‘ in 
Commodity Average|Rate per| Average/Rate per) Western 

Haul Ton- Haul Ton- Prov- 
Miles. Mile. Miles. Mile. inces. (2) 

cents. cents. % 
Grieainigeetee eee. coe ers! 466.4 .60 645.0 OT 13.2 
Flour and other 

TBAUULT TOWAOGRUNCUS —ncousasconocens 425.2 .62 442.3 45 equal 
TREIN an acca sctescinadch nose eee eae 94.9 2.90 103.2 2.68 3.5 
Lumber and 

SCUALem tl Cimee eke 276.1 .96 788.1 78 Sle 
W@el (Gaul) eee eee 70.7 1.64 103.1 1.00 1235} 
tat nia erfencoalmen.....c0: 70.3 LGW 308.6 .83 51.6 
BirininOusmcoalmues sn. 108.0 97 279.1 85 36.6 
(ORGERS 1s. yak scolar ne ia: eee aaa ea 79.7 eG 160.4 O02, 30.0 
IETS, SONGS (ccc dochooteco Stomper aon 333.0 1.58 335.2 1.65 equal 
Dressed meats e020... 525.0 2.14 519.6 2.20 equal 
Cotlonmccawimee ee. 496.3 £15 436.9 1.18 Deo 
Other Revenue Billing 229.9 iL 364.8 1.98 15 

GapanGle hoteles see 245.2 1.20 509.4 86 32,92 

(1) Taken from statement filed by C.P.R. in F.H. 99, p. 46, 1926, freight rate investiga- 
tion for the year 1925. 

(2) For example, the grain rate should be $.57 minus 13.2%, or $.495. 
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EXHIBIT VI. 

EXPLANATION OF EXHIBIT: 

Column “A” represents the normal percentage decrease in the same rate as the 
mileage increases as per standard mileage tariff rate of progression. 

Column “B” represents the actual percentage, higher or lower, the ton-mile rate 
in Western Canada is of the ton-mile rate in Eastern Canada. 

The Exhibit produces the following results: 

Difference in lengths of haul 
Eastern and Western Canada 
should make the ton-mile earn- 
ings have the following rela- 
tions Western compared with 

Eastern Canada 

Actual Results 

Favour East GOREINGY acsncinassont oe eee ne eee 13.2% lower | 5.0% lower 
isll@wxe euacel sealtllll FOReOXSWOKCHS .cacooononces equal 27.4% lower |Favour West 
TLE Ye reree hits cecaevsesees SATs cisewash sage: 3.5% lower 7.5% lower |Favour West 
Lumber and square timber ........ 31.1% lower |18.7% lower |Favour East 
WWV@VGIe!) (CEWIGID). —asccansetoasentenasstcnceeseee 12.5% lower |39.0% lower |Favour West 
Anthracite Coal 
Bituminous Coal 
ORCS tear cat tence cuccticcocteets 
PETVIETSTOCK. eae coast ene ac oncctoci ec 
Dressed Meats 
Cotton; raw 
Other revenue billing 

see ecenreceeressccesececes 

51.6% lower 
36.6% lower 
30.0% lower 

equal 
equal 

5.38% higher 
15.0% lower 

37.1% lower 
12.4% lower 
28.0% higher 
4.4% higher 
2.8% higher 

57.3% higher 
26.7% higher 

Favour East 
Favour East 
Favour East 
Favour East 
Favour East 
Favour East 
Favour East 

Grand Total 32.9% lower | 28. 4% higher |Favour East 

The three commodities appearing to enj oy lower rates in Western Canada are flour 
and mill products, hay and wood, but with the exception of the first, the tonnage is 
very small. All the other commodities show Western Canada with higher rates. 
Other revenue billing in Eastern Canada represents 10/17ths of all the tonnage moved 
in 1925. On this class of traffic, the West produced a ton-mile earning 26.7% higher 
than the east, while the length of haul in Western Canada warrants a resultant ton- 
mile rate .15% lower than Eastern Canada. On this particular traffic representing 
10/17ths of the total tonnage handled, Eastern Canada’s revenue was 35 million dollars 
while Western Canada produced 27 million dollars on this traffic, which represented 
only 14 of total tonnage handled. Similar statements for the years 1921 to 1924 show 
similar results. 

EXHIBIT VII. 

CaRLOAD LUMBER RATES FROM VANCOUVER TO PRAIRIE POINTS, AND 
From Mont LAuRIER, QUEBEC, TO ONTARIO PoINTs 

or SIMILAR Distances.) 

Rates in 
From To Miles | Cents per | _ Per Cent 

100 lbs. | Difference) 

Vancouver Caleary gem es ce ccrcss 642 50 
Mont Laurier Glencoe .................... 643 27 

TD BGREDREAY LS: cei cONeceeepena Ec eda 23 85.1% 

Vancouver IBBISREVAG) — soccognacanssonnse 720 521% 
INilovats Webware WAR ONCISOSE _nenenesoanpoeneno” (225) 30 

DitenenCeue rn eaciun ie oveses ernest 22% 75.0 

Vancouver ID(SHOAVOVARHONM — meacoooseacsace 765 54 
Mont Laurier Sault Ste. Marie ....... 782 291% 

DIerenCCMe es tree eee eer. 2415 83.0 

Vancouver Medicine Hat ............ 818 54 
Wikovane ILgyeaeVere — IDBURKCTG) ssascosccvasccnenoaccsoe 818 31% 

HOTTETEN COmme weeny niece erate rte seer: 22% 71.4 

(1) Tariffs: C.P.R. W.200, E.3590; C.R.C. W.3022, E.2818. 
(2) In favour of east. 
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EXHIBIT VIII. 

CARLOAD LUMBER RATES FROM EDMONTON TO PRAIRIE POINTS, AND FROM 
Mont LAurRIER, QUEBEC, TO POINTS OF SIMILAR DISTANCES(!) 

Rates in 
p Per Cent From To Miles pars on Difference @) 

Edmonton Cluny, We eee 245 22M% 

Mont Waumier | Wimchiiec.creee sree 243 17% 

Difference ve. :ccc.ccaesscovaes tensors peter ees 5 28.5% 

Edmonton Brooks:) | Piseeene 295 24 

Mont Laurier Smith Falls ............. 292 191% 

Differences asec eescaeeee sc snereer neers 4% 23.0 

Edmonton Dunmore ees 369 oF 
Mont Laurier ~~ Kingston <\2........0.- 371 221% 

Difference See acer oreo eas 4% 20.0 

Edmonton Maple Creek ........... 424 30 
Mont Laurier Peterborol.ne 426 22\% 

Differen CO cc .secex Sesccseeceayeetuee eases 71% 33.3 

Edmonton Beverly .23:2232" 500 3214 
Mont Laurier TOPOL Ome cere 502 23% 

Difference e822 e eee 9 38.3 

Edmonton Parkbege eee eee 585 321% 
Mont Laurier Woodstock ............. 586 26 

Diflerence) Gi ee ee 52 PALE 

Edmonton Wolseley ).2..2e2e 723 381 
Mont Laurier Windsor ................... 725 30 

Difference... 2.555 ee 86 28.3 

(1) C.P.R., W.200, W.100, E.3590, E.3100; C.R.C., W.3022, W.2937, W.3818, W.3416. 

(2) In favour of east. 
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EXHIBIT IX. 
CarRLOAD RATES ON FRESH FRUIT FROM OKANAGAN LANDING, B.C., AND 

HAMILTON, ONTARIO, FOR SrMILAR DistTancss. (1) 

Percentage That 
Rates in Western Rates 

From To Miles | Cents per Are Greater 
100 lbs. Than 

Eastern Rates 

Okanagan Landing Exshavw .......... 301 87 
Hamilton JAVED, © ocososonnnone 300 63 

Diflerence: Wees. Riek ied. 24 38% 

Okanagan Landing Calgary .......... 358 104 
Hamilton Vaudreive ...... 355 65 

Diferen Cem nth ee cree 39 60 

Okanagan Landing Red Deer ...... 453 141 
Hamilton Isbester .......... 453 91% 

DiTerenCe meer tee ee eet eee 4916 54 

Okanagan Landing Edmonton ...... 552 141 
Hamilton Grassett (2) 560 122 

IDIPELENCE™ Leen eta A ee. 19 15.5 

(1) C.P.R.: E.2879, W.22. C.R.C.: E.3220, W.2875, tariffs in effect May, 1937. 
(2) Grasset situated in the thinly populated territory west of Sudbury, where the class 

scale is higher than east of Sudbury. 

EXHIBIT X. 
RATES PER 100 LBS. ON FRESH Meats Cartoaps From Toronto anp Ca- 

GARY TO MONTREAL AND St. JOHN FOR EXPorT, AND From CALGARY 
TO VANCOUVER LOCAL. (1) 

rom To Montreal To St. John To Vancouver 

Miles Rate Miles Rate Miles Rate 

NOT OM LOM etree 344 $ 53% 810 $ 551% 
Cal Sani (2) see ee 2236 1.64 DOr 1.66 642 $1.10 

(1) C.N.R.: E.55, W.200F. C.F.A.: 104G. C.R.C.: E.1807, W.924, W.68, tariffs in effect 
May, 1937. 

(2) There are no export rates on fresh meats from the prairies to Vancouver, the rate 
from Calgary being about 200% of the rate from Toronto to St. John, while the 
distance to Vancouver is only 80% that from Toronto to St. John, 
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EXHIBIT XI. 

Rates PER 100 LBS. ON CURED Meats CarLoapDS From TorRONTO AND CAL- 

GARY TO MONTREAL AND ST. JOHN FOR EXPORT, AND FROM CALGARY 
TO VANCOUVER LOCAL. "!) 

Brom To Montreal Toy st..Jonn To Vancouver 

Miles Rate Miles Rate Miles Rate 

STOVOMtOn me eee 344 |$ .27% 810 |$ 31% 
Callens (2) meee 2236 1233) 2704 125 642 $ .98 

(1) C.N.R.: E.55,W.200F. C.F.A.: 104G. C.R.C.: E.1807, W.924, W.68. Tariffs in effect 
May, 1937. 

(2) 'There are no export rates on cured meats from prairie points to Vancouver, the 

rate from Calgary to Vancouver being 231% of the rate from Toronto to St. John, 

while the distance from Calgary to Vancouver is only 80% of the distance from 

Toronto to St. John. 

EXHIBIT XII. 

RATES FoR 100 LBS. ON BUTTER CARLOADS FROM TORONTO, LONDON AND 
CALGARY TO MONTREAL AND ST. JOHN FOR EXPORT, AND FROM 

CALGARY TO VANCOUVER LOCAL.() 

To Montreal TO St conn To Vancouver 
From : 

Miles Rate Miles Rate Miles Rate 

TOrOntOPee meters 344 $ .60 810 $ .66 
Wondonw ses 455 .67 920 .67 
Calecary(2)) =. 2236 2.46 2704 2.49 642 $1.37 

(1) AC ota W.134D. C.F.A.: 104G. C.R.C.: E.1807, W.1080, W.68. Tariffs in effect 
ay, 1937. 

(2) There are no export rates on butter for export from the prairies to Vancouver, 
the rate from Calgary being 204% of the rate from London to St. John, while the 
distance from Calgary to Vancouver is only 70% of the former movement. 
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EXHIBIT XIII. 
Rates From EastERN CANADA TO CALGARY AND EDMONTON AND TO 

VANCOUVER. (1) 

Commodity 

Ammonia in iron drums 
Bags and Bagging ............ 
Billiancdelableceass ae. 
Brooms, Brushes(2) ........ 
Calcium Phosphate ......... 
Candles and Wax Tapers 
CannediGoodss ne 
IBOtilerCaps (2) meee 
CaLpDets 2) te ee 
Cocoa and 

Confectionery) ............... 
Cotiecgee ee Mie Cie ite | 
Drugs, Medicine and 

Chemicals(2) SPN SLs ea, 

Dry Goods, Cotton(2) ..... 
Dry Goods, Cotton, 

PieceiGoodsit eee ee 
INOS EHHOIES. a cencoasernanrsanseeon: 
Glass and Glasswate ....... 
Glass Window?) —o..... 
Hardware and Tools ....... 
Structural Iron and Steel 
Angles, Band, Bar... 
Lead, White or Red, dry 
Leather in boxes(2) ......... 
Leather Soles, Harness 
Lye; concentrated \..2..., 
OileaCouOnsecc. ae 
Paints and Varnishes ...... 
selec isis ee 
SLONe wares ee 
Roofing -and 

IR OVONSTAVE? IENAKESO Lo ccoeocames 
JSXOOUS B00) SOE oar. 
Window and 
Door Screens) ....... 

Bolts, Clips, Nuts, Rivets, 
Rods, Nails, iron or 
SLCC Mary ree nace Leet 

Pipers cast iron,” 
Pipe wrought iron, 
1D Tali, GUANO THA C KET. sanseeoney 

WAC ROC caer ee arte 
SEM ICA) | tah hie: Mean a 
Shoe Findings(2) ............. 
Sewing Machines .............. 
Od DME om ee ek 
RAGgiatOncmem meen ta, 
Suveeiy euavel SRaRbGS) .csopencce. 
Twine, cordage under 1%” 
Twine, 4%” and ovet .......... 
Wheel Barrows .............. 
Window Shades() ........... 
WHERE enIGIngs were 
Cable Wire, iron or steel 
Barbed sWinrew see 

Mica Rated ore y ne ontrea eta ee 
to Calgary ea TE Pereuce 

Edmonton | Vancouver | vancouver 

$2.33% $125 $1.08% 86.8% 
1.98 150 48 32 
3.031% 2.62 41% IB. 
4.53% 3.50 1.03% 29.5 
2.341% £75 1.59% 212.6 
1.98 150 48 32 
1.98 1.50 48 Be 
3.76 3.00 76 PAB) 3} 
4.5314 3.00 1.5314 51.5 

3.76 3.50 .26 7.4 
1.98 1.50 48 By 

4.531% 3.50 1.03% 29.5 
3.03% 1.50 1.53% 10223 
4.531% Sil 1.261%, 38.7 

2.3315 1.75 5815 33.4 
1.98 LBS .63 46.6 
1.98 3D .63 46.6 
1.98 1.00 .98 98 
1.98 1.25 ATS} 58.4 
1.98 LO) 48 32 
1.98 1.00 .98 98 
1.98 15) e23) 164 
3.0314 2.55 48% 19 
1.98 1.85 oil} 7 
1.98 1.00 .98 98 
1.98 1.00 .98 98 
1.98 OR a 58.4 
1.98 1.20 78 65 
1.98 1.62 36 PED: 

1.98 1.25 S103} 58.4 
3.0314 2.00 1.0314 51.8 

4.531% 3.50 1.031%, 29.5 

1.98 1.00 .98 98 
1.98 E25 8} 58.4 

1.98 70 1.28 182.8 
1.79 hs 1.04 138.6 
4.5314 3.00 1.531% LIL 
4.531% 3 5) 1.28% 38.5 
3.0314 2A 15) 8814 41.1 
1.98 1.00 .98 98 
1.98 125) sis} 58.4 
1.98 1.00 .98 98 
2.331% 1.30 1.031% 79.6 
1.98 1.30 .68 5S 
1.98 173} 25 14.4 
4.5314 3.00 1.5314 Silat 
1.98 ey sls 58.4 
1.98 1.00 .98 98 
1.98 ND 11 Ba 164 

(1) Mileage: C.P.R., Montreal to Edmonton 2,265, to Calgary 2,239, to Vancouver 2,881. 
C.N.R., Montreal to Edmonton 2,168, to Calgary 2,275, to Vancouver 2,938. 
Tariffs: C_F.A., No. 4E, No. 1G. C.R.C., No. 107, No. 896. 

(2) LaCar, 
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SCHEDULE XVII. 

ADVANTAGES OF WINNIPEG AS A DISTRIBUTING CENTRE. 

Haul pone Class | Rates | Total 

Port Arthur to Winnipeg ............... 290 5th $ 57 

Wann pe omrom erin Olmert cece 690 4th 98 | $1.55 

IProree ANE aleae Tyo) ID lraavareyFOVey jy sonccnese 1083 5th 1.41 

Kdmontonstos Vermilion (0...) 130 4th 39) 1.76) 

PorieArrouies tol Wininiper eas... 290 5th OT 

Winnipe sn tOmatialbascamerea wes: 890 4th 1.16 ites} 

PoripArthut tor kdmonton se 1083 5th 1.41 

HcimontonetorAtnabascame aes 97 4th 30 1.712) 

(1) Difference in favour of Winnipeg is $.21, although the L.C.L. haul from Winnipeg 
is many times the L.C.L. haul from Edmonton. Because the cost of carrying goods 
in less than carload lots (L.C.L.) is higher than in carloads, it is universal practice 
the world over to construct rates so that L.C.L. hauls are reduced to a minimum. 
Yet here we have a rate structure which needlessly increases this costly haul, at 
the expense of the business and employment interests of the people of Alberta. 

(2) Difference in favour of Edmonton is only 2 cents, although the L.C.L. haul is only 
about 100 miles, while the Winnipeg L.C.L. haul is from Winnipeg to Edmonton 
AND 97 miles beyond. 



FREIGHT RATES 172 

“
T
L
8
S
 

M
 

‘
L
E
G
S
 

M
 

‘
S
E
6
S
M
 

“
O
U
D
 

‘
T
M
 

‘
O
O
T
M
 

‘
S
L
I
M
 

“
W
d
 

<L
e6
l 

‘A
PI
N 

O
A
T
P
E
F
Z
S
 

sy
TI
EL
, 

TO
SC
2I
OU
I 

¢ 

;
 

I
M
s
 

e
e
 

O
S
T
 

L
E
T
 

O
L
 

T
 

e
e
e
 

e
e
e
 

e
e
e
 

C
C
C
 

e
e
e
 

e
e
e
 

e
e
 

ee
 

e
e
e
 

ee
e 

e
e
e
 

e
e
e
 

ee
e 

r
e
e
r
 

ey
 

A
r
e
s
[
e
g
 

: 
; 

$F
 

0¢
°T

 
63

° 
OT

T 
|
 

C
C
C
 

ea
nn
ss
ne
na
ns
ne
es
cn
nn
nn
nn
nn
vs
ss
ne
cn
nc
nn
nn
ne
 

uo
jU

oU
Ip

y 
yU

II
g 

S
M
O
N
 

e
e
T
y
 

e
e
l
 

6
2
 

E
L
T
 

I
Z
Z
 
e
e
 

e
u
l
s
o
y
 

e
c
e
 

P
L
 

C
é
6
'
T
 

G
y
 

e
e
e
 

P
e
e
 

e
e
 

e
e
e
 

Pe
e 

C
C
C
P
 

P
e
e
 

T
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

ee
e 

ey
 

s
o
d
r
u
u
l
M
,
 

6
°
0
¢
 

P
O
G
 

0
9
'
¢
 

O
Z
 

€
8
3
'
Z
 

O
L
 

e
e
e
 

e
e
e
 

e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

ee
r 

ee
s 

A
r
e
s
[
e
g
 

T
'
0
¢
 

¥
9
Z
 

g
g
'
¢
e
 

A
N
G
 

9
3
°
 

O
e
 

e
e
e
 

e
e
e
 

e
T
 

e
e
e
 

e
e
e
 

C
C
P
 

e 
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

es
 

u
o
}
U
O
U
I
p
y
 

a
l
t
d
d
e
o
u
t
g
 

C
6
I
 

O
F
Z
 

P
L
E
 

1
0
°
Z
 

9
9
°
C
 

y
y
 

A
 

O
M
 

t
e
e
 

g
g
 

I
 

y
e
y
 

o
U
T
D
I
p
a
y
[
 

S
T
 

S
o
n
 

O
f
 

F
 

O
u
t
 

a
e
 

B
Z
 

1
 

e
e
e
 

e
e
e
 

e
e
 

C
e
e
 

e
e
e
 

e
e
e
 

E
S
S
E
C
 

S
T
 

e
e
e
 

ee
e 

ee
 

e
T
 

e
e
e
 

e
e
 

e
e
 

e
s
 

7
 

p
a
n
i
e
r
)
 

96
F 

80
° 

: 
Gy
 

|
 

|
 

et
tt

ts
ss

ss
st

sa
re

ne
ee

tt
ae

es
ss

ns
nt

en
en

nr
se

n 
a
d
r
u
u
r
 

G
G
L
 

a
l
e
 

L
i
e
 

O
S
T
 

c
r
t
 

0
6
°
 

S
P
L
 

o
e
 

P e
e
 

C
e
e
 

C e
e
 

e
e
e
 

C
e
 

e
e
C
C
e
C
O
e
C
e
C
e
e
e
r
e
r
r
r
r
r
 

re
 

e
r
r
r
 

ee
r 

ee
s 

A
r
e
s
[
e
g
 

F
L
 

8
0
 

P
i
e
 

O
G
'
T
 

O
F
T
 

0
6
°
 

P
E
C
 

e
e
e
 

e
e
e
 

ee
e 

e
e
e
 

e
e
 

Ce
 

e
e
e
 

C
e
C
e
 

e
e
e
 

C
e
C
e
 

ee
 

ee
e 

ee
e 

T
e
e
r
 

u
o
1
U
O
W
I
p
y
 

e
B
p
o
s
 

F
e
l
 

L
Z
 

9
9
7
%
 

S
E
T
 

S
F
T
 

0
3
°
 

G
O
T
)
 

r
e
 

e
H
 

S
U
T
O
I
p
a
y
L
 

j
e
e
 

8
’
°
E
I
 

€
6
°
%
 

F
I
T
 

o
o
t
 

6
S
"
 

O
L
)
 

T
e
 

a
e
 

i
n
e
s
:
 

e
u
l
s
o
y
 

S
E
S
 

P
L
 

¢
 

T
L
 

T
 

Q
e
"
 

¢
 

6
I
P
 

Me
ee
 

e 
r
e
e
c
e
 

e
e
 

ee
e 

e 
en

a 
s
 

e
e
e
 

e
e
s
e
s
e
e
e
s
s
s
s
e
e
s
e
s
s
e
s
 

S
s
o
d
r
u
u
r
m
 

%
 

%
 

*$
]U
90
 

s}
ua

0 

ay
ey
 

T
N
 

oy
e 

ome
 

|
 

"aa,
 

a5 
S
o
d
r
u
u
r
m
 

B
o
C
 

m
u
T
 

a
 

O
T
A
 

v
O
L
 

‘S
AT

 
g
o
t
 

e
e
 

e
e
 

‘S
AT
 

O0
T 

S
s
 

. 

ie
 

Sr
ee
 

pcb 
i
a
t
 

st
e 

ar
ea
 

Je
d 

Se
ri

ne
 

Sa
rt

 
0}
 

y
y
y
 

Wo
g 

T
O
O
T
)
 

S
T
E
 

MG
T,

 
a
e
 

OL
 

|
 

as
ge

ar
ry

 
as
eo
ll
in
l 

a7
ey
 

Ay
rp

ou
r 

pu
e 

We
IT

TI
M 

Wo
y 

wo
1g
 

Je
d 

Ay
rI

po
w 

as
ea

rt
yy

 
pa
ep
ue
iy
sg
 

|
 

p
r
e
p
u
e
y
s
 

|
 

A
N
A
 

V
O
L
 

-
u
l
0
d
 

“
W
O
 

|
 

pr
ep

ue
yg

 
|
 

S8
21
 

wi
g 

|
 

P
e
p
e
 

T
O
M
e
N
P
S
E
 

|
 

y
o
r
o
n
p
a
y
 

%
 

"O
f,
 

‘S
oo
Ue
YS
IP
 

IO
SU
OT
 

9Y
} 

IO
J 

So
ye

y 
os
eo
[l
],
 

p
l
e
p
u
e
j
S
 

oy
} 

UT
 

UO
TJ

ON
pe

Yy
 

%
 

oy
} 

Ue
Y}
 

Jo
TT

eW
IS

 
9q

 
0}
 

sa
ye

Yy
 

A}
Ip
oU
IW
IO
D 

a
T
 

UO
J,

 
oy
} 

UI
 

U
O
T
~
N
p
s
e
y
 

%
 

oy
} 

S
U
I
M
O
Y
S
 

‘s
}U

TO
g 

U
l
9
}
S
e
M
 

0}
 

I
N
Y
J
I
Y
 

W
O
g
 

pu
e 

W
e
]
[
I
M
 

W
O
T
 

wo
Iy

 
sa
ye
y 

A
j
r
p
o
u
r
u
o
g
 

sv
se
iy
y 

JO
 

T
N
A
W
A
L
V
L
S
 

T
I
A
X
 

L
I
G
I
n
x
X
a
 



FREIGHT RATES 173 

SCHEDULE XIX. 
STATEMENT showing the Actual Reduction and the Percentage Re- 

duction from the Prairie Standard Mileage Rates of the Application 
of the assumed 290 miles between Fort William and Winnipeg as 
the basis for construction of the Fort William Termini Class Rates; 
also showing the resultant rates to Western Points by using the 
same cents reduction to all points West as is applied to Winnipeg. 
It will be noted that under the present formula, Winnipeg enjoys a 
20.9% reduction from the Standard Mileage Rates, while the reduc- 
tion to Calgary and Edmonton is 6.5%. 

oO : oo 5 
cs E = ou o ave 5 

OH c= 2, #, Sf #4 #88 B ge 4s Between Lake Termini o 4 cc yal eo wo so ae 
and ns @ OM ne vad ga BN 5% 

oO Fy Pr Ss) ‘ A Mocs! oR 5 aes a0 oO cO vo Bog wsH ZO coms) Ses 
ow a) a) Ore, ae Bw : Rs 300 
o ah nt fe-4 eis] oO) ae (een Ba 
o @ o oO Oa Ofa on @ oO 
ig ees) es| a Oeis| ie) ies ae Ons 
ea fie Gi Sh MAS Ash AR SH GAS 

Walp eo eee ree 419 $162 $1.28 209% 34 34 $1.28 20.9% Nil 
Portage la Prairie ...... 475. 1.77 1.44 18.7 33 34 Wee) Ihe) 1 
VepesbaVolOlal  eeeo mower ene tees 552 2.01 eS) ah) 36 34 1.67 16.9 72 
NWA ae (25 atta pepe eee era 599 2.07 alta 14.4 30 34 1.73 16.4 4 
ERG SITVA Gesnccercscratosesseesseeesr ast 776. 2.01 PANE) AIP AY/ 32 34 PAIeG! N55) 2 
MOOSE) Sia Wi ese---n- esse 817 2.071 2.30 10.05 PA 34 223 13.2 ta 
-ORIETON “esac once cae 698 2.30) 2.01 12.6 29 34 196 14.7 By 

Saskatoon oi eee 899 212 2.46 9.5 26 34 2.00.) 1255 8 
Prince Albert ............... 959 2.87 Pasa 9.05 30 34 2203) shale) 4 

WiCVIO UII (eee ae eee 734 2.42 AAs La Se 29 34 2.08 14.0 5 
Switt, Current. .t--.-. 928 2.82 2.51 10.9 31 34 2.48 alicia 3 
Medicine Hat ................ 1075 3,05 2.82 1.5 23 34 Orel ital 11 
ethbridee ges. 1176 3.27 3.02: 7.6 20 34 2.93 10.4 9 
Calgary) Petters Sane 1242 3.36 3.14 6.5 22 34 3.02 LOM Wee 
Mamonton shee 1227 3.36 3.14 6.5 22 34 Bia abel 12 

(*) Increase. 
Tariffs effective May, 1937: 

EXHIBIT XX. 

C.P.R., W.100; C.R:C.. W.2937, W.1, W.2871, W.175, 
W.2933; C.N.R., W.100B; C.R.C., W.662, W.180C, W.164, W.185B, W.656. 

AS A RESULT of the 290 constructive miles applied between the Lake 
Termini and Winnipeg for the purpose of constructing the Class 
Rates from and to Western Points, Winnipeg gets a greater advantage 
than do the Western Points. Below is statement showing the actual 
rates in effect First to Fifth Classes from Fort William, Port Arthur 
and Armstrong to various points and proposed rates based on the 
Town Tariff Rates which are 85% of the Standard Mileage Rates. 

From To Mileage Classes 

. il 2 3 4 5 
Lake Winnipeg ZO eer escent vate as $1.28 $1.07 $ 84 $ 63 $ 57 
Termini Proposed Rate ...... 1.37 1.14 90 69 62 

Brandon d02)) Present Rate wa. 1.65 1.38 1.10 83 ats) 
Proposed Rate ....... 1.70 1.41 1.14 85 sre 

Regina 776 Present Rate ........... 219) 1.83 1.47 1.10 98 
Proposed Rate ...... lis 1.79 1.41 1.07 95 

Moose Jaw 817 Present Rate ........ 2.30 1.92 1053 1.16 1.04 
Proposed Rate ....... 2.19 1.83 1.47 1.10 98 

Saskatoon 899 Present Rate ........... 2.46 2.06 1.65 ieee ibgilal 
Proposed Rate ....... 2.30 1.92 as) 1.16 1.04 

Swift Current 928 Present Rate ........... 2.51 2.09 1.67 1.26: 1.14 
Proposed Rate ...... 2.42 2.01 1.61 1.20 1.08 

Medicine Hat 1075 Present Rate ........... 2.82 2.34 1.88 1.41 1.26 
Proposed Rate ...... 2.61 2.18 1.74 1.31 Ie 

Calgary 1242 Present Rate ........... 3.14 2.61 2.09 1.58 1.41 
Proposed Rate ....... 2.87 2.40 1.92 1.43 528) 

Edmonton 1227 Present Rate .......... 3.14 2.61 2.09 1.50) 1.41 
Proposed Rate ..... 2.87 2.40 1.92 1.43 129) 

Tariffs in effect May, 1937: C.N.R., W.235B; C.P.R., W.175; C.R.C., W.542, W.2933. 
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EXHIBIT XXII. 

STATEMENT of certain Class and Commodity Rates from Group “A” 
and “B” Points in Eastern Canada to Winnipeg and to Edmonton, 
showing that Edmonton’s Commodity Rates are a higher percentage 
of the Class Rates than are Winnipeg’s Commodity Rates of the Class 
Rates; also showing that the Commodity Rates to Edmonton are a 
higher percentage over Winnipeg than the percentage of the Edmon- 
ton Class Rates over Winnipeg. The same results are found in Cal- 
gary and other Alberta points. 

a) o 3) 
% % bo w bo 
fa ay (4 44 & me 

From Eastern bo .) 3 § ae ° =) < 
Canada “A” or ga eo we 204 2e 2 mass €ePs 
“B” point S ge es ae ge Shs SSS BSoe : Ba go pe Se gh ge gee’ pear ge HE 85 gS HS 89 Souy Boh, 

ee S's oon 8 So Ba Saas Bae 
Og On On. OS £0 AHDOAWOO 

Commodity 

Agricultural Implements ....... $1.01 $ 8214 81.6% $1.79 $1.6315 913% 172% 98.8% 

Pipe, wrought iron or } 
steel, over 4 inches ............. 1.14 91 719.8 1.98 geal 86.3 (Bt 87.9 

Petroleum and 

Petroleum Products .......... 1.14 1.01 88.66 1.98 1.8814 95.2 Visit 86.6 

Hardwood Lumber ................. 134 52 69.4 1.184% 9015 76.3 61.2 74.0 

KSIED NA: aber oakehine seo eee ee 7345 52, 69.4 1.1845 91 76.7 61.2 75.0: 

Tariffs effective May, 1937: C.F.A., 4, 5G; C.R.C., 107, 569. 

EXHIBIT XXIII. 

STATEMENT OF RATES CARLOADS FROM VANCOUVER AND CHILLIWACK TO 
THE Points ListED BELOW ON CANNED GOODS, VIZ. 

Catsup, fish, fruit, jam and jellies, meats, milk (condensed), mince meats, 
pickles, pork and beans, vegetables, showing that while the rates 
are commodity rates to points East of Alberta with lower rates for 
the higher minimums, the rates to Alberta points are class rates for 
the lowest and highest minimums, with one exception, Edmonton, 
which point is equalized with Calgary. Result, Alberta points re- 
ceive no reduction for loading beyond the minimum. 

Hw vo 

ede eel are rer res o Pee gS 
G 3s ie) 

FROM TO a ae ae gaa 
on on on 5% ® 

Be ero BE | 380 
dg as eB | "BE 
aa ae a8 RSH 

Calgary $ 98 | $ .98 $ .98 Nil 
Drumheller UW PA iI et; Nil 
Edmonton 1b? .98 .98 12% 

*Lethbridge el, 1, Hele, Nil 
Regina 1.41 1.3744 1.26% 10% 

Vancouver Saskatoon 1.41 1.37% 1.26% 10 
Yorkton 1.58 1.421% 1.261% 19 
Brandon 1.58 1.4214 1.26% 19 
Portage la Prairie 1.67 1.42% | 1.26% 24 
Winnipeg Taya 1.421% 1.26% 26 

C.P.R. tariff, W.160A; C.R.C., W.3125. 
* Rate Chilliwack to Lethbridge $1.14 per 100 lbs. Rates in effect May, 1937. 
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EXHIBIT XXIV. 

COMPARISON Various Commodity Rates from Edmonton to Vancouver 

and to Winnipeg showing the per ton-mile rate and applying the 

Winnipeg per ton-mile rate to Vancouver with resultant rate, and 

showing the effect of the Mountain Differential on the rates of Al- 

berta basic products. 

a) 
gido 

~ EEA 
Ags 

te ro) ° 88 3 a 
3 by Ho ae OES 
3} v o vr aALVE,o 2 a 8 aD roy e BORHHS 

S 5 eo g oa “5 wo ae ae aS 3 g0o2 
s) & B Petes Be aon eS ofacsa 

rest lice teisavssesesreresccett Edmonton Vancouver $1.10 765 $2.85 $1.03 per 100 Ibs. 
Hs Winnipeg 1.07 794 2.69 

Cheese or Eggs, 
straight or mixed....... Vancouver 1.10 765 2.85 LS s 

Winnipeg 1.07 794 2.69 

Butter and Dressed 
WOULETY: seccisvescsters-cseansaes Vancouver 1.45 765 3.92 1.35 

Winnipeg 1.41 794 Bab) 

Cattle, Hogs Vancouver 56 765 1.46 45. 1° 
and! SHEED eee. Winnipeg AT 794 1.18 

Tariffs, C.N.R.: W.134D, W.182D, W.244B, W.100B. C.R.C., W.1080, W.767, W.587, 
W.662. 

EXHIBIT XXV. 

COMPARISON OF EASTERN, PRAIRIE AND Pactric LocAL MILEAGE GRAIN AND 
GRAIN PropuctTs RATES.(1) 

Miles, Eastern Prairie Pacific 

not over fone enh lees, TGs CCn 

cents cents cents cents cents cents 
VOM reece eee corer 3% 914 | 6 15 | 6% 15 
Bree ea cee eae 5 16% |11 23 112 27 
NT Ey he eben a.cs ase eaten 71 20% |121% 30 14% 33 
LO Oprah es coer ernes. 7%, 22% |15 35 |17 39 
LPS thnk eee eer rece 8% US 17 39 |18% 47 
WOW se See aes 10 27% \18 45 |20 50 
DANY Dee sae tes SPEER ARES: 10 30% |20 HL 2s 59 
DS} Ie, eee ee eR 12% 3414 |23 59 |26 67 
LOO ha met Ae me 114 40 241% 65 |2714 fie 
SN) edt tee ae doaackeme 15} 41% |27 72 |380% 84 
AO OM eieercace Ronee eecse 16 45% |29 78 |32 90 
AD Oates nate eeeeacomeers uli 49 301% 86 |35 $1.01 
Olen eee eekereee 18 50 32 92 386% HEIKO) 
BD O neat serene asaere 19 52% |33% 98 |38% 1.16 
FG Orie cteiee Seren 20 52% |35 $1.01 |39 1.19 
GOO geaceheen st ts Be 20 54 36 1.04 \89% 1.20 
650 deka eee sees 21 361% 1.10 |41% 1.28 
TOO cs ae een erent 22 38% 1.16 |42 a2 
ESO Serceaccee eee tease cee oe 23 391% 1.20 |44 1.41 
SOO tae ee areas 24 41 1.26 |45% 1.46 

(1) Tariffs in effect May, 1937: 
E.4660, W.2862, W.2846, W.2871. 

Eastern Canada rates apply between stations on Main Line and Branches, Windsor, 
Sudbury and east to and including Montreal, and between Montreal and Quebec and 
Meganic and Branches. 

C.P.R, tariff, E.380A, W.5824, W.5768, W.1; C.R.C., 
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EXHIBIT XXVI. 

RATES ON GRAIN MOVING ror Domestic CONSUMPTION IN EasTERN CANADA 

AND FROM THE PRAIRIES TO PaciFIc Coast Pornts.(1) 

Rate _From % 

faut Western 

From To Miles distant Rate to Rates of 
From. |Vancouver| Eastern 

Vancouver Rates 

cents cents 
Montreal ........ St. John, N.B.| 488 17 36% 213% 
PROTGOMTO meee St. John, N.B. 810 25 46 184 
Owen Sound |St. John, N.B. 927 28 481% 173 
NWABACISGTE — seeccoee St. John, NB: 1055 28 50% 180 
VV GLS Ole Quebec 739 23 44 191 
AWAHAVCISXOWE eposace Montreal 567 18 39 216 
St. Thomas ....|Montreal 462 7 36 211 
Chiatinanaeree Montreal 519 18 37 205 

(1) Tariffs in effect May, 1987: C.P.R., E.430, W.5824; C.R.C., E.4702, W.2872. 

EXHIBIT XXVIII. 

RATES ON GRAIN AND GRAIN PrRoDUCTS TO POINTS IN EASTERN CANADA AND 

FROM PRAIRIE POINTS TO VANCOUVER.(1) 

% 
: Rate per | Western From To Miles 100 ho Pete Ovee 

Eastern 

cents Z 
12 ois MGIUTENGR, —copecrasonosbe London, Ont. 917 20 = 
Tompkins, Sask. .......... Vancouver 915 ATV 137 % 

Iroe, WGIDGIE WAY apsrosonhocces Windsor, Ont. 1028 20 
Parkberg, Sask. x10... Vancouver 1032 50 150 

Ione WWGUNMNB TCM, acnscconrces Quebec, Que. 1141 20 
Qu’Appell, Sask. ........ Vancouver 1141 521% 163 

Tore AWATIMENGM . sseeeounccene Admunston, N.B.; 1541 35 
EVeLLOMe Wat, oir. ac: ss Vancouver 1544 61 74 

Tone, NNVAUDIIE ION, acsnseseouscer St. John, N.B. 1462 35 
\ianalsdierg, IWIENAI, ascnnoncsene Vancouver 1464 6012 73 

Tore WAUNENAR, 5-.cessanccsnese Montreal, Que. 995 20 
Streamstown, Alta. ... | Vancouver 995 49 145 

(1) Carloads. Tariffs in effect May, 1937: C.P.R., E.400A, W.5824; C.R.C., E.4625, 
W.2862. 

The mileage grain rate as per C. PR. Tariff E.380A from Fort William to London 
or any point in Ontario of equal distance from Fort William 917 miles is 64 cents per 
100 Ibs. The published rate is 29 cents or 68% recuction while the rate from a point 
equidistant from Vancouver to Vancouver is 100% Pacific Standard grain mileage rate 
for the entire distance, although 50% of the distance is Prairie haul. 
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EXHIBIT XXVIII. 

COMPARISON of Rates on Grain for Export from points in Ontario to 
St. John, N.B., with rates from Prairie Points to Vancouver for ex- 
port for like distances.(1) 

From To Mileage noo. ae 

cents. 
Windsor.) Ontimes sees St. John, N.B. 1055 184 
Castlewood, Sask. ........ Vancouver 1055 24 30.0% 

Teond one On temmee eee St. John NiB: 943 16% 
Provost.) tas eee ee Vancouver 944 24 45.4 

Goderich Ontar es St. John, N.B. 963 13% 
RUS Vives eek Cele eee Vancouver 962 24 TTA 

Mopar \QVbksiag! op oc cc: St. John, N.B. | 1462(2) mal 
Dawson, Creek, Alta..| Vancouver 1251 30 42.8 

(1) Tariffs in effect May, 1937: C.P.R., E.500B, W.5769; C.R.C., 4558, 2847. 
(2) The western haul, 86% of the distance, has a 42.8% higher rate. 

PART Il. 

The Burden of the Protective Tariff upon Alberta 

The majority of the people of Alberta believe strongly that 

the tariff impoverishes the nation by an amount much greater 

than the value of any non-material national purpose it may 

achieve. They would favour a policy of reduced tariffs, par- 

ticularly on those commodities that enter into the every day 

cost of living. The discussion which follows, however, is con- 

fined to the effect of the tariff upon the economic well-being of 
the Province. 

We proceed by stating in general terms, the arguments in 

support of our contention, that the federal tariff policy puts an 

economic burden upon Alberta, as upon the other Prairie Prov- 

inces, greater than our proper share. To establish that we bear 
more than a proper share of the tariff burden, requires that we 
state our concept of what is a fair division of this particular 

burden among the different provinces. 

The starting point in this attempt to set out the proper 
division of the national economic burden of the tariff, is our 
point of view as to the proper long-run principle controlling the 
economic relations between the Dominion and a Province. We 
believe that, in the long run, the economic burdens and benefits 
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to Alberta resulting from its membership in the Dominion, 

should come as close to a balance as possible. If certain Domin- 
ion policies, designed to secure certain non-economic benefits of 
the people of Canada as a whole, involve an excess of economic 
burdens over economic benefits, taking Canada as a whole, this 

Province should share in bearing such excess, only in propor- 

tion to its share in the non-economic benefits achieved. We take 

this attitude because Canada is a federation, and not a unitary 

state, which implies that a province in the Dominion has rights 

quite different from those (e.g.) of a municipality, from which 

wealth may be drawn, without compensation, for the good of 

the larger whole, on the basis of ability to pay. Each province 

should enjoy for the benefit of its own citizens whatever wealth 

arises from its people and its resources, subject only to the 

obligation to contribute toward national purposes on a propor- 

tional or other more accurate “benefit received” basis. The com- 

mon feeling that “no province should be worse off in the fed- 

eration than it would be if out of it,’ sums up this viewpoint 

fairly aptly. 

The non-economic benefits and certain non-measurable 

economic benefits, for which the economic burdens of the tariff 

are borne, include the quickening and enlivening of national 

culture through promotion of urban concentrations of popu- 

lation; the provision of opportunity for those with aptitudes 

suiting them to industrial, rather than primary employment, 

without compelling them to leave Canada; the increase of 

security given by greater self-containedness against the pos- 

sibility of war and other interruptions to international trade; 

the maintenance of a national transportation system,“) and so 

on. In these so called “National” benefits, it is not at all cer- 

tain that Alberta shares in comparison with other provinces, 

in a degree even in proportion to our population. (As for the 

maintenance of a national transportation system for instance, 

we contend in another section of our case, that we bear at least 

our full share of the burden and probably more in the freight 

rates we pay.) Further, not all of these objectives are those 

from the achievement of which Alberta secures much of a non- 

economic benefit; the quickening of life by urban concentra- 
tion of population is a case in point. While we willingly share 

in the economic costs of truly national policies, which spread 

their indirect benefits to all who are Canadians, we submit that 

in the proper allocation of the net economic costs of tariff 

(1) “The tariff has been designed to compel the movement of manufactured goods 

from the Great Lakes area over railways to the West and to the East and to force 

outlying areas to pay a proportionately larger share of earnings to_ support the 

railways.’—Complementary Report of Dr. H. A. Innis: the Province of Nova Scotia; 

Report of the Royal Commission, Provincial Economic Inquiry (Halifax, King’s 
Printer, 1934), p. 151, 
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policy, the share of the people of Alberta, should in equity be 

even less than in proportion to their numbers. 

It is our contention that the share of the total national 

economic burden of the tariff, which is borne by the people of 

this Province, is much greater than in equity it should be, in 

proportion to our numbers. This arises mainly from the fact 

that we have a much greater proportion of ‘‘unsheltered” pro- 

ducers to our whole population than the average for Canada 

as a whole. The former conclusion follows from the latter fact 

because, in general, ‘“unsheltered”’ producers are unable to shift 

to consumers or to other producers, the increase in costs due to 

the tariff, while “‘sheltered” producers tend to be able to do so. 

A widely extended tariff acts directly or indirectly to raise 

the price of almost all goods and services in a nation, other 

than those of which the price determining part is exported, 

and those which are imported, duty free. To the extent that it 

is a revenue tariff, some goods are imported over the tariff bar- 

rier, and are directly raised in price. To the extent that it is 

protective, it is designed, in the first instance, to enable poten- 

tial domestic producers, who due to natural disadvantages in 

the country, cannot produce as cheaply as foreign producers, 

to secure domestic prices higher than world prices by enough 

to compensate for their disadvantage.“) In the same way it is 

sometimes designed to force traffic over a national transporta- 

tion system which, under Free Trade conditions, would not 

secure such traffic. The rise in costs due to these price-raises 

compels the great host of ‘‘sheltered’’ domestic producers of 

goods and services, (that is those manufacturers, furnishers 

of transportation, personal, professional and other services, 

who are protected from foreign competition by high trans- 

portation costs on foreign goods, by the peculiarly local nature 

of their product, or by their great natural advantages), to raise 

their prices. Some of these who, under Free Trade, would be 

barely “economic,” are compelled to secure tariff protection to 

recover their increased costs. The original subsidized ‘‘uneco- 

nomic” producers are in turn compelled to secure still higher 

protective tariffs to enable them to get a price to cover not only 

their higher costs due to their disadvantages but also the costs 
due to the higher prices charged to them by domestic producers 

(1) It is not the purpose of this brief to discuss whether this policy of encouraging 
uneconomic industries is good or bad from the national point of view, but rather 
accepting it as Dominion policy, to point out the excessive burden it lays upon the 
people of Western Canada. We cannot, however, refrain from pointing out that the 
cases where extreme natural disadvantages exist and where extremely high pro- 
tection has resulted only in trifling domestic production, seem especially burden- 
some to the people of Western Canada. Since we bear the bulk of the burden of 
the protective policy, we find it especially painful to bear burdens from which not 
pala i people of other provinces receive any benefit commensurate with our 
sacrifice. 
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and by one another. As this spiralling of increased prices goes 
on, more and more of the original burden of fostering “un- 
economic” industries is shifted to those who cannot pass the 
burden on. These are, principally, the producers who cannot 
raise their prices because such prices are determined in export 
markets, and ordinary consumers living by contractual or 
near-contractual incomes. Eventually a point of equilibrium is 
reached, at which practically all the original burden has been 
passed on to these groups, of which the former is much the 
greater. ) 

Possibly, during this process of passing on the burden, 
some part of it is absorbed by various domestic groups or per- 
sons other than those mentioned, who for one reason or another 
cannot help it. Thus, some producers of goods for the home 
market may find it pays better to absorb the increased cost 
than lose sales if the public proves very resistant to raised 

prices. Occasionally some producer is unable to pass on the 

rise in his costs because he cannot get protection. This absorp- 
tion, however, save in the short run, is generally conceded to 

be small. It must also be recognized, on the other hand, that 

in the same process of shifting the burden, some possibilities 

of adding something appear here and there. It is especially 

true if the tariff is accompanied by close relationships between 

a parent company in one country and a Canadian branch plant, 

so that the foreign parent does not compete keenly with its 

Canadian subsidiary. (This type of excess passing on of the 

tariff’s burden is suggested by the Saskatchewan representa- 

tion to the Royal Commission on Dominion-Provincial relations 

that automobiles are higher in.Canada than in the United 

States, by more than the tariff and difference in taxes.) Fur- 

ther, while the tariff is theoretically set only high enough to 

overcome the disadvantages of certain potential producers, it 

is not unlikely that, in some cases, it errs on the generous side.') 

In any case, different firms have different costs of production 

and a tariff high enough to permit continuance of the least 

favoured of these firms enables the more favoured among them 

to secure a greater rise in price than is necessary to counteract 

their disadvantages, and enables already “economic” domestic 

industries producing goods, more or less competitive with pro- 

tected goods, to raise their prices. 

1) This line of argument concerning the passing-on of the tariff burden is substan- 
- tially that adopted in the Report of the Customs Tariff Commission, 1934-35, Union 

of South Africa: Pretoria: Government Printer. 

(2) The recent textile inquiry before the Honourable Mr. Justice Turgeon has amply 
demonstrated to the people of Canada that it is possible for a tariff to go far 
beyond merely enabling an economic industry to exist. It may, and apparently 
sometimes does, involve an unnecessary burden upon the consumer, for the 
enrichment, perhaps not of the workers, but at least of the investors in the sub- 
sidized line. 
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The production of the Province of Alberta contains a 

large proportion of those agricultural products, the prices of 

which are determined in export markets, and the producers of 

which cannot therefore secure any compensation for the higher 

costs imposed upon them from all sides by the direct and in- 

direct operations of the tariff. A large proportion of the bal- 

ance of the production of Alberta, is of goods marketed largely 

locally or on the Prairies, and subsidized only slightly if at 

all, by tariffs or other aids. In the preponderantly industrial 

provinces, a much smaller proportion of the population is of 

the classes which cannot shift the burden, that is, receivers of 

contractual incomes and producers of goods price-determined 

in export markets. (Even some proportion of their agricul- 

tural producers may be regarded as “sheltered,” since they sell 

in local markets, protected by transportation costs from com- 

petition of low-price Western or foreign produce.) Even such 

absorption of the tariff burden as does take place is counter- 

acted, in greater or less degree, by the benefits bestowed here 

and there by the tariff’s increase of selling prices by unneces- 

sary amounts, as referred to in the preceding paragraph. 

An examination of the following tables will indicate, if 

only roughly, the truth of the preceding paragraph. 

TABLE I. 

PERCENTAGE OF GAINFULLY OCCUPIED ENGAGED IN PRODUCTION OF 
Form UTInitiss, 1934(1) 

Prince Edward Island eee 75.83% 
Nova ‘Scotia. 2 eee eee 66.19 

New Brunswitkie-ase oe ee 67.00 
QUE EC Felice ere eee eee eee ne 61.04 
Ontario’ es be ee ee 60.52 
Manitoba. «:.ctest thence ee eee 59.55 
Saskatchewan. seeecscccctre ce eee cane ne eee 71.88 
Alberta saan sda bus BdctdreseN Sues eats RE 68.65 

British, Columbiaweatec ea eee 57.19 

(Canada Year Book, 1937, p. 866.) 

From this it appears that only 31.35 per cent of the gain- 

fully occupied persons of Alberta, were engaged in the largely 

“sheltered” occupations of transportation, trade, finance and 

service; aS against 39.48 per cent for Ontario, and 38.96 per 

cent for Quebec. 

An indication of the way in which those engaged in pro- 

duction of form utilities, were dispersed among the various 

branches of production in Alberta, Ontario, and Quebec, is 

given in the following table. 

(1) Production of “form utilities” is the only production included in the statistical 
estimates of national and provincial production. Persons engaged in transporta- 
tion, trade, finance and service are not included in the statistics which follow. 
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TABLE II. 
PERCENTAGE OF THE VALUES OF NET PRopUCTION IN Eacu BRANCH OF 

PRODUCTION TO THE ToTaL Net PRopDUCTIONS OF ALBERTA, 
ONTARIO AND QUEBEC, 1934. 

Branch of Production Alberta Ontario Quebec 

x wo A OPUCUITUT GMA tac ert tesedded 
TOTES iat eee hse hess estieeecchcser 
JESISTSYET EIS). decease naan Ree Ee 
Supe oy eva eds vescve veoh pemnreeer nes ey Serer 
WIG ab ee nonadherent eee 
Hlectricee ower e wt 
WONShICHlOMmer ee eee. 
Customyand, Repair ................ 
Via mae tUGeStmees sc. eee ce 

lor) 

fe KP) 

x bo R 

WWOMRDH OO 

—" 

Or CR 

MWSCMOWH PAW 

“ ran 

NOUONNNNOH — Pwwpre ONDE Pp ON AWE aS es 

(Canada Year Book, 1937, p. 220.) 

It must be noted that the discrepancy here indicated, is 
intensified by the fact that, in 1934, although agricultural re- 
covery had begun, the net production per person gainfully oc- 
cupied in agriculture was still low relatively to that in industry, 
so that the proportion of people engaged in agriculture, is prob- 
ably higher than here indicated. 

The following table shows how little our agricultural pro- 
duction was of the “sheltered” type, compared with that of 
Ontario. 

TABLE III. 

ESTIMATED GROSS AGRICULTURAL REVENUE OF ALBERTA AND 
ONTARIO, 1935. 
(in millions) 

Alberta Ontario 
Field Crops $131.1 
VAIN ieerres care ena eer te oat Mmcuin cath gece cas eubiaacnoreones oa 10.3 
lDeiena. Sa Waban ieee see res Uh) nae nk ack ie ee 21.4 43.3 
1D ryan COMUICES mrmttene er eT RMA th, Suk Rt tear acu tere 14.3 85.1 
ESTEE ES erie VOC CCA DICSiax mec tenets nc ust cane mnie Jan a8 cl De? 18.4 
ZOU Vac C IGS SS meree ate ce eer on es ee cn js aeeserestat adress eanee 4.5 21.0 

(Canada Year Book, 1937, pp. 234-5 and 241-3.) 

While this table shows the large portion of our agricur- 

tural production, that is not and cannot be helped by a tariff to 

pass its tariff burden onto the Canadian consumer, it must be 

pointed out that protection is being withdrawn from that small 

part of it that could be helped. Quite recently the tariff on 

lamb and mutton from New Zealand and Australia, was re- 

duced from 3 cents per pound to % cent per pound. While we 

understand that certain manufacturers in Eastern Canada will 

profit by this change by securing preference in New Zealand 

and Australian markets, it is a blow to the Alberta Sheep 

Breeders’ Association, and has a serious effect on the feeding 

of lambs in the irrigation districts which has developed into a 
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valuable industry. Sheep raisers were not even given an op- 

portunity to present their case to the Tariff Board. Further- 

more, the sugar beet industry in the irrigated districts in Al- 

berta could be greatly stimulated by reducing imports of cane 

sugar, and thus help solve the problem of certain portions of 

the dry areas of the Province. It is a well known fact that the 

growing of sugar beets is one of the most profitable occupa- 

tions on irrigated lands. 

The following table indicates the nature of our manufactur- 

ing production: 

TABLE IV. 

GROSS AND ESTIMATED NET VALUE OF PRODUCTS AND NUMBER OF 
EMPLOYEES OF THE ELEVEN LEADING MANUFACTURING 

INDUSTRIES OF ALBERTA, 1934. 

| 

Gross Value Estimated 
Industry sent sae of Products Net Value 

ey, in millions in millions 

1. Slaughtering and Meat 
Packing 228s 1,396 $13.6 Le OABY 

2. Flour and Feed Mills ...... 682 10.5 ee 
3. Petroleum Products ....... 424 8.6 1.8 
4. Butter and Cheese .......... lie 6.4 1.9 
5. Central Electric Stations 625 4.6 4.5 
6. Railway Rolling Stock . 1,524 2.9 23 
(> Brew eriesae.. eee ne 218 2.8 1.9 
8. Printing and Publishing 787 Bs 15) 
9. Bread and Bakery 

Prod iets fase cesee eters 652 HAS 1, 
10: Saw=millcie se. ee 878 it! 5) 

11. Sugar Refining and Wood| 
Preservation cesses 350 aed 1.0 

Total, All Industries 11,565 $69.4 $27.6 

The net value of products is estimated by applying, where possible, the same 
percentage reduction of gross figures as is applied to the national gross figures on 
p. 439 of Canada Year Book, 1937. 

(Source: Canada Year Book, p. 447.) 

Of these industries, virtually none are aided by the tariff or 

other subsidy, with the possible exception of such aid as is furn- 

ished butter and cheese producers and the petroleum products 

industry by Federal policy. Most of the industries are sheltered 

by their peculiarly local nature, although slaughtering and meat 

packing, and flour mills, selling in markets affected to some ex- 

tent by foreign competition, may actually have to bear or pass 

backward to the farmer, the tariff’s burden upon their costs. 

The following table of the gross or net (they are statistically 

identical) value of mineral production of this Province in the 

calendar year 1935 shows its concentration upon a relatively few 

products, slightly, if at all, subsidized by Dominion policy. Coal, 

the dominant one of these, has been persistently refused sufficient 
aid to reach our markets satisfactorily. 



PROTECTIVE TARIFF 185 

TABLE V. 

VALUE OF MINERAL PRODUCTION OF ALBERTA, 1935. 

Goldgande Silver secs tee sete ree $ 5,289 
OLSEN ari fesse hn te bares ee reek eee ene ER 14,094,795 
Neue Gases Serer. ern a eae eee 4,113,436 
CrudeyPetrolemini seventeen 3,102,227 
Other Non=Metallics’ .cicccccc:- cess 160 
Come nOd WCtSmere ie eras ohana. 326,679 
Cement and Structural Materials ..... 647,095 

pi @ Aare ee ene een er $22,289,681 

(Canada Year Book, 1937, pp. 351-3.) 

A burden of the tariff upon the west, probably additional to 

that already outlined, or possibly merely another aspect of the 

Same burden, lies in the fact that the tariff, by putting a burden 

on production in Alberta, prevents a considerable volume of pro- 

duction that would, under Free Trade, be just over the border- 

line of profitability, thus reducing the population of this area; 

while, by the same token it raises the population of the industrial 

provinces. Fiscally, it is undoubtedly true that an increased 

population with an increased production would increase the 

Alberta Government’s Revenue, by more than it would increase 

the cost to the Government of maintaining the same services. It 

is also true that increased density of population contributes 

greatly (at least up to a certain point, not yet reached by the 

western provinces) to the non-material amenities of life in a 

province. Possibly, most of this burden may be thought of as 

being comprehended within the main effect already considered 

the draining away of wealth from Alberta, to be spent in subsidiz- 

ing “uneconomic” development in the industrial provinces. That 

is, we may perhaps assume that if a Dominion payment, equal to 

the present inequitable part of our tariff burden (as conceived in 

preceding paragraphs) were made to the Alberta Government, 

having been garnered from the economic surpluses of the indus- 

trial provinces, such payment could be used in Alberta, to sub- 

sidize directly or indirectly, that volume of production which is at 

present made barely “uneconomic” by the tariff’s burden, so as 

to bring about in this Province a tax-paying population, almost as 

ereat as if there were no tariff burden. Presumably, if such a 

payment could be secured in the industrial provinces from their 

economic surpluses, and not by imposing a new burden on border- 

line production there, the original intention of Federal tariff 

policy to foster such production would not be nullified. 

Another aspect of the especial burden placed upon Alberta 

by Federal tariff policy that is difficult to measure is the effect 

of depressing prices of our exports abroad. A protective tariff, 
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by cutting off a certain value of imports, compels the reduction of 

total value of exports by something like an equal amount (dis- 

regarding the possibility of independent changes in capital-flows 

and other international-payments movements). This may be, in 

part, accompanied by the drawing-off of some former producers 

of export goods, to the production of the goods previously im- 

ported, and by an increase (due to the increase of numbers among 

the industrial groups) of domestic demand for the goods formerly 

exported. In part, however, it is undoubtedly accompanied by 

reduced prices per unit for our exports abroad, due to the 

reduced foreign purchasing power, resulting from our failure to 

buy foreign goods, and sometimes to foreign gcvernments taking 

measures to restrict imports as retaliation for our action. Just 

how important this is, we find it difficult to evaluate, but we would 

point out that with a highly specialized commodity like wheat, the 

increased domestic demand could hardly come at all near compen- 

sating for the reduced foreign demand. 

The foregoing remarks convey our general contention that, 

over the long-run of good and bad years, the Dominion tariff 

places a heavy burden upon this Province. In addition to this, we 

contend that this policy has placed a special burden upon us in 

times of depression. According to our concept of the proper 

short-run economic relationships existing in a Federation there 

should, in a time of world depression which strikes with especial 

severity at one region (or indeed at any time when drought or 

other disaster hits one region especially), be a deliberate un- 
balancing of the long-run equality of burden and benefit to a 
Province, in favor of the depressed provinces. (This seems prefer- 
able to a money loan which, if large enough to be beneficial, would 
be harmful to the credit of the depressed region). Even if the 
tariff’s burden were maintained unchanged, its impact upon a 
depressed economy is especially severe at such times. It would 
appear, however, that, in times of depression, one result of the 
policy of the Dominion of Canada is to intensify the amount of 
this burden by higher rates and by a host of administrative de- 
vices, designed to increase greatly the degree of protection enjoyed 
by various Canadian producers. Secondly, if it is true that such 
policy is necessary in the national interest (e.g., to protect the 
currency, etc.), we submit that this reversal of what we should 
reasonably be able to expect from this Confederation, calls for 
substantial compensation to us. 

The extent of the increase of the tariff’s absolute burden 
during the recent depression, cannot be completely detailed here, 
but some indication may be given. This increase was provided in 
five ways; 
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By expansion of the number of items in the tariff; 

By raising import duties, both ad valorem and specific; 

By the application of anti-dumping legislation; 

gota dees! SS cs By fixing values for duty purposes; and 

5. By fixing values for duty purposes in combination with 

the general application of anti-dumping legislation covering im- 

ports that compete with goods made in Canada. 

The increase in the number of dutiable items, and the in- 

creases in the rates are too well known to need elaboration. Anti- 

dumping legislation was developed originally in 1904, to prevent 

the “unfair” competition to Canadian producers, involved in sales 

by foreign producers for export to Canada, at lower prices than 

prevailing in their home markets. It involved substantially the 

levying of additional duties on goods of a class or kind produced 

in Canada, equal to the entire difference between the fair market 

price when sold for home consumption and the export price. Fix- 
ing value for duty purposes by the Minister, was designed origin- 

ally as an ultimate protection against undervaluation on invoices 

of imports, dutiable on an ad valorem basis. Legislation of 1930 

required that the valuation determined by the Minister should be 

no less than cost of production, plus selling costs, plus profit. 

This places upon a manufacturer wishing to export to Canada, the 

obligation to furnish, if so requested, to the responsible Minister 

and his Department evidence as to his cost of production, which 

involves a detailed analysis of his business operations; also 

evidence that he has included “reasonable selling cost” and that he 

is making a profit out of the business that he is doing in Canada. 

While the power granted by this legislation was not extensively 

used, the deterrent to exporting to Canada contained in the pos- 

sibility of its use is obvious. A greater deterrent to the Canadian 
importer lies in the fact that if the value so determined is greater 

than the invoiced value, other legislation of 1930 (see later), made 

dumping-duties also applicable. 

Legislation of 1930, also extended widely the practice of 

fixing value for duty purposes (and for levying of dumping-duties) 

by the following extreme section: 

“Tf at any time it appears to the satisfaction of the Governor 

in Council on a report from the Minister that goods of any kind 

are being imported into Canada, either on sale or on consignment, 

under such conditions as prejudicially or injuriously to affect the 

interests of Canadian producers or manufacturers, the Governor 

in Council may authorize the Minister to fix the value for duty, 

of any class or kind of such goods and, notwithstanding any other 

provision of this Act, the value so fixed shall be deemed to be the 
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fair market value of such goods.” Anamendment of 1932 limited 

the powers of the subsection to goods not entitled to entry under 

a British preferential tariff, or any lower tariff, if such exists. a 

further amendment of 1936 provided for an appeal to the Tariff 

Board and made confirmation of these arbitrary valuations de- 

pendent upon proof of a necessity for them. During the length 

of the period of depression this section stood as a disturbing possi- 
bility in the background of almost every international trade trans- 

action and in many cases became much more than a possibility 

when dumping duties and ordinary duties on an arbitrary valua- 

tion were levied. 

By the legislation of 1930, anti-dumping duties, which had 

heretofore been applicable only to cases of export sales to Canada 

of goods of a class or kind made or produced in Canada, at prices 

actually below prevailing home prices, were made applicable to 

all cases where arbitrary valuations under the sections previously . 

discussed, set a value for duty greater than invoice values. 

Although anti-dumping duties had previously been limited to 15 

per cent ad valorem and had not been applicable if duties other- 

wise established were equal to 50 per cent ad valorem, this latter 

exemption was now dropped and the limit to these duties was 

raised to 50 per cent ad valorem. 

By a new subsection of 1933, the whole machinery of arbi- 

trary valuations and anti-dumping duties was applied to goods 

(of a class or kind made or vroduced in Canada) beine imported 

from countries with depreciated currencies. The effect of this 

lesislation was to regard the entire (later, in some cases. a dimin- 
ishing part of the) apparent reduction in Canadian prices due to 
the foreion country’s depreciation, as an export bonus, therefore 
subject to levy under anti-dumping legislation. Since, in many 
cases, a country’s currency depreciation was accompanied by 
higher home prices than would have prevailed if there had been 
no such depreciation, the effect of this section was to increase still 
more above the nominal rates the burden of the Canadian tariff 
upon Canadians. 

In summary, there has been a marked increase, during the 
depression, in rates and numbers of items on the tariff, but they 
have not exceeded in burdensomeness, the effect of the arbitrary 
valuations and anti-dumping provisions, which have made much 
importation impossible and nearly all importation burdensome 
and hazardous. 

A 1936 amendment has liberalized these provisions very 
slightly, but, for the present purpose, it is sufficient to establish 
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that they were in force during the years of the hardest blows of 
the world’s depression with regard to the west. 

It must again be emphasized that apart from the question of 
raising the tariff in time of depression, even maintaining it at 
such time strikes the west with especial severity. Even if a Fed- 
eral subsidy or some other compensation were worked out for 
the average excess burden of the tariff upon this area, over good 
and bad years, a case may be made out for some special reduction 
of the tariff or increase of other compensation during periods 
when this area is especially badly hit by world depression. This 
would, of course, involve a corresponding increase of the tariff 
or reduction of compensation in good times. This case is based 
upon the merits of a policy of “sharing the burden” in a federal 
State, some parts of which are subject to extreme variability of 
income. 

It may be argued that the heavy burden of unemployment 
that did develop in the industrial provinces indicates that failure 
to increase or maintain protection in time of depression would 
have been even more disastrous to such provinces. We do not 
regard this as a valid argument. It seems to us that if the 
national policy adopted demanded that the only condition upon 
which the economy of the central provinces could be protected 
was by completely crippling that of the western provinces—in 
itself a blow at the preservation of stability in the east—then this 
in itself was sufficient condemnation of such policy. Surely if 
the nation was attempting to follow a price-maintaining policy, to 
keep production going, it was more important to devise some 
means of maintaining agricultural prices than to boost industrial 
prices still further out of equilibrium. 

In connection with the foregoing, it is worthy of note that the 
rates of return for the capital and labour employed in the indus- 
trial provinces were higher than those enjoyed in the agricul- 
tural provinces. Thus the tariff, during the depression at least, 

was in the nature of a subsidy to maintain higher standards of 
living in the areas receiving the subsidy than could be afforded in 
the areas paying it. 

We state this viewpoint, not with the intention of gratuit- 

ously criticizing Dominion policy, nor even with any wish to avoid 

paying our fair share of the unemployment relief burden result- 

ing in part from what we regard as the mistakes in that policy. 

Rather we wish merely to indicate the excessive share that we 

bore in the burden of the special tariff-raising effort to combat 

unemployment, and to ask that we be allowed full credit for this 
overpayment. 



190 PROTECTIVE TARIFF 

As for the exact determination of what is our present actual 

economic burden arising from Dominion tariffs and tariff policies, 

and the comparison of this with the burden borne by other prov- 

inces, only when the net economic burden or benefit is known for 

all the provinces can we tell the extent of the total, and how much 

should properly rest upon each province. Recognizing, however, 

that the conclusions reached must depend upon the answer to 

several difficult problems as to what constitutes an economic 

burden or benefit of the tariff, we ask that our point of view on 

several of these problems should be taken into account. 

A very rough idea of the burden is given by the list of tariff 

rates upon various standard goods entering into western con- 

sumption. Some of the conclusions of the Rogers’ estimate 

follow: 

TABLE VI. 

COMPARISON OF TARIFF SUBSIDIES AND TARIFF COSTS BY PROVINCES 

AS ESTIMATED BY PROFESSOR N. M. ROGERS FoR 1931.(1) 

Ss 

| Enhancement i Tari Net Gun 
of Business Subsidies to |- 

PROVINCE due to Protected 

Tariff Manufac- Total Per Capita 
turers | 

Pitan coe $ 2,042,150 |$ 467,992 | —$ 1,574,158 | —$17.88 
Nova Scotia .......... | 15,784,124 9,487,493 —6,296,631 —12.28 
New Brunswick ....|_ 12,891,077 8,126,059 —4,765,018 |§ —11.67 
Quebec mechan: 101,171,562 | 132,867,447 +31,695,885 | ~=+-11-03 
Ontariomeece 168,732,723 | 220,722,484 +51,989,761 15.15 
IWianittODal .ecccecs<cncee: 29,185,740 19,910,971 —9,274,769 —13.25 
Saskatchewan ....... 29,228,285 3,275,950 —25,952,335 —28.16 
Alberta ce. sess hens 27,909,396 8,211,148 —19,698,248 —26.93 
British Columbia.! 37,737,247 22,378,571 —15,358,676 —22.33 

(1) A submission on the Fiscal Disabilities of Nova Scotia within the Canadian Federa- 
tion, presented by N. M. Rogers, Halifax, 1984, Chapter VIII. 

While this computation was of great value in opening up the 

subject for the Canadian people, discussion by economists since 

1931 has confirmed Professor Rogers’ warning that it is not to 

be used for computing the exact burden of the tariff. Some of the 

ways in which this estimate should be increased or decreased to 

accord with our concept of the burden we bear, are mentioned 

below. 

Professor Rogers takes 26/126 of the Canadian value of pro- 

tected domestic production as the total mark-up due to the tariff. 

This rate is based on an average of customs rates paid on goods 

actually imported, which is of admittedly dubious significance in 

this connection, since we are interested mainly in the goods not 

imported but produced in Canada. Even if this were a good indi- 
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cation of the rate of duty existing on those goods which are effect- 
ively protected, i.e., those of which there are few if any imports, 
it does not take account, on the one hand, of the degree to which 
the price-raising powers given by the tariff are not fully employed, 
nor, on the other hand, of the degree to which administrative pro- 
tective devices increase the nominal price-raising powers given by 
the tariff. The statistical item for value of protected domestic 
production is too large by possibly one-third, since many protected 
manufactured goods are materials for other protected manufac- 
tured goods. This estimate, on the other hand, includes neither 
the increase of prices of non-protected but “sheltered” domestic 
goods and services which have had to be raised in price because of 
the effect of the tariff on their costs, nor the increase in price of 
goods actually imported. The latter is, of course, a transfer from 
the payers to the Dominion Government and is a form of taxation; 
it is not commonly considered as part of the “burden of tariff” in 
the sense in which we have discussed it in this brief. The former, 
however, should be counted in. The total increase of costs due to 
the tariff is credited to the provinces in proportion to their rela- 
tive retail purchases and charged against them in proportion to 
their output of protected domestic goods on the assumption that 
the average protection for the industries of each province is 
invariably 26 per cent. 

In the Manitoba brief to the Royal Commission on Dominion- 
Provincial Relations, a direct estimate of the burden of the 
tariff upon the Prairie Provinces is attempted. This involves an 
actual comparison of the prices paid by a Manitoba farmer for his 
typical yearly purchase, with the prices paid by a nearby Min- 
nesota farmer. We await the checking of this estimate also, by 
experts, but wish to express our point of view on a few aspects: 

The following table is a condensed summary of the elaborate 
investigation, and indicates that the Canadian tariff costs the 
average western farmer about $110.00 annually: 

Estimated Increased Cost Per Farm in Western Canada because of 
Tariff on Imports from the United States 

Automotive Equipment and Fuel .......... $ 27.19 
Machinery, Implements, ete. ...........00.. 18.45 
Jes one binaysy INNEYEVCIENL, -coocacseosseathcbacecineesénasneate 7.16 
Household Equipment and Furniture ... 12.60 
CONAN VeNe aden saesoes pobansenoateenncncnancnoeeen e Oeae rnc 24.41 
TEHBYGY6 ht niace chascucte Hsaccececara Gee CER Ure cee 20.57 

HCG ARAN I Loner consenepsga ee eae cae ne PRE eRe $110.38 

There are approximately 290,000 farms in the Prairie Provinces. 

Assuming these figures to be accurate this means that the gross 

cost of the tariff to the Prairie farmers is approximately $32,000,- 

000 a year and to the Alberta farmers about $11,000,000. 
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The weight of this burden may be judged by some compari- 

sons. The Searle Grain Company calculates the average real 

property tax on western farms as about $70.00 per year, which 

indicates that the tariff burden exceeds the tax burden by over 

50 per cent. The entire tax receipts of the Alberta municipalities, 

including cities, towns, villages as well as rural Governments, have 

been in the neighbourhood of $10,000,000 in the last decade. Thus 

the above estimated tariff burden on Alberta farmers equals the 

entire local tax burden. 

It must be emphasized that the gross burden of the tariff on 

the farm population is only a part of the total gross burden on 

Western Canada. According to the 1931 census the farm popula- 

tion is about 50 per cent of the total population. If the tariff 

burden is the same on the non-farm dweller as on the rural popula- 

tion then the figures of $32,000,000 must be increased to $64,000,- 

000 annually. But this method of calculation probably under- 

states the extent of the gross burden since it is a matter of com- 

mon knowledge that the per capita urban expenditures, including 

the per capita share of capital used in employment, are higher 

than farm expenditures. The tariff places a similar burden on 

such primary non-urban industries as mining, fishing and for- 

estry, which Professors Grant and Upgren did not attempt to 

analyze, but which have been included in the non-farm dwellers, 

above. 

It seems to us that the estimate of gross excess costs for the 

typical farmer in a normal year is probably too low, perhaps be- 

cause of excessive moderation in computing it, and perhaps be- 

cause prices were compared at a time when, due to a rapid rise of 

prices in the United States, American price levels had come closer 

to the Canadian than they had been for very many years, and than 

they probably will again when Canadian prices adjust themselves 

upward to correspond with higher American prices. Again, we 

feel that the estimate should be increased to take account of the 

fact that the cheapest alternative market to the home one, under 

Free Trade, would not always be the United States of America. 

It has been suggested that these ‘excess costs” include a 

considerable sales-tax contribution by the Canadian farmer, which 
is not therefore part of the excess burden of the tariff. This is 
true to a certain extent, since American prices are not subject to 
any direct excise addition, comparable with our eight per cent 
sales tax. It must be pointed out, however, that the governing of 
the United States, its States and Municipalities does cost money, 
and some of this cost must be reflected in price-raising taxation 
of some sort. Probably, with the immense wealth of the U.S.A. 
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and the large economic surpluses available for taxation, the price- 

raising taxes are not nearly so high as in Canada, but something is 

undoubtedly present in American prices to correspond to part of 
our eight per cent. Of course, it is purely a matter for conjecture 
whether, under Canadian Free Trade (which is the state with 

which we compare our present lot), the U.S.A. would remit any 
considerable part of these price-raising taxes on exported goods. 
In any event, we would point out that even if the full sales tax 
payment by the typical farm of the Manitoba brief must be de- 
ducted, it is only approximately $29.00 (that is $7.03 per head for 
slightly over four persons). 

It has been suggested, and we agree, that some part of this 
$110.00 per farm gross “excess cost” goes in actual payment of 
customs duties to the Dominion Government and is not, therefore, 
an excess cost in the sense that we have used in this brief or that 
used in the Rogers’ estimate. While it must be credited to the 
Prairie Provinces as a part of our public finance payments, it must 
be deleted here. By rough calculation from the Canada Year 
Book, it would seem to amount to approximately $27.50 per farm. 

From this total gross burden of the tariff upon Alberta, we 
must deduct whatever shifting of this burden is possible to Al- 
bertans through being “sheltered” or “protected”. We have 

already indicated the small proportion of our producers engaged 

in the production of form utilities, who are in a position to pass 

any of their excess costs on to their customers. Of these, even 

many of the ones who are not selling in markets where the domes- 
tic price is determined by foreign prices, find it impossible to take 

much advantage of their shelter, since they are fairly well limited 

to the Prairie market. 

Some question may arise concerning the part of the tariff’s 
gross burden which is shifted by those in Alberta not engaged in 
producing form utilities. It is probably true that the tariff’s 
burden upon the mercantile, professional, transportation and gen- 
eral service groups of the west is, in normal times to some con- 
siderable extent, passed on to the export-producer in the form of 
higher prices charged him for services, etc., or lower prices paid 
for his goods that have to be processed. However, we must note 

that, in depressed times, the “sheltered” producers of an area are 

compelled to share in large part in the fate of the major industry, 

so that it is probable that in the last seven or eight years the 

economic burden of the tariff upon the non-rural population has 

been per capita something fairly close to the economic burden 

upon the farmer. 
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We refer again to the undoubted fact that, in addition to 

all the above measured burdens, many producers of Alberta find 

themselves barred from overseas markets, and from the adjacent 

highly profitable American markets to which they would prob- 

ably have access if they bought more from such areas. In 

exchange, the far-away overcrowded domestic market of indus- 

trial Central Canada is small compensation. 

With these observations, we rest our case with respect to 

the tariff’s burdens, asking only that in the Dominion’s estimate 

of the size of this burden and the part we should bear, this view- 

point of the people of Alberta shall be duly taken into account. 

We suggest that the continuing burden over the years and the 

especial burden of the last few years be taken into account when 

responsibility for our present heavy indebtedness is be:ng sought. 

We suggest that some compensation be planned for the future, 

if this burden is to continue. 

SECTION Ill. 

The Effects of Dominion Monetary Policy 

NOTE: As is the case throughout Part I of this Brief, the subject matter 
of the following chapter on Dominion Finance is considered within the 
frame of reference of the financial system as it is operated at present. 
This is submitted without any endorsement of the existing system, and 
without prejudice to the very definite case for financial reform sub- 

* mitted in Part II of this Brief. 

The monetary policy, or the lack of any monetary policy on 
the part of the Dominion Government, during the depression 
years operated with devastating effect upon the western prov- 
inces. By ignoring the internal economy and by permitting 
the external exchange value of the Canadian dollar to be influ- 
enced by that of the United States dollar, the effect was to link 
the internal situation in Canada to the disastrous effects of the 
depression in other countries and the major burden of this was 
thrown upon the producers of the western provinces. 

In order to preserve a clear view in this matter, without 
permitting the many complicating factors involved to confuse 
the main issue, it is necessary to keep in mind the fundamental 
principles of foreign exchange. These have been shrouded in 
such mystery that too often their simplicity is hidden from the 
public. 

All foreign trade is barter, in the last analysis. Money as 
such does not cross frontiers, though the transfer of credits from 
one country to another may give the impression that it does so. 
Goods exported from Canada are paid for either by goods 
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imported or go in payment of debt obligations incurred for goods 
obtained in some past period or are shipped abroad as foreign 
investment. For our purpose the latter can be ignored. 

The Canadian exporter is concerned only with the Canadian 
dollar payments he receives for his products. Similarly the 

Canadian importer is concerned only with the payment he has to 

make in terms of Canadian dollars. 

To gain something like a correct idea of the principles 
governing these exchange payments it is necessary to imagine a 

Canadian importer faced with the obligation of paying for the 

products he has obtained, from, say, Great Britain in sterling. 

The Canadian exporter to Great Britain, having received 

sterling, wants Canadian dollars. The importer parts with dol- 

lars for the sterling in order to make his payments and both 

parties are satisfied—provided the exchange of dollar for sterling 

was on a basis acceptable to both parties in terms of dollar prices. 

Actually banks provide the facilities for the financial ex- 

change arrangements, but the principle is the same as outlined 

above. 

Before passing on, it should be noted that payment for goods 

exported to meet debt obligations is adjusted internally, either 

by the transfer to the exporter of the proceeds from taxation or 

of money surrendered by an individual debtor, the transaction 

being carried out through the banking system. 

Now, it will be evident that two factors will govern the 

exchange rate of the Canadian dollar, namely, the internal price 

level in relation to other countries’ price levels, and the demand 

for Canadian dollar credits to pay for exports. A rise in the 

price level in Canada without a corresponding rise in the price 

level in Great Britain would depress the exchange value of the 

Canadian dollar in terms of sterling—all other factors remaining 

equal. Similarly a fall in the price level in Britain, without a 

corresponding fall in Canada, would tend to have the same effect 

—all other factors remaining equal. The resulting exchange 

values of the two currencies would reflect the differences in the 

relative price levels and thereby the internal position in Canada 

would be insulated from the effects of the changed price level in 

Great Britain. 

But suppose in the latter instance that the previous relative 

exchange values of the currencies were maintained. The effect 

would be to link the internal price level in Canada with that of 

Great Britain. The exporter would receive less in terms of dol- 

lars for his product, and the importer would pay less for his 

purchases from that country in terms of dollars.. The internal 
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price level would have to be adjusted accordingly and the effect 

would be deflationary. 

The sole purpose of the foregoing illustration is to show that 

any internal disruption in the price level of another country which 

is not reflected by a corresponding adjustment in the exchanges 

would be expected to introduce those disrupting factors into the 

internal economy at home. It will be evident that failure to 

adjust the internal situation to falling world prices—particularly 

when such action was being taken by some countries—would also 

be reflected in a disorganization of internal prices, with all the 

dislocation this would entail. 

Let us assume that in circumstances of a falling price level 

in other countries—resulting in dislocation of her industries on 

account of the low export prices of manufactured goods and the 

low prices of imports entering the country to compete with her 

products—Great Britain deliberately depreciated the exchange 

value of sterling and introduced a system of tariffs in order to 

meet the situation. The obvious policy for her to adopt would 

be to maintain stability of the internal price level so far as this 

could be achieved by means of a managed currency. Assuming 

that the downward trend of world prices continued, sterling 

would depreciate in terms of the old parity rate at approximately 

the same rate as world prices, in the same terms, continued to 

fall. This would give British exporters the advantage of secur- 

ing stable sterling prices for their goods, and at the same time 

they would be able to gain the benefits of the falling price level in 

those countries which were sacrificing their internal economy in 

order to retain the parity exchange rate of their currencies. 

It may be argued that this would be offset by the increased 

sterling prices which Great Britain would have to pay for her 

imports. But this argument overlooks the fact that the external 

price level—particularly in regard to primary products—would 

be falling steeply and, sterling depreciation being adjusted to 

this, the sterling prices of imports in Great Britain would be 

relatively stable—with a tendency to increase only in respect of 

those goods, the prices of which had not followed the general 

downward movement. 

The foregoing hypothetical illustration is a broad outline of 
the policy which was, in fact, pursued by Great Britain after her 
departure from the gold exchange standard in September, 1931. 

Before proceeding to consider the effect this had upon 
Canada, it is necessary to go back to the disastrous wheat crop 
year of 1930-31, when the collapse of wheat prices precipitated a 
crisis in the western provinces. The average July price for No. 1 
wheat at Fort William dropped to 57 cents. To arrive at the 
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price to producers in Alberta, an average of 17 cents a bushel for 

freight charges must be deducted. Handling charges and thresh- 

ing costs would account for a further 7 cents. Deducting these 

costs from the average price at Fort William, the balance of 33 

cents represents the average July price to Alberta farmers in 

that year. 

While it is difficult to estimate the cost of production of 
wheat with any degree of accuracy, it is certain that in no circum- 

stances can it be produced at anything like 33 cents a bushel— 

even excluding the debt charges which usually constitute such a 

heavy proportion of the wheat farmers’ ‘overhead”. 

To aggravate the situation, the former dominant position 

occupied by Canada as an exporter of wheat to Great Britain was 

being challenged by Australia and Argentina, whose depreciated 

currencies gave them an advantage in competing with Canadian 

wheat. Instead of retaining her former one-third of the British 

market, Canada’s share dropped to one-quarter. This should 

have served as a danger signal to the Dominion Government as 

to the effects which would arise from the monetary policy sub- 

sequently maintained when Great Britain departed from the gold 

exchange standard in the following year. 

However, the worst feature of the catastrophic fall in wheat 

prices in 1930 was the impact of its effects on the debt situation 

in the western provinces. It is probable that most of the debts 

of Alberta wheat farmers were contracted over a period during 

which the price of wheat averaged about $1.25. The fall in the 

price of wheat to about 33 cents had the effect of almost quad- 

rupling his debt charges. Few of these debts carried interest at 

a lower rate than 8 per cent—and a farmer paying 8 per cent on 

a debt contracted when wheat was $1.25 found that, in terms of 

his production, the interest payments he was expected to make 

were increased to about 30 per cent per annum with wheat at 

33 cents a bushel. The unjust nature of the circumstances which 

forced him into this position was not lost on the western producer, 

for whom this type of “sacred contract” assumed a new meaning. 

In September, 1931, Great Britain departed from the gold 

exchange standard in favour of a managed sterling currency. 

Instead of joining the sterling bloc which formed as a result of 

this action, the Dominion Government in permitting the banks to 

maintain a rigid and deflationary credit policy, allowed the ex- 

ternal exchange value of the Canadian dollar to be governed by 

the U.S. dollar. 

The following table of wheat prices for the crop years 1931- 

32, and 1932-33 express eloquently the disastrous effect which 

this failure to provide a proper monetary policy had on western 

producers: 
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MONTHLY AVERAGE PRICES OF WHEAT ON THE WINNIPEG 

MARKET 

(Basis No. 1 Northern in Store Port Arthur or Fort William) 

Price in Gold Sterling 
1931-32 Canadian Equivalent Equivalent 

Currency Price Price 

(AUPUSt i. cote eee eee Soa $ 54.93 $ .55.06 
September creo cee eee 53.6 51.50 09.29 
October Wie. a ee ee .59.9 {sala .67.01 
INO VEMIDEN accuses ees 67.3 60.01 .78.54 
Becemiber ae ta eee 60.6 50.04 £72.24 
January “cass e eoee .60.0 e03 £72.64 
MeDTUany ce ewe sure eee 63.2 54.93 Yupik 

16301 56.29 .75.54 
62.6 55.95 .73.10 
62.9 5D:29 13.67 
Oe 47.61 63.85 
54.7 47.66 .65.41 

1932-33 

CUB UST y cere ree ecee see niece: $ 56.3 $ .49.36 $ .69.10 
September? seses. cela tee 51.9 46.91 .65.78 
Octobenagee tna eee 48.2 43.91 .63.06 
INOWETIID GT: we.sesceten cece ere 46.7 40.70 .60.57 
Decemberie eee. eee 42.4 36.91 54.59 
Janvary. os, y. 44.2 38.81 .56.05 
WEDTUAIY ex meee ae 45.8 38.23 54.46 
WianGhi sta.:teaet aes eee eee 49.1 40.87 57.96 
GaN oheal Dene pce i Meee ne Oa Seer 43.39 61.81 
Miao orn ee een She See ee 63.3 47.26 .68.65 
JUNG eee ee ee ee ee .66.8 48.85 70.67 
SULT “ate arte A oe SO a ae ee 83.4 ED oG.5o 82.62 

In defense of its lack of a definite policy, the argument 

advanced by the Dominion Government might be that, faced with 

the alternative of obtaining the advantage of the British market 

for its exports without wrecking the internal economy of the 

country, or of meeting heavy payments to the United States, in 

terms of a dollar having a high exchange rate in relation to the 

U.S. dollar, chose the latter as the lesser of two evils. By 

leaving the situation to take care of itself, the Dominion Gov- 

ernment allowed the financial institutions to control it as they 

liked, and the monetary policy inflicted on the nation was that 

which suited those institutions. 

This latter alternative will not bear examination. In the 

final analysis, payments to the U.S.A. had to be made in goods. 

Owing to the fall in prices in terms of the U.S. dollar, the dead 

weight of debt in terms of products was increased; in any event 

the linking of Canadian currency to the U.S. dollar transferred 
the greatest portion of this additional burden to the western pro- 
ducers of primary products, and in affording protection to eastern 
manufacturers at the same time, the Dominion Government not 
only imposed upon the west the chief burden of meeting the 
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dislocation of external conditions, but they expected the western 
producer to subsidize the eastern manufacturer, and the railways 
as well. As in any event, the cost, in terms of production, of 
servicing external debts to the United States was increased, 
surely payment would have been rendered easier by giving ex- 
porters the advantage of a depreciated dollar. Moreover this 
would have resulted in the additional burden being more evenly 
distributed. 

Is it surprising then, that the economy of the west was 
wrecked to a degree from which it can never recover without 
readjustments to make good the damage done to it during those 
years? Western producers were forced to sell their products 
considerably below cost; they had to meet debt obligations which 
in terms of their production often amounted to about one-third of 
the principal owed by way of annual interest alone, and they 
received no return for their products to meet these charges. 
Nevertheless, they were expected to pay high protected prices for 
their machinery and household goods, increased as these were by 
the maintenance of high freight rates. Alberta suffered the most 
by virtue of being a comparatively young province, which was 
rapidly settled and therefore had relatively heavy external obliga- 
tions to meet. Also she suffered since, being at the pedk of 
trans-continental freight rates, she had to shoulder the resulting 
adverse effects on the prices of both her exports and her imports. 

The fall of wheat prices (No. 1 Northern cash) to less than 
40 cents at Fort William was the climax of this disastrous policy 
—or rather lack of policy. The net return of about 15 cents a 
bushel to the Alberta farmer, meant that on an 8 per cent loan 
contracted when wheat was $1.25, he was expected to pay about 
65 per cent in terms of production—but the price he received for 
his product was but a fraction of the costs of its production. On 
what grounds can any policy which produced such results be 
justified? The injustice of the Dominion Government’s failure 
to meet the need of the nation as a whole is apparent when the 
plight of the western wheat producer is compared with the 
advantage secured by the pulp and paper industry. 

Although the Canadian dollar was at a premium with respect 
to the British pound, it fell to a discount under the United States 

dollar. The pulp and paper industry, finding its export market 

in the United States, was able to sell its product in a market where 

the exchange situation yielded a profit. The following is quoted 

from an article on the pulp and paper industry by E. A. Forsey, 

printed in the Canadian Journal of Economics and Political 

Science, Volume I., No. 8, August, 1935, on page 501: 
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“The Canadian wheat grower has had to contend against 
the vagaries of nature, against foreign tariffs, quotas, and 
other such restrictions, against a considerable expansion of 
home production in his chief markets, and against the for- 
midable competition of exporters from countries with de- 
preciated exchanges. The Canadian newsprint manufac- 
turer, on the other hand, faces no such obstacles. On the 
contrary, he has free entry into the United States market 
and, until the worst of the depression was past, enjoyed the 
advantages of a depreciated exchange, netting him at times 
as much as $8.00 a ton, and an average of $3.00 in 1933.” 

Had the Dominion Government acted in 1930 to insulate, so 

far as it was possible, the internal economy from the effects of 

the external phenomena of approaching economic depression, the 

subsequent history of Canada would have been different. This 

could have been achieved by deliberately inflating the currency so 

as to maintain a relatively stable internal economy. 

The external exchange value of the Canadian dollar could 

have been allowed to depreciate as world wholesale prices, in terms 

of gold exchanges, continued to fall. The additional monetary 

inflation required to adjust the internal position could have been 

applied in part to subsidize imports, in part to regulate internal 

prices, and in part to meet additional taxation required for 

external debt payments. Moreover, tariffs could have been 

reduced or abandoned, imports being regulated by the granting or 

withholding of subsidies. It would be ridiculous to suggest that 

the application of such a policy would have been impossible or even 

difficult. 

Under the circumstances, the complete collapse of the 

economy of the western provinces, which followed, was inevitable. 

However, it was not in the nature of things; no inexorable law 

was responsible. It was due entirely to the failure of the Domin- 

ion Government to meet the requirements of the situation by 

means of a definite monetary policy. 

Even if the alternative policy outlined above is rejected, the 

stark fact remains that a policy which sacrificed one section of 

the nation to benefit another, with such devastating results to the 

former, must have been fundamentally wrong. 

In a confederation the results of such national tragedies 

should not be foisted on one section of the nation. In fairness, 

all should share in the evils of a calamitous error on the part of 

the central government. Recriminations for past mistakes are 

useless. The only purpose of bringing the matter forward is to 

secure co-operative action to redress the injustices of the situation 

which have been created. And in any readjustments, the eastern 

provinces should take cognizance of the fact that whereas they 
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were largely protected from the effects of the economic havoc of 

the worst depression years, their sister provinces in the west not 

only bore the full brunt of the situation, but also contributed in 

no small degree towards affording the eastern manufacturers the 

protection they enjoyed. 

BANK OF CANADA 

Many felt that, with the formation of the Bank of Canada in 

1935, the errors of the past would be rectified. However, judging 

from the operations of that institution to date, it would seem that 

little hope lies in that direction. The recent action of the Domin- 

ion Government in nationalizing the Bank of Canada has been 

hailed as a forward step. Actually the nationalization of the 

bank means nothing, if it is to pursue the same policy which it 

has followed since its inception. 

Without concurring in the orthodox considerations govern- 

ing the purpose for which the Bank of Canada was established 

and the principles purported to be necessary for its operation on 

a sound basis, it will be shown that, judged even by these 

standards, the Bank of Canada has not fulfilled the purposes for 

which it was instituted. 

The Bank of Canada was brought into being as a result of 

the report made to the Dominion Government by the Royal Bank- 

ing Commission in 1933. In the briefs presented to that com- 

mission it was generally held that a national or central bank 

should be established in Canada, and that it was essentially in the 

interests of the economic welfare of the Dominion as a whole. 

The brief submitted to the Commission on behalf of the Province 

referred to: 

(1) Interest Rates; 

(2) Agricultural Credit; 

(3) The Desirability of the Establishment of a Central 

Bank; 

(4) Exchange and Monetary Policies in Relation to Export 

Business. 

With respect to government finance, it was shown that dur- 

ing the period when prices for agricultural products were at their 

lowest and governments, particularly those of western provinces, 

were hard pressed to secure funds to carry on the essential 

services of government, including provision for unemployment, 

interest rates were actually increased. Maturing debenture issues 

could be refunded only at rates in excess of six and one-half per 

cent; and it was then the concensus of opinion that the establish- 

ment of a Central or National Bank could and would bring about 
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lower interest rates generally, and enable governments to refund 

maturing obligations at reasonable rates of interest. 

The Royal Commission in its report to His Excellency, the 

Governor General in Council, recommended: 

(1) “That a Central Bank for Canada be forthwith 
established. 

(2) “That an inquiry be instituted by the Dominion 
Government, preferably with the co-operation of 
the provincial governments, to investigate the ex- 
isting organizations for the provision of rural 
credit with a view to the preparation of a scheme 
for the consideration of Parliament.” 

In the appendix to their report suggestions were made as to 
some of the main features of the constitution of a Central Bank 
of Canada; and your attention is directed to the following: 

(1) NoTE ISSUE: “The Central Bank is responsible for 
the control of the volume of credit and the mainten- 
ance of the stability of the value of currency. This 
responsibility connotes that the bank should be 
granted the sole right of issuing currency (other 
than coin), for it would be intolerable that the 
Central Bank’s policy should be hampered by the 
action of other issuing authorities in a country...” 

(2) “The bank should be the banker of the government; 
and if possible, the provincial governments, because 
by concentrating the receipts and payments on gov- 
ernment accounts the Central Bank could take steps 
to prevent any undue effect on the credit situation 
which might otherwise result from an uneven flow 
of revenues...” 

(8) “The bank should take over the issue and manage- 
ment of the public debt of the Dominion Gov- 
ernment (and possibly of the provincial govern- 
ments) .”’ 

(4) “The bank should concentrate the gold holdings of 
the country. The normal effective reserve of a 
Central Bank is the amount of its reserve in excess 
of its legal minimum. It is now widely recognized 
that in order to allow Central Banks a large measure 
of freedom, their minimum legal reserve proportion 
should be relatively low; and recently at the World 
Monetary and Economic Conference it was recom- 
mended that such minimum legal reserve should not 
exceed twenty-five per centum.” 

The Bank of Canada Act was assented to on J uly 8rd, 1934; 
and it is of interest to note the purpose of this legislation, which 
is set out in the preamble to the Act: 

“Whereas it is desirable to establish a Central Bank in 
Canada to regulate credit and currency in the best interests 
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of the economical life of the nation, to control and protect the 
external field of the national monetary unit and to mitigate 
by its influence fluctuations in the general life of production, 
trade prices and employment, so far as may be possible within 
the scope of monetary action and generally to promote the 
economic and financial welfare of the Dominion.” 

The bank commenced operations on March 11th, 1935; and 

since that time the gold reserves against currency and bank 

credit have been in the custody of the bank. The Bank of Canada 

assumed the liability for Dominion notes outstanding; and the 

chartered banks were required under The Bank Act of 1934 to 

reduce the issue of their own bank notes over a period of ten years 

to an amount not in excess of twenty-five percentum of their paid- 

up capital as at March 11th, 1985. The chartered banks were 

also required to maintain deposits with the Bank of Canada as a 

reserve of an amount not less than five percentum of their deposit 

liabilities in Canada. The Bank of Canada was given the right 

to make advances to governments, both Dominion and provincial, 

and to chartered banks; also authority to purchase securities 

issued by the Dominion and provincial governments. 

It is unnecessary here to detail the powers vested in the bank 

under the Act authorizing its creation. It is generally accepted 

that the powers conferred upon it by Parliament are sufficiently 

comprehensive to enable it to carry out the main purposes for 

which it was instituted. 

A period of three years has elapsed since it commenced 

operations; and we suggest that it is not only reasonable, but it 

is essentially in the interests of Canada as a whole to consider to 

what extent the bank has by its operations promoted the economic 

and financial welfare of the Dominion. It is a reasonable ques- 

tion to ask what has it done to assist the governments of Canada 

in meeting the burden of unemployment imposed by our present 

economy and in lowering the costs of government financing by 

the regulation of currency in accordance with credit require- 

ments. We first review a number of the weekly statements 

issued by the bank. 

The bank commenced operations on March 11th, 1935; and 

we draw attention to the statement of assets and liabilities of the 

bank as at March 27th, 1935. Total assets amounted to $271,- 

484,290; notes in circulation, $97,080,085; reserves of $115,591,- 

986 included $106,585,310 of gold coin and bullion; investments 

(Dominion securities) totalled $154,337,655. It should also be 

noted that the ratio of net reserve to note and deposit liability 

was 43.48 per cent. 

A survey of the succeeding statements will show practically 

no material change until July 10th, 1935, when total assets were 
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shown as $306,583,434. The reserve totalling $195,474,623 in- 
cluded gold coin and bullion to the value of $180,179,470 — an 
increase of some $74,000,000, due almost entirely to the re-valua- 
tion of gold at the prevailing market price. Notes in circulation 
totalled $76,882,077. It should be mentioned that while the gold 
was taken over from the chartered banks by the Bank of Canada 
at the old valuation, the Government of Canada received the 
benefit of the revaluation of approximately $63,000,000; and this 
amount was to constitute a fund to be used for the equalization of 
exchange. A decrease of about $55,000,000 is shown in invest- 
ments; and it can be assumed that these securities were trans- 
ferred to the exchange fund. The net reserve ratio to notes and 
deposit liabilities increased from forty-three per cent to sixty- 
four per cent; and it should be rememebered at this point that the 
bank is required to maintain a reserve of gold equal to not less 
than twenty-five per cent of its total note and deposit liability in 
Canada. The effect of the revaluation of gold enabled the bank 
to increase its reserve from forty-three per cent to the sixty-four 
per cent mentioned. 

Approximately a year later the statement of the bank as at 
July 31st, 1936, showed little change. Total assets amounted to 
$313,363,829—an increase of $7,000,000; the reserve totalled 
$194,495,061—a decrease of $1,000,000. Gold held was valued 
at $179,563,567—a decrease of approximately $500,000; the notes 
in circulation totalled $100,041,173; and the reserve to its note 
and deposit liability amounted to 63.66 per cent. Again one year 
later, the statement of July 31st, 1937, showed total assets of 
$352,071,976. The reserve totalled $201,787,197, of which $i79,- 
525,398 consisted of gold coin and bullion—a decrease of $600,- 
000 as compared with the value of gold coin and bullion held 
on July 10th, 1935. Notes in circulation totalled $138,919,574; 
and the reserve was 59.52 per cent of the note and deposit 
liability. 

Turning now to the statement of March 30th, 19388: Total 
assets were somewhat higher, namely $383,525,606; the reserve, 
$206,147,121; and we particularly draw attention to the fact that 
the gold coin and bullion shown at $180,639,840 showed little 
change from the amount shown at the time the gold was revalued. 
The reserve again amounted to 55.60 per cent of notes and deposit 
liability. 

A complete statement of the assets and liabilities of the bank 
since its inception is appended. This gives the average weekly 
figures. A summary of the main items is as follows: 
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1935— 
ae months 213.7 48.9 294. 154.6 166.2 57.87 119.6 

on months 225.2 64.0 322. |. 179.7 192.5 61.69 123.2 
1937— | 
sees months 239.9 91.8 372.2 182. 204.8 57.11 162.2 

January 254.6 99.7 386.7 179.7 199; | 53.38 180.9 
1938— 

February 245.3 98.6 381.3 180. 203.4 | 55.26 173.1 

The infinitesimal changes after three years of operation 
might be considered satisfactory from an orthodox standpoint if 

more normal conditions prevailed in Canada, and if some of the 

major problems affecting the economic welfare of the people had 

been partially solved, but the distress of the country, due almost 

entirely to financial causes has been acute during the whole 

period. Itis not our purpose to suggest that the Bank of Canada 

can solve all the vexatious problems confronting governments in 

Canada, but we do submit that the bank was brought into being 

to alleviate some of the effects of the depression years by con- 

trolling the issue of credit and currency in terms of public need. 

The changes in the bank statement we submit are normal changes 

and do not indicate that the bank is following a truly national 

policy. 

The deposits of the chartered banks with the Bank of Canada 

fluctuate as their liabilities to the public increase or decrease, and 

the increase of some $32,000,000 in this item can only be con- 

sidered a normal increase. Circulation of the Bank of Canada 

notes shows an increase of about $50,000,000, it is true, but this is 

almost entirely accounted for by the replacement of Dominion 

notes with Bank of Canada notes and the reductions in chartered 

bank note issues required by the Act. The amount of gold held 

shows practically no change after the revaluation of gold made 

in 1935, notwithstanding the production of gold in Canada since 

the Bank of Canada commenced operations; and we will deal with 

this particular phase later. The ratio of reserve to note and 

deposit liabilities also shows little change. 

CHARTERED BANKS 

An examination of the statement of assets and liabilities of 

the chartered banks will show that no marked change has taken 

place as a result of the functioning of the Bank of Canada, 
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although it is generally admitted that a Central Bank may create 

additional cash, and by its operations expand or contract credit. 

Cash Reserves—Chartered Banks 

The total cash reserves of the chartered banks from 1926 to 

1936 by years are as follows: 

1926 csccsccseeeseteee seen ct eterno een eee $192,000,000 
W927 ccccossonctcuscgcsscnesesstuss Seuss certeate ue asket eee rere tenes 187,000,000 
TODS Sis desbosssesteencnscecdaceareesesoetaseeectenocene tent eaer onc eteateae 193,000,000 
1929) seit. ecayceasRe brn tenes teeta ences ec ee oeemanees care eemmecteente eect 191,000,000 
TOB0) Seccecececccvetes saanntececntanssraras she cetcaueeote en eee eee 176,000,000 
1S ft Deer ire eS are RRP Rie VR acre ire rccoectopccaccccens 169,000,000 
DD Disc sescsseesoeebaeeh sate nan See tes co tc gn eco oes cee eaa ene eat ete 172,000,000 
1933) ossctodeccccdcashuacteesse seo Ohare eee cree eee 189,000,000 
10 3s. ees on eee reer ec Poo co Pecan eC ehoo Ne 201,000,000 
1935 w c.accctecceeceses one chcssactsoctaetee wrageuceemcemmmemertceeee <evereeeers 213,000,000 
L936. ok scs cocctare suse see Nie sepon oceania seer eee ne 225,000,000 

The total assets of the chartered banks for the years 1929 to 

(Page 892, 1937 Canada Year Book.) 

Total Assets—Chartered Banks 

1936 are as follows: 

The note circulation available to the public for the years 

$3,528,468,027 
3,237,073,853 
3,066,018,472 
2,869,429,779 
2,831,393,641 
2,837,919,961 
2,956,577,704 
3,144,506,755 

(Page 899, 1937 Canada Year Book.) 

Note Circulation—Canada 

1926 to 1936 are given herewith: 

Per Capita 
Chartered Dominion or Average 

Year Banks Bank of Canada Total Daily 
Figures 

OZG: Beenersresccceests $168,885,995 $26,314,706 | $195,200,701 $20.63 
IES PAIR cekcrsetios prec 172,100,763 27,793,500 199,894,263 20.55 
D2. Oi aeuanesaveskedea soca 176,716,979 28,803,340 205,520,319 20.74 
LG LOM BAe ett 178,291,030 30,003,870 208,294,900 20.44 
1-93 Onset ecess costae 159,341,085 28,812,059 188,153,144 18.12 
1 il aetna eee enee ct es 141,969,350 28,572,011 170,541,361 16.09 
ee VAs onan aoa es eee 132,165,942 28,483,686 160,649,628 15.04 
OS'S mee ietet crete 130,362,488 29,066,051 159,428,539 14.70 
OSA Meanatar tes ossccrnee 1s Dateioe 30,547,720 166,085,513 15.06 
NOS Dedtede cater cccesce es 125,644,102 47,288,651 172,932,753 15.45 
UOS Gisker sverteeece eres 119,507,306 66,934,958 186,442,264 16.50 

(Page 891, Canada Year Book, 1937) 

These figures conclusively show that no appreciable changes 

have taken place as a result of the operations of the Bank of 

Canada. — Total notes available to the public show practically no 
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change since the inception of the Bank of Canada notwithstand- 
ing the fact that on a per capita basis there is a decrease of prac- 
tically 20 per cent, as compared with the year 1929, a condition 
which seriously affected the purchasing power of the public. 

Much has been said, and we are continually hearing warn- 
ings as to the effect of inflation by the issue of additional 
currency. The fact remains that no attempt has been made to 
rectify the unsatisfactory situation; no appreciable change has 
taken place to date. The gold reserves of the Bank of Canada are 
much in excess of the minimum required by The Bank of Canada 
Act and the percentage recommended at the World Monetary and 
Economic Conference. We submit that a financial system under 
which the shortage of credit facilities and of purchasing power 
is So apparent as in Canada, stands condemned if its adminis- 
trators seriously contend that any attempt to make good its 
defects would result in the chaotic results of inflation. 

Bank of Canada Reserve 

It is apparent from the figures given that the Bank of Canada 
has had no difficulty in maintaining a gold reserve substantially 

in excess of the minimum required. At the same time it has 

refused to purchase any appreciable portion of the gold produced 

in Canada, which it could have done with its own notes at prac- 

tically no cost. Credit could have been issued against this gold, 

payable in currency, and by the issue of currency against a 

reserve of gold, interest rates might have been controlled in the 

best interests of the nation’s economy. While it is becoming 

generally recognized that the idea of basing money on gold is a 

relic of ancient superstition, yet even according to the principles 

advocated by its supporters, the Bank of Canada has failed to 

make use of the advantages of the gold production of the nation. 

Since 1933 the newly mined gold has been readily absorbed 

by other Central Banks throughout the world and it is only 

necessary to mention the concentration of the huge reserves of 

gold in the United States which are now being used as a basis of 

credit and note expansion. It might be asked if the United States 

with its tremendous wealth and reserves has found it advis- 

able and in the national interests to increase and conserve its 

gold reserves, why does not Canada follow a similar policy, at 

least to some extent? It cannot be said that in Canada we are 

in such an enviable or fortunate position that we can afford to 

permit the export of all the gold produced in Canada; and it is 

reasonable to assume that so long as we are going to accept gold 

as the basis of currency and credit issue, some portion of the new 

production should be conserved in the national interests. 
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GOLD PRODUCTION IN CANADA 

The value of gold produced in Canada for the years 1931 to 

1936 follow: 

Year Value 

LOBL scskesali vtec seOeiceiien occa Mace ee $ 58,093,396 
1932s scccnece nah oees eee eee 71,479,373 
1933 chscccktaescheceheesnee  e 84,350,237 
1984. .occcivcetialwaeetinit oe ee ee ee 102,536,553 
BLS 3 15 eee an ects Cite” ry ek et EE oss antes 115,595,279 
VOB6 Sia iti eeeeeee ts One ee ee ee 130,847,733 

(Page 364, Canada Year Book, 1937.) 

GOLD EXPORTS 

In view of the production of gold in Canada, it is essential 

to note the amount of gold exported during the past few years; 

and these figures are given in the following statement: 

Value 
Year . Non-monetary Gold 

L938 sceccccevstecceseworennsoediie ae $ 79,000,000 
VOB A sos ora evee ees oheieck cadres ice sae een ee 110,000,000 
VOBD. seeccdvccectccconeresteohel ctiassustivot ee eee Oe 117,000,000 
193 6 Stk tessa saved cobanesast aces take theo 132,000,000 
LOBT S iibse.cbade reeaeeess Ae Ce ee ae 145,000,000 

Under The Bank of Canada Act the bank may, among other 

things, buy and sell gold, silver, nickel, bronze coin, and gold and 

silver bullion; and gold can only be exported from Canada with 

the permission of the Minister of Finance. It therefore follows 

that the Bank of Canada, had it so decided, could have increased 

its gold reserves at will by the mere issue of its own notes, 

thus providing the statutory backing required for a very sub- 

stantial increase in the note issue. 

BALANCE OF TRADE AND EXTERNAL PAYMENTS 

It might be argued by some that the export of gold from 

Canada was necessary in order to maintain a balance of trade in 

favour of Canada, and that the value of our exports was in- 

sufficient to meet our import commitments and our external debt 

payments; and had the gold not been exported, it would have been 

difficult to service our external debt payments and maintain the 

value of our currency in relationship to sterling and the United 

States dollar. 

Dealing first with the balance of trade, according to figures 

compiled from Trade of Canada, Dominion Bureau of Statistics, 

total merchandise exports and imports for the years 1933 to 1937 
were as follows: 
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Excess of 
Year Imports Exports Exports Over 
; Imports 

TRB): ccsttinehtecccedcoe ote Roe e REE ener $401,000,000 |$ 609,000,000 | $208,000,000 
HO SA errererre ee ene: ccrsae Rite hee cate 513,000,000 759,000,000 | 246,000,000 
THE SY » caotinact ctcatdssaonthot SoER RES ERE ACER 550,000,000 842,000,000 | 292,000,000 
IOSD ccssessnesaseneclssiencdh aaueeree eee 635,000,000 1,070,000,000 | 435,000,000 
ND Sie eee eee ee TS te 809,000,000 1,143,000,000 | 334,000,000 

It is difficult and almost impossible to secure accurate figures 

regarding external debt payments. However, in 1936 the net 

amount required to retire issues payable in other currency totalled 

approximately $202,000,000, and this included optional payment 

bonds, many of which we undoubtedly hold in Canada. Some 

allowance should also be made for the transfer of capital, and this 

has been estimated by the Bank of Canada officials at about $145,- 

000,000. Balance of trade in favour of Canada in 1936 of $435,- 

000,000 was, therefore, more than sufficient to meet our external 

obligations. In 1937 a so-called favourable trade balance of 

$334,000,000 was available to meet external debt payments of 

some $230,000,000. With respect to international payments, the 

governor of the Bank of Canada, in his address to the share- 

holders of the bank in February, 1938, said in part: 

“After the very favourable balances, such as we had in 
1935 and 1936, one would in any case expect a tendency to- 
wards their reduction, even if our exports continue to grow 
as they have done.” 

It is reasonable to conclude, therefore, that Canada did not 

face a problem arising from an adverse balance of trade during 

the past three years. 

EXCHANGE VALUE OF CANADIAN DOLLAR 

In relationship to the United States dollar, our Canadian 

dollar throughout 1936 and 1937 maintained a close parity, and 

fluctuations with the pound sterling ranged from three to four 

per cent. In 1936 a monetary agreement between France, Hol- 

land and Switzerland, and also a tri-party agreement between 

Great Britain, the United States and France did much to narrow 

the fluctuations in exchange. In Canada we also had a stabiliza- 

tion fund of about $63,000,000 arising from the revaluation of 

gold available in case of need for the purpose of stabilization. 

INTEREST RATES—GOVERNMENT FINANCE 

Since its inception the Bank of Canada has acted as fiscal 

agent for the Dominion Government, and comparative statements 

showing the yield of Dominion securities, particularly the long 

term maturities, is in line with bonds of the United Kingdom, and 

the United States, While there have been minor fluctuations in 
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the market value of these securities, the holdings of the bank 

show little fluctuation, indicating that little market support by 

the Bank of Canada was necessary. 

DOMINION TREASURY BILLS 

Short term treasury bills of the Dominion Government to 

the amount of $150,000,000 were outstanding at the end of 1937, 

and the average tender rate during the year was .715 per cent for 

three-month bills. The policy in Canada has been to resort to the 

sale of medium or long term bonds, the cost ranging from two 

per cent to slightly over three per cent. With an internal 

Dominion debt of between two and one-half and three billion 

dollars, we offer the opinion that a substantially greater amount 

than $150,000,000 of the debt could be safely carried in short 

term bills; and in this way the cost of carrying the Dominion debt 

could be substantially lessened. It is quite true that by refunding 

operations the carrying charges of the debt of Canada have been 

substantially reduced in the past four or five years; but it cannot 

be said that we have gone as far as possible in this direction. 

There is no doubt that for a period of years Canada has 
suffered through a policy of rigid interest rates, and throughout 
the years of depression carried an excessive burden of interest 
charges due to this policy. Since the inception of the Bank of 
Canada it would appear no national policy has been put into 
effect to alleviate these conditions. We would submit that the 
statements referred to on the other hand would indicate that there 
is an assumption that it has fulfilled its functions, at least in so 
far as the Dominion Government is concerned, and that there has 
been no necessity to consider the interests of Canada as a whole. 

PROVINCIAL FINANCE 

Prior to the inception of the Bank of Canada in 1935, the 
western provinces particularly were faced with difficulty in 
refunding maturing debenture issues at reasonable rates of 
interest, nor could they secure funds by the sale of debentures at 
reasonable rates for the purpose of meeting the costs of unem- 
ployment relief. The Dominion Government recognized the fact 
that funds must be made available for this purpose, and other 
chapters of this Brief show the amount of assistance given by way 
of loan from the Dominion treasury. 

In March, 1936, the Province of Alberta made efforts to 
secure funds to meet a debenture issue of $3,200,000. The Bank 
of Canada was not prepared to make this advance, and the con- 
ditions stipulated by the Dominion Government were not accept- 
able to the Government of the Province, therefore default in pay- 
ment resulted. Subsequently the Province of Ontario negotiated 
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with the Bank of Canada for a loan of $10,000,000 which was 

not completed. The Province of Manitoba, facing similar diffi- 

culties, secured no assistance from the Bank of Canada, but as a 

result of the bank’s report on its financial position, received a 

special grant from the Dominion Government. Otherwise, it is 

said, they would have been forced to default. However, we find 

that the statement of April 30th, 1936, of the Bank of Canada 

shows that an advance of $2,000,000 was made to the Province of 

Saskatchewan and a further advance of $1,000,000 is shown on 

their statement of May 30th, 1936. These advances enabled the 

Province of Saskatchewan to meet debenture issues maturing on 

May 1st and June Ist, 1936. 

Our purpose in commenting on these facts is simply to 

support the statement that the Bank of Canada, while a national 

institution and created for the purpose of administering the 

volume of credit and currency in Canada, has not pursued a policy 

in the national interests of Canada as a whole. Its failure to do 

so is jeopardizing the credit structure of the nation and is leaving 

the bank open to the criticism that its actions are governed by 

political and other partisan considerations. 

CONCLUSION 

A monetary policy administered in the interests of the nation 

is essential in Canada. National credit should be available for 

purposes national in character regardless of the boundaries of 

provinces, and without prejudicing the rights of the provinces to 

make full use of their own resources. The building of a Trans- 

Canada highway, for instance, surely should be dependent solely 

upon the agreement of the provinces affected, and not upon a 

demand that each should finance its portion of the cost. Is it 

logical or reasonable that Canadians motoring across Canada 

should be required to use United States highways owing to the 

road conditions in certain provinces? Again is it logical that a 

mountainous province like British Columbia should be expected to 

pay many times more for her section than a prairie province— 

and be penalized for her topography. Moreover, housing pro- 

jects, unemployment and the refunding of the provincial debt in 

an equitable way are all dependent upon the adoption of a mone- 

tary policy administered in the national interest. 

We believe that the figures we have quoted, obtained from 

such unimpeachable sources as the bank’s own statements and 

the Dominion Bureau of Statistics, definitely indicate that the 

bank has adopted a restrictive and ultra conservative policy; that 

it has maintained gold reserves at least one hundred percentum 
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in excess of the minimum requirements, according to the prin- 

ciples of the system it is operating and, in addition, has permitted 

the unrestricted export of the gold production of Canada which, 

under a gold-basis monetary system would have justified an 

“easy-credit”’ policy to be pursued, if justification was wanted. 

We must conclude, therefore, that the bank itself has under- 

taken no effective measures to promote the economic and financial 

welfare of the Dominion, and there is no evidence that it intends 

to counsel or inaugurate any truly national monetary policy in 

Canada. 



CHAPTER VIII. 

The Problems of Markets 

SECON Ve =GOAL 

The Canada Year Book, 1937, commences the section deal- 
ing with the coal industry of Canada with this comment: 

“The fuel situation of Canada is somewhat anomalous, as 
in spite of the enormous resources of coal in the country, about 
50 per cent of the consumption is imported. The Canadian coal 
areas are situated in the eastern and western Provinces, while 
Ontario and Quebec are more easily and economically supplied 
with coal from the nearer coal-fields of Pennsylvania and Ohio. 
The anomaly of the situation is accentuated if we consider that 
Canada’s present coal consumption is about 30 million tons 
annually as against reserves of 1,234,289,000,000 metric tons, 
sufficient for an unthinkably long period at the present rate of 
consumption.” 

The people of Alberta can see no reason why this anomaly 
Should continue. They are convinced that a proper considera- 
tion of the whole problem of Canada’s coal resources and, coal 
consumption would result in some policy being formulated which 
would permit of a greater development of these most important 
natural reserves without placing any increased burden upon the 
consumers of coal in the Dominion. 

Probably the earliest record of the occurrence of coal in 
this Province was that made by Sir Alexander McKenzie, in 
1789, when he reported that he found a coal seam on Great Bear 
River. He also refers to a seam which he discovered on the 
Red Deer River in the vicinity of the present Drumheller field. 
In the succeeding years a number of explorers and surveyors 
made references in their reports to coal occurrences in various 
parts of the Province. It is a matter of interest, however, that 
when the first transcontinental railway line reached the Rocky 
Mountains the coal used was from Ohio. About 1881 the first 
coal seam was opened at Lethbridge, and in the following two 
-years mines were opened at Anthracite and Canmore. In suc- 
ceeding years development work proceeded rapidly in the various 
coal producing areas of the Province. The Department of 
Geology of the University of Alberta and the Research Council 
of Alberta have made a very extensive study of the coal reserves 
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of the Province, so that the various occurrences and the extent 

of the reserves are now fairly definitely known. 

The bulk of Canada’s coal reserves, bituminous, sub- 

bituminous and lignite, is in Alberta and represents a noticeable 

percentage of the world’s visible supply. When one reflects that 

Alberta has eight times the coal reserves of Great Britain which 

produces over 250 million tons annually, whereas Alberta only 

produces approximately 6 million tons, it is not difficult to see 

that the one essential problem facing the coal industry is that 

of restricted markets. 

Alberta has three distinct coal measures, the Kootenay, the 

Belly River or Saunders, and the Edmonton. The Kootenay series 

is situated along the foothills of the Rocky Mountains from the 

south to the north of the Province. The coals in this series 

range from bituminous to semi-anthracite. The producing 

areas in the Kootenay measure are the Crows Nest Pass, the 

Cascade area west of Calgary, the Nordegg area west of Red 

Deer, and the Mountain Park area west of Edmonton. The 

Belly River series extends over practically the whole of the 

southern half of the Province and the coals in this area range 

from sub-bituminous to lignite. The producing areas in this 

series are the Saunders area west of Red Deer, the Coalspur area 

west of Edmonton, the Lethbridge area in the vicinity of the 

city of Lethbridge and the Redcliff area in the vicinity of 

Medicine Hat. The Edmonton series overrides the Belly River 

series in the central part of the southern half of the Province. 

The coal produced from this series is black lignite bordering on 

sub-bituminous. There are a number of producing areas in this 

coal measure, the principal ones being in the vicinity of the 

following places: Edmonton, Drumheller, Carbon, Tofield, Cam- 

rose, Big Valley, Sheerness and Ardley. 

Table [X of Chapter II sets out the annual production in tons 

for the five year periods between 1906 and 1926, and the annual 

production since that year as well as the value in dollars of this 

production. Reference to that table shows that the peak year 

of production was in 1928 when 7,334,179 tons were produced 

with a value of $23,532,414.00. During the years of depression the 

tonnage fell very considerably as did the price value of the 

production. 

In 1931, a low mark of 4,564,290 tons was made, but in more 

recent years the tendency has been upward resulting in a produc- 

tion in 1987 of 5,551,682 tons valued at $14,434,969.00. Statistics 

show the decline in sales to be attributable to two main fac- 

tors:—loss of trade in the Province of Saskatchewan amounting 
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to roughly half a million tons, and decreased yearly sales to the 
extent of over one million tons to the railways. 

What a loss in value of $9,000,000.00 means to the people of 
Alberta due to the large decrease in wages earned as a result of 
the decrease of the coal output and depreciation in price, is 
Self-apparent and need hardly be emphasized. 

Table I at the end of this section indicates the distribution 
of sales of coal to the various available markets from the year 
1915 to the year 1936. A reference to this table is important 
as showing, first, the various markets now available for this 
important product, and secondly, the record of sales year by 
year to these markets. 

As shown in a previous chapter, Alberta has very large 
reserves of natural gas and this commodity is in active competi- 
tion with coal for domestic purposes, but there has been very 
little variation throughout the years in the quantity of coal 
used by the people of the Province. 

The development of large scale stripping operations near 
Estevan, in the Province of Saskatchewan, where low cost pro- 
duction has been obtained, resulted in strong competition for 
Alberta coal not only in Saskatchewan but also in Manitoba 
and largely accounts for the decrease in the sales in the former 
Province since 1928. The development in Saskatchewan has in- 
creased from 450,000 tons in 1924 to over 1,000,000 tons in 1937. 

The use, by the Province of Saskatchewan, of coals taken 
from mines operating within the Province for relief recipients 
has largely contributed to the loss of sales for Alberta coals. 

It will be observed also that the peak year for sales in 
the Province of Manitoba was in 1927 when 612,542 tons were 
sold. Since that date sales have declined to the low point of 
391,132 tons in 1934. Several factors have contributed to this 
result. Manitoba is a highly competitive market; Alberta coal 
meeting the competition not only of Saskatchewan coal but also 
coal from the United States. During the years of depression sub- 
stitute fuels have been used to a considerable extent and in ad- 
dition centralized heating has been developed to a substantial 
degree in the city of Winnipeg. 

The statement of sales in the United States warrants par- 
ticular attention. It will be observed that in 1920 the sales 
amounted to 152,610 tons, having steadily increased from 1915. 
From that date the sales have steadily decreased reaching a low 
point of 13,739 tons in 1934. 

Efforts have been made to develop a market in the cities of 
Spokane and Seattle, and in Northern Montana and North Dakota, 
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as the mines in the Crows Nest Pass are admirably located to 

supply these markets. The United States tariff is, of course, a 

partial handicap but this tariff only applies to certain types of 

coal and it is, therefore, not the principal handicap. Competi- 

tion is met from mines in the State of Washington as well as 

mines of eastern United States. The principal handicap lies in 

the fact that the Inter-State Commerce Commission, a bod; 

which regulates freight traffic in the United States, has very 

wide discretion in establishing rates. It has the power to fix 

rates with a view to developing markets for particular com- 

modities. As soon, therefore, as Alberta coal began to enter 

the United States markets to any considerable extent, freight 

rates on American coal were reduced to meet this competition. 

The present failure to enter the American market to any large 

extent is now, therefore, almost entirely a problem of freight 

rates. The wide discretionary powers given to the Inter-State 

Commerce Commission are in striking contrast to the powers of 

the Board of Railway Commissioners in Canada, and the prompt 

measures taken by the American Commission to preserve the 

market for American coal contrasted equally sharply with the 

attitude which the Board of Railway Commissioners found 

themselves obliged to take with respect to rates on Alberta coal 

in the hearings referred to later. 

A further reference to Table I shows that the railways are 

the largest consumers of Alberta coal. As a result of negotia- 

tions with the two transcontinental railways, Alberta coal is now 

being used on the Canadian Pacific Railway lines as far east as 

Ignace, Ontario, and as far west as Revelstoke, B.C., and by the 

Canadian National Railways as far east as Redditt, Ontario, 

and to a small extent as far west as Spences Bridge, B.C. The 

Canadian Pacific Railway uses considerable coal from Fernie, 

B.C., on its prairie and British Columbia division and the Can- 

adian National Railway uses oil burners extensively on its moun- 

tain division west of Edmonton. 

The number of mines in operation within the Province is 

more than necessary to meet immediate demands and this condi- 

tion is the result of divided authority during the years when 

the resources were administered by the Federal Government. 

There was no restriction whatever upon the sale or leasing of 

coal rights, with the result that many operating concerns acquired 

rights and proceeded to develop them. A large amount of 

capital was invested, and the situation soon developed that there 

were not available markets for the entire output of all the mines, 

with the result that many were obliged to operate part time only 
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and difficult questions have been raised for the Provincial Gov- 

ernment with respect to hours of labour, minimum wages and 

protection of wages. Shortly before the transfer of the natural 

resources, the Province was able to persuade the departmental 

officials at Ottawa that no further sales or leases should be 

granted without the permission of the Alberta Government, but 

this arrangement came too late. 

The Alberta coal industry is suffering from economic con- 

ditions which are due partly to the geographical situation of the 

Province, and partly to the fact that the near market for the 

product of this primary industry is so restricted. What the 

coal industry needs is wider markets, and these can be made 

fully available and secured only through the assistance of the 

Dominion Government. 

This revelation furnishes the one conclusion that, pending a 

fair and reasonable adjustment of this situation, Alberta, holding 

the bulk of Canada’s coal reserves, must continue to be inactive 

regarding their development while Eastern Canada continues to 

be supplied with its requirements from foreign countries. 

In the effort to widen the markets for Alberta coal, a great 

deal of attention has been directed to the Province of Ontario. 

It will be observed that the first sales to that Province were 

made in 1918, and since that year sales have been made to a 

greater or less extent, the peak year being 1926 when 74,559 tons 

were sold. Some years ago, due to an almost complete tie-up 

in United States coal-fields on account of strikes and the conse- 

quent difficulty of obtaining adequate supplies of coal in what 

was then known as the “Acute Fuel Area” (i.e. Ontario), several 

large shipments of Alberta coal went forward to that Province to 

assist in relieving distress. These shipments were all sold before 
arrival and the use of the coal had the effect of demonstrating to 

the people of that Province that dependence upon a foreign fuel 

supply was unnecessary. Since that time efforts have continued 

in an endeavour to secure a freight rate which would make it 
possible to move coal in volume to Ontario. The Government of 

Alberta has met with very little success in their attempts to 

secure co-operation from the Province of Ontario, and it is hoped 

that another tie-up of foreign coal-fields from which the present 

supplies are obtained will not be necessary to bring Eastern 

Canada to a realization of the benefits to be derived from the 

utilization of Alberta coals. 

As a result of long negotiations, the Alberta Government 

and coal operators were successful in getting the Dominion 

Government, by Order in Council in 1926, to direct the Board of 
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Railway Commissioners to investigate the cost of movement of 

Alberta coal eastward. While the majority report of the Board 

found the “out-of-pocket” costs to be $7.22 per ton, Commis- 

sioner Oliver placed it at only $6.50 per ton, and a rate was fixed 

at $6.75 per ton on the understanding that the Board would 

advise the Government at the end of each season’s movements 

as to what in their opinion was a fair amount to be paid to the 

railways, over and above the $6.75; the Dominion agreeing to pay 

the extra amount. 

The movement under this arrangement was effective for 

three years. No close check, however, was kept by the Board 

of Railway Commissioners and apparently little information of 

value resulted from this experiment. In 1932 a further investi- 

gation was held by the Board of Railway Commissioners with 

the result that the Board reported to the Government that the 

total out-of-pocket cost of moving coal from Alberta to North 

Bay was $6.15 and to Toronto $6.88. This was much in excess of 

the fieure of $5.00 per ton which the Province had hoped to ob- 
tain. The next step was to endeavour to secure, either by volun- 

tary act of the railways, or bv subvention from the Dominion Gov- 

ernment, a rate which would move Alberta coal in volume, and 
finally after many conferences the railways agreed to accept a 
rate of $800 per ton which they claimed was the lowest rate 
which would protect them against loss in spite of the findine of 
the Board of Railway Commissioners who had quoted a max- 
imum rate of $7.22 per ton. After further consultations with 
the Dominion Government an arrangement was finally com- 
pleted, whereby that Government would pav a subvention of 
$2.50 per ton leaving a rate of $5.50 per ton to be borne bv the 
commodity. This arrangement has since continued but onlv as 
a yearly arrangement. The assistance is limited to localities 
where the existing rail rates amount to $8.00 per net ton or in 
excess thereof, and it is contended by the Alberta Government, 
that on domestic coal shipments travelling to points in Ontario 
where the normal freight rate is less than $8.00 per ton that the 
Same subvention as applies on industrial coal should be granted. 

The difficulties of shippers of Alberta coals are greatlv 
accentuated through lack of permanency of the subvention and it 
is impossible to persuade Ontario dealers to sever their connec- 
tions with American coal producers or to make the necessary 
provision for handling Alberta coal in quantity, particularly as 
this coal requires somewhat different handling than American 
coal. The incentive for extensive advertising or sales propa- 
ganda, in order that a large volume of coal might move to Ontario 
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under this arrangement, depends to a very great extent on 

making permanent the subvention. 

The Alberta Government is firmly of the opinion that a 
rate of $8.00 is excessive. It believes that th’s rate includes 

many items of cost which must be borne by the railway com- 

panies in any event. The evidence of Sir Henry Thornton, then 

President of the Canadian National Railways, before the Special 

Committee on the Fuel Supply of Canada in 1923 has often 
been quoted: 

“I can give you, and prove, any transportation costs you 

want at any time for any purpose, and so can anyone else. It 

all depends upon how you look at it.’’() 

While admitting that such an argument cannot be pressed 
too far, it is suegested that it can be applied to two or three 
articles of special importance from the national viewpoint, and 

that no hardship would result to the railway companies if a 

statutory rate were made effective, which, after deducting the 

amount of the Dominion subvention, would leave the rate to be 

horne bv the commodity at not more than $5.00 ner ton. As 

an alternative, it is sursested that the Board of Railwav Commis- 

sioners should be empowered to fix a rate with the same dis- 

cretionary powers as are vested in the Inter-State Commerce 

Commission of the United States, that is, to fix a rate having 

the purpose in mind of assisting Alberta coal to find a market 
in central Canada. 

While appreciating the subvention paid by the Dominion 

Government, it is nevertheless submitted that Alberta has not 

as yet, received comnarative treatment to that accorded the 

Maritime Provinces following the report of the Commission pre- 

sided over by Sir Andrew Duncan in 1928. One of the recom- 

mendations of that Commission was that assistance should be 
siven sufficient to enable Nova Scotia coal to be sold in the 

Central Provinces. That assistance was eventually secured. 

The following statement shows the amount expended by the 
Dominion Government under that subvention: 

Net tons of NS. coal Amount of 
Wear moved under Assistance 

subvention paid 

O22 Be re ket nae Cato waste 113,905 $ 65,609 
LO? ONE vcenteh hein sete esse 394,276 295,270 
INS FLOW cetienee doeet ec ce See reenter 372,029 214,720 
UES WIS Soon aes, Sei Sree RBS he Nee 401,597 BAD MShTl 
932, tte sel cates aes ac tcc 703,691 538,110 
LOS See neers or ae oe 1,480,476 1,476,951 
TG B54 acabencassepbaee vont dengbenoaee 1,814,460 1,720,943 

(1) Report of Special Committee on the Fuel Supply of Canada, Ottawa, 1923, 
page 52. 
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The total Federal subvention on coal for 1933 and 1934 was 

as follows: 
[933° ciscctesscaraopeatsomstaatenseee omneone teen ames ete! $1,923,500 

Ao Sy: ee ee a sr tr oncsartn Oe: 2,261,000 

Of this the Maritimes received: 
dagewelss bbesdedsace devote Reine Patera enenatee tare $1,478,000 

iC) Seen eee eee ES ee 1,729,000 

In the same years Alberta only received as follows: 
1933 hu citseeacsencsaciemasgsieaiteece bine naiemene anee $272,300 
Ty meer ee ET) ee ok be 346,000 

Alberta does not begrudge to the Province of Nova Scotia 

the assistance it received in finding markets for one of its great 

natural resources. It is clear, however, that Alberta has not 

received anything like the same assistance, notwithstanding the 

fact that its coal resources are larger, and the need for develop- 

ing the coal industry in this Province is as great. 

The coal industry of the Province employs approximately 

10,000 miners. It is also estimated that on the basis of an 

annual production of 7 million tons, the industry would pay to 

miners approximately 14 million dollars; to farmers over 2 

million dollars; to manufacturers over 3 million dollars and to 

grocers nearly 2 million dollars. One of the anomalies of the 

present situation is that in central Canada a large volume of coal 

estimated at over 400,000 tons is being distributed by way of 

relief. As this coal is purchased in the United States, Canada 

is creating remunerative employment for American miners for 

the purpose of giving relief to the unemployed in Canada. At the 
same time the volume of production in Alberta is not sufficiently 

large to keep employed those who have made mining their voca- 

tion in life, and large sums have been spent by the Dominion and 

the Province to furnish temporary relief to the miners in some 

of the mining districts of this Province. It would seem that 

the money thus spent could be turned to better purpose if dir- 

ected towards increasing the volume of production of Alberta 
coal, by assisting to a larger extent the movement of coal from 

this Province, to the large consuming market in Ontario. 

It is obviously absurd that there should exist in Alberta 

latent coal resources and idle miners, when so many people 

throughout the Dominion are in need, and it is submitted that a 

study of the relations between the Dominion and Provincial 

Governments involves more than consideration of the financial 
relationships between such Governments. It surely involves a 
consideration of policies which may contribute to the growth 
and development of any industry which has such potential 
capacity for production as the coal industry in Alberta. In 
asking that this industry be assisted either by a statutory rate, 
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which would facilitate the marketing of the product, or the 
increase in the subvention from the Dominion Government, the 
Province does not necessarily base its request upon the interest 
of the Province alone. It submits that important national con- 
Siderations are involved. One is found in the increased purchas- 
ing power that would result and from which the central provinces 
would undoubtedly benefit in view of the fact that the greater 
part of Alberta’s purchases are made in the central provinces. 
In particular, this is bound up with the obvious economic ad- 
vantages which would accrue from the development of industries 
in an area with such an abundant supply of power. The other 
consideration is found in the greater security that would result 
to the fuel supply of the Dominion as a whole. A famous dictum 
of Adam Smith’s is that “Security is more than opulence”. 
Central Canada has experienced two periods of acute fuel short- 
age due to the strikes in the United States, and may do so again. 
International events may also tend to imperil the fuel supply of 
Central Canada. Having in mind all these considerations, the 

Government considers it vital that particular attention be dir- 

ected to the problem of increasing the coal production of the 

Province. 

SECTION |I—PETROLEUM 

The history of Alberta’s oil industry began as early as 

the year 1878, when Dr. G. M. Dawson of the Dominion Govern- 

ment Geological Survey reported on oil occurrences found by him 

in the Athabasca District. Later Dr. Beil of the Department of 

the Interior made reference to bituminous (tar) sand deposits 

in the Athabasca District, which he thought to have been caused 

by a seepage from petroleum reserves, perhaps unparalleled any- 

where in the world. Different theories have been advanced as 

to the origin and cause of these deposits. It is possible that the 

interest they have aroused has had considerable influence 

in stimulating the explorations for oil which have taken place in 

this Province over a period of many years. 

It was not until 1885 that drilling resulted in the discovery 

of dry gas in the vicinity of Medicine Hat, and in 1890 the first 
productive gas well was drilled in that area by the Canadian 

Pacific Railway Company. It is interesting to note also that in 

1896, on the recommendation of its geologists, the Dominion 

Government drilled a well at Athabasca Landing not far from 

the location of the tar sand deposits. Other drilling took place 

in the same vicinity in subsequent years but without success. 

In the south, the Bow Island gas field was first developed in 1900. 
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The first discovery of oil in Alberta, however, to attract 

general attention took place in 1913, when the Calgary Petroleum 

Products, Limited, encountered a light straw coloured oil in their 

No. 1 well in Turner Valley at a depth of 1,557 feet. The oil, 

which was accompanied by a considerable flow of gas, was so 

volatile that it could be used in internal combustion motors with- 

out refining. 

The oil boom of 1913 and 1914 was started following these 

discoveries, only to be abruptly halted by the commencement of 

the World War. During the war the only discovery of particular 

note was the proving of the commercial dry gas field at Viking 

about eighty miles south-east of Edmonton, from which the gas 

requirements of Edmonton and adjacent towns have been sup- 

plied since that date. 

In the Turner Valley, the gas obtained from horizons in the 

formations above the limestone in the wells, Nos. 1, 2 and 3, 

owned by the Royalite Oil Company, was processed in an ab- 

sorption plant where a small volume of naphtha was recovered, 

and the gas repressured and piped to Calgary to augment the 

supply from Bow Island which was dwindling at an alarming 

rate. 

The next important development was the bringing into pro- 

duction of Royalite No. 4. This well passed through the hor- 

izons encountered in the other three wells, and down into the 

limestone where, at a depth of 3,740 feet, or 290 feet below the 

limestone contact, a tremendous volume of gas was encountered. 

An attempt was made to close in the well but as the casings were 

not anchored down sufficiently, the whole casing head was lifted, 

breaking off the pipe in the well and allowing the gas to flow 

wild. A few days afterwards this gas caught fire and later was 

extinguished with considerable difficulty, and the well sub- 

sequently placed under partial control. Hastily constructed 

separators were erected through which the gas was passed, and 

a very considerable recovery of white crude naphtha obtained. 

These separators were later replaced with more efficient equip- 

ment and it was found that the well was producing approximately 

600 barrels per day, of a product which could be used without 

refining in automobiles. 

During the life of this well, which was slightly over six 
years, a total production of 911,313 barrels of naphtha was 
obtained, which had a value of over $3,000,000. The well 
was brought into production in October, 1924, and within a 
short time a new Turner Valley boom was in progress with wells 
being started to the north and south. The McLeod No. 1 on 
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the south, Illinois-Alberta on the west, coming into production 
with good flows, increased the interest, and while many wells were 
drilled as close to producers as possible, an occasional operator 
ventured farther and farther afield. Home No. 1, about four 
miles south, opened a second area; Mercury No. 1, a third, and 
Merland a fourth. 

All of these wells were located so as to reach the producing 
horizons at as shallow a depth as possible and were, therefore, 
drilled within the naphtha and gas producing area. 

The peak of production was reached in December, 1930, 
when it reached 5,300 barrels per day of naphtha with approxim- 
ately 530 million cubic feet of gas. All wells were operated at 
maximum capacity, and the naphtha content of the gas was 
dropping at a very rapid rate. By June, 1931, although the gas 
flow had reached 580 million, the naphtha production had 
dropped to 4,200 barrels per day, and by September, 1932, to 
around 2,000 barrels per day. At this time the Royalite No. 1 
plant was erected for the recovery of products which passed 
through the ordinary field separators, and later the Gas and 
Oil Products Plant, the Royalite No. 2 Plant and the British 
American Plant were built. 

Due to the falling off in production, drilling was to a great 
extent discontinued during this period, and very little interest 
was taken in the field. It was found, however, that two of the 
wells, Model No. 1 and Advance No. 5A, drilled on the western 
edge of the then known field, were producing a much heavier 
oil than when first drilled in, and in larger quantity, which led to 
tue belief amongst those closely following the field, that there 
were possibilities of encountering crude oil farther down the 
flank. 

On June 16th, 1936, the Turner Valley Royalties well, which 
encountered the limestone at a greater depth than the other 

wells, came into production with a large flow of light crude oil, 
the initial production being 850 barrels per day which, as a result 
of acidization, was increased to 900, and later to over 1,200 bar- 

rels. The bringing in of this well proved without doubt the exist- 

ence of oil on the west flank, and within a short time several 

other wells were being drilled for this oil, until at the present 
time there is a potential production of crude oil of over 40,000 

barrels per day. Approximately 30 additional wells are now being 
drilled. 

The annual production of petroleum from 1921 to 1937 with 

the value of same is set out in Table [IX of Chapter II. The note- 

worthy feature of this table is the very large increase from 
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1,320,442 barrels in 1936, valued at $3,019,930, to 2,796,908 

barrels in 1937, valued at $4,913,960, an increase of nearly 

one and one-half million barrels. These figures, however, do not 

indicate the complete development in that period. The 1936 

total represents production of the entire capacity of the wells. 
In 1937 the production increased so rapidly that the pipe line . 

transportation was unable to take care of it. Another factor 
was the restricted markets due to the commitments that had 

been previously made in the United States for supplies to take 

care of the logical markets for Turner Valley production, with 

the result that the pipe line companies had to bring into effect 

a scheme of proration. On September 10th wells were prorated 

to 65% of their capacity. On November 1st this proration was 

reduced to 45%, and on November 15th to 35%, which was raised 

on the 15th January, 1938, to 42%, the increase being made 

possible by the shipment of oil to the Imperial Refinery at Regina, 

and the British American Refinery at Moose Jaw, and by an in- 

crease in the volume processed in Calgary which replaced. the 

supplies previously imported, as the commitments to purchase 

foreign oil lapsed, and by the laying of some additional pipe line. 

A further pipe line is now being built which will increase the 

transportation facilities very considerably. As a result of addi- 

tional large producers being brought in the present proration 

is based on 37% of the potential. 

The proration by the pipe line companies was based upon 

a test of the daily potential capacity of the crude wells, made by 

the Petroleum and Natural Gas Division of the Department of 

Lands and Mines, at the request of the pipe line companies and 

the producers. 

On the basis of the present potential capacity of the wells, 

which is approximately 40,000 barrels per day, the total annual 

capacity would be between 14 and 15 million barrels per year. 
These figures are subject to considerable fluctuation, due to the 
drop in potential of the wells, and to the number and potential 
of the new wells to be brought into production. The total 
quantity of oil consumed in Canada in 1935, was 34,183,184 
barrels, largely supplied by imports from the United States, 
Trinidad and South America, as well as the production from 
Alberta. From these figures the fact of interest is that over 
39% of the total consumption of Canada, based on 1935 figures 
is now represented by the present potential production of this 
Province. 

This abundant supply has already resulted in a very con- 
siderable reduction in the price of crude oil, which reduction 
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has, to some extent, been passed on to the consumers in the 

western Provinces. It is our contention that there should be a 

further reduction in price to the consumer, 

A very considerable amount of geological work has been 

done in the last two years, and it is expected that more prospect- 

ing of new structures will be carried on this year than for some 

time past, and with considerable hope of success. 

Prospect drilling is in progress or will be in operation in 

the Brazeau area, Wainwright, Lloydminster, Steveville, Taber, 

West of Lundbreck, Moose Dome, and probably in several areas 

in the foothills during this season. 

There is also considerable interest at the present time in 

the Pouce Coupe District, and diamond drilling testing is being 
carried on there at this time. 

With all this activity there will be undoubtedly a very great 

increase in the production during the coming season. 

Gas wastage in the Turner Valley has seriously depleted the 

gas reserves in Alberta, and this can be attributed solely to the 

restrictions imposed upon the Province at the time of the trans- 

fer of the natural resources to Provincial control, which has pre- 

vented the Alberta Government inaugurating any scheme of 

conservation. 

Up to the 1st October, 1930, the natural resources of Al- 

berta were under the direct administration of the Dominion of 

Canada, and the Provincial Government had no say in the dis- 

sipation of the mineral wealth lying within its borders. The 

Dominion Government sold or leased these minerals under regu- 

lations of their own, and while provision was made in the leases 

granted for supervision and control, the Dominion Government 
refused to impose restrictions or to apply conservation methods 

which would have curtailed the depletion of the gas reserves. 

A committee, representative of both Governments, invest- 

igated the situation in the year 1929 but came to no definite con- 

clusion as to the appropriate action to be taken, primarily be- 

cause of the imminent transfer of the natural resources to Pro- 

vincial control, and the d.fficulty of establishing dual regulations. 

The Provincial authorities of the Western Provinces met 

the Prime Minister of Canada and the members of his cabinet in 

the fall of 1929, when an agreement was made returning to Prov- 

incial control the lands that had been withheld from the Prov- 

ince at the time of the formation of Alberta. 

Section 2 of The Transfer Agreement reads:— ‘The Prov- 

ince will carry out in accordance with the terms thereof every 

contract to purchase or lease any Crown lands, mines or minerals 
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and every other arrangement whereby any person has become 

entitled to any interest therein as against the Crown, and fur- 

ther agrees not to affect or alter any term of any such contract 

to purchase, lease or other arrangement by legislation or other- 

wise, except either with the consent of all the parties thereto 

other than Canada or in so far as any legislation may apply 

generally to all similar agreements relating to lands, mines or 

minerals in the Province or to interests therein, irrespective of 

who may be the parties thereto.” 

This definitely tied the hands of the Province in exercising 

any conservation measures within Alberta, and, while there was 

some responsibility upon the representatives who had signed the 

agreement, it must be remembered that the control of the re- 

sources had been a very vexatious question from the formation 

of the Province. 

Consistently, since the resources have been under the con- 

trol of the Provincial Government, attempts have been made to 

effect conservation, but Alberta has always been confronted with 

the terms of The Transfer Agreement and its limitation of power 

granted the Province, which restrictions have been upheld by a 

judgment of the Supreme Court of Canada. 

It was only of recent date that the Dominion agreed to 

modify the terms of The Transfer Agreement so as to enable the 

Province to carry out proper conservation measures. But until 

appropriate legislation has been enacted by the Parliament of 

Canada, the Province is still unable to prevent the enormous 

wastage of the gas reserves of Alberta. 

The principal problem confronting the petroleum industry is 

the same as that experienced by the coal industry, namely, re- 

stricted markets, and as a result of representations made by the 

crude oil producers recently, the Government of Canada directed 

the Dominion Tariff Board to hold an inquiry into the various 

conditions surrounding the petroleum industry, which is now 

being investigated. Evidence is being taken as to consumption 

of petroleum products in Western Canada, sources of supply, 

present refining facilities in the West, programmes for increasing 

such facilities, transportation costs and comparative costs of 

laying down imported and Turner Valley oil at different points. 
In view of the importance of petroleum production, not only to 
Canada but to the Empire, it is hoped that the Tariff Board may 
be able to devise ways and means of greatly extending the mar- 
kets for this product. In any event the Province demands that 
the Dominion Government prevent the full development of this 
industry being thwarted because of the geographical position of 
this Province in relation to the consuming population of Canada. 
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SECTION Tl -=-EDVE STOCK 

Alberta is noted for the quality of its cattle. Years ago it 

was recognized that even in the semi-arid districts, cattle thrived 

on the prairie grass. There is now a large cattle ranching 

industry which produces animals of high quality of the breeding 

type and conformation, which, when finished, compete favourably 

with the best cattle offered on the American and English markets. 

A large cattle feeding industry has developed during the past ten 

years centred around Lethbridge, High River, Calgary, Olds, 

Innisfail, Red Deer, Lacombe, Wetaskiw:n and Edmonton. Many 

of the choicest cattle from the ranches of Southern Alberta are 

being finished around these centres. The number of finished 

cattle for about six months of each year is always too great to 

be absorbed by the Canadian market and this, combined with the 

fact that finished cattle are reaching the market from all other 

provinces of Canada in large numbers during the same season, 

makes it imperative that an outlet be secured either in the United 

States or Great Britain. 

The importance of the live stock industry in the economic 

life of Alberta is indicated by reference to Tables IV and V in 

Chapter II. For example, in the year 1936, there were exported 

from Alberta approximately 33,624 horses and 317,054 cattle, 

while 1,039,466 hogs and 246,756 sheep were marketed. In 

addition, it is estimated that in 1936, the animals slaughtered in 

Alberta packing plants numbered as follows: 

| Local 
Number | Consumption | Export 

Cattle and Calves— : 
Beef and Veal ......... 157.372 35,705,258 lbs. | 15,000,000 lbs. 

Swine— 
POLK Pence 619,466 _ 49,141,1571bs. 40,000,000 lbs. 

Sheep and Lambs ...... 98,533 2,888,134 lbs. 1,200,000 lbs. 

During the years 1930 to 1936 the value of animals slaugh- 
tered and sold constituted from 15 to 20 per cent of the total 
value of agricultural production in the Province. 

Canadian cattle exports to the United States are hampered 

by two restrictions, namely, a duty of two cents per pound and a 
quota of approximately 150,000 head per year. These restrictions 
are sufficient to prevent profitable marketing in that country. 
This quota is equivalent to less than one per cent of the total num- 
ber of cattle marketed annually in the United States. If it were 
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possible for the Government of Canada to complete a trade 

agreement with the United States whereby the tariff would be 

eliminated and the quota lifted, it would be a source of great 

encouragement to the beef cattle industry in the Province of 

Alberta. There is no doubt that the United States is the logical 

market for surplus Alberta cattle. On the few occasions when 

the market has been favourable, there have been heavy ship- 

ments of cattle from different parts of Canada sufficient to 

cause a glut on the St. Paul and Chicago markets with a conse- 

quent break in the price. This, very naturally, is resented by 

American cattle producers and should be avoided in the future 

by some plan of controlled shipments from Canadian points. It 

is contended that the entry of Canadian cattle into the United 

States should be accompanied by full recognition of the right of 

the United States to enjoy a comparable share of the Canadian 
market for some of the surplus manufactured products of that 
country. 

The market for cattle in Great Britain has seldom been a 

profitable one for Canadian producers. The charges on live 

cattle between Alberta and Great Britain are heavy in compari- 

son with the value of the animals. It would appear that some- 

thing will have to be done to reduce these shipping charges be- 

fore any worthwhile movement to that market may be expected. 

Alberta finished cattle are in demand on the British markets 

either for immediate slaughter or for purchase by the British 

farmer for short-period feeding. If the shipping charges could 

be reduced by approximately one-third, there would be a prospect 

of the Canadian market being materially relieved by the develop- 

ment of a remunerative export trade. 

For some years the cattle industry in Alberta has not been 

in a flourishing condition as the market price does not provide 

a margin of profit. Production costs have also increased. It 

is vigorously urged by the Government of Alberta that definite 

action should be taken by the Government of Canada to remove 

the handicaps under which the industry is suffering at the pres- 

ent time. The price of finished steers over 1,050 pounds at 

Toronto fell almost steadily for four years and, in 1933, averaged 

$4.63 per cwt.—less than one-half the comparable price for 1929. 

The low point was reached in February, 1953, when this grade 

sold at $3.60 per cwt. in Toronto. Prices to Western farmers 

and for lower grade animals actually reached such a level that, 

in many instances, they were insufficient to pay freight and 

stockyard charges. The price of finished steers over 1,050 

pounds at Calgary fell to $2.25 per cwt. in September, October 

and November, 1933. At the present time, cattle producers in 
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Alberta are discouraged as feeder cattle sold in the fall of 1937 

at around five cents per pound whereas the price of good cattle 

is now around four cents per pound. This means that farmers 

now feeding cattle are faced with heavy losses. This situation 

cannot continue. Hither the Canadian cattle industry must 

secure an assured and profitable outlet for the annual surplus 

or wholesale liquidation of long established superior herds will 

ensue, with the consequent irretrievable loss to our agricultural 

revenue. 

Hog production has developed steadily during the past sev- 

eral years to a point where approximately one million hogs per 

year are being produced. This is the second largest production 

of the provinces in Canada. In keeping with the increase in 

numbers produced, the quality has also very materially improved. 

Approximately 60 per cent of the animals marketed at public 

stockyards and abbatoirs are now graded in the bacon or select 

classes. This quality is in demand in Great Britain where there 

is a very wide market for Canadian hams and bacon. Substan- 

tial quantities of Alberta pork products have been shipped to 

Great Britain during recent years. Immediately after the Ot- 

tawa Trade Agreement with the United Kingdom was signed in 

1932, the hog raisers of Alberta became optimistic of the future, 

feeling as they did that the large quota granted to Canada by 

Great Britain would ensure a profitable market during the life of 

the agreement. There have been heavy breaks in the Canadian 

market for live hogs since that time, without apparent compar- 

able breaks in the market for hams and bacon in Great Britain, a 

phenomenon which is as unsatisfactory as it is questionable. 

This resulted in discouraging hog producers from developing the 

industry to the greatest possible extent. Steps should be taken 

to provide a steady, uniform market throughout the year and 

thus restore the confidence of our farmers. 

The sheep industry in Alberta has had a steady and gradual 

development since the Province was first settled. Sheep ranch- 

ing in Southern Alberta has reached substantial proportions, the 

recent dry seasons not having affected it so adversely as they 

have the cattle industry. Large numbers of small farm flocks are 

maintained throughout the central part of the Province, many 

of these being pure-bred flocks from which breeding stock is 

distributed from time to time. Within the past few years a 

fairly extensive lamb feeding enterprise has developed, prin- 

cipally in the irrigated districts and in the heavier crop produc- 

ing districts of the Province. In addition to this, large numbers 

of range lambs from Southern Alberta find their way to Eastern 



LIVE STOCK 231 

Provinces for finishing during the fall months. Sheep raising 

will probably become a major industry in the West sooner or 

later and it should be given every possible encouragement. 

The market for lamb and mutton is almost entirely a domes- 

tic market as Canada rarely produces a surplus of sheep. It is 

considered that Canada cannot compete in the world’s markets 

with mutton from New Zealand and Australia as, in both those 

countries, the main objective in sheep production is wool, meat 

being a by-product, and furthermore, the climate is more favour- 

able than in Canada for raising sheep. It is not surprising, there- 

fore, that sheep raisers view with alarm the reduction in the duties 

on lamb and mutton from New Zealand and Australia from three 

cents per pound to one-half cent per pound, which was announced 

at Ottawa on September 29th, 1937, and came into effect October 

ist, 1937. The mere announcement resulted in a drop in the 

Canadian price, and it is expected that when New Zealand and 

Australian lamb and mutton reach the Canadian market in the 

spring and summer there will be a further drop in prices. This 

arrangement was made by the Government of Canada without 

even giving the sheep raisers an opportunity to present their 

case to the Tariff Board. It is understood that certain Cana- 

dian manufacturing interests will benefit by being able to con- 

tinue to enjoy the advantages of the markets in New Zealand and 

Australia. Here we have another instance of the protective tar- 

iff being used mainly to give preference to the central provinces 

at the expense of Western agriculture. Surely our farmers are 

entitled to better treatment especially after having suffered so 

severely during the last decade. The policy of assisting second- 

ary producers at the expense of primary producers goes steadily 

on and adds to the general discontent in the West. 

The live stock industry was investigated to a certain extent 

by the Price Spreads Commission, appointed by the House of 

Commons in 1934, and a close perusal of the Report of this Com- 

mission will reveal that the marketing of live stock constitutes a 

major problem. The Government of Alberta endorses generally 

the Report of this Commission and wishes to emphasize the 

necessity of Government regulation of the marketing of live 

stock. There are many reasons in favour of Government super- 

vision, one being that the large packing plants admittedly look 

after their own interests instead of the farmers, as is clearly 

indicated by the answer of Mr. J. S. McLean, President of Can- 

ada Packers, Ltd., to a question asked him by the Chairman of 

the Price Spreads Commission on June ist, 1934.0) This was 

the question put: 

(1) See pp. 2537 and 2538, Vol. 2, Proceedings Price Spreads Commission. 
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“You know that there is a surplus of beef in this coun- 

try; you know the farmer is getting a very low price for his 
beef. I am asking you if you think it is sound Canadian 
business to encourage the bringing in of frozen beef from 
other countries who happen for the moment to be able to 
sell it cheaper than we can, into this country and deny the 
Canadian farmer the chance to supply the market?” 

To this question, Mr. McLean answered: 

“T do not think it is my duty to protect the Canadian 
farmer; if he needs protection it is yours.” 

Some of the findings of the Price Spreads Commission are 

summarized as follows: 

1. The primary producer has borne the brunt of the de- 

pression, and not only that, but he was the first and the greatest 

sufferer. He too often has taken what little was left after other 

interests have secured their share of the consumer’s dollar. 

2. The primary producer, including the live stock producer, 

in many cases, has been the victim of vicious exploitation. 

3. During the depression, the live stock industry has suf- 

fered particularly through lack of profitable markets and the 

farmer producing live stock is more completely at the mercy of 

the buyers than farmers producing other farm commodities. 

This is whoily inexcusable. 

4. Farmers have little confidence in a system in which 

violent and sudden price fluctuations occur unexpectedly and 

without adequate explanation. 

5. The full lowering of prices was not carried through to 

the consumer so that consumption could be improved. The 

packer, the wholesaler and the retailer protected their margins 

on a falling market and since their costs and charges form a high 

proportion of wholesale and retail prices, this operated to pre- 

vent the commensurate decline of meat prices. 

6. Governmental endeavours in the interests of the Cana- 

dian farmer during the next few years should be directed to the 

rehabilitation of the live stock industry in all its stages. 

7. There has developed in Canada lack of competition in 

the sale of live stock due, firstly, to the elimination of the small 

packing company and the wholesale butcher; secondly, to the 

practice of selling to the wholesale butcher carcasses on the rail 

at cost price plus killing charges and thus removing the whole- 

sale butcher from competition on the public stockyards; and 

thirdly, the fact that the packing companies have very vigor- 
ously developed a system of direct shipment of live stock to the 
packing plant instead of to the stockyards, a business increased 
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by the use of trucks instead of rail to carry live stock to the 

market. 

Table I shows the monthly weighted average live prices for 

hogs on the Montreal, Winnipeg and Edmonton markets for the 

years 1930 to 1935, inclusive, and also the yearly average 

weighted hog prices for these points. 

(Wes) dee 

MontTnaLty WEIGHTED AVERAGE LiIvE Prices For Hocs. 

Montreal | Winnipeg | Edmonton 

1930 
AIREIAWOEHEAYE: cance anotlocaa cer cieeec tee cocoa eeora remnrod es $12.30 $10.73 $11.80 
FAL PO USUI Ee Vipera sectors tte cts saat Sisvasecessteanns 12.81 ial 7i3} HPN 
Rain Chl abierecsescee, es-onecime aera recee cere setive. 13.20 11.40 11.00 
JSG OTE Ee seccecenPinace hor ecace re aeniat coe nena once 12.90 11.45 10.55 
IW eNO Arte Ac pteee tie cosa teehee ee meMeear a athe cast 12°20 TLL AS) 10.65 
BT Ue ener ne aaa tee tear cet ue cares oes DISS 10.95 10.80 
AR UUINT .a.c cece cakaci denne enasece eacAcariine re Chae ener Cree E20) 10.52 10.44 
PRIBIERBISS 2c feesnoconee ceticecen cnet por ancqunosctee Sees 11.60 10.20 9°95 
S@plentber carecters ccoetetcocderinessceseesserees 11.05 10.80 10.30 
(OGG OEE: | aggaesecnaanenbooancureenOneea cea ue ILS) 10.25 10.20 
November 10.60 9.05 8.25 
December 10.25 8.75 8.30 

1931 
AIBUAIBIENANE  Shoonan -Cosscoosbe eoceenee ee onc ooccconnan 10.05 8.50 8.05 
TSC) OHI WAY cascnet wow ennenens | Reesnccecoonenenecete cee 8.85 7.30 6.55 
IMB Weel cndenenceachecinesrciie Jebeaeec cane cneeeecons 7.80 6.75 6.00 
J XGoyettll see cecesace con hbnocoed cebe anne OE PORE 8.25 7.05 6.60 
NATE rear ae n nen o.oo enc RO Ne Ree eee eer 8.30 HMO 6.65 
ARISE AYE) nce Sera OSRR OR coi oL Ne ORES CC EER 8.55 1iA0)5) 7.00 
RUittllivamereaeseters ce amasen mescessiton eraia weeyasswsevnes 8.65 6.90 6.95 
INUEVERU ESI eesharn oes thocoreccea Doane enee eee 7.05 5.75 5.20 
SiSTSTMSVT AN OVERS! “aha cccdersactnoodencoscguocadoeannessesvondoce: 6.25 4.90 4.25 
OCIODSERMe ee ee ee rte 5.50 4.50 4.30 
IN(ONAE1GG' CYSTS! 95 ce oonedconodeoaeececorper tate ACaCaEreee? 520) 4.00 ou 18) 
DESCEND CT eer n. ere lesrstons-coccenee sees ee cecteeet 4.95 3.60 3.25 

1932 
AIESSTOIEN ier seacoocebolodeedesenadancee nes sAecaoaropeancacne 5.10 3.80 BD 
TDS ONE (BIEW EAA. caporudencocne same eachote bate Sacee na rEENA 5.00 Selo 3.45 
INA eGR) aT,” Sask centnapennnnetncte ce Mcaeds en secuaencee 5.10 4.90 Row 
JANSSEN. cosceBeaceanceggneeeEeee Reece OOo ERE COREE 4.75 4.55 3.10 
INERT” nccchoncaanconcon eee eaten ener cers REC n tere tense 4.65 3.40 2.95 
RIUM Meese ceee enone cuven ccecesiuccueceenuamcumucerael 4.60 3.40 3.00 
GEUINY acacnocactecd anna rcchnoaRent cos terton co mOEroNcooSne 5.00 3.85 3.80 
PUSS Ue eres petreiteccestavecesesscenadessotensoares 5.20 4.20 3.59 
SED ESTO CIS ee esecteteeeeee rane sated eenamacstnres: 5.60 4.45 3.85 
OCW Eeit ence corer once ee 4.85 3.60 3.15 
ING ViGIIMO CT Meret etrcrcsrcescccteoessuneeseeectoae.t 4.10 2.95 2.50 
ADYerorersall ose’ snccrennccochoa eeceeeeeee na eeecomeecreec ores 4.00 2.85 2.45 

1933 
January 3.90 2.65 Dy h5) 
February 4.05 2.80 2.50 
INWLEDELClal” Satin te oacasaseaccceoceeasecoceccntcreecrern 5.45 4.35 4.20 
PANO Teil mercenaries seeneee Rent iaciee tensa coeenctet seis 5.80 4.75 4.25 
INIA «aca oe enhanc ane REpoeEER ee eae re aE 6.05 5.00 4.55 
ARORGUER a ccoee Mectrcn nen eohot cc anceeacesenecrcee ey 5.90 4.80 4.40 
Gili ameee teste featchestatecir: aitare svontspetarhisos% 0 6.35 5.20 4.85 
EAU SUIS Pee chit sinctee torte rasmnr eter cod cimeirs sa 6.50 5.30 5.10 
SEPteMUD Cis sont -cesonceteevaes cenedvacauaen vdienetoss ss 7.00 5.65 5.50 
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TABLE I.—(Continued) 

Montreal | Winnipeg | Edmonton 

1933—Continued 
October” | ckecccihdcccesss eee eee $5.95 $4.95 $4.55 
NoVvembe? | cccccssssccacacsatsencesuedieeede eee 6.30 5.25 5.15 
December \.c.Geencaconnansiesee eee eens 6.55 O20 ne oo 

1934 | 
JANUALY® —scecvaccececsed eee acer eee eee 8.20 7.30 7.20 
Webru ary: 5.-tccke tees eee 9.60 8.40 8.30 
Marchi atc3cn ccc eee ee 9.25 8.00 7.50 
ATU coast casei: ante ee an 8.25 25 6.75 
May cleats eee ee 8.40 Tsu! 6.89 
Ab ha: Wenr ei ee PB EROS ean ertne 8.96 7.91 TAT 
ib hy danas PPPS Coren fate OR aos ce 9.03 7.60 7.39 
August: <0 ec Re. eee creas 8.40 6.86 6.96 
September: 242.2. ee eee 8.52 6.69 6.94 
October® Mes. ee oe eee ee 8.01 6.60 6.94 
November oe cerca eee 7.62 6.43 6.42 
December i. ixiccecse ee eee Talks 6.63 6.57 

1935 
JADUALY™ ) ccccceetsgee ect nah are ete eee 8.21 oles 7.03 
February is eee tote eee 8.26 713 6.89 
I ils ER ree Sey ae ee Aer 8.14 7.36 7 2 
DN Op ll Ry eat RR Sen Seca esek teen bs BARRE 2 8.58 1G S el 7.24 
Naty 28s.) ene a te eee eee 8.98 8.01 7.75 
A Fel See WS ee eee eee ee 9.56 8.615 4. 9: 838 
SULLY ot Seta ee ee 9.28 7.99 7.80 
AUISUSt. | (Soa Le eee ee 9.28 8.46 Tet 
Septembern eek ee ee 9.13 8.27 7.79 
October ee ees ee ren eee 8.93 7.86 7.69 
November 2.02). no oe eee 8.02 7.19 6.82 
December rem rse to. ene eae 8.13 7.38 7.00 

YEARLY WEIGHTED AVERAGE LiIvE Prices For Hocs. 

Montreal | Winnipeg | Edmonton 

1930. tc: ceva ee eee $11.95 $10.59 | $10.36 
UEC BLA desma eee eeeeey chee s eep eee rarer ewe oat 7.45 6.11 5.71 
VOS 2 Sees carter ccetetecn eect ec ce eee eee 4.83 Sol 4 sede 
1 OSB hore iadeter siete eeten lelceeye iat ee ee 5.81 468 | 4.40 
DOS A ee cect Nove eM eeswedicad teas eee ee ee 8.50 ae | lal 
LOS Ditek. <n Seen temereve tay cet ee ee 8.70 Wen) | 7.45 

A close examination of Table I will reveal that the lowest 

prices were obtained during the months of October, November 

or December, these being generally the heavy market months. 

Table II shows the spread between prices of steers, select 

hogs and lambs at Edmonton, Winnipeg, Montreal and Toronto, 

and sets forth the yearly average prices per cwt. of Canadian 

live stock on these markets for the years 1926 to 1935 (inclusive). 

Over this period of ten years it appears that the price of select 

hogs, steers and lambs averaged considerably lower at Edmonton 
than Toronto. Table II deals only with select hogs whereas 
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Table I covers all varieties. Table I clearly demonstrates the 

fluctuation in farmers’ incomes from hogs, and the difficulties 

under which the live stock industry operates, and also indicates 

that the Alberta producer receives less for his hogs than the 

producer in Manitoba and Eastern Canada. Table I also indi- 

cates that the difference in the Edmonton and Eastern average 

price on all varieties of hogs over a period of six years is even 

greater than the difference in the price of select hogs over the 

ten-year period, the percentage difference running from 15 to 

50 per cent. 

TABLE II. 

YEARLY AVERAGE PRICES PER Cwr. Or CANADIAN LivE Stock 
AT CERTAIN MARKETS 

(Data taken from the Canada Year Books) 

Toronto Montreal Winnipeg Edmonton 

1926— 

Steers, Heavy Finished ...... $ 7.61 Ss 2 $ 6.36 $ 6.10 
Weighed Off Cars Fed and Watered 

FLOSS OClCCISE eee ee eee 14.71 13.81 13220 13.34 
UAT Sym GOO Cmer nce esaes cae 13.05 11.85 10.85 10.41 

“1927— 

Steers, Heavy Finished ...... Seen $ 9.44 ofa 63 7 J18} 
Weighed Off Cars Fed and Watered 

FIO SSam SCLECES wre iamiisssuecocnes 11.05 11.18 10.08 10.68 
Marans GOO rt. sees AAS RSD 11.08 10.75 

1928— 

Steers, Heavy Finished ...... $10.80 $10.47 $ 9.79 $ 9.32 
Weighed Off Cars Fed and Watered 

IOS SO ClCCtSme een: 11.09 11.00 9.60 9.58 
GananO Sam GOO Caper reset ecre 13.10 11.92 11.81 11.15 

1929— 
Steers, Heavy Finished ...... $10.17 $10.62 $ 9.05 $ 8.71 

Weighed Off Cars Fed and Watered 
TIOSSMOCIEC Siete sn arate 12.86 IB 9(83 11.18 11.36 
Gata lose GOO ares. eee cas: 12.68 11.26 10.89 9.99 

1930— 
Steers, Good and Choice .... $ 8.97 $ 8.14 CERO $ 7.43 
loess Selects Wits. Aecotee enon 12.81 12.59 G22: 11.16 
Wann saeG OO mesrean ce cee. ae 9.50 8.57 8.28 7.95 

1931— 
Steers, Good and Choice .... $ 5.93 $ 5.93 $ 5.40 $ 4.97 
JelGySis,, SMEYGS) cn ceooceonoducconoadone 7.94 7.64 6.53 6.25 
aki San GOOG meee: ee. cate 8.03 7.02 6.49 DLO, 

1932— 

Steers, Good and Choice .... $ 5.23 $ 5.74 $ 4.82 $ 4.49 

ITO SSW S GLE CtSieer. a ceccaeare neon 5.19 5.21 4.32 3.87 

TADS GOOUE jattccsee tenses. 6.10 5.26 5.12 4.51 



236 LIVE STOCK 

TABLE II.—(Continued) 

Toronto Montreal Winnipeg Edmonton 

1933— 

Steers, Good and Choice .... $ 4.47 $ 4.50 $ 3.87 $ 3.68 
Hogs, Selects ese... ee 6.17 6.38 5.36 5.08 
Tam Sy GOOG meee 6.92 6.17 ay 4.12 

1934— 

Steers, Good and Choice .... $ 4.85 $5.14 $ 4.40 $ 3.83 
TOZS, . Selects) Sees 9.10 9.06 8.12 7.89 
Taamibs\ Good se ses eee Tele 6.22 5.38 4.68 

1935— 

Steers, Good and Choice ... $ 5.79 $ 6.19 $ 5.45 $ 5.12 
HOPS SClECts eee 9.46 9.41 8.25 8.11 
Lambs, (G00d 2.0..taghanencae 7.58 6.92 6.02 5.29 

Average, 1926-1935— 

Steers, Good and Choice .... $ 7.21 $ 7.68 $ 6.43 $ 6.07 
ELogs, Selects eee 10.04 9.90 8.79 8.73 
HamibsGoOod aes. ae ee 9.64 8.66 8.13 7.45 

Average, 1926-1935—Expressed as a percentage of the Toronto Price. 
Steers, Good and Choice .... 100 106.52 89.18 84.19 
HOgS) SClECisaeaee eee 100 98.60 87.55 86.95 
[Bam S G00 Cae ee eee 100 89.83 84.34 Minas 

Price Ranges— 

Steersis High 2 90 $10.80 $10.62 $ 9.79 $ 9.32 
TRO Wig sredersteces eee 4.47 4.50 3.87 3.68 

le key pe Mabey oe elcome wey Ae 14.71 13.81 13.23 13.34 
TEOW ee cee eee ee 5.19 SUPA | 4.32 3.87 

(aa Ss tS eee ee 13.10 11.92 11.81 5 ba is 
EO Wits. eee ee 6.10 5.26 DeLZ 4.12 

Would it not have been to the advantage of Canada to 
prevent prices dropping to the low points reached in 1932 and 
1933? The consumer would not be seriously affected if farmers 
received not less for hogs than their costs of production and a 
reasonable margin of profit; in fact, they would indirectly benefit 

through farmers having more money to pay for goods and 

services. Should it not be possible for the packers to keep prices 

at a certain minimum? This is a matter which should be fully 
investigated by the Government of Canada through the National 
Live Stock Board which is referred to later. Farmers in 
countries such as Denmark, New Zealand, England and the 
United States are supported in the matter of prices to a much 
greater extent than in Canada. The Government of Alberta 

therefore considers that the situation should be examined care- 
fully from all angles with a view to ascertaining whether or not 
a system can be put into effect whereby our live stock producers 
will receive proper consideration. Under the present method the 
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farmer does not know what the price of live stock will be from 

day to day and therefore cannot plan his live stock production as 

he would like. If he is assured of at least a price which would 

cover his costs he would have more incentive to build up this pro- 

duction in a systematic way and improve the quality of his live 

stock. At present, those who handle the farmer’s product after 

he parts with it are certain of recovering their costs and profits 
whereas the farmer has to be content with the balance remaining, 

in spite of the fact that he is the one who spends his time and 

money in the actual production. 

The Government of Alberta is of the opinion that the recom- 

mendations of the Price Spreads Commission should be imple- 

mented. These recommendations are as follows: 

(1) That all shipments of live stock should be made to the 

public market where reasonably possible, to give all buyers an 

opportunity of competing for them, and to prevent direct ship- 

ments being used as a club in the hands of the packers to break 

down prices on the public stock yards, and that direct shipments 

to packers’ yards be subject to the same rules of weighing, grad- 

ing, publication of prices, deliveries, sales competition and super- 

vision as shipments are in the public stock yards. 

(2) That in cases where producers desire to sell stock by 

auction on the public stock yards, they be enabled to do so, and 

that regulations be passed to this effect. 

(3) That careful attention must also be paid to the regula- 

tion of truckers’ activities. 

(4) That the system of sale of hogs by fixed differentials 

be discontinued with the exception of the premium on selects, 

and that each grade of hogs should be sold separately at what- 

ever price it will bring. 

(5) That cattle be graded and sold on grade. 

(6) That a Live Stock Board be established under appro- 

priate jurisdiction, the duties of the Board to include, among 

others, the following: 

(a) The prompt dissemination of information to producers 

and the trade generally, in respect to production, mar- 

keting, stocks, and prices, both export and domestic; 

(b) Administrative jurisdiction in matters connected with 

all phases of live stock marketing and in connection 

with disputes between producers, processors, etc.; 

(c) Licensing and supervision of truckers, dealers and ex- 

port packers; where necessary in co-operation with pro- 

vincial authorities; 
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(d) Adequate inspection of all marketing stages and action 

to correct abuse; 

(e) Co-operation with producers, processors and the trade 

generally, to ensure as far as possible a balance be- 

tween production and available markets; 

(f) To encourage the organization of producers of live stock 

for regular and orderly marketing; 

(g) Improvement of quality of all live stock; 

(h) The formation of a uniform policy on external market- 

ing, with a view not only to promoting new, but also 

retaining and developing, existing markets; 

(i) The stabilization of supplies, and the regulation of qual- 

ity to each particular market; 

(j) The utilization of all available means to secure fair re- 

turns to the primary producers of good stock; 

(k — In as much as the system at present in vogue in handling 

Canadian bacon on the British market operates prim- 

arily to the advantage of the packer, exporter and the 

distributor concerns, and in as much as there is insuf- 

ficient consideration given to the interest of the primary 

producer, the Board should, immediately on its appoint- 

ment, make a careful survey of the situation in the 

British market with a view to: 

(i) Ascertaining to what extent Canadian packers and 

the British Bacon Committee operate as a mutual 

body; and 

(ii) Revising the grading of export bacon so as to 

insure the highest possible price for Canadian 

“selects” and “bacon” hogs; and 

(iii) Securing such a system of distribution as will 

satisfactorily meet the requirements of the British 

trade, while at the same time insuring full and 

adequate protection to the producer of hogs in 

Canada. 

The findings of the Price Spreads Commission have, so far, 

not been acted upon by the Dominion of Canada to any notice- 

able extent, and the Western farmer has not secured practical 

assistance towards obtaining a more equitable price for his live 

stock, with the result that whereas the large packers have pros- 

pered greatly, the situation is serious as far as Western pro- 

ducers are concerned. The Live Stock Board, recommended by 

the Commission, has not yet been established. The Government 

of Alberta considers that such a Board should be functioning 
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continually and should be composed of men of the highest in- 

tegrity and ability. The objective of the Board should be to 

consider the interests of the live stock producers first, including 

the question of reducing marketing costs to a minimum, and all 
the difficulties surrounding the industry should be thoroughly 
analyzed and solved. The whole question develops into a na- 

tional problem affecting Eastern Canada as well as the West, 
and the Government of Alberta submits that immediate action 
is necessary. 

MEAT PACKING INDUSTRY 

This industry is so closely connected with the live stock 

industry that its operations and ramifications cannot be over- 

looked in discussing the latter, especially in the light of the 

Report of the Price Spreads Commission in 1935 to the effect 

that, during the depression, live stock producers suffered severe- 

ly whereas packing plants made substantial profits. The follow- 

ing are excerpts from the said report: 

“Summarizing, the packing industry in Canada, which is 
engaged in a public service of national importance, presents 
an illustration both of large-scale production and monopol- 
istic concentration. The two largest packing companies in 
the United States, Swift and Company, and Armour and 
Company, do not together account for as high a proportion 
of the packing business in that country as Canada Packers, 
Limited, alone accounts for in Canada. This dominating 
position of one company emphasizes the natural disparity in 
bargaining power between the packer and the primary pro- 
ducer and facilitates unfair competition in the distribution of 
packing house products by encouraging price discrimination 
and other uneconomic competitive practices. One further 
result of the present set-up of the industry is that during a 
trying period of economic readjustment the dominating 
packer has been able substantially to protect his profit mar- 
gin, while other branches of the industry, more especially 
the live stock producer, have had to bear a disproportionate 
share of the burden of depression.’ 

“Further reference will be made to the profits of these 
companies, but we should here consider the view expressed 
by the President of Canada Packers Limited, of the relations 
of the industry to producers and consumers. The witness 
summed up his estimate of the situation as follows: 

“<The total live stock is sold for the total sum, 
whatever it is; from that sum is deducted the 
packer’s expense and the packer’s profit and the 
farmer. gets the balance.’ 

The witness further admitted that the packer’s charges 
should be as low as possible and that his profit should be a 

(1) Pp. 59-60, Report of the Royal Commission on Price Spreads, April 9th, 1935. 



240 LIVE STOCK 

reasonable one. The statement quoted, if it means what it 

appears to, implies the occupancy by the processor of a privi- 
leged position where, in return for the performance of a 
necessary function, a return on the capital employed should 
be assured. It suggests, in fact, and evidence supports the 
suggestion, that many of the vital characteristics of mono- 
poly are present. We cannot, therefore, escape the con- 
clusion that the continued prosperity of Canada Packers 
Limited during the depression bears some relation to the 
enjoyment of relative freedom from competition. That the 
inadequacy of such competition has operated to the detri- 
ment of the primary producer seems evident. 

“The earnings of the five packing companies (Canada 
Packers, Swift Canadian Company, Burns & Co., Wilsil 
Limited, and Gainers Limited) reviewed in evidence represent 
for the years 1929 to 1933 an average return of but 3.3 
per cent per annum on the invested capital. In the years 
1931 and 1932 the group showed a loss due to large operating 
deficits of the Swift Canadian Company, Limited, and Burns 
& Co., Limited. The earnings of the group should, there- 
fore, be considered in conjunction with the profits of its 
largest member, Canada Packers, Limited. The following 
table shows the percentage of earnings on invested capital 
for each of the five years: 

Canada Packers 
Year All Five Companies 

192.9 Oe, ore creceeere wee ares een 9.9% 16.0% 
TOS OM Mk ee rere te ce eee 3.4 eo 
1:93 1 sess iy see ener ope ae 1.7 (Loss) 3.9 
O83 Din ent Mite farce ere a eee 2a GlaOss)} 6.3 
abo es emer yen Pewee. ay Weeks Ee ae 6.2 12.3 

ANOVAS Wir incct ee 3.3% 8.9% 

“The above earnings are based on the profits shown by 
the companies, adjusted in Canada Packers, Limited, for 
certain extraneous charges. The evidence, however, indi- 
cates that certain operating charges have been excessive and 
that the true profits of Canada Packers, Limited, are prob- 
ably greater than disclosed by the records. 

“Our investigators reported that for the five years ended 
29th March, 1934, provision for depreciation and repairs by 
Canada Packers, Limited, amounted to over $6,100,000, or 
nearly 52 per cent of the average depreciable value of the 
fixed assets. On the average depreciable value of approxim- 
ately $11,830,000 the annual charges were as follows: 

ete: Depreciation Total 

Year ended 27 March, 1930 . $ 612,158 $ 748,373 $1,360,531 
Year ended 26 March, 1931 465,483 766,950 1,232,433 
Year ended 31 March, 1932 463,839 777,821 1,241,660 
Year ended 30 March, 1933 350,165 748,997 1,099,162 
Year ended 29 March, 1934 446,874 753,629 1,200,503 

TOTAL. At eee $2,338,519 $3,795,770 $6,134,289 
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“The amount of these charges considered in relation to 
the depreciable value of $11,830,000 indicates the rapid rate 
at which the fixed assets are being written off. 

“Profits have also been affected by writing off against 
operations over $500,000 of the book value of investments. 
The market value of investments at 29th March, 1934, ex- 
ceeded their net book value by over $100,000. Realized 
profits of $191,000 on investment transactions have not been 
shown as profits, but carried foward as a reserve. New 
inventory reserves of $180,000 have been created out of 
earnings during the period. These and other items not 
satisfactorily explained lead us to the conclusion that the 
profits of Canada Packers, Limited, were considerably more 
than was shown. While the company’s conservatism may 
be sound business policy, we cannot overlook these facts in 
considering its relative position in the industry.” ) 

The following statement taken from the Financial Post of 

October 19th, 1936, and the Financial Post’s Survey of Corporate 

Securities, 1937, shows the net profits, dividends and surplus 

of Canada Packers, Limited, for the years 1929 to 1936 (in- 

clusive) and indicates clearly that the business of the company 

was quite prosperous at all stages of the depression. 

Year Earnings* Dividends Surplus 

OO greenies ee Roederer $1,503,298 $ 115,939 $2,598,444 
HOS Orme anes eats Sensis: cosets: 1,552,072 444,738 3,706,569 
SMES ME cate Rota Peccnstcaracteoe teeter rectre 838,112 435,395 4,111,638 
i) 3D NO Serr ten eine ca ccten acs 450,303 422,319 4,073,622 
TS 8 5. «nae dracemeeennse dont MORsaoee eee cee 607,672 422,254 4,259,040 
OS Atgeee eee eee Fe Y on enrre bes ie 1,429,670 1,055,672 4,633,038 
IMG SIS) asceaeer oneccee accept ice coace eee eerrere 1,318,663 PAPAS 5,379,414 
IDEAS. decode ca-esins cpt ntaianh ahem ate ot 1,288,011 916,701 5,177,174 

* After all expenses, bond interest, income tax provision for 
additional amounts for prior years, and depreciation. 

current year and 

It should be pointed out that, in addition to profits and re- 

serves, the company had up to March 26th, 1936, written off 

$8,321,144 for depreciation and had an appraisals surplus of 

$5,672,940. It is felt that even these figures do not give the 

true picture especially in the light of the report of the Price 

Spreads Commission on the difficulty in obtaining facts sur- 

rounding the activities of the company and its subsidiaries. 

The position of the Canadian farmer is well summed up in 

the foregoing statement of the President of Canada Packers, 

Limited, to the effect that the producer gets whatever is left over 

after the packer takes out his expenses and profits. It is ad- 

mitted that packers are in business to make profits and that 

(1) Report of the Royal Commission on Price Spreads, April 9th, 1935, pages 56, 57 
and 58. 
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they perform a useful function, but it does not seem right that 

a system should be permitted which enables private enterprises 

of this nature to thrive during a period when the primary pro- 

ducer does not receive sufficient from the sale of his product to 

make it worth his while to take it to market. Without this 

product the packing plant could not function, but in the distri- 

bution of the benefits, the producer is overlooked. Weighing 

one against the other, the welfare of the farming community 

should take precedence. The packing plants claim that their 

net profits represent a very small percentage of their total turn- 

over and that if these profits were distributed amongst the 

farmers supplying the products used, the amount received by 

each producer would be infinitesimal, but, even if this be the 

case, it does not present the true picture as before net profits 

are calculated, the salaries and wages of all those employed by 

the packing plants are taken care of. The producer is the only 

one in the transaction who is not provided with a living wage. 

Furthermore, the packing plants are in business primarily to 

make money for themselves so that their interests are not identi- 

cal with the interests of the producer. If these plants were 

operated for the benefit of the producer, there is a large body 

of opinion which considers that the latter would receive sub- 

stantially more than he is receiving to-day. 

It is submitted that it would be in the interests of the pack- 

ing plants as well as in the interests of the farmer to prevent 

excessive price depressions and that, in some manner or an- 

other, the plants should see that this is done. It would encour- 

age agriculturalists to plan ahead and provide a steady volume 

of first-class live stock, particularly hogs, the quota for hogs in 

the United Kingdom having not yet been filled in any year since 

the Ottawa Trade Agreement was entered into. It is assumed 

that the packers would also benefit from increased deliveries. 

As mentioned above, the President of Canada Packers, 

Limited, gave evidence to the effect that the farmer gets the 

balance of the price of live stock after the packer has deducted 

his expense and profit. Is it not a fair question to ask the 

packers if they would be willing to reverse the procedure so that 

first of all, the farmer would receive sufficient to cover his ex- 

pense and profit, and let the packers keep the balance? At any 
rate, it is contended that the present system is unsound economi- 

cally, as it does not protect the efficient primary producer in the 

matter of his production costs and a reasonable profit, whereas 

the processor is protected irrespective of the effect on the pro- 

ducer, 
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It is further submitted that the Government of Canada 

should endeavour to negotiate a trade agreement with the Gov- 

ernment of the United States, to provide for the reduction on 

tariff on Canadian cattle entering the United States, and to do 

away with entirely or greatly increase the quotas now in force. 

It is also suggested that the Government of Canada in co-opera- 

tion with the provinces, should take the proper and necessary 

steps to implement the recommendations of the Price Spreads 

Commission, and to supervise and regulate the operations of the 

packing plants in Canada to assure satisfactory minimum prices 

to the producers of live stock. 



CHAPTER IX. 

The Forests of the East Slope of the Rocky 

Mountains in Alberta 

We maintain that the Dominion Government should be 

charged with the cost of the administration and management of, 

and forest protection in the Rocky Mountain Forest Reserve. 

In dealing with the natural and developed functions of the 

East Slope Forests, no matter how brief the reference may be, 

it is almost necessary to turn back the pages of history to the 

times when early settlement indicated the necessity of examining 

various important factors and influences that would favourably, 

or otherwise, affect the agricultural development of the western 

plains. 

The effect of forest cover on stream flow regulation has 

been a matter of common knowledge for so many years that it is 

but natural to find that explorers, surveyors and government 

officials of vision found, after having traversed the Western 

Canadian plains and having noted the tendency towards aridness 

of an otherwise potentially productive soil, and having noted, also, 

that the large rivers that flowed through the plains had their 

source, and largely their water supply from the East Slope water- 

shed, that the conservation of this water would be important and 

that the answer would be found in the protection of the watershed 

giving rise to these streams. These men could foresee a vast 

agricultural development which, for its success, would depend 

to a large extent on a dependable water supply for domestic use, 

irrigation and power. 

The early references to water conservation and watershed 

protection are many and varied and show, so often, a desire to 

avoid the glaring errors of what might be termed “land mis- 

management” in other countries. In view of this apparent early 

understanding of the importance of the East Slope watershed 

and of beneficial effect of forest cover on stream flow regula- 

tion, it is felt that arguments in support of this are wholly super- 

fluous. The fact that the importance of the watershed area was 

recognized, and that its influence was far reaching, is indicated 

by early investigations by engineers of repute, and it is stated 

in the Commission of Conservation Report of 1916, “Water Pow- 

ers of Manitoba, Saskatchewan and Alberta,” page 3, that, “With 

regard to special measures taken by the Dominion Government 

in connection with the administration of the water-powers in the 
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southern portion of the Prairie Provinces, the setting aside of 
the eastern slope of the Rocky Mountains as a forest reserve, 
known as the Rocky Mountain Forest Reserve, may be mentioned 
first. This step was taken on the recommendation of the Com- 
mission of Conservation, and, as a result, an area of 17,900 

square miles has been assured protection from such denudation 

as has already taken place in some of the older provinces. All 

the upper tributaries of the North Saskatchewan and South 
Saskatchewan rivers have their sources within this area, and the 
beneficial effect of conserving its forest cover is evident as far 

east as the Grand Rapid on the main Saskatchewan river.” 

THE Rocky MOUNTAIN FOREST RESERVE 

This forest reserve was established in 1910 and marked a 

definite advance in the provision for management of this im- 

portant area. Prior to the establishment of the forest reserve 

the protection of this watershed forest was dealt with by a small 

staff of rangers, but as settlement increased, and the public use 

of the area became more varied and intensive, the necessity for 
instituting more definite control of all activities affecting the 

forest became evident. 

The reasons for the establishment of this forest reserve are 

clearly defined in the authorizing legislation quoted here: 

“ESTABLISHMENT 

“This Act may be cited as the Dominion Forest Reserves 
and Parks Act. 

een 

“1. All Dominion lands within the respective boundar- 
ies of the reserves mentioned in the schedule to this Act are 
hereby withdrawn from sale, settlement and occupancy under 
the Dominion Lands Act or any other Act, or any regula- 
tions made under any Act with respect to mines or mining 
or timber or timber licenses or any other matter whatso- 
ever; and no Dominion lands within the boundaries of the 
said reserves shall be sold, leased or otherwise disposed of, 
or be located or settled upon, and no person shall use or 
occupy any part of such lands except under the authority of 
this Act or of regulations made hereunder. 

“2. Where any Dominion lands within the boundaries 
of any reserve have been sold prior to the establishment of 
such reserve, and the letters patent by which such lands 
have been sold contain an error in the name, place or resi- 
dence or occupation of the person to whom such lands were 
so sold, or in the description of the lands, the Minister may, 
there being no adverse claim, direct the defective letters 
patent to be cancelled and letters patent to be issued with 
such corrections or alterations as he may deem necessary 
in the premises. (1911; ¢.10) s.2; 1916, ¢. 15, s.1.] 
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“PURPOSE OF ESTABLISHMENT 

“Sec. 4: 

“The said reserves set apart and established shall be 

and be known as Dominion Forest Reserves, for the main- 

tenance, protection and reproduction of timber thereon, for 

the conservation of the minerals and the protection of the 

animals, birds, and fish therein, and the maintenance of 

conditions favourable to a continuous water supply, but 

subject to any regulations made under this Act. [1911, 

etlO. seoae 

LOCATION 

The forest reserve extends from the north boundary of 

Waterton Lakes Park along the East Slope of the Mountain and 

foothill country to slightly beyond the north boundary of Town- 

ship 60. The eastern boundary was laid out having due regard 

for future agricultural development and a general control alti- 

tude of 4,100 feet was followed by the surveyors responsible. 

For its western boundary the reserve has, in various sections, 

the British Columbia-Alberta boundary and the eastern boundary 

of both the Banff and Jasper National Parks. 

AREA 

Slightly in excess of 14,000 square miles. 

FUNCTIONS 

1. Natural stream flow regulations. 

2. Erosion control. 
3. Timber supply. 

4. Grazing. 
. Wild life habitat. 

(Developed) 1. Public recreation. 

(Natural) 

Ol 

The natural functions were all recognized early, but with 

regard to each of them it should be stated that their importance 

has been emphasized, as passing years showed the great varia- 

tion of weather and precipitation to which the semi-arid plains 

region is subject. 

At the present time everyone, who is concerned for the wel- 

fare of the plains region, is seeking a solution to the various 

problems found in the areas which have experienced recurring 

drought. As the difficulty is examined and a solution sought, 

the East Slope watershed will more than ever be recognized as 

one of the most important factors that will assist towards a 

solution. 

The fact that the East Slope forest, through stream flow 
regulation, extends its influence far beyond the eastern boun- 

daries of Alberta is recognized, and as this forest must be con- 

sidered first as a watershed protective agent, it follows that the 
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burden of the cost of administration and management should 
with justice be borne by Dominion authority. 

The direct revenue from the forest is very small and in 
itself does not justify a large outlay of public funds for adminis- 
tration, management or protection, but the indirect benefits are 
So widespread and of such vital importance that large expendi- 
tures are justified. 

In the United States it has been found necessary for the 
Federal Government to purchase similar areas from the various 

states in order that important areas might be placed under in- 
tensive protection. A protection that viewed nationally is only 
too necessary, but that viewed by the state concerned may not 
be of first importance, and in many cases regardless of the im- 
vortance of the matter, it is beyond the financial ability of the 
state to make adequate provision of funds. 

This situation has been recognized and definitely dealt with 

by Federal legislation under the Clarke-McNary Act, the McNary- 
Woodruff Act and the McSweeney-McNary Act. 

The situation in Alberta, with respect to the East Slope, is 
quite similar to many found in the United States and it is felt 
that, in justice to Alberta and in view of the fact that East 
Slope forests extend their influence far beyond the boundaries 
of Alberta, it is reasonable to propose that responsibity for the 
cost of administration, management and forest protection should 
be resumed by the Dominion Government. 

The following is a statement of operating expenses for the 

Rocky Mountain Forest Reserve from April 1st, 1931, to March 

dist, 1937, including fire fighting costs and timber losses. 

Fiscal Year Salaries Expenses aie g et 

IO BPA exoccsbos $ 84,536.61 $ 49,548.07 $ 2,298.02 | $ 154,651.47 
64,126.82 12,975.24 2OmOsarn 8,790.73 
57,832.54 13,075.24 16,661.68 81,063.66 
61,016.40 16,063.41 16,195.80 78,703.25 
58,799.10 17,156.00 PRT STD) 45.00 
60,205.11 19,227.90 103,696.07 1,423,808.45 

$386,516.58 $128,045.86 $141,749.59 | $1,747,062.56 

Approximately 66 per cent of fire fighting costs and timber 

losses for the year 1936-37 were caused by fires entering south- 

western Alberta from British Columbia. 



CHAPTER X. 

The Problem of Adequate Highways 

From the earliest days of recorded history, highways have 

played an important part in the progress of civilization. They 

provide the arteries for the movement of trade and commerce 

as well as the movement of people from one centre to another, 

and from one country to another. The invention of the locomo- 

tive for a time diverted the main channels of traffic from the 

highways to the rail routes of the world. The advent of the 

motor car however, and the rapid development of transporta- 

tion by motor truck, have made the highway a serious competi- 

tor of the railroads as a factor of first importance in the economy 

of a country. The extent to which this is now recognized is evi- 

denced by the huge public expenditures now being made in all 

countries for highway improvement. 

In the older parts of Canada, the building of roads had been 

going on from the days when the Central and Eastern Provinces 

were Crown Colonies. In the division of administrative respon- 

sibility following Confederation, the building of roads was re- 

garded as one of the primary functions of the Provinces, and as 

the demand for social services had not yet arisen, a goodly por- 

tion of the ordinary revenue of the Provinces could be used for 

that purpose. Before Alberta became a Province, many miles of 

gravel surfaced highways had already been constructed in the 

Eastern Provinces, providing all-weather roads between the 

centres of population. The introduction of the motor car, found 

these Provinces well equipped with all-weather roads, and able 

to direct their financial resources to much more improved types 

of well surfaced main highways. 

When the Province of ‘Alberta was formed in 1905, very few 

miles of even ordinary dirt road had been built. The prairie trail 

was still a distinctive feature of the landscape. Since that time 

the problem of providing adequate highways has been a tremen- 

dous one. A rapidly growing population, scattered over a huge 

area; a much greater mileage than any of the older Provinces; 

the motor car and truck creating extra demands within the first 

decade; and new demands for social services arising before the 

end of the first twenty years—these are some of the considera- 

tions that must be kept in mind in any examination of the finan- 

cial record of the Province. 
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The earliest reports of the proceedings in the Alberta legis- 

lature, suggest the extent to which road expenditure was recog- 

nized even then as a serious problem. The Speech from the 

Throne delivered on March 15th, 1906, referred to the problem 

in the following words, “The influx of immigration and rapid 

settlement of the Province, renders imperative a progressive 

policy with regard to the construction and repair of roads and 

bridges, and your consent will be asked to the provisions it is 

proposed to make for this purpose.’ The Minister of Public 

Works on March 21st, 1906, said in the Legislative Assembly, 

“The Department has a very important work to undertake in 

supplying the great number of settlers who are coming into the 

country, with roads and bridges, but the country is so large that 

I have not had time to familiarize myself with it. It will possibly 

take me a year or perhaps two years.” 

A reference to the public accounts will show that in that 

same year (1906) a total sum of $485,685, was expended on capi- 

tal and income account. This expenditure rapidly increased in 

the succeeding years so that, in 1912, the total expenditure was 

$1,444,495. Incidentally it is interesting to note that the first 

revenue from motor car licenses was received in 1906, amoun- 

ting to $123.00. By 1912, this had grown to $31,012. It is also 

important to note that in this period the Provincial Government 

made an appeal to Ottawa for a greater concentration of settle- 

ment, but the appeal was unsuccessful. 

In 1919, great impetus was given to highway construction in 

Canada, when the Dominion Government, realizing that an ade- 

quate system of highways in Canada was a matter of national, 

as well as Provincial importance, passed The Canada Highway 

Act. 

By that Act, the Dominion undertook to distribute among 

the Provinces $20,000,000 in federal aid, over a period of five 

years. Each Province was to be allotted annually a flat sum of 

$80,000, the remainder of the annual grant being apportioned 

accordins to population. The federal grant was limited to 40 per 

cenit of the cost of construction or improvement of a highway. 

Agreements were to be negotiated with the Provinces, and the 

Governor General in Council was given the power to make ap- 

propriate regulations. Only main highways were to receive aid, 

and Provincial expenditure under the Act was to be in addition 

to the usual expenditure for highways. The Provinces were to 

submit a five-year programme of construction, together with a 

classification of roads according to their importance. If this pro- 

gramme was approved, a Province might make application to 
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bring specific portions of its system under the Act, by submitting 

a “project statement,” which would explain why a project was to 

be carried out, what it was to cost, and how it was to be fin- 

anced. The whole initial cost was borne by the Province, but after 

a federal engineer had reported that the work was satisfactory, 

and after a federal auditor had reported upon the Provincial 

accounts, 40 per cent of the cost was paid to the Provincial Gov- 

ernment from the Dominion treasury. The Province agreed to 

maintain these highways in good condition. 

This legislation served a good purpose and it is difficult to 

understand why the plan thus initiated was not continued. A 

stimulus was given to road building. It is true that the motor 

car and the truck would have forced the Province into more ex- 

tensive highway programmes in any event, and some Provinces 

had already undertaken substantial programme of highway de- 

velopment. Their plans were no doubt enlarged, however, by the 

Dominion aid. Moreover, the Federal Act led to better Provincial 

planning. More careful surveys were made and the need of inter- 

Provincial connections were considered. The Federal engineers 

also stressed the need of proper location of a road, the value of 

good drainage and a broad right-of-way and the necessity of 

minimizing curves. Federal inspection probably led to more uni- 

form classification of expenditure and better systems of accoun- 

ting. A start was made in the study of proper road materials 

and designs to meet traffic requirements. The reasons for the 

success of this measure are; firstly, that the aims to be attained 
were comparatively simple, and secondly, that there was excel- 

lent co-operation between the Provinces and the Dominion. 

Alberta was one of the last of the Provinces to take advan- 

tage of this measure. Because of fiscal difficulties, it was not 

until 1924 that the Province submitted the necessary five-year 

programme. The projects finally approved, may be considered 

the first attempt in this Province, to build roads according to mod- 

ern standards of highway construction, and with gravel surfac- 

ing. The total amount received by the Province from the Domin- 

ion was approximately $1,500,000. 

Of 20,000 miles of road in Alberta, less than 100 miles are 

reported as hard surfaced.) During the past year, (1937) how- 

ever, considerable progress was made in providing a dust-free 

surface by what is called the “blotter” type of surfacing. Ap- 

proximately 153 miles of this construction were completed in 

that year. About 2,500 miles are gravelled, and the balance of the 

mileage is plain dirt or earth roads. Actually since only 2,500 

(1) Canada Year Book, 1937, p. 667, gives mileage erroneously as 60,000. 
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miles out of a total of 90,000 miles have been gravelled or sur- 
faced, it is obvious that a tremendous programme of gravelling 
Should precede hard surfacing if the Province is left to under- 
take the work unassisted. 

The Canada Year Book states, “(One sphere where the motor 
car has been of special economic advantage, has been in rural 
areas, where its speed and economy are a great improvement 
over the old horse-drawn vehicle.” This is very true, but it must 
be qualified on account of road conditions in the Western Pro- 
vinces. In the United States, estimates show that hundreds of 
millions of dollars have been added to the value of agricultural 
produce by good roads. Instead of driving cattle to market over 
long distances, they are loaded into trucks and within a few 
hours are at the stock yards and sold. “Shrinkage” is reduced 
to a minimum. Vegetables, fruits and dairy products are marketed 
with equal despatch and with the smallest possible loss. The 
same could be said of the production of the Central Provinces. In 
Alberta the truck is being used extensively, but the value of this 
method of transportation is limited by the comparatively small 
mileage of gravelled roads. 

That the scattered character of population, places a heavy 
burden on the people and the Government, has already been 
pointed out. The great distances to adequate shopping centres, 
schools, churches and places of entertainment means a relatively 
high expenditure for travel. The inferior quality of the roads in- 
creases these expenses. Gasoline, tires, car upkeep and deprecia- 
tion are the costs that mount as the car is driven over inferior 
road surfaces; they are the costs that decrease on hard surfaces. 

Average cost of car operation per mile for the four items, 
that vary on different road surfaces, according to Dean T. R. 
Agg, Iowa State College, is indicated in the accompanying tabu- 
lation: 

Concrete ear eae Low Type 

(Cents) (Cents) (Cents) : 

Gasoline st Mice en ae See Sa a 1.09 esi 1.61 
4NOGES Eiiae lh ANGI olststicee mea peceene a eertems nee 0.29 0.64 0.84 
Care ICCC OM ete rsiotcesusicntticssoneee. 1.43 We eit 
DEDRECLA TOM tess ceran cs Soeameasentcecese WANG 1.39 iL 59 

Hla) ACT Se rostene vacate niche cst davese ss 4.07 5.06 6.13 

The driver saves up to one cent a mile on hard surface, com- 

pared with intermediate type roads and up to two cents a mile 

on hard surface compared with low type roads. Assuming that 
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the average motorist drives 7,500 miles a year, on hard surface 

rather than on intermediate or low type roads, he will save $75.00 

to $150.00—from two to four times the cost of gas taxes and 

license fee. 

Another study, the results of which are recorded in the ac- 

companying tabulation, bears out the conclusions of the fore- 

going. The increased cost of gasoline, tires and maintenance 

especially, on low type roads is pronounced. 

EFFECT OF ROAD CONDITION ON VARIOUS ITEMS OF 
OPERATING COST 

Sum expended | Sum required | Sum required 
for the item for equal for equal 

Item of Cost when using mileage on mileage on 
high type intermediate low type 

roads type roads roads 

Gasoline see $1.00 $1.20 S147 
Olle ee 1.00 1.00 1.00 
Tires and Tubes .. 1.00 Dad 2.90 
Maintenance ........... 1.00 1.20 1.47 
Depreciation .......... 1.00 NG 1.24 
License 1.00 1.00 1.00 
Garage 1.00 1.00 1.00 
Interest 1.00 1.00 1.00 
TnSuran Ce wees 1.00 1.00 1.00 

The utility per gallon of gasoline consumed, is much less in 

the Prairie Provinces than in more thickly settled communities, 

not only because of the greater distance per trip, but also be- 

cause of the extra wear and tear on the machine and tires and 

because of the increased gasoline consumption per mile. Another 

very important feature to consider is that gravelled highways 

are much more dangerous than hard surfaced highways, owing to 

the nature of the substance itself and to the dust created by 

traffic. The objective should be to decrease the hazard. 

Under the existing system even although enormous supplies 

of the requisite materials have been available, Alberta has so 

many miles of road to build and maintain, that it has been im- 

possible to finance hard surfacing. The accompanying table in- 

dicates that the Western Provinces have an inordinately large 

road mileage. Alberta, for example, has to maintain 500 per cent 

more miles of highway per 1,000 population than Ontario, and 

200 per cent more than the people of Canada generally. The 

difficulty of financing an adequate programme of construction 

and surfacing is therefore apparent. 
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Miles of Highway(1) 
» Province per 1,000 population 

Prince, Edward) Island... 41 
INOVieRS COU ame ee en one 29 
INGwWar ES RUINS WiC eee ae 28 
Quebec Weer foe ee i 
Ointate/ Oma te eee ree, Ae 20 
INE WARE) OF), One ne een eee ee eee 49 
Saskatchewan 169 
EMIDGT Caen een. tink eee 123 
Biiisiim © Olimar ees 32 

GANADAL is aieute ets 42 

The Saskatchewan figure apparently includes all road al- 

lowances in surveyed territory. If we used a similar figure for 

Alberta the mileage of roads would be 168,076, but the figure 

here used of 90,000 miles includes only roads actually travelled 

now. 

During the depression following 1929, expenditures had to 

be reduced drastically in the majority of the Provinces, as the 

accompanying table reveals: 

HIGHWAY EXPENDITURES (2) 

(In Thousands) 

Capital Maintenance 

Province Per- Per- 
1931 1935 | centage 1931 1935 | centage 

of 1935 of 1935 

Prince Edward Is.) $ 310| $ 998] 321.9 6 oval | G3 ley) 
ING CObla eee 4,198 SS | PS 1,895 1,734 91.5 
New Brunswick ... 3,596 Beresil || TOs ,at 747 1-39 Oh eee Gell! 
Quecwecge 5 Sane. 11,873 6,456 54.5 4,855 3,921 80.8 
Ontaniog ee occ. 23,709) 20,769 87.6 8,123 7,566 93.1 
INATATAOIOS, ccsassoccacstone 2,779 Syl 5.4 906 452 49.9 
Saskatchewan ...... 6,702 469 7.0 1,049 1P20 ule 2 
JN Sg. Ole eee 4,379 2,053 46.9 2,087 1,164 55.8 
British Columbia 8,705 2,619 30.1 2,284 3,838 | 168.0 

CANADA ......... $66,250 | $42,439 GARI eZ 2.2eaieeote in 97.4 

Capital expenditures in Canada on highways dropped from 66 

million dollars in 1931 to 42 million dollars in 1935, a decline of 

36 per cent, but in Alberta these expenditures dropped from 

$4,379,000 to $2,053,000 or 53 per cent. During the same period 

maintenance expenditures in Canada dropped from $22,287,000 

to $21,717,000, or 2% per cent, but in Alberta these expenditures 

had to be cut nearly one million dollars, or about 45 per cent. This 

reduction is of course reflected in the conditions of the roads. 

During this same period several of the other Provinces were able 

to increase their capital and maintenance expenditures, much to 

(1) Canada Year Book, 1936, p. 686. Based on 1931 census, 
(2) Canada Year Book, 1937, p. 671. 
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the improvement of their transportation conditions. The deterior- 

ation during this period was so serious that in many places it im- 

perilled the original investment in grading, gravelling and sur- 

facing. It is imperative that this investment be not impaired any 

further. 

From the standpoint of the economic welfare of the whole 

Dominion, Alberta is one Province that should have a substantial 

mileage of hard surfaced highways. With its three great national 

parks, Banff, Jasper and Waterton Lakes, comprising 4,500,000 

acres of mountain scenery, Alberta offers to tourists attractions 

of an unsurpassed character. The summer climate is excellent; 

the air is dry, the nights are cool and the day time temperature 

seldom exceeds 80 degrees Fahrenheit. The winters are tempered 

by the chinook winds and the areas around Banff and Jasper 

are ideal for winter sports. To the attraction of this mountain 

scenery may be added the National Buffalo Park at Wainwright, 

the Provincial Parks at Elk Island and at several of the lakes, 

and the Bad Lands of the Red Deer River, which furnish fossils 

of prehistoric monsters to the museums of the world. To these 

unusual points of interest should be added unrivalled opportuni- 

ties for hunting, fishing and other sports. For the exploitation 

of these attractions a considerabie capital expenditure has been 

made in hotel accommodations, highway and other improve- 

ments 

From an economic standpoint the market for goods and 

services furnished by an influx of tourists is not only a lucrative 

source of revenue for individuals and for whole districts,“) but 

is, for Canada, an important factor in the balance of interna- 

tional payment. The expenditure of foreign visitors in a country 

has the same effect, in so far as its influence upon the balance 

of trade is concerned, as the export of additional commodities 

would have. Instead of sending goods and services to consumers 

abroad, the latter are induced to move to the goods and services. 

Thus, tourist traffic is an invisible export which helps Canada 

to pay for the goods and services it buys from other countries, 

or to pay interest on the money it borrows from abroad. 

The growing realization of the importance of tourist travel, 

has led to many efforts to encourage it in every possible way, 

especially by extensive advertising in foreign countries and by 

(1) Visible evidence of the employment and business opportunities created along good 
highways is seen in the growth of filling stations, restaurants, tourist camps and 
other recreational facilities. There is nothing more certain than that the three 
national parks of Alberta would make a valuable contribution to employment 
opportunities, if the Province had the means to provide ready access from the 
American border, 
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the simplification of vexatious customs and immigration formali- 

ties. In 1934, the Dominion Government established the Canadian 

Travel Bureau to undertake tourist travel promotion as a nation- 

al effort in co-operation with the various tourist travel and pub- 

licity agencies, both public and private, throughout the Dominion. 

The Bureau is assisted by an Advisory Council consisting of the 

Directors of Information of the Provincial Governments, repre- 

sentatives of the Dominion Departments and Services interested 

in tourist travel promotion, and members of the Executive Com- 

mittee of the Canadian Association of Tourist and Publicity 

Bureaus. 

For the operation of Jasper and Banff National Parks alone, 

the Dominion Government voted $434,000 for the 1937-38 season. 

In 1929, 55 per cent of all tourists to Canadian National Parks, 

visited parks in Alberta. Of Canada’s single commodity exports, 

only wheat and paper rank with tourist traffic in importance, 

and in several of the recent depression years the latter has sur- 

passed both. The Dominion Bureau of Statistics estimated that 

foreign tourists spent 309 million dollars, in Canada in 1929, and 

256 million dollars in 1936. Those entering via the United States 

boundary by motor car were responsible for the expenditure of 

159 million dollars in Canada, or nearly 65 per cent of the total 

tourist expenditures in 1936.() 

Estimates of the division of this expenditure according to 

Provinces are as follows: 

WMtswenstiaays) IRICOABAVESS) yrocusconeccenncoonoscn se: $ 9,948,000 

Qirebeca ie eee reais ese te tant: 33,163,000 
(By an sed oy ee Pee enero ceeee eeeee reenter oe 101,678,000 

IVESIAUE OD cee teesess cece en oetta mes cea e came 959,000 

PATI eG Tit UR ae eee nrea oeccngice eee cdicetere er mane. 1,039,000 
Ierenqeisle, (COMBINE cosssceecudosegeccuxeszqneapcq900 10,687,000 

It is of course impossible to accurately divide the estimated 

revenue from tourists according to Provinces, and it is no doubt 

true that Alberta shared in the expenditure from tourists enter- 

ing Canada, through ports in other Provinces, particularly British 

Columbia. It is acknowledged also that there is a larger potential 

tourist population in that part of the United States south of the 

Eastern Provinces, than south of the Prairie Provinces. But on 

the other hand, the Banff and Jasper Parks are internationally 

famous. There is no doubt that the comparatively small share of 

this tourist expenditure, is traceable mainly to the condition of 

the roads in the Province. 

(1) Canada’s Tourist Trade, 1936, Dominion Bureau of Statistics, Ottawa. 
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The American motorists are accustomed to well surfaced 

roads, and there is ample evidence that large numbers of them 

are being kept away from this part of Canada annually, by the 

dust and the general condition of Alberta roads. 

Canada is no doubt failing to capitalize fully on the scenic 

attractions of these mountain resorts, by leaving the full respon- 

sibility for the construction and upkeep of the roads leading to 

them to the Province. The early completion of the road now being 

constructed by the Dominion from Lake Louise to Jasper, would 

provide nearly 300 miles of scenic mountain roads unrivalled on 

the North American continent. Assistance by the Dominion in the 

construction of properly surfaced highways leading from the 

American border to these resorts, both from ports in Alberta 
and British Columbia, would result in a Summer tourist traffic 

of such volume that its possibilities in increased trade and the 

consequent relief of unemployment cannot be fully estimated. 

Without wishing to take a critical attitude, it is submitted © 

that the Dominion Government has not made the national con- 

tribution towards highway development, that other federal gov- 

ernments have made. In every State in the Union certain 

highways have been designated as Federal-aid highways. 

The assistance granted by the Federal Government towards 

the construction of these highways dates from the so-called Fed- 

eral Aid Road Act of 1916, supplemented by The Federal Highway 

Act of 1921 and subsequent legislation. Without entering into a 

detailed explanation of its legislation, or a lengthy discussion of 

what has been accomplished, it is sufficient to say that up to 1936 

the United States Government contributed over one and a quar- 

ter billions of dollars to highways. For the fiscal year 1936 some- 

what in excess of 200 million dollars were contributed. In 1935 

the total income of state highways departments was about 900 

million dollars and of this sum the Federal Government con- 

tributed about 25 per cent. This proportion was somewhat larger 

than normally, due to the problems of relief employment, but in 

many other years the Federal contribution ranged from 10 to 20 

per cent of the total costs of state highway systems. 

The Federal allotments are divided according to the follow- 

ing objective scales: One-third in the ratio which the area of each 

State bears to the total area of all the States, one-third in the 

ratio which the population of each State bears to the total popu- 
lation of the United States, and one-third in the ratio which the 
mileage of rural free delivery routes and star routes in each State 
bears to the total mileage of such routes in all the States, but 
no State is to receive less than one-half of one per cent of each 
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year’s allotment. Two and a half per cent of the annual allot- 
ments is reserved to the Secretary of Agriculture in charge of 
the law for administration and research.“) In Australia, grants 
by the Federal Government are distributed on the basis of popu- 
lation and area. Federal aid may now amount to $25,000 per mile; 
the roads after completion are maintained by the States. Aid 
may be extended to secondary and feeder roads, on the theory 
that the farm-to-market roads are crucial in an agricultural 
economy. In Canada under the Act of 1916, aid was granted on 
the basis of population only. 

With the exceptions of highway aid provided for under the 
1919 Act, and moderate sums during the depression of the 1930’s 
as unemployment relief, the Dominion of Canada has made prac- 
tically no contributions to Provincial highway systems. During 
the depression following 1929, the Dominion did make some con- 
tribution to highways, about 4 million dollars in 1931 and 1933, 
and about 10 million dollars in 1935. Meantime, the Provincial 

Governments spent 76 million dollars in 1929, slightly less in 
1931, 32 million dollars in 1933, and 51 million dollars in 1935.) 

In contrast the Federal Government of Australia gave 
grants amounting in the aggregate to about $8,750,000 to the 
Australian States in 1922-23, 1924-25 and 1925-26 for the pur- 
pose of reconditioning certain main roads. $7,500,000 of this 
amount was on the basis of expenditure by the States of an 
equivalent amount. In 1926, the Commonwealth Government pro- 
vided for a highways grant of about 10 million dollars annually, 
for ten years, under The Federal Aid Roads Act of that year and, 
in 1935, paid in grants to the several States about 12 million 
doilars. Altogether the Commonwealth Government paid to the 
States for road construction from 1922-23 to 1934-35 approxi- 
mately 100 million dollars. 

The Government of Alberta believes that the policy adopted 

by the Government of the United States and the Government 

of the Commonwealth of Australia, in granting substantial aid 

annually to highway construction, is based on sound principles, 

and that it is very necessary that a further programme of Domin- 

ion aid to the Provinces should be inaugurated in Canada. 

It suggests that this aid should be sufficient and continue 
for a sufficient number of years to provide the following con- 

struction: Firstly; the Dominion should by itself undertake the 

construction and maintenance of a properly surfaced trans- 

Canada highway. Secondly; aid should be given this Province in 

(1) United States Code Annotated, Title 23, Sec. 21. This objective standard NEneS 
the struggle for “better terms” which has been characteristic of Dominion-Pro- 
vincial relations in Canada. 

(2) Canada Year Book, 1937. 
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constructing one hard surfaced highway running north and 

south in Alberta, from the American boundary through Calgary 

to Edmonton, with the necessary branches to Banff and Jasper. 

Thirdly, aid should then be provided to complete the surfacing 

of the balance of what is now considered the main highway 

system of the Province. Within a period of five years the follow- 

ing roads should receive bituminous surfacing. 

Miles 
Lloydminster to Exdniomton yicyen-cs eee 186 
Medicine Hat to Crows) Nester ligt 
Edmonton to Mirror Landing 32... 147 

TOTAL * i ecsecscsebecosecee ee are eee 550 

In order to construct the number of miles required the 
following approximate expenditures would be necessary: 

Regrade 400 miles of earth grade, cost 
of which includes bridges, culverts and 
all necessary materials, also gravel sub- 
base, at $7,000 per mile would be ............... $2,800,000 

Bituminous surface 550 miles of two to 
three-inch asphalt material .................0....:- $3,300,000 

In order to appreciate fully the magnitude of the task con- 

fronting this Province in developing a proper system of high- 

ways, the following facts are of interest. 

1. Apart entirely from the mileage above mentioned there 

are approximately 2,000 miles of gravel surfaced main highways 

which are now in a comparatively low state of repair. It would 

be advisable to recondition and regravel a large portion of this 

mileage, before the investment already incurred by the Province 

is lost. The cost of such reconstruction would be approximately: 

Regrade and recondition, including 
bridges, culverts; ete) 2... eee $3,000,000 

TREGTAVE] | <-teenccaece etree tener tee re rs eee 2,000,000 

Total Cost 44 eee $5,000,000 

It should be observed that the annual expenditure for mainten- 

ance of main highways in this Province is now approximately 

$800,000 per annum. If the important portions of the main high- 

way system were properly surfaced it would be quite reasonable 

to expect a reduction in the total annual maintenance charged 

by approximately $250,000. 

2. Then there are in this Province approximately 7,500 small 

bridges, mostly of wooden structure. The minimum expenditure 

that has been required to maintain these bridges in a fair state 

of repair, has been about $300,000 per annum. A programme of re- 

placement should be inaugurated to replace a large number of 
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these structures with more permanent structures of concrete or 

the installation of corrugated iron culverts of sufficient size. 

Such a programme will involve an annual expenditure of $500,- 

000 for a period of years. 

3. Again on account of the difficulty of collecting taxes in 

Improvement Districts, the construction and maintenance of 

colonization and local roads has not kept abreast of the settle- 

ment, and in areas in the North-eastern and North-western parts 

of the Province colonization roads are urgently required, par- 

ticularly in the Peace River, Grande Prairie, High Prairie, Slave 

Lake, Lac la Biche, St. Paul, Cold Lake and Athabasca Districts. 

4. In a great many places there are areas settled that have 

practically no egress by means of roads at all. At least $400,000 

per annum is necessary for these roads over a period of the next 

five years. It is only reasonable to suppose that this class of 

settlement will increase during that period, on account of farmers 

from the dried-out areas of the Southern part of the Province 

and from our neighboring Province of Saskatchewan who will 

be settling these unsettled districts of the Province during that 

period. 

5. Because of the great number of rivers in the Province of 

Alberta, the Government has a very serious problem of bridges 

and ferries. There are fifty-seven ferries across rivers as shown 

in the following table: 

Rivers No. of Ferries 

PRONE ORICS).scocddcccocancsoonset ead et Se ea oe 5 
TES OW ea cas Cee ence eh oniaaee eerconsicwaviesiasGe ates 4 

LSS STO Ke yasaree Sere eee eee cde ane decker 1 
INbaasomis ILEKE TSS, PAINE. soscccncoessseorosendpuenooe il 
IVECTE CO Caper erence tee Sree ance rirccanceasensne 4 
IN@iHa, SEI RETO AERENAE .....ucsooocansoocnadonéndoonavad 19 
HPS AICEY eee OR RE PR OSE a a on ee 2 
TEXetaall ONbales le cop acoeaosasee noe pceoose nec eaenee Ena oncerscceOMoeD 6 

Red Deer ...... Weal ok ok Me AS a AE ne ei a a 

Sout Saskatchewan eeerectenteees ttea tee 2 
WUE WabhedScroc cacsbecoccegocepacocne sos cponoc oa soa poocnosodagnno. i 

OCA Meee eeeeeee ace raheathercca cater micctenstar 57 

The annual average cost of operating these fifty-seven 

ferries over a period of the last four years has been $56,490, and 

the average cost of renewals and replacements over the same 

period has been $16,210. A large number of these ferries should 

be replaced by construction of bridges, as there is considerable 

delay in vehicular traffic, due to the fact that bridges do not 

exist. Farmers sometimes have to wait for hours with their 

wheat and other produce, for their turn to cross the ferry. In- 

sistent demands are being made upon the Government for bridges 
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at these points. It is felt that at least 45 of these 57 ferries have 

a traffic density that warrants them being replaced with bridges. 

The cost of such replacements would be about $5,265,000. At least 

13 new bridges are urgently needed, and the estimated cost of 

these bridges is $1,360,000. 

6. In considering this highway problem, it must be remem- 

bered also that the Municipal Districts have been responsible for 

a very important part of road construction. Under the scheme 

of distribution prevailing in this Province, the Provincial Govern- 

ment has assumed responsibility for the main arteries of traffic 

between the more important cities and towns, and it has also 

shared with the Municipal Districts in the construction costs of 

certain designated roads which have been termed secondary 

highways. After the construction of these secondary highways, 

the maintenance costs are assumed by the Province. All other 

roads in organized Municipal Districts are left to the Municipal 

Districts, both with respect to construction and maintenance. 

The Province assisted the Municipal Districts in the construction 

and maintenance of these roads for a number of years by annual 
grants. After 1950, however, these grants have only been pro- 

vided in two years and no grants have been paid since 1935. As 

a result, road construction and maintenance by Municipal Dis- 

tricts is only carried on to a very small extent. If assistance 

were rendered to the Province wiih respect to expenditures for 

main highway purposes, the Province could in turn give the 

Municipal Districts some further assistance. 

7. Although substantial revenues have been received from 

gasoline and motor vehicle taxation, only in two years during the 

period from 1905 to 1937, did the revenues from these two sources 

exceed the expenditures on highways. Table I is a statement of 

the income and capital expenditures on roads, bridges and ferries 

from 1905 to March 31st, 1937 (inclusive), and revenue from 

motor license and gasoline tax for the same period. Totals are 

shown up to, and including 1928, and expenditures and revenue 

given in detail from that date until March 31st, 1937. It will be 
noted that the Province has expended in all, over 79 million dol- 

lars, and has only received from motor license and gasoline tax 

about 43 million dollars. It should also be noted that the admin- 
istration cost in connection with the collection of motor license 
and gasoline tax and the general administration cost of the De- 
partment of Public Works are not included in the statement. The 
figures also indicate that revenues decreased materially during 
the depression in spite of an increase in gasoline tax in 1933 to 
six cents per gallon and in 1936, to seven cents per gallon. 
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An examination of the facts submitted in this section will 
reveal quite clearly, the very serious nature of the problem which 
confronts this Province in providing, for its people, a system of 
highways and roads even reasonably in keeping with those 
standards which modern transportation methods demand. Under 
existing circumstances Alberta cannot hope to deal adequately 

with the problem. In the meantime the population of the Prov- 
ince of necessity must submit to road conditions that would not 
be tolerated in the older Provinces. If the Dominion Government 
inaugurated again a comprehensive scheme of financial aid, a very 
great service would result to the people of this Province. 

This is a type of Dominion aid that would be self-liquidatine. 
Apart entirely from the benefit which would follow from in- 

creased tourist traffic as already discussed, it is a matter of com- 
mon knowledge that motor car and truck traffic increases very 
rapidly with the improvement of highways. Highway construc- 
tion and improvement should be regarded as an investment 
which pays dividends to the Province in the shape of revenues 
from gasoline taxes and motor car license fees, and to the Domin- 
ion by revenues by the customs and excise tariff on gasoline 
and oil products as well as from the indirect retail sales that 
inevitably accompany the increase in automobile and truck 
traffic. 



HIGHWAYS 262 

ZEL‘LZO'EH$S 
|
 G6ZPSISI$ 

|
 E@Pene'’>z$ 

|
 STE‘OEIGL$ 

|
 PLO'LGE 

LES 
|
 IPE'TLeTH$ 

|
 HIP'LHE 

ESS 
|
 LZS'SZ6'BIS 

TGL‘LOG'E 
C9E'GSH'S 

68E‘ZIT'T 
P8L'9G'E 

GZ8'6EE'T 
6GE'98T'S 

PIS‘OST'T 
Crs'Se0'T 

LE-9E6L 
P88'SP9'E 

906‘0¢2:% 
8L6 ‘For 

I
 

PES ‘EIT 
CLP'SLET 

C9E'SOL‘S 
60€‘6E0°S 

€S0'9L 
9€-SE6L 

GLG‘E9G"E 
092‘SP6'T 

GIE‘8I9'T 
9IT‘8h0'F 

089°60E'T 
9EF‘8EL‘S 

0S8‘6€6'T 
98¢°86L 

GE-PE6L 
69T‘Z6E'E 

CSP 
PCL T 

LIL‘L99'T 
616'F06'% 

ZIL‘ShS 
L0Z‘6S9°% 

€L9°8L8'T 
PES ‘08L 

' 
PE-ES6I 

LOL‘690°E 
P60°L1S'‘T 

€19'ZSS'T 
CIO 

L
E
S
 

CP9'SEL'T 
0L6°808"% 

1ZL‘€98'T 
642 ‘SPE 

€€-ZE6L 
0SS‘GL6'S 

LOT‘ L0G'T 
ESE ‘PLP'T 

POC 
PEP 

9
 

61€'9L0'€ 
G06‘LGE'E 

90L‘LEL'T 
66T 

029 
T
.
 
=
a
 
e
e
e
 

GE-TE6L 
09€‘SZ9'E 

€09‘TE6'T 
LGL‘€69'T 

GP9'90P'L 
8
 

'b8C F 
| O9E'@ZT'E 

€6P°G9G'T 
L98°9SG'T 

i 
* 

T€-0861 
G99‘9T8'E 

1SZ€6L'T 
PIP'EZ0'S 

686 '69E'S 
G6S'6F8‘S 

PEE 
02S'°S 

G8z‘ese'l 
C
O
P
L
S
T
 T
y
 
F
a
e
 

0€-626L 
66S'TEP'E 

LZ9‘908'T 
GL6 PSL'S 

LIV‘LOS'F 
066'L6S'2 

L@v'696 
T 

€Cr'ELI'T 
$00'96L 

5
 
|
 ae e

e
n
s
 

62-861 
ZOF6EGTI$ 

|
 LES‘8Gz'c 

$ 
|
 ST6‘089'6 

$ 
SLE 

I8T'9e$ 
|
 LGPLEOSI$ 

|
 IZS'PHI'st$ 

|
 OFP'G99'8 

$ 
|
 T80'6LP'6 

$ 
“ 

CTOUT) 
8Z6T 

‘TE 
“
T
e
 

0% 
SO6T 

s
i
e
o
A
 

IOF 
Sp[e}OJ, 

B
U
L
O
D
U
T
 
2
 

Sr Hy 
s
o
s
u
s
o
r
y
 

T
e
y
i
d
e
d
 

a
m
m
y
p
u
e
d
x
y
 
|
 s
i
I
n
y
i
p
u
e
d
x
y
 

p
u
n
y
 

sSUTyUTG) 
s
I
n
j
I
p
u
s
d
x
W
 

"TV.LO.L 
a
u
r
f
o
s
e
y
 

O
O
H
 

a
m
y
i
p
u
e
d
x
q
 

Teyided 
=
 a
U
I
O
D
U
T
 

[e}O]J,) 
puke 

jsoto}UT 
aUIODUT 

[e}OL 
| 

e
a
x
 

G
O
N
G
A
G
T
A
 

G
Y
 
O
L
I
G
N
a
d
x
a
 

aoruag 
dINVS 

AHL 
YOd 

XVI, 
A
N
I
I
O
S
V
D
 

GNV 
SASNGOIT 

Y
O
L
O
J
 
W
O
U
 

A
A
N
A
A
T
Y
 

GNV 
(HAISNIONT) 

LEST 
‘TE 

HONVIN 
OL 

GO6T 
W
O
d
d
 

SaTuNay 
GNV 

Saddlug 
‘Sdvoy 

NO 
SHYALIGNSdxXY 

TVLIdVD 
INV 

AIWOONT 

V
L
Y
a
E
T
V
 

J
O
 
A
O
N
I
A
O
U
d
 

A
H
L
 

J
O
 
L
N
A
N
W
N
Y
A
A
O
D
 

I W
i
d
V
v
i
 



Gra cleRa.| 

The Problem of Education 

EDUCATION AND FEDERAL RESPONSIBILITY 

Canada is interested in establishing and improving demo- 

cracy and certainly, in the opinion of the average citizen, Edu- 

cation is the greatest of all agencies for accomplishing this 

purpose. 

Statistics show that during the years of depression, expendi- 

tures on education have been reduced to a point where, if reduced 

farther, this greatest of all public services cannot be effectively 

given. Indeed, students of this problem are convinced that we 

must incur greatly increased expenditures or run the risk of ser- 

iously endangering our educational standard. As a nation, fail- 

ure to provide these expenditures is against our best interests. It 

is costing us more money to provide for the increased numbers 

on the secondary and college levels. The provision of even a 

modest programme of technical, agricultural, vocational and 

adult education, to say nothing of equalizing the educational 

opportunities we now enjoy, particularly in the rural areas, of- 

fers such a task under the present system of financial restric- 

tions, as to be quite beyond the financial possibility of an agri- 

cultural economy such as that of Alberta, just emerging from 

the pioneering stage. A moment’s consideration will convince 

anyone that the provision of such expanded opportunities is the 

concern not only of Albertans but of all Canadians. It is of 

vital importance that those elements of our population with 

backgrounds and traditions other than Canadian, should be as- 

similated and be made to feel themselves an integral part of 

Canadian national life at the earliest possible date. In this ac- 

complishment every patriotic citizen is interested and as soon 

as he realizes that the cost is part of the price we must pay for 

democracy he will not hesitate to pay. 

INTER-PROVINCIAL MIGRATION AND FEDERAL RESPONSIBILITY 

Because of the absence of legal restrictions on migrations 

from one province to another within the Dominion, the educa- 

tional standard of one province is of grave concern to the other 

provinces. If people migrate from low standard areas to a prov- 

ince of better educational standards, the latter will suffer by 
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the infiltration of ill-equipped masses. It is therefore impera- 

tive that the Federal Government should see to it that the stan- 

dard of education in each province is not kept at a lower level 

than necessary due to financial limitations. 

In England the national attitude toward education has un- 

dergone a marked change, and now few Englishmen question the 

principle that education is a national responsibility. The nation- 

al treasury in England is now responsible for about 55 per cent 

of the cost of local education. Grants for education in the mod- 

ern state are almost indispensable. If the state is federal, the 

grants are made to the constituent parts; if it is unitary the 

grants are made to the local school authorities. 

That a situation similar to our own obtains in the United 

States is shown by the following quotation: 

“Larger participation by the Federal Government in the 

financing of public education has been advocated by many 

students of the problem of educational finance during the 

past two decades. This advocacy is based upon the known 

facts of the lack of significant educational opportunity for 

hundreds of thousands of American boys and girls and upon 
the increasing evidence of the disparity among the states in 
ability to support schools. 

“The obligation of the nation to provide support for 
public education is fundamental. Schools and other means 
of education have been recognized from the beginning of our 
history as necessary for the maintenance of the nation and 
for the prosperity of its people. 

“It was in line with this early appreciation of the im- 
portance of education that action was taken by the Congress 
of the United States in the support of schools. As the 
nation expanded beyond the thirteen original colonies, land 
was set aside in each state by the Federal Government for 
the support of common schools. Later moneys and land 
were provided for the support of higher education. In more 
recent years money has been granted for the development of 

agricultural experiment stations, for vocational education, 
for the rehabilitation of those injured in the Great War, 
for persons disabled in industry, for a programme of educa- 
tion of youth and adults through the extension service of the 
Department of Agriculture, and for many other purposes. 

“But all of the measures taken up to the present time are 
insufficient to meet the legitimate demand for an acceptable 
programme of education for all children and youths through- 

out the nation. There are children in the United States for 
whom no school at all or a very minimum term of three or 
four months is provided. There are others who are taught 
by teachers with inadequate preparation. There are still 
others for whom the necessary books and other educational 
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Supplies are wanting. There are hundreds of thousands 
enrolled in schools in which the opportunities provided are 
limited to a traditional school curriculum which takes little 
or no account of the special aptitudes or abilities of those 
who vary in intelligence, in interests, or in vocational outlook 
from the selected group for whom the schools were originally 
organized. 

“Children who are denied education in the poorer sec- 
tions of the country to-day will live in other parts of the 
United States and will be responsible for government, local, 
state, and national, in the years which lie ahead. From 
those areas in which educational opportunity is most meagre 
there will be recruited the population of our cities.” (John 
and Margaret Norton—“Wealth, Children and Education’, 
Columbia University, 1937). 

The educational expenditure in several states is four times 

that in other states per school child. Carefully constructed in- 

dices of ability to support education reveal that the richest 

states have a capacity to support education equal to five times 

the ability of the poorer states. Still greater variations prevail 

among school districts of a state. 

Because a province is too poor or an area within a province 

is too depressed to furnish an adequate programme of education 

is no fault of the children who are found there. Poorly equipped 

schools, underpaid and dissatisfied teachers cannot produce an 

environment for our children which is conducive to mental 

health and a progressive society. This is one reason for claim- 

ing that education is a national problem and should command a 

national interest. The productivity, the mental tone and the 

outlook of all our people make Canada what it is. If an area is 

depressed, if its children suffer and become disillusioned, the 

effect on the social and economic institutions wrought out of 

the experience of hundreds of years may be disastrous. A spirit 

of reckless and irresponsible experimentation in education may 

result in immeasurable damage to the fabric of society. Recent 

European experience has shown that we cannot afford to permit 

cur young people to become discouraged. 

THE SITUATION IN ALBERTA 

During the past few years the tendency has been for ex- 

penditures on education to decline in the Province, although not 

to the same extent as in the neighbouring Province of Saskat- 

chewan. This decline resulted from two causes. Due to declin- 

ing revenues following the year 1930, the Government could not 

continue to pay the grants to school districts on the same basis 

as prior to that year and because of the necessity for large ex- 

penditures for unemployment relief and other services, it could 
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not continue to allocate as large a proportion of its total avail- 

able revenue to this service as was allocated in pre-depression 

years. But to a greater extent the decline has been due to the 

fact that the boards of trustees of many school districts have 

been obliged, by the ratepayers in their districts, to reduce ex- 

penses to a minimum in order to lighten the burden of taxation 

so difficult to meet when the prices of farm products were so 

low: 

TABLE I.() 

ToTAL AND PER CAPITA EXPENDITURE FOR EDUCATION 

Year Total Per Capita 
1 Ao Al LC) PE rs ORE CE ER cera esaeccos $2,549,850 $4.33 
TOS 1 G3) aad cn cease een ence eee Ree ee cere renee 3,043,714 4.16 

LOSE. coder ceecedecc cet rere per eee tte ee 2,285,350 2.98 

1936). covceeeseccesph vac ice peer eee sees 2,452,317 mal bY 

HOST cu dvncatnaventoouetans eee ate eee ante tne re ee ee 2,552,433 3.30 

(1) Public Accts., Alta., p. 96. 
(2) As at December 31st. 
(3) As at March 31st. 

The extent of the reduction in total Provincial  ex- 

penditures is shown in Table I, from which it will be observed 

that the annual expenditure dropped from over $3,043,714 in 

1931 to $2,285,350 in 1935, or a reduction of over 20 per cent. 

Since 1935 there has been a gradual improvement. An analysis 

of the reductions made, will show that they were not confined to 

any one item in the departmental vote but all items making up 

the total expenditure vote were reduced to a greater or lesser 

degree. Probably the largest single reduction in the various 

votes took place in the vote to the University, where the reduc- 

tion was well over 20 per cent. It is interesting to note from 

Table I that the Province has not been able to maintain the same 

ratio of expenditure since 1921. In that year the per capita 

expenditure was $4.33, a per capita sum which has not been 

equalled since, not even in the years of high prices for farm pro- 

duce prior to the depression years. The explanation, of course, 

lies in the fact that other services were demanding a share of 

the available annual revenue which could not be provided with- 

out reducing somewhat the proportion which had formerly been 

allocated to education. 

This same trend is indicated again in Table II which shows 

that while the total expenditure for education has been greater 

in the years following 1926 than in that year, still the propor- 

tion which the annual expenditure on education bore to the total 

annual expenditure has decreased. Table II also indicates that 

this trend is not peculiar to this Province, but is found follow- 

ing a similar course as shown by an analysis of the expenditures 

of the other Provinces. 
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TABLE i 

PROVINCIAL EXPENDITURES FOR EDUCATION(1) 

Manitoba Saskatchewan Alberta All Provinces 

1926 $2.12(2) 24% (3) | $3.35(2) 33% (3) | $2.24(2) 22% (3) | $25.16(2) 20% (3) 
1929 2.44 21% 3.95 30% 2.61 18% 29.59 17% 
1932 DMPA PAL 2.89 21% 254 20% 28.80 17% 
1935 1.74 14% oll 24% 2.45 18% 26.24 14% 

(1) National Finance Committee, 1936, Bank of Canada. 
(2) Millions. 
(3) Per cent of that year’s net revenue. 

It would appear from this Table, however, that until the 

last two or three years, Alberta has not allocated as large a pro- 

portion of its total expenditure to the welfare of education as 

Manitoba and Saskatchewan have done. This has no doubt 

been due to the pressure on the Provincial Budget of such prob- 

lems as the Northern railways and the irrigation districts. 

A clearer indication of the extent to which Provincial ex- 

penditure for education has declined during the years of depres- 
sion, is found in the record of the annual grants to school districts 

as set out in Table III. 

TAB ICH TUM: 

Rate of Grant| Max. No. of | wax. No. of 
For Year for One Room| days for : ( 
Ended Total Grants Rural Schools which Grant eee ie Paid : rant is 

March 31st (Cents) is Payable Payable 
(Reg. Grant) 

93 Oren... $1,436,265 90 200 160 

OSM secures: 1,766,531 90 200 160 

OS Qian trrec.ce 1,369,499 90 180 160 

NOS Seek reres< arc 1,466,867 90 180 160 

ICR: Gale eee 1,525,632 90 180 160 

IBIS) sajasu eee 1,391,019 90 180 160 

IER! Gcosreceaeaeee 1,451,080 75 200 200 

INS RH “cseceeebectocee 1,585,432 75 200 200 

Prior to 1931, these grants had been paid on the basis of 90 

cents per day for a one-room school, and were payable for not 

more than 200 days in the school year. In the cities where more 

than forty teachers were employed the grant for each elemen- 

tary. room was 70 cents per day and if one hundred or more 

teachers were employed the grant was only 50 cents per day. It 

will be observed that the first change in the basis of payment 

of these grants took place in 1932. In the previous year the 

Province had expended in grants a total of over $1,766,000, al- 

though this expenditure included arrears of approximately 

$200,000 carried over from the previous year. In 1932 due to 
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declining revenues a reduction in these grants was inevitable, 

and the term for which the grant was payable was reduced to 

180 days. Payment on this basis continued until 1936, when the 

rate was reduced to a basis of 75 cents per day for a one-room 

school, but this grant was again paid for a term of not more 

than 200 days, this being the term for which grants were paid 

in the Province until 1931. Where more than forty teachers are 

employed, the grant is 65 cents per day and where more than 

one hundred the grant is 45 cents per day. 

It must be admitted, therefore, that Provincial assistance to 

elementary education has declined during the depression years. 

This decline, however, has probably not reacted as severely 

upon the rural schools, as would otherwise have been the case 

were it not for a system of special grants inaugurated in 1926, 

and known as the Special Assessment Grants. There have at 

all times been wide variations in the assessed values of property 

in the several school districts in the Province. Out of 3,395 

districts for which we have data, 160 have a total assessment 

of less than $20,000; 35 have a total assessment of less than 

$10,000. On the other hand, 178 districts have a total assess- 

ment of over $200,000. 

The districts with a total assessed value of less than $70,000, 

created a special problem with respect to rural education. The 

low assessment may have resulted from any one or a combi- 

nation of three or four causes. Such a district, for example, 

might lie in the drought area, or it might lie on the fringes of 

the settled area and in itself consist of an area but slightly set- 

tled, or again the district may have been recently formed by 

settlers in the wooded area and the assessed values would be 

small by reason of the fact that but little clearing had been 
done and very few improvements created. In any event by 

reason of the low total assessment the district could not provide 

for full school time even with the assistance of the regular 

grants from the Government. Recognizing these conditions, the 

Provincial Government in 1926 inaugurated the system of Spe- 

cial Assessment Grants to be paid on the following basis: Where 

the total assessed value was between $70,000 and $75,000, an 

additional grant of 20 cents per day was paid. If the assessment 

was between $65,000 and $70,000, the grant was increased to 

40 cents per day. If the assessment was between $60,000 and 

$65,000, the grant was increased to 60 cents per day. That is, 

for each drop of $5,000 in assessment the rate of this special 

grant was increased by 20 cents per day until a maximum of 

$2.80 per day was reached if the total assessment was below 

$10,000. 
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Under this provision the following sums have been paid by 

way of special grants to these weaker districts since 1930: 

He ea RO Gd eaten eet eniac este So axnsasoenss $ 125,354 

DS Lament crs tas skontnnescnsayressanasancareaseencansascaee 216,650 

LIEU RIA os ar ae dees ee bch ee en a 153,995 

LIES BN eae RR ee ere ee ee eee 188,686 

ED aR ON Coe a SAO crea ott sansa gdbte ates 203,883 

dL OSD Rear eeere ste tet cncle stice tte vdestvonions Setevssverosconets 193,463 

OS Gimrreee ite cs ones acne Heute dado ee casoSshesacnudest set 230,123 

BIAS Wi lesa dee nee PE 289,485 

FEO A prea cater et hence eee de See $1,601,639 

The above amounts of course are included in the amounts of the 

total annual grants as set out in Table III. The necessity for 

providing these special grants, of course, was a contributing fac- 

tor in the reduction in the amount of the regular grant as set 

out in Table III. 

While the reduction in the Provincial grants, as set out above, 

has undoubtedly had an effect in reducing the standard of 

service rendered during the depression years in the rural dis- 

tricts, the effect was very much accentuated by the inability or 

reluctance of the rural taxpayers to meet the ordinary costs of 

rural education, particularly during the years of very low prices. 

It is estimated that in the rural districts the Provincial grant 

meets about 25 per cent of the cost of education. The balance 

of the cost has to be met by school taxes levied by the School 

Districts either directly, as in the case of School Districts in the 

Improvement Districts, or through the Municipal Districts where 

the latter are collecting agents for the School Districts. Until 

recently, rural education in this Province as in other Provinces 

of Canada was organized on the basis of the small school unit ~ 

with each rural district having its separate Board of Trustees 

who were responsible for the upkeep, furnishing and mainten- 

ance of the rural schools including the engagement of teachers 

and the payment of their salaries. The small size of the unit 

had the effect of making the Board of Trustees very suscept- 

ible to the demands of the ratepayers in the district. It is prob- 

ably true that the extremely low prices prevailing, especially 

during 1931, 1932, and 1933, had a moral effect upon the people 

even beyond what the incomes from the farms may have war- 

ranted, in the attitude towards the payment of taxes. Undoubt- 

edly the trustees met a widespread demand for the reduction of 

school costs to the absolute minimum. Unfortunately this had 

its effect upon the salaries which these boards were prepared 

to pay to teachers. While teachers’ salaries in the Province did 
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not sink to the low levels reached in other Provinces, neverthe- 

less they did reach low levels as indicated by Table IV. As shown 

by this table the lowest salary paid in 1935 was $350.00 and in 

many cases even the low salaries prevailing were not collected 

in full. 

TABLE IV. 
TEACHERS’ SALARIES, ALBERTA SCHOOLS, FISCAL YEAR 1934-35(1) 

Salaries Paid 
Number 

Class of Certificate of 
Teachers Highest Lowest Average 

Academic, High School 
and First (Male) 1,065 $3,950 $ 450 $1,270 

Academic, High School 
and First (Female)........ 1,758 3,250 400 952 

Second s(\Vaile) saeeeeeneece 766 3,350 400 869 
second (Hemale)y nas APIA 3,250 350 849 
hind. (Male) ie eee iki 840 475 608 
hinds (hemale) acess) ae 22 1,200 400 663 
Vocational and Special 

(Male) ie. eee ees 46 3,700 1,400 Zoe, 
Vocational and Special 

(Remale) ete 16 3,000 1,250 1,888 

(1) Department of Education Annual Report, 1935, p. 109. 

In Table V the average salary paid to Alberta teachers in 

the fiscal year 1934-35 is contrasted with the average salaries 

paid in a typical pre-depression year, namely the fiscal year 

1924-25. This indicates that the rura! school teachers had their 

salaries reduced by as much as 30 per cent. As these figures are 

based on averages, however, it is no doubt true that in individual 

cases the salaries were reduced to an even greater extent. Under 

the School Act of the Province a minimum salary is provided 

and a School District cannot enter into a contract with a teacher 

at a lower salary than the minimum provided without the ap- 

proval of the Inspector and later without the approval of the 

Minister. This provision probably prevented salaries in this Prov- 

ince being reduced to even lower levels than they were. Arrears 

of salaries reached a total at December 31st, 1936, of $304,000, 

which in itself indicates the inability of the School Districts to col- 

lect the normal amount of school taxes. It must be remembered 
also that population in Alberta has steadily increased even dur- 
ing the depression period. From 1928 to 1934 the school popu- 
lation increased from 159,000 to 172,000. As the amount of the 
annual school grants decreased during that period, it is obvious 
that when spread over the larger number of schools the con- 
tribution provided a smaller amount of assistance than during 
the pre-depression years, 
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Speaking generally, Alberta may be said to have only re- 

cently emerged from what might be termed the pioneer stage 

of development. There is still a heavy debenture debt resting 

upon the School Districts which is estimated at about 10 million 

dollars. While in many of the better and older settled areas a 

very substantial type of school building may be found, still in 

many other districts the school building is not of a substantial 

or permanent type and replacements must be made. One In- 

spector of schools states that within the next five or six years 

90 per cent of the school buildings in his district will have to be 

replaced. In 1934, 402 school districts were in default in deben- 

ture interest. About 25 districts are in charge of Official 

Trustees although it may be admitted this is due to causes 

other than the inability of the districts to meet the financial 

responsibility of carrying on the schools. 

Even in the cities proper provision for housing accom- 

modation to meet the increasing school population has not been 

possible. In Edmonton, for example, there are only two build- 

ings which were originally erected to accommodate high school 

students. One has a, normal capacity of 456 pupils but has been 

trying to accommodate 650. There are over 3,000 high school 

students in the city, most of whom are still being accommodated 

in elementary school buildings. Many pupils must shift to three 

different schools to finish their four year course. The Technical 

TABLE V. 

AVERAGE SALARY OF ALBERTA TEACHERS, 1935(1) 

No. of ; 2 Decrease 
Type of School Teachers ee Sees eacimce 

1934-35 | 1924-25 

IRE! SO DOOUS, saoccssansceonceoote 3,644 $1,030 3 es} 29.85% 
(Wi ognA SCOVOONS, ccctscccuhlece 227.6 (rn a 13 6 OlEaE Maite ater 
Ronan SOMOOMS oop cbceconeteoodec 1,479 1,599 WSN 1.385% 
Neila SEES ChOOl Sines. 345 1,253 981 21.70% 
Separate Schools .............. 201 alt 1,001 122% 
Consolidated and Rural 
IBGE SOMOS ceccsoocecooccoan: 242, | 1,230 960 21.92% 

PRU SS @MOOUS .dsncpcthentoocnonc 5,911 1,193 971 18.61% 

(1) Department of Education Annual Report, 1935, p. 109. 

School in this city is conducted in a structure originally built 

for a public market. What has been said of Edmonton may also 

be said of other communities. It is difficult to maintain a sound 

morale and esprit de corps under such conditions and the long 

term implications of such inadequate facilities are not pleasant 

to contemplate. 
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The fact that many of the school districts have only 

recently passed from the pioneer stage of development while 

many are still in that stage has its effect in the general equip- 

ment provided for instructional work. This is particularly illus- 

trated in the very small provision that has so far been possible 

for school libraries. The Provincial Government has not been 

able to allocate any considerable amount for this purpose and 

the school districts have been unable to make much provision 

by themselves. A grant in library books averaging from ten to 

thirty dollars per year, depending on the grading received from 

the local inspector, is paid to new school districts for their first 

six years of operation. There are school districts in, this prov- 

ince which have no libraries at all, while some have bought 

practically no books for as much as fifteen years. In 1934 it is 

estimated that the rural schools of Alberta spent only eight 

cents per pupil for library and reference books and much of this 

expenditure was confined to newly organized districts. The im- 

possibility of giving adequate instruction under these conditions 

is obvious. 

Some assistance to school districts is given by the Provincial 

Government in providing free school texts for the pupils. So far 

this assistance has been confined to providing readers. The 

amount contributed for this purpose has varied in different 

years as shown by the following figures: 

TOQ6  cccssesceseceecence see oeceeceeeseatee eee ene nee eee $44,891 

1929-30 « c.ccctexc.cesedense teecosteenartieee=speetane mentees 45,576 

1934=35 cis See ace t te gee eee ee ee eee 10,647 

1935-36: sidcceaceneee cos eeeapeean eee ee 59,677 

W936 HBT» sceoseacasecies snscgee acetate uae: eee eee a 17,630 

A problem of particular difficulty is found in the inspection 

of rural schools on account of the large distances existing be- 

tween schools in this Province as compared with the older 

Provinces. This limits the number of inspections which it is 

possible for an inspector to make in the course of a year. The 

mileage which an inspector must travel in covering his district 

has its effect in the cost of such inspection. The following 

figures indicate the amount spent for this purpose: 

1926) Glstimated)) een eee $118,090 

1929=30 is ccc ceseeceee debt eee eee 132,950 

1934-35. (GEStinne ted) meee nereee eee eee eee 127,700 

1935=36"” GE:Stinia tec meee scat eee een 126,750 

1936-37 GWshiniauec)) meee eee nS eee 

It must be frankly admitted that it has not been possible to 

provide an adequate degree of inspection, 
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Believing that education in the rural areas could not be 

adequately organized on the basis of the small local school 

districts, the Provincial Government has recently undertaken a 

re-organization on the basis of a larger unit. Legislation was 

passed in 1936 authorizing the Minister, upon being satisfied 

that it was in the interests of education to do so, to consolidate 

the small units into larger school divisions. So far 22 large 

school divisions have been organized as shown in the accompany- 

ing table. It will be noted that the smallest of these comprises 

30 former districts and the largest embraces 115. Altogether 

about 1,500 districts are now consolidated into 22 larger units 

with an average of about 70 former districts to a unit. It is the 

belief of the Government that the organization of these larger 

units will go far in assisting more efficient inspection, the pay- 

ment of better salaries to teachers and a greater general 

efficiency in the operation of schools. Even with the consolida- 

tion the Province will be unable to cope with the increasing de- 

mands of education on its present restricted sources of revenue. 

TABLE VI. 

ENLARGED SCHOOL DIVISIONS 

Number of School Districts 
No. Name of Division in Division 

1 BYR AR Cigeel a Sek Aa ee eee re 30 
72 Sie las Ge IVCK eke meee tene cae ceo recetenncees 56 
3 BLOM C110 S teers aac merece aha eoaoumeeceteieesmateaes: IHS 
4 (CRI ORR EIS, < sae Nie a cer ae ea eee 70 
5) MU yam EAS Cranes a ecteeesetroecns eve scctoe veurce seauenne ceaven 49 
6 TISAI CR eee Ree etre ach anil. ARE aR aco 61 
a Neetu lel CS ommmne eeersncare recta es eriaeeeenes sano see esac 65 
8 PICA Lane ee Re na ea OM teeter ceeh caee nea st 99 
9 SU tevin ae sa Oe ee ek ee tetiess ee Raw seeeorcyaenenticoees 91 

10 GA COREG LUCE Beene fice tcc acer neers neues 56 
ial TA CRS LOMA TITUC rece cce casas mec nrerceedoneanti nares 69 

12 IPYeveoll aualkel, nosanaseencunconsadcenoantinant Renacucsecrnecc aoe cen rere 44 

13 (GiiGnqeie IBN ocean cesar dedeodse stiodnca ocoseqocneneeneene 77 

14 @randem@ Prairie Heres sacs eee nce: 85 

15 OC keyael VIO UIC Ata eenee tee fecte seas eee cel 74 

16 IN tii ellom EL oieretprn tacreewton, cave acecoeo hese cecer 59 

iy TOAST eee eee ete en esta bocce eae 76 

18 ETFS TINO 11 ee eee sal Rema tte Marcos « elena 53 

19 Vegreville 65 

20 Caranosemen 69 

21 IM yee) Jeb 3: 59 
22 Weller 2 -sescdnadeee 69 

I QIARING Iie np abu een ae ceeamesee er apa havonbonnebaceoae 1,491 

Under the terms of the British North America Act, educa- 

tion is one of the subjects assigned exclusively to the legislative 

authority of the Province. Probably in no other field does the 

anomaly of the authority allocated to the Provinces on the one 

hand and the narrow basis of taxation assigned to the Provinces 

on the other become so apparent as with respect to education. 
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The cause is easily traceable by reference to history. It must be 

remembered that it was only in 1870 that the first legislation 

was passed in England establishing public elementary schools. 

After making every allowance for the greater social progress 

that had then taken place in the New World, it is hardly possible 

that the Fathers of Confederation could have envisioned such a 

development in this field of public service as would result in a 

Province expending annually for education more than the total 

subsidies received annually from the Dominion. Much less could 

they envision the demand that would develop for technical, 

agricultural and vocational instruction or that would develop in 

the realm of higher education. 

It must be apparent that a nation cannot compete success- 

fully today with other nations if the entire responsibility for 

educational training and scientific research is left to the care 

of a Province or State with limited financial resources. 

The Dominion Government has already accepted a limited 

responsibility with respect to educational development in Canada. 

In the early years of the present century there was much dis- 

cussion about the exodus of people from the farm to the city, 

about the need of encouraging a more diversified agriculture, 

and about the need of carrying scientific knowledge to the farm. 

In 1913 the Dominion Government provided for the distribu- 

tion to the Provincial Governments over a ten-year period of 

$10,000,000 in aid of agricultural education. Each Province was 

to receive a flat sum of $20,000 per year and the balance was 

divided upon a population basis. The purposes for which the 

grants were to be spent were not exactly specified and the Prov- 

inces were not required to equal the Dominion allotment from 

Provincial funds. 

This was the first Dominion grant-in-aid and the results 

under it were not entirely satisfactory. This was due to faulty 

statutory requirements and ineffective administration. Alberta 

spent over $1,000,000 on plant and equipment and began a 

system of vocational agricultural schools and thus qualified for 

the grant. It is generally conceded that Alberta spent its grant 

wisely. After the withdrawal of the grant, the Province found 

it necessary to close all the schools except two. The Province 

could not resist the pressure to accept the grants, and if such 
conditional subsidies are continued it should be under conditions 
which will not leave the Province with burdens assumed which 
it cannot continue to carry. 

. Dissatisfaction with liberal education and the comparative 
failure of the apprentice system, turned public attention to the 
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need for publicly supported technical education after 1900. In 
1913 a Royal Commission reported in favor of Dominion grants 
for technical education on the ground that since technical educa- 
tion might give a stimulus to national development, the Federal 

Government had both an interest and a responsibility. 

In 1919 a Dominion Act provided for $10,000,000 to be spent 

over ten years. A flat annual grant of $10,000 was to be given 

to each Province and the balance divided upon a population 

basis. The grants were contingent upon expenditure by a Prov- 

ince of an amount at least equal to what it received from the 

Federal Government. The Province qualified for this grant by 

Spending nearly one and one-half million dollars on the Calgary 

technical school and has had to support the project since. 

In 1931 a new measure for the promotion of vocational 

education was passed, providing $750,000 annually for a period 

of fifteen years. Under this Act the Province was not required 

to spend annually an equal amount as was allotted to it by the 

Dominion. In 1937, $1,000,000 was voted “‘to provide for develop- 

ment and training projects for unemployed young people.” 

Because of the supreme importance and the expensive 

character of technical and agricultural vocational education, it 

is proposed that special provision be made for such types of 

training. The 1931 vote of $750,000 for technical education does 

not make adequate provision. The Federal-Provincial youth 

training programme of 1937, discussed above, is essentially a re- 

lief measure although the funds are not strictly limited to those 

on relief. While general liberal education should not be neglected, 

as already stated, it is now universally recognized that we are 

living in a highly technological age and education should be re- 

designed to impart skill to each child according to his aptitude. 

Agriculture is not, as some seem to think, a matter of mere 

brawn. Crop rotation, weed control, seed selection and animal 

husbandry are all subjects to which the schools in rural areas 

must direct themselves. The Thatcher rust-resistant wheat was 

developed at the University of Minnesota, but it will be of 

more significance to the Prairie Provinces than to Minnesota. 

Canadian wheat has commanded a premium on world markets; 

but information at hand indicates that several other nations, by 

means of extensive experimentation, are encroaching on the 

Canadian differential. The long growing day, the cool nights and 

the Prairie Province soils all have contributed to this superiority. 

But if this advantage is to be retained more experimentation must 

take place and the results of the experiments must be made known 

to the farmers. The local agricultural vocational schools are in 
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Vocational training in domestic science and service and 

mechanical trades is becoming of increasing importance. This 

type of training lifts the worker above the dead level of unskilled 

labor. It raises the productivity of the people of a community 

and enhances the standard of living. However, it is costly edu- 

cation because of the need of special equipment and teaching 

skills. The accompanying tabulation indicates the costly charac- 

ter of vocational teaching personnel: 

Average 

Class of Teacher Salary 

Academic High School (Male) ................- $1,270 

Academic High School (Female) ........... 952 

Vocational and Special (Male) ................. 2,312 

Vocational and Special (Female) ........... 1,888 

Imparting some special skill to students not only has the ef- 

fect of raising the productivity of society but it has a wholesome 

psychological effect on the youth of the land. It imparts a feel- 

ing of confidence and courage to the citizens who will be voters 

tomorrow. 

The University of Alberta was established in 1908, just three 

years after the Province was formed. Apart from an endowment 

of $650,000, the larger part of which was provided by the Rocke- 

feller Foundation, in aid of medical education, the University is 

entirely supported by its tuition fees and annual grants from the 

Government of Alberta. In 1931-32 this grant amounted to $588,- 

388, while in 1936-37 this had declined to $399,650. Besides, the 

smaller sum must be spread over more than two hundred addi- 

tional students. 

The Province is giving what assistance it can, but this as- 

sistance is not adequate for the important work which might be 

carried on by this institution and any survey of the financial 

problem confronting the Government of Alberta does not offer 

much hope that any more generous contribution can be made by 

the Provincial Government in the near future. 

OUR PROPOSALS 

The foregoing analys‘s reveals the plight of education gen- 

erally in the Province. If all children in Alberta are to 

receive reasonably uniform educational opportunities, it would 

seem that the Province will have to come to the aid of education 

to an increasing extent. But this the Province cannot do under 

present circumstances unless it is relieved of other obligations. 

It is proposed therefore that the Dominion Government embark 

upon an extended and continued programme of aid to education. 

It is suggested that this assistance might be in the nature of a 
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grant-in-aid for the general assistance of education in the Prov- 
ince, or if this is not considered desirable by the Federal Gov- 
ernment, at least that Government should institute larger 
grants-in-aid for the support and assistance of technical and 
agricultural education and for the maintenance and support of 
universities. 

If grants-in-aid are to serve the most useful purpose, they 
must be made on some basis other than population. Mere popu- 
lation grants may tend to transfer some funds from the richer to 
the poorer Provinces if the Dominion Government has a progres- 
Sive tax structure; they are not very satisfactory, however, for 
the reason that large sums must be given to the richer Provinces 
before sufficient aid is given to the poorer ones.) Unless an 
improved index is devised, the best index is probably the assess- 
ment of Federal income tax. The following tabulation indicates 
that the amount of income assessed for the purposes of the 
Dominion Income War Tax varied greatly in the several 
Provinces. 

TABLE VII. 

Amounts PER Capita ofr INCOME ASSESSED FOR 
THE PURPOSE OF INCOME War Tax, 1932-36(2) 

IAS AT CIG WATsmemte essere ea rec i tinusu teen cous $ 20.33 
Prema Tehweheel MSUMELANC | coooaaoscocnoonicanedssecceno 29.32 
ING War ES EUAS WACK Benes tate e ck sect ah ees 37.89 
INFOWElas S COP mme ern re te ee teens 42.64 
TUN OVEN EL, et Ree ee a ee 52.58 
INVISTONGEO TOE), < Aa ee vier ate pay einer ae eae eles 
QUCD ESCH ern ese etc te eta couse 90.82 
JBYeGIaY (CONTRA OME sa aoacceerpesow sadecrocaondeankeoneene IIS 
(ONTHIEHENG)) 1 ahecaee Re eee Ue Rete Ane 136.18 
(GENORYCIE I fA cea taaeh  aA eA Gr BE i in Re oe 91.90 

However, taxable capacity is not the only factor which should 

be considered in the making of grants. The needs of the services 

in question should be considered as well. Thus if a province has 

an unusually high proportion of population of school age it may 

need more help. 

There are other objective techniques which may be adopted 

to divide Federal grants.) “For example, a careful study might 

place the lowest cost at which a service could be satisfactorily 

performed at $100 per person served. The grant might then be 

$100 per person served less .2 per cent (for illustration) of the 

assessment for Federal income tax in the Province. The kind 

of calculation intended is illustrated in Table VIII. 

(1) In The Old Age Pensions Act the Dominion has thrown overboard the principle of 
grants in proportion to population, another method of aid in proportion to 
provincial expenditure being adopted instead. This method may or may not meet 
provincial need. but it emphasizes that the old principle of grants in proportion to 
population is unworkable, in this instance at least. ; 

(2) Based on 1931 census figures and five year average of income assessed as set forth 
in Table 38, Canada Year Book, 1937. : ; ; 

(3) See, M. A. Cameron, ‘‘Financing of Education in Ontario”, University of Toronto, 
1936. 
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“The subtraction of an equalization factor in this way 

diverts funds in the direction of the poorer provinces... . 

“The term ‘weighted population’ is introduced in the 

English Local Government Act of 1929 to describe a means 

of apportioning grants to localities on the basis of population 

corrected for differences in local need for assistance. To 

apply this method to Canadian conditions would require that 
a certain sum be decided upon as the amount of Federal aid 
to be distributed. This amount (say $25,000,000) would be 

fixed for a period of years, at the end of which the whole 
arrangement would be subject to review. The amount fixed 
for division would be apportioned among the provinces in 
proportion to their weighted populations. This would be 
the actual population, increased according to certain meas- 
ures of need. For example, if the Federal assessment for in- 
come tax varied from $50 to $200 per head, the actual popu- 
lation of a province might be increased by the ratio which 
$200 bears to the actual Federal assessment per capita, i.e., a 
Province whose assessment per capita was $100 would have 
its population multiplied by two. Again, provinces having 
large numbers of children or old people in their population 
would have their weighted population increased so that they 
would be entitled to a greater share of the general grant. 
Similar corrections could be made for any relevant factor, 
such as the percentage of unemployed, etc. The apportion- 
ment, once settled, would be undisturbed for the remainder 

of the grant period.” 

The advantage of such an index of need is obvious. Instead 

of each province going separately to Ottawa demanding “better 

terms,” the division of Federal aid would be made among all the 

Provinces by experts on a non-political basis. The effect would 

be to establish uniform minimum standards among the Prov- 

inces and this would operate to the advantage of all the people 

in Canada. 

Other parts of this volume have demonstrated the financial 

difficulties of the local school authorities in Alberta. The Pro- 

vincial treasury, although making an educational grant of 24 per 

cent to the rural communities and seven per cent to the cities, 

finds this a serious burden and is not likely under the present 

circumstances to be in a position to increase the grants. 
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TABLE VIII. 

ee eae i A Ramer of 2 Cost es 

ee eancome re beer Capita We nec nem coh eee 
Assessment Service (Per Person) 

Province A 
(a poor 
province) 400,000 |$ 17,000,000; $ 42.50 5,000 $100 

Province B 
(a wealthy 
province) 3,500,000 | 600,000,000 171.40 30,000 100 

pene on Province A Province B 

INGE REA Ficies 5,000 x $100 =$500,000 30,000 x $100=$3,000,000 

Subtraction of 
equalization 
TACT OL Meee .2% of $17,000,000=$34,000|.2% of $600,000,000=$1,200,000 

(GUEBIOUR ~asssneannenneees $466,000 $1,800,000 

Grant per 
(CBYOME, sranneccatee $1.16 $0.51 



CHAPTER XIl. 

Social Services 

1. PUBLIC HEALTH 

Public health work has come to be recognized as one of the 

main responsibilities of a Government. In fact, before Alberta 

became a Province, certain public health activities were under- 

taken in the territory. It was not until about the time of the 

Great War, however, that Governments began to show a greater 

interest in the health of the people. For example, as a step to- 

wards social reform and reconstrution after the War, the Fed- 

eral Government in 1919 offered to the Provincial Governments 

grants-in-aid for the combatting of venereal disease. The sum 

of $180,000 was to be divided among the Provinces on a popula- 

tion basis.) 

The general plan was worked out at a conference of repre- 

sentatives of the Provinces and the Dominion. From the con- 

ference was formed the Dominion Council of Health, which 

aimed to co-ordinate the health activities of the Provinces and 

of the Dominion. As usual, an agreement between the Federal 

and Provincial officials had to be made for each Province, and 

this called for the establishment by the Province of free clinics 

for the treatment of venereal disease, hospital beds for indoor 

patients, treatment of jail inmates, and appointment of a spec- 

ially trained medical director, to oversee and guide the work in 

each Province. There was, moreover, to be inspection by a Fed- 

eral officer to see that the agreements were being carried out. 

All the Provinces, except Prince Edward Island, prepared 

to earn the subsidy, and by 1922, practically the whole grant was 

being distributed. Over fifty clinics were in operation, and edu- 

cational work was being carried on by lectures and distribution 

of literature. 

The Federal grant, however, was not statutory, and its con- 

tinuance depended upon the annual vote of parliament. In 1924 

the amount was reduced to $150,000. Against this there was 

considerable protest, and when in 1925 the Government pre- 

pared to reduce the grant to $100,000, the reaction was so vig- 

orous, that $25,000 was added in the supplementary budget. 

The Government declared, however, that the organization period 

for this work was over, and that the Provinces ought to carry on 

(1) See, Maxwell, op. cit. p. 225. 
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alone and were able to do so. Two years later (for the year 

1927-28) the subsidy was reduced to $100,000, and in 1932 it 

was eliminated. This is another instance of the Dominion en- 

couraging the Province to embark on a new enterprise, and then 

withdrawing support, after the Province is committed to the 
expenditure. 

It would seem that for this expenditure—a total of $1,722,300 

over a period of thirteen years—excellent results were obtained. 

The grant was begun at a time when public interest in this, and 

related questions of public health, was high. The Provinces were 
ready to follow a lead. Undoubtedly, many of them would have 
developed agencies for combatting venereal disease without 

Federal aid; but some would have lagged. Besides, a co-ordin- 

ated plan was of considerable value. 

At present, the chief functions of the Dominion health divi- 

sion are: To protect the country against the entrance of infec- 

tious disease; to exclude immigrants who might become a charge 

upon the country; to treat sick and injured mariners; to see that 

men employed on public construction work are provided with 

proper medical care; to set the standards and control the quality 

of food and drugs, except export meat and canned goods, which 

are under the Department of Agriculture; to control proprietary 

medicines and the importation and exportation of habit-forming 

drugs, such as morphine, cocaine, etc.; to care for lepers, and 

to co-operate with the Provinces with a view to preserving and 

improving the public health. 

The Government of Alberta takes the stand that Federal 

grants which operate for a temporary or uncertain period are 

not satisfactory, as the Province assumes certain duties by rea- 

son of the grants, and finds it difficult to terminate a service 

after the Federal grant ceases. It is further contended that 

the Dominion Government should make permanent grants for 

the treatment of venereal diseases as, in view of the transient 

nature of a portion of the population, this is obviously a matter 

of national concern. 

Dominion expenditures for all Canada under the Health 

Division have been amounting to less than $1,000,000 annually, 

or less than 10 cents per capita in recent years, as the accom- 

panying table indicates. 

DOMINION EXPENDITURES ON HEALTH (1) 

CS ecco fae age RbVcer Sa choc PREC ROeTEee eee ae Cone $1,342,000 
IED Meee ee carseat ale ssrtaal oct Sere efit Petras Bae pina doen bise 1,246,000 
LIS SOS cones teteincotee saimindacr arta teceeneird oko ee oareee en erp ACE 924,000 
US pees eee Sect ain eee eee cart eabearrpnaivabosbvesd 802,000 
UP BSS) cies babe APA cicero 809,000 
DDS Oe woke ob tensa sucaisash snot sudo ndeicost sca vaasuninanietinedsaen 993,000 

(1) Canada Year Book, 1937, 
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In 1906, a Provincial health officer was appointed in Alberta 

and made responsible for various health activities. In 1919, a 

Department of Public Health was created with a Minister of the 

Crown in charge. Directors with special qualifications for the 

work are in charge of each of the following divisions: 

Hospital Inspection; 
Communicable Diseases; 
Laboratory; 
Public Health Nursing; 
Municipal Hospitals; 
Social Hygiene (Venereal Disease Prevention and Control) ; 

Sanitary Engineering and Sanitation; 
Dental Hygiene; 
Mental Health; 
Public Health Education; 

Provincial Institutions: 
Central Alberta Sanatorium, Calgary, with accommodation for 210 

patients; 

Provincial Mental Hospital, Ponoka, with accommodation for 1,100 

patients; 
Provincial Mental Institute, Oliver, with accommodation for 350 

patients; 
Provincial Training School for Mental Defectives, Red Deer, with 

accommodation for 200 patients; 

Provincial Auxiliary Hospital, Claresholm, with accommodation for 

100 patients. 

Vital Statistics; 
General Administration. 

The functions carried on under these several divisions need 

not be described in detail. However, several special problems 

which have arisen in Alberta must be described. The scattered 

character of the settlement in the Province has been emphasized 

in other Sections. In regard to public health, problems have 

arisen which are traceable in part to the manner of settlement. 

The lack of hospital facilities, especially in rural areas, towns 

and villages, has been a serious problem. Much evidence is 

available that the lack of medical and hospital service is a real 

cause of unrest in the rural areas, and leads to the abandonment 

of farm land in order that these facilities may be obtained. 

As a partial solution to this problem, Alberta in 1917 passed 

The Municipal Hospitals Act. Up to 1937, twenty-two hospital 

districts had been created, providing beds for 800 patients. 

The typical municipal hospital serves an area of 900 square miles 

containing a population of 5,100. In 1933, tax revenues at about 

3 cents per acre furnished $287,000 (47 per cent) out of total 

receipts of $616,000. Patients paying $1.00 a day paid $232,000 

(38 per cent), and the Province provided a grant of $73,000 (12 

per cent); the balance of $24,000 (4 per cent) came from other 

sources. Half of the rural population is served by these hos- 

pitals. 
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A hospital district comprising several municipalities is desig- 
nated by the Minister of Health after application has been duly 
made by the ratepayers. A vote is held on the proposal, two- 
thirds majority being required for its approval. Funds are 
raised by an issue of debentures, which are retired over a term 
of years. All assessable land in a hospital district contributes 
towards its support, the average tax per acre not exceeding 3 
cents, or less than $5.00 per quarter section. All hospital rate- 
payers or supporters (for example, farm hands, who usually pay 
$6.00 a year) and their families are entitled to hospitalization at 
about $1.00 a day. The rate for village and town payers is 
usually about the same as for “supporters.” 

These institutions, constituting a form of health insurance, 

are thus the property of the people in the hospital district. They 

are maintained by the elected representatives of the ratepayers 

whom they serve. In 1927 every municipal hospital had a sur- 

plus, and with one or two exceptions all have been a financial 
success. 

The travelling health clinic, another institution indigenous 

to Alberta, was organized for the purpose of providing dental 

and surgical service among school children in the country dis- 

tricts. Starting in 1921 as a travelling dental clinic, in 1924 it 

added a physician and nurse. The demand for its services has 

always exceeded its ability to supply them. In 1927, then man- 

ned by a surgeon and assistant, dentist and nurses, it was able 

to reach only 40 of the 122 centres formed. 

The travelling clinic is perhaps the most outstanding work 

of a special nature undertaken by the Department of Health in 

recent years. In isolated districts, far from railway, hospital 

and medical service, the work of the district nurse often presents 

problems, the solution of which taxes her ingenuity. In such a 

contingency, the Travelling Clinic was born. Often in the course 

of her work the nurse discovered—as she still discovers—chil- 

dren in urgent need of medical, surgical or dental attention, but 

owing to the distance from a hospital and physician and the ex- 

pense involved, it was rarely possible to obtain this attention. 

Seeking relief from such conditions, a plan of action was evolved. 

A number of such cases were assembled at central points and a 

doctor invited to make a visit and perform the operation found 

necessary at a special rate. In the fall of 1926 the experiment 

of placing the Clinic on a partly self-supporting basis was tried, 

and on the experience gained in these experiments was based the 

policy of the Clinic as it has operated since that time. During 

the winter of 1926 and 1927, requests for the services of the 
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clinic became so numerous, that thorough organization became 

necessary, and an adequate plan of operation was devised for 

carrying on the work. Secretaries of school boards, women’s 

organizations and other interested bodies were advised of the 

conditions under which the Clinic would visit their districts. 

(The Clinic only visits places to which it is invited.) Following 

the request for the Clinic, the chief conditions are that at least 

twelve school districts shall combine for clinic purposes, and that 

a local committee be formed to arrange the details in connection 

with the Clinic, such as the provision of a suitable building, water 

supply, heat, beds, bedding, etc., and in certain cases to act in 

an advisory capacity. On the completion of the local organiza- 

tion, a public health nurse makes a preliminary inspection of all 

school children in the district and recommends to the Clinic all 

whom she considers should be examined by the physicians and 

dentists attached to the staff of the Clinic. The committee is 

later advised as to the date on which the Clinic will arrive. 

The personnel of the Clinic as operated in 1936 was as fol- 

lows: A surgeon, in charge; an examining physician and anaes- 

thetist; two dentists and four nurses. On the first day of the 

Clinic both physicians and one dentist are engaged in the exam- 

ination of patients, and parents are advised to have those re- 

quiring operations return the following day. The other dentist 

carries on dental treatments and the nurses take charge of the 

clerical work and the organization required. On the second day 

the one dentist carries on with dental treatment and the rest 

of the staff is engaged in the operating room and the improvised 

hospital ward. The second dentist does the extractions for which 

general anaesthesia are required. The operating staff consists 

of a surgeon, anaesthetist and surgical nurse. One nurse is in 

charge of the sterilization of instruments and supplies and the 

other two nurses have charge of the patients before and follow- 

ing operation. Patients operated on remain in the improvised 

hospital ward until the following day. On the third day the Clinic 

moves on to the next centre, the itinerary being arranged so that 

this is within easy access. The parents are present during the ex- 

amination of the children, and this offers an exceptional op- 

portunity to impart health instruction, of which full advantage 

is taken. 

The outstanding features of the Clinic are: Physical and 

dental examinations, minor surgery, dentistry, and health educa- 

tion by precept and example during the two-day period of 

intimate contact with both patients and parents. A charge 

of $15.00 is made for tonsil and adenoid operations and a pro- 
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portionate charge for other minor operations. The charge for 
extraction of teeth is from 50 cents up to $1.00 and for fillings 
from $1.00 to $2.00. No charge is made where financial circum- 
stances are such that parents are unable to pay for this service. 
Physicians practising in proximity to districts visited are notified 
in advance of the visit of the Clinic and invited to co-operate in 
its work, and children examined at the Clinic are referred to the 
family physician for the after-treatment which may be indicated. 
Following the completion of the itinerary a circular letter and a 
rogress report form is sent to the parents of children examined. 

The parents are asked to complete these forms and return them 
to the Department. In this way it is possible to appraise the 
service from the physical as well as the educational point of view. 

Several districts have made satisfactory arrangements with 
local physicians for a service similar to that given by the Travel- 
ling Clinic. At the request of local physicians in several districts, 
the Department has sent public health nurses to make the pre- 
liminary school survey and the doctors have arranged to do the 
operative work found necessary at practically the same rate as 
the Clinic. 

Following is a brief summary of the work of the Travelling 
Clinic from its inception up to the end of 1936: 

SERVICE No. 

(CHUAN TEWSUG) aict dacestusals ates se aR SRR a i ne le Ste ee en eek 292 
Children inspected by Public Health nurses preceding clinic 

(CHS). INGIEY KAUR) enctetadoek to ee sae OE EEC RE Soe RS ee 360,000 
SCM OOM TSC CESa© OVIELEE teres eesce ieecerton reeds tat cans svstsisttie eens neko 2,294 
Planysn@all ISpxeMgoMNMleHANGIAG lene IRI SHGMENAS soocecacoctenecdoccubooscesuoc deapebescneehe cosas 28,672 
(COSTES IOIOS cece dois to 85 SaaS aRGEEEO Reno oases SLE po ROPE REPRE oe ear ee 7,946 
FALLOT SMC CAL COLON CTILISES seececoescess eect coc cesuces sexsiccpeesoisnesccescs set sendeckevte tus 9,301 
IDAGSTHUEN, HRSG ENAUEG «Yau & Mia coe 8 acerctieertocey cocina Bc REEOREE Sane EC ER RE Sree an RRR ne ee 28,228 

Not a single death has been recorded in connection with 

these operations. 

Owing to the necessity of reducing health expenditures, no 

provision was made for the services of the Travelling Clinic in 

the estimates of the Department for the years 1932 and 1933. 

In 1934, the Clinic was sent out on a much smaller scale than in 

former years, and in 1935 it went out on a somewhat improved 

basis, which was maintained in 1936 and 1937. Here we have 

another attempt, on the part of the citizens of Alberta, to over- 

come the depressive isolation of the people in many rural dis- 

tricts. No service rendered by the Provincial Government in 

Alberta has given greater direct benefit to the people than the 

Travelling Health Clinic, and it is lamentable indeed that Pro- 

vincial finances are so restricted that the service cannot. be 
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carried on to the extent demanded by the conditions in the 

sparsely settled areas. 

Another problem of major importance, not peculiar to 

Alberta, is that of the mentally diseased and mentally defective 

patients, which have become a charge on the Province. The 

expenditures in behalf of these classes have increased more 

rapidly than the general population. 

TABLE I. 

MENTAL DISEASE PATIENTS 

Net Number of 
Year Expenditure Patients 

1 2: RE en ene het TRAE ot Cre hare $182,427 897 

1 7: Sn REN oBdA, Erber: 184,450 1,002 

PO DG ca cradecsteleacess aoe e eee ee eee 190,969 1,030 

WO QZG. see esse edeecans cuts ee const eaxe waeeten ey eneetaaee 175,075 1,090 

TODS C1) ieee eee te Ree ee ere 260,542 1,128 

1929 ick bn een eee eee 218,193 1,208 

11? 310 eee ne Meme tite See AE meee Caine 309,874 1,327 

TOS T: ee eee ee eee ee SR. cto SON 393,511 1,411 

1982 sc. cee eer eee 369,092 1,465 

1 Le 5s $s Rae de tm ie Samii Taras PRR AL ea oe 341,117 1,630 

1 MS oY eee eb tee Seeks Cede a REE CARINE ThE nna AER coy eo 337,126 1,743 

1935 tucked ere eee 365,556 1,850 

1936 cdc Section 382,622 2,004 

VOT ceccccccticdeustee ste can iether eae 409,764 2,164 

Table I indicates that the net expenditure rose from $183,000 

in 1923, to $410,000 in 1987, or 124 per cent, while the population 

of the Province increased only about 40 per cent. The number 

of patients increased from about 900 to nearly 2,200, an increase 

of about 140 per cent. This group now imposes a burden of 

more than 50 cents annually on every man, woman and child in 

the Province. Actually, the cost is greater because much of the 

Public Debt incurred by the Province is for mental institutions. 

Mental defectives have shown a similar trend both in number 

and in expense. In 1923, the Province spent about $25,000 net 

on 107 patients, and these figures have increased to $33,000 and 

209 respectively as Table II shows. Such information as is 

available indicates that expenditures, due to these two classes of 

public charges, are destined to continue to rise. 

The housing conditions in several of these institutions are 

far from satisfactory. The Provincial Mental Hospital at Ponoka 

has a normal capacity of 1,100 patients, but is housing over 50 

per cent in excess of this number. Rooms are overcrowded and 

this tends to encourage friction and disorder. Bed space is in- 

sufficient so that patients must actually lie on mattresses placed 

on the floor. The conditions in other institutions are not much 

better. Mental cases urgently in need of institutionalization are 

(1) Fiscal year changed to March 31st. This fiscal year contains 15 months. 
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TABLE II. 

MENTAL DEFECTIVE PATIENTS 

Net Number of 
Year Expenditure Patients 

TES acon bbb sc ccc Ser oR CCRE CEPR oer are eee ERE $22,733 107 
BS) APOIO i BO Rss icon hei ye tent Sondra 20,962 130 
TUSPASY: see acest a ae ren a a Bt aan rca eR TORS A 133 
TIS PAG). cis 5 8 3 Fee oe A RD OR oe 19,782 IS 
TROP ASIGDY ahs 0. Ni a RRR RS oa BR ie Rete ee BN Ce 31,226 147 
TPA). cierae nila ch latch at "We Vases le WA a ne eRe 25,968 159 
SISOS) | 5 ace aaah aid tn Ah A i A a a Bend dL 163 
EL OS amen cnt eens Roe Aca cdenauinassldddueniesemaniinds 40,706 180 
SS 2 ee ee Ren ene EEL oho aie ot steel say seeded 38,031 190 
HLS) BS ered tere celestial tates tention ith vuaweutbsboen 33,748 190 
ELLOS A ee ee ee Perc et un hans an aia at guide sean 29,179 207 
1 3 2 RN rte OT Ne el ae RES Re SE aad Sa oSeeae 28,682 205 
Hi 35 Geese eee <tr wen Renta, Aba aaennimesiesbaliailcs aaedias Sl Ail 214 
TCR cae RAE RGIS I IF AE AD ee Rees Shona Oe Rn eN 33,243 209 

increasing at the rate of 150 per year, and the funds to take care 

of this growth are not fully available. In December, 1937, there 

were 174 persons on the waiting list of the Provincial Training 

School for mental defectives. At least 50 per cent of these are 

classed by the Department of Public Health as urgent cases. An 

unduly large proportion of patients requiring mental institutional 

care are foreign born. Only 39.5 per cent of the mental insitu- 

tional population were born in Canada, although 63.5 per cent of 

the total Canadian population was born within the Dominion. 

About 14 per cent of the Canadian population was born in Europe 

(outside of Great Britain), but 25 per cent of the population in 

mental institutions was born in Europe, as the accompanying 

tabulation indicates: 
Racial Origin Cana- Racial Origin Popula- 

Born in dian Population tion Mental Institutes 

(CR TORNG IBY «5 <i ce eee een 63.5% 39.5% 
Greate Gitalneree es 12.8% 19.5% 
(Wimitedie States ...cc..e- 9.5% 16.0% 
UE OD Gmarc ee ees 14.2% 25.0% 

This unduly large proportion of non-Canadian patients casts 

no reflections on these people from other countries. The figures 

are to be accounted for in two ways: 

(1) Immigrants coming to Canada find a new environment 

to which they must adapt themselves. They have torn them- 

selves loose from their former friends and moorings; all this 

causes strain. 

(2) The failure of the Dominion Government to adopt an 

immigration policy which was sufficiently selective. 

The problem of tuberculosis has received special attention 

in Alberta. The Provincial Sanatorium provides accommodation 

for only 210 patients. Special agreements have been completed 

(1) Fiscal year changed to March 31st. This fiscal year contains 15 months. 
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with selected hospitals providing for the care and treatment of 

all active pulmonary tuberculosis patients. Under these agree- 

ments 165 additional beds have been provided. Formerly, part 

of the cost of maintenance of patients in the sanatorium was 

charged to the municipalities of origin, but now the entire service, 

in connection with tuberculosis prevention and control, is financed 

by a special real estate tax levied by the Province. Although 

the anti-tuberculosis work cf the Province is now well organized, 

comparing favourably with that of any other Province, the ratio 

of beds to deaths and the ratio of beds per 1,000 population is 

still much below that of other provinces. 

The Province maintains a battery of physicians and nurses 

in the unorganized districts to provide medical care to indigent 

residents and to act as health officers. In addition, district 

nurses are maintained in frontier communities where no medical 

or hospital facilities of any kind are to be found. Some of these 

nurses are stationed 60 miles or more from the nearest doctor, 

and they often have to act as doctor, dispenser, bedside nurse or 

perform any other duty that the occasion or emergency may 

require. 

The scope of the work carried on by the Department of 

Health is indicated by Table lil. This table shows that new 

duties have been assigned to the Department from time to time, 

calling for ever increasing expenditures. 

A 1930 statute makes it possible for municipalities to 

develop “municipal doctor’ systems under which the munici- 

pality engages a full time physician, the expenses incurred being 
met out of general tax revenues. In 1935 Alberta passed a law 
providing what is probably the first scheme of socialized medi- 
cine on so broad a scale on the American continent. The plan 
is optional with the local areas. Owing to the adverse economic 
conditions it has been impossible, so far, to launch the plan. 

The foregoing outline of health activities in Alberta indicates 
(1) an increasing concern regarding public health; (2) growing 
demand on the part of the people for a collective attack on the 
health problem; (3) no abatement in the increase in expenditure 
for the future; and (4) part of the expense is traceable to the 
scattered character of the settlement. 

In the United States and Europe an increasing concern 
regarding public health has been evidenced by the central gov- 
ernments. The Social Security Board of the United States Gov- 
ernment has recently stated: 

(1) Social Security in America, Washington, D:C., 1987, p, 335. 
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“The policy of leaving to Jocalities and states the entire re- 
sponsibility for providing even nominal public-health facilities 
and services has failed in large measure. The uneven develop- 
ment of health service in the United States has resulted largely 
from expecting local governments to take the initiative in the 
organization of health activities. An adequate program with the 
necessary local and State support for public-health services calls 
for broader planning and more uniform and intensive stimulation 
of communities and governmental officials to recognize and meet 
their responsibilities for public health. The Federal Govern- 
ment has a definite responsibility for the protection of all the 
Nation’s population against disease. 

“The responsibility of the Federal Government for national 
health is already accepted by the conduct of health activities 
through several federal agencies. Furthermore, it is well recog- 
nized that the constructive development of public-health work 
cannot proceed in an effective manner throughout the entire 
country without assistance from the Federal Government. As 
has been shown, local and State governments have a great re- 
sponsibility for the provision of more adequate health service. 
Public health, a primary government function, has for years re- 
ceived a relatively small share of local, State, and Federal appro- 
priations. Recently, even these modest appropriations and this 
limited service have been reduced in drastic proportions in many 
localities. The experience of cities in 1934 shows that health 
budgets have been reduced on the average about 20 per cent 
from the experience of 1931, reductions varying from one or 
two per cent to as high as 50 per cent. Where this reduction has 
amounted to 30 per cent or more, practically complete break- 
down of the public-health protective facilities has resulted. 
National support of local health activities is indicated as a neces- 
sary development to insure that public health measures may go 
forward hand in hand with constructive economic measures in 
meeting the present critical national situation. Though public 
health, unlike certain of the social problems under consideration 
at the moment, is not solely an emergency demand but a continu- 
ing responsibility, the early development of a reasonably ade- 
quate public health program reaching both the centers of popula- 
tion and the far corners of rural areas is urgently needed if the 
people of the Nation are to receive the care which they deserve 
and which scientific health service will give them.” 

The public health responsibilities of the Federal Government 

of the United States already recognized and to a degree provided 

for are: 

1. The study of international health conditions and the 

protection of the country from international hazards to health; 

2. The study of national health conditions and control of 

inter-state transmission of disease by regulation of the move- 

ment of persons and goods; 

3. The use of all educational means to promote public 

interest in disease prevention and control, in safeguarding the 

lives and health of mothers and children, and in the health of the 

worker, and in the attainment of more complete physical and 

mental health; 

4. The promotion of the study of hygiene and public health 

as a recognized part of education; 
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5. The stimulation of States and local governments to 

organize health activities as discussed to insure more effective 
service to all people; 

6. The provision of personnel to State and local depart- 

ments for consultation, education, demonstration, and other tech- 

nical services (the training of workers for all aspects of public 

health service is necessarily a part of the responsibility) ; 

7. The development and promotion of standards of per- 

formance of technical services in the several fields, including 

general administration; 

8. The conduct and co-ordination of research in any or all 

aspects of public health, particularly those problems beyond the 

capacity of local and state organizations relating to disease pre- 

vention, control of the incidence of morbidity and mortality at 

all ages, the influences—physical, social, economic, and mental 

—affecting or contributing to a more healthy people; 

9. The provision of direct grants to States to encourage 

the organization of State and local health services for all people 

in accordance with current knowledge and to equalize the tax 

burden of the public health programme. 

Recognizing the effect of sickness as a cause of insecurity, 

the prevention of disease as the most humane and least expen- 

sive method of dealing with this cause of insecurity, and the 

need for extension of Federal, State and local public health 

service, Congress authorized an appropriation for public health 

purposes in The Social Security Act. For the fiscal year ending 

June 30, 1936, and annually thereafter, the sum of $8,000,000 

was authorized for allotment to assist States, Counties, health 

districts, and other political subdivision of the States in estab- 

lishing and maintaining adequate public health services, includ- 

ing the training of personnel for State and local health work. 

The Federal funds granted to States, under the provisions of 

The Social Security Act of 1935, are to be expended solely for 

establishing and maintaining adequate public health services and 

for the training of personnel for State and local health work. 

The Surgeon General proposes to use the funds for Federal 

grants to the States for the following purposes: 

1. To strengthen service divisions of State health depart- 

ments; 

2. To assist in providing adequate facilities in State health 

departments especially for the promotion and supervision of full 

time city, county and district health organizations; 
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3. To give, through the State health departments, direct 

aid toward the development and maintenance of adequate city, 

county and district health organizations; 

4. To assist in developing trained personnel for positions 

to be established in the extension of city, county and district 

health organizations; 

5. To provide, through the State health departments, aid 

in the purchase of biological products and other drugs needed 

for individual immunization and other preventive activities 

among the poor. 

In addition to the amount authorized for aid to the States, 

The Social Security Act authorizes an appropriation for the ex- 

tension of public health investigations by the Public Health 

Service. An annual appropriation of two million dollars was 

established for each fiscal year, beginning with 1935-36, to be 

expended by the Public Health Service for investigation of dis- 

ease and problems of sanitation and for the pay, allowances, and 

travelling expenses of commissioned officers and personnel of 

the Public Health Service, engaged in such investigations, or de- 

tailed to co-operate with the health authorities of any State. 

Thus it is obvious that, in the United States, the Federal 

Government is assuming an increasing responsibility for the 

health of the people. Considerable sentiment in favour of some 

form of state controlled group medicine prevails, and it appears 

that within a few years a plan of socialized medicine with its 

emphasis on prevention will be adopted. 

The Department of Public Health expends a considerable 

amount of money in the form of grants to assist approved hos- 

pitals in the Province to operate. Until 1936, the grant was 

paid at the rate of 50 cents per patient day, but, owing to in- 

creasing hospitalization, it was not possible to continue paying 

this amount. In 1936, the grant to hospitals was decreased by 

10 per cent, and the sum of 45 cents per day is, at present, being 

paid. Despite the reduction, the 1937 payment for hospital 

grants exceeded the 1935 grant by approximately $32,000. 

As shown in Table III attached, hospital grants have increased 

from approximately $267,000 in 1923, to $448,000 in 1937. 

It should be pointed out that the grant-in-aid of hospitals 

is of extreme importance, owing to the fact that if the grants 

were not made many of the hospitals would have to close their 

doors. This is particularly true of hospitals in the drought 

area, and it should also be pointed out that unless conditions in 

the drought area materially improve, during the next year, it 
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will be necessary for the Department, to take over the full ex- 

penditure of these hospitals, or else such hospitals will cease to 

give the service to the districts in which they are situated. 

From this analysis it would seem that the Government of 

Canada should assume a greater responsibility in Public Health, 

and it is proposed that the Dominion should make an annual 

contribution to the Health Department of the Province of Al- 

berta, of which a definite percentage should be set aside for pre- 

ventive health services such as the establishment of Full Time 

Preventive Health Units; venereal disease prevention and con- 

trol; the extension of mental hygiene clinic services; maternal 

and child hygiene and health education; the extension of hospital 

services; and should also assist financially in relieving the con- 

gestion in mental institutions. 

From the foregoing discussion on health the following has 

been shown: That the increase in patients in mental institutions 

is due, to a large extent, not only to the growth of the popula- 

tion of Alberta, but to a lax Dominion Immigration policy. This 

fact, alone, constitutes a good and sufficient reason why the 

Government of Canada should grant financial assistance for the 

construction and maintenance of institutions for the mentally 

afflicted. 

That a considerable portion of the expenditure of the Health 

Department is due to the combatting of venereal disease, which 

work was originally instituted by the Dominion Government in 

1920, but this assistance was completely withdrawn in 1932. 

That the cost of combatting tuberculosis has steadily grown 

from approximately $31,000 in 1923, to $214,000 in 1937. 

It is to be borne in mind that the control of this disease is not 

only of paramount interest to the residents of Alberta, but is 

also of paramount interest to the citizens of all of Canada. 

That considerable expenditure is incurred in the form of 

hospital grants-in-aid of approved hospitals throughout the 

Province, many of which are situated in the drought area. 

The Dominion assistance, outlined above, would serve the 

double purpose of relieving the Alberta budget, and of improving 

the health of the people of the Province, who, it should be re- 

membered, are not only residents of Alberta but are citizens 

of Canada, and would undoubtedly raise their productivity and 

economic status. 

2. OLD AGE PENSIONS 

Old Age Pension legislation in Canada originated with the 

Dominion Government. For nearly a quarter of a century both 
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major parties in the Dominion Parliament had shown an inter- 

est in this type of Social Service. Finally, in 1927, the Domin- 

ion passed the Act which, with certain amendments, is still in 

force. This measure prescribes certain conditions upon which 

the Provincial Governments, by enacting similar legislation, 

would become entitled to aid in providing this service in their 

respective Provinces. The primary responsibility for the heavy 

expenditures which have since resulted rests therefore with the 

Dominion. 

Under the Dominion Act a British subject seventy years of 

age or over, who has resided in Canada for twenty years and 

in the Province for five years immediately preceding the date 

of his application, is entitled to a maximum pension of $240.00 

a year, providing his total annual income is not then in excess 

of $365. The Governor General in Council had to approve 

the scheme of administration proposed by the Province, and it 

could then enter into an agreement undertaking to pay to the 

Provincial Government one-half of its expenditure for pensions. 

British Columbia took advantage at once of this Act; and 

Manitoba and Saskatchewan did so in 1928; and Alberta and 

Ontario the following year. The Maritime Provinces and Quebec 

held back, the former particularly because of their difficult fiscal 

position and because of the high proportion of aged people to 

their total population. 

From the beginning the Provinces found the financial bur- 

den a heavy one. For this reason and to encourage all Prov- 

inces to take part in providing this service, in 1931 legislation 

was passed by the Dominion increasing the grant made by the 

Federal Government from 50 per cent to 75 per cent of the 

cost.2) Even after this increased federal contribution, the 

Maritime Governments hesitated but at last, in 1933, Prince 

Edward Island, in 1934 Nova Scotia and in 1936 New Bruns- 

wick, enacted Old Age Pensions Acts. Under the original Act 

the Province divided its financial responsibility with the various 

municipal units. After the Dominion assumed 75 per cent of 

the cost in 1931, the Provinces assumed 15 per cent and left the 

remaining 10 per cent with the municipal units. 

The federal Old Age Pensions Act is, as has been indicated, 

a measure providing grants-in-aid. The Provincial Govern- 

ments secure this aid by enacting legislation which conforms to 

conditions laid down in the Dominion Act and by agreeing to 

observe regulations issued by the Department of Finance at 

Ottawa. Administration of the Act is almost entirely in the 

(1) Dom. Stat., 1931, c. 42, 
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hands of the Provinces, although the Dominion requires much 
detailed information from the Provincial authorities. In Al- 
berta administration was for administrative purposes placed 
under the direction of the Workmen’s Compensation Board. 
Applications have been carefully examined and safeguards set 
up against overpayment. 

In 1924 a committee of the House of Commons estimated 
that approximately 40 per cent of the population over seventy 
would be eligible. In four of the provinces the percentage ex- 
ceeds 50, as Table IV indicates, and this figure has been mount- 
ing steadily. This is to be explained partly by the severity of 
the depression since 1930. 

TABLE IV 

Op AGE PENsIons.(1) 

Percentage of 
Province Total ee Average Pensioners to 

2 Monthly |Population 70 
Pensioners Pension Years of Age 

PAU DOT CAME tenet sees cine se 9,100 $18.13 50.55 
EB ritisheGoluin blame eeeses 10,824 19.29 40.09 
Varah t © Daan. at seeessac-cctees se: 11,559 18.64 52.54 
New Brunswick ................ 9,803 13.39 54.46 
IN OViel SO COLLA meee ete ee ete: 13,456 14.49 49.84 
Omari Owmese. cawanericecc dons: 55,950 18.19 34.54 
Prince Edward Island ...... 1,768 10.58 30.48 
@vebecpie. eran rates 22,620 18.68 23.81 
Saskatchewan veer cee 11,486 16.51 51.98 
Northwest Territories ...... 8 19.10 8.00 

(1) Canada Year Book, 1937. 

The present situation is not entirely satisfactory. To 

March, 1937, the Dominion has spent about $95,000,000 as its 

share of the burden, but it contributed $21,000,000 in 1937, and 

the burden will probably increase. Both the number of pen- 

sioners and the average pension has been steadily rising in all 

provinces. -Many of the municipalities in Alberta feel that they 

cannot continue to carry their share of 10 per cent. The plight 

of the provincial treasury makes impossible the assumption of 

further burdens under present fiscal disabilities. The Alberta 

annual share at present is about $500,000, and this expenditure 

is destined to increase. 

The number of pensioners in Alberta as at December 31st, 

1937, was 9,752, a net increase of 757 in twelve months. As 

Alberta is a comparatively young province, the number of peo- 

ple reaching the required age will increase from year to year, 

so that the province is faced with an ever mounting expendi- 

ture under this legislation, an outlay which it cannot continue 
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to meet. Applications for old age pensions have averaged ap- 

proximately 1,800 annually over the past few years. 

It is contended that so long as unnecessary indigence in old 

age continues to result from the present system the service of 

old age pensions should be wholly administered and financed by 

the Dominion Government. If it is a duty of the State to make 

provision for the aged, then that provision should be uniform 

throughout Canada, and the aged in any particular part of 

Canada should not be subject to discrimination because of the 

financial disability of a province. There is a widespread de- 

mand, throughout Canada, that the age limit should be reduced 

to 65 years. While sympathetic to this view, under existing 

conditions this province simply could not meet the burden if 

this age limit were adopted and the present division of cost main- 

tained. If the Dominion Government takes over the responsi- 

bility, greater uniformity of payment would result and it could 

provide for whatever age limit public opinion demanded, re- 

gardless of the financial position of any province. Certain 

prominent statesmen have already declared themselves in 

favour of the Government of Canada assuming the entire 

cost. It is understood that, at a recent conference in Ot- 

tawa, all the provinces agreed that if the Dominion Government 

would take over the entire burden, the provinces would sur- 

render their administrative powers. 

In 1937, the Dominion made provision for pensions for the 

blind. Immediately Alberta amended The Old Age Pensions 

Act providing for such pensions to be paid in this province. The 

cost of blind benefits, for the year 1938, will approximate $55,- 

000.00, bringing the total expenditure by the province to over 

$550,000.00 per year. 

3. MOTHERS’ ALLOWANCES 

Most of the provinces provide for the payment of allow- 

ances to mothers who are widowed and without adequate means 

of support. Manitoba was the first to make such provision in 

1916, and the example has been followed by the other western 

provinces and by Ontario and Nova Scotia. The New Brunswick 

Act has not been proclaimed. 

In Nova Scotia and Saskatchewan, the whole cost is borne 

by the province, as will be the case in New Brunswick. In the 

three other western provinces and Ontario, the cost is divided 

between the province and the municipalities. Fiscal difficul- 

ties, however, have prevented the provinces collecting the full 

share of the municipalities’ obligation. Until 1936, the muni- 

palities in Alberta were responsible for 50 per cent of the cost. 
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In July of that year, the requirement was reduced to 25 per 

cent. In spite of this reduction, the reimbursements from the 

municipalities do not equal the statutory obligations. 

Some provinces have created statutory maximum allow- 

ances, and others leave the amount to be determined by the 

administrative authority. Table V indicates the number receiv- 

ing aid in the province and the average amounts paid for a 

typical month in 1937. The burden has been steadily increas- 

ing in nearly all the provinces. From 1934 to 1936, the burden 

in Alberta increased from $462,000 to $575,000, and in ten years 

it has almost doubled, as Table VI indicates. 

TABLE V 

MotHers’ ALLOWANCES, ALBERTA, JUNE, 1937.(1) 

Number of Number of Average 
Dependent Children Cases Paid 

MiCuAgie iach OME Selle) — caccsonceassosonsoocnens 850 $16.55 
ss Ao SERQIAG) OLAWUIGHEENOL “Sense rconnbeodeneiod 537 26.06 
re: CO AMES: CLAWINGHRENGY So pe ds snndandeseos Boll B10) 20) 
# “seo ClaulC HENS), < sssnoonsapcassances 181 33.02 
es HE TaD Cla HEIGL sssseceunvaroorsesanee 95 36.85 
Be 4G -eiipte @lMTIUNGHGENA) -sackacncassasasoudbor 58 36.87 
: OWE GIGS CGMUCWREA a ecacoooasooc 24 38.17 

MINOR cates hare i ce a ete 2,076 $24.37 

(1) Data secured from Department of Child Welfare. 

TABLE VI 

MotrHers’ ALLOWANCES IN ALBERTA.(1) 

ie 2s 
ro) es 3 os 

gs fo #52 | we wes 
f 23 ee g 2 a as 
» 8a ES B Zad| 2a ZO h 

LO LO etre a: $ 19,714 |$ 19,714 |$ 39,428 245 766 ILS} 
1192 Oe 80,642 76,787 157,429 ATT 1502 Boils 
WOO scene OB 98,302 201,874 562 1636 2.91 

O20 meee A Gell22 120,629 246,751 PAL 1864 2.59 

1923 ee 122,651 120,035 242,686 758 1887 2.49 

1924s 129,242 128,169 257,411 742 2136 2.88 

WOPAS) — S-eab0 142,004 141,582 283,586 828 2271 2.74 

1926 bes 15% 272 ISOS: 314,285 907 2290 2.52 

1927 ee 174,500 174,440 348,940 968 | 2445 D153} 

1928 8 182,382 182,222 364,604 1029 SIL 2.45 

99,9 aarees: 187,189 187,189 374,378 1094 2880 2.63 

193 Oe 234,828 231,708 466,536 1270 3409 2.68 

193 Lees: 242,314 237,293 479,607 1499 3747 2.50 

93 Deer 222,606 216,590 439,196 OWS 3882 2732) 

1933 sme 223,262 216,721 439,983 1724 4060 2.35 

WO BYE ccs 233,904 228,489 462,393 1812 42.74 2.36 

193 Smee PSST BVA 250,175 507,502 2088(2)| 4764(2)| 2.28 

193 Gees: 410,873 164,636 575,509 BB 1B 5172(2)| 2.23 

| 
Oval $3,250,404 |$2,951,694 |$6,202,098 | 

(1) Data secured from Department of Child Welfare. 
(2) Approximate numbers. 
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TABLE VII 

MorTHErS’ ALLOWANCES IN CANADA, 1935.(1) 

saivicighaisc dics Benente Benefits | Benefits 
ap tet ; per per 
ROE Fam- | Chil- Paid Family | Child 

ilies dren 

Alberta’ 2A eee Lio 3,794 $ 462,252 $299.59 | $121.84 
British, (Coltimbtasss.. 1,410 2,922 589,621 418.17 201.79 
Manitoba eee 1G 3,302 440,768 397.09 133.49 
NOVal SCOtlal meee ee 1,239 3,720 413,997 334.14 111.29 
Ontarioge 2 eee 1,009 22,417 3,317,000 (2)} 421.21 147.97 
Saskatchewan .............- 2,826 7,368 440,580 155.90 591.80 

Table VII indicates the amount of the benefits paid in 1935 

by the several provinces. The provinces have been forced to 

assume an ever larger share of the burden of dependency due 

to widowhood. When the local municipalities shouldered the 

cost, great inequalities and variations of treatment occurred. 

The widows, with their children, have shown a marked tendency 

to migrate to the urban centres where the educational, recrea- 

tional and other services were of a higher quality, and where 

the services were more numerous. Thus the towns, villages 

and cities have had to bear the bulk of the cost of widowhood. 

Consequently, in some communities, the tax payers had to bear 

only a light burden, while elsewhere a feeling of hostility de- 
veloped against widows with large families who moved into the 
community. 

This was the tendency which forced the province to assume 
an ever increasing share of the cost of widowhood. An analy- 
sis of the eligibility requirements of the Provincial Statutes, 
indicates that the underlying purpose of the laws was to main- 
tain the family unit intact, and preserve the mother to fulfil 
her normal function. In short, the purpose of the laws is to 
encourage the maintenance of a wholesome environment for the 
children and prevent any neglect of schooling. 

The Government of Alberta submits that the Government 
of Canada should pay at least 50 per cent of the cost of 
Mothers’ Allowances, the administration to remain with the 
province. This would seem to be a fair arrangement, until such 
time as the economic problems of Canada are settled on a per- 
manent basis. 

4. UNEMPLOYMENT AND AGRICULTURAL RELIEF 

Relief, in its different forms, has been so general through- 
out Canada, during the past eight years, and has engaged the 
(1) Canada Year Book, 1937. 
(2) Approximate figure. 
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attention of all governmental bodies to such an extent, that 

extensive comment is not required by any one province. It has 

called for the expenditure of such huge sums of money, how- 

ever, that it does constitute the most serious problem of finance 

confronting Dominion, provincial and municipal governing 

bodies. When it is remembered that the expenditure in this 

Province, for the fiscal year ending March 31st, 1937, for unem- 

ployment relief alone was well over seven million dollars, or 30 

per cent of the entire expenditure on income account, it will be 

realized that it is a problem of first magnitude. 

The Province has had to assume expenditures for agricul- 

tural relief, to a greater or less extent, since the early years: of 

its history. As stated in a previous chapter, the opening up of 

the south-eastern portion of the Province for homestead entry, 

and the subsequent efforts to develop the area for wheat farm- 

ing purposes, have had tragic consequences. Successive years 

TABLE VIII 

DEPARTMENT OF AGRICULTURE 
DrouGHt AREA RELIEF 

Analysis of Agricultural Relief Expenditure, Exclusive of Direct Relief 
and Relief Work Projects. Period 1917 to March 31st, 1937. 

Net Reimburse- | Reimburse- 

Total Provincial | ™ents from | ments from 
Expenditure Expenditure Dominion Munici- 

Government palities 

AGIMAISTAGLOM cercecssererersnveesssscees $ 471,390.43 | $ 457,459.40 | $ 13,931.03 
Freight on Feed and Seed..... 760,580.33 411,052.64 349,527.69 
Movement of Settlers ............. 352,393.94 190,865.12 UGC 
Purchase of Drought Area 

(CEN alee asveseaconnee nace acct 40,247.49 AQ OL TAO e | Meme ore lt me ee center t 
Purchase of Potatoes 

and Vegetables ccc 594.63 594/63 5 | ice eceerceeesaie ||. melnonnqesnins reruns: 
Wintering HOrses ec cee 3,967.50 SHOGTI5 OU mae Enel y) Eetab awe 
Freight on Drought Area 
(GGA ene rea cone eee PeeeE 40,636.13 24,962.30 U5, GT33B3) || aczewresnecesceeeenes 

Freight on Feed Prov. 
INTE MOS CECI osceswesomeeccniore 48,300.43 HERBY VWCS | oe caenancanorn |P  estoconkeuseeenecon 

Feed and Fodder Losses 
Prov. Area, 1936-37 ............... 17,810.38 UPR OSH || ec aoasurceoersen || | ceroteresecreecseese 

SUD sO Gal Meceseteseesseteesstoreceeeates: $1,745,921.26 | $1,215,259.89 | $ 530,661.37 | on-scene 

SPECIAL DOMINION 
AREA, 1936-37— 
Feed and Fodder Relief ......... $1,032,456.39 | $ 18,839.05 | $1,013,617.34 | ccc 
Freight on Cattle, 
Processing Cattle wee 103,154.97 42,986.55 POUR OL rooeerseccotedc 

SUD-ToOtal weercescsccecreeereseees Sila Ole SOm eo eeOl, G25.00 ni ieol Oey Oe io allie mitens=crnsrsences 

Total Drought Area............ $2,881,532.62 | $1,277,085.49 | $1,604,447.13 ] ese 

Relief Settlement Plan ........... 361,743.60 121,421.16 120,407.36 $119,915.08 

Grand Total ...cccccsccrsceseseseccress: $3,243,276.22 | $1,398,506.65 | $1,724,854.49 $119,915.08 

NOTES: 
1.—For the Fiscal Year 1937-38, under agreement the Dominion of 

Canada has authorized the expenditure on their account of the 

sum of $1,025,000.00 for Feed and Fodder relief in the Dry Areas. 

2.—Approximately 7% of the Administration Costs as shown was in 

connection with relief outside the Drought Area. 



300 SOCIAL SERVICES 

of drought have required the Province to come to the assistance 

of farmers of that area by providing them with seed grain and 

feed, and to undertake extensive plans for rehabilitation. The 

recent succession of dry years throughout the southern part of 

Saskatchewan, and extending into Alberta, has resulted in the 

Dominion Government assuming responsibility for a large part 

of the relief expenditure in this south-eastern part. The extent 

to which the Province has had to make provision for relief in 

this area, since 1917, is indicated in Table VIII. 

To appreciate, however, the full extent of the problem 

in this area, it is necessary to consider not only the direct 

expenditure for relief purposes, as set out in Table VIII, but 

also to consider the extent to which it has been necessary to 

write off expenditures for seed grain and other relief as well 

as arrears of taxes in previous years. The amount so written 

off is shown in an earlier chapter. 

Unemployment relief, as a provincial necessity, first made 

its appearance during the years of depression in the early 1920’s. 

While the amount expended, by the Government in these years 

was fairly substantial, the total number claiming this form of 

relief was comparatively not large, and the problem disappeared 

completely with the return of more prosperous conditions after 

1925. With the advent of the depression, in the latter part of 

1929 and the early part of 1930, the problem appeared again 

in a very serious form and has since been the most serious sin- 

gle financial problem confronting all governmental organiza- 

tions. From an administrative standpoint, the problem must 

be considered first in its relation to married applicants and sec- 

ondly in its relation to single men. 

For a time the Province was obliged to carry the entire 

load of unemployment relief unassisted. As early as the sum- 

mer of 1928, it was recognized in Alberta that immigration had 

continued until the saturation point had been reached. Repre- 

sentations were then made to the Dominion Government to this 

effect, and a request was made that no further immigration 

should be permitted. This protest was particularly directed to 

the practice of the Railway Companies in bringing into Canada im- 

migrants from foreign countries for construction and maintenance 

work. Again in July, 1929, a telegram was despatched to the 
then Minister of the Interior, pointing out that a greater num- 
ber of unplaced applications than usual were being reported by 

the various Government Employment Offices and stating that 

over half of those seeking employment had been in Canada less 
than a year. It was pointed out that an exceedingly serious 
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situation would prevail the following winter unless energetic 
steps were taken by the Dominion and the Province to find 
placements. An investigation of the activities of the various 
Colonization Associations was requested. In the early part of 
1930, the Province reported the amount of unemployment then 
prevailing and requested the Dominion to assist in meeting it. 
It was not until 1931, however, that the Federal Government 
agreed to participate. With respect to married men, the Do- 
minion agreed to contribute to the Province on the basis of 
one-third of the actual expenditure for relief in solvent muni- 
cipalities, and 50 per cent of the gross expenditures for relief; 
to transients and for relief in local improvement districts and 
insolvent municipalities. In 1934, this agreement was changed 
by providing the Province with a monthly sum by way of a 
grant-in-aid in the sum of $100,000 per month. This arrange- 
ment was not satisfactory to the Province as it was unduly 

arbitrary in its nature. For example, immediately following 

the completion of this arrangement in 1934, that portion of the 

Province north of Edmonton, including the Peace River Dis- 

trict, suffered a complete crop failure due to frost. This in- 

creased the demand for relief, in the Province, by over 25 per 

cent, but the Dominion refused to increase the amount of the 

grant-in-aid as already arranged. 

Since 1934, subsequent agreements with the western prov- 

inces have been on a percentage basis of increase or decrease, 

without taking into consideration, however, the industrial and 

agricultural conditions prevailing in each province. This is the 

situation now prevailing, as between the Dominion and the Prov- 

ince, with respect to married applicants. The total cost of this 

type of relief, over and above the amount of the Dominion 

grant-in-aid, is divided as between the Province and the munici- 

pality in which the applicant resides. 

One of the sources of constant complaint, on the part of 

the Province, lies in the fact that the Dominion has never had 

a resident representative in the Province to whom the Provin- 

cial Administration could apply for directions in the adminis- 

tration and interpretation of agreements. The Provincial 

expenditures are checked by auditors of the Dominion who have 

followed their own interpretations of the agreement in consid- 

ering the various disbursements. The provinces have no avenue 

of redress other than by conferences from time to time with the 

Minister of Labour. While the Minister has been very fair in 

making adjustments in some specific cases that have been 

brought to his personal attention, still, in the opinion of the 



302 SOCIAL SERVICES 

Province, many causes of friction would be avoided if the Do- 

minion employed a resident agent who could confer from time 

to time with the provincial officers in charge of relief. 

From an administrative standpoint, relief to single men has 

presented even greater difficulties than relief to married men. 

In 1932, the Dominion announced that it would assume respon- 

sibility for single, homeless, unemployed persons to a maximum 

of 40 cents per man per day, the Province not being called upon 

to contribute to this service other than to contribute to the cost 

of administration. An agreement was entered into, to this ef- 

fect. It is feared that this policy resulted in many young men 

from all classes of life leaving home, and this added to the 

problem of providing relief to those who had previously been 

employed but became unemployed by reason of conditions aris- 

ing out of the depression. Many of these men became tran- 

sients travelling throughout Canada and availing themselves of 

the depots that had been established in the urban centres to 

provide food and shelter. Subsequently the Dominion estab- 

lished national defence camps, but these could only absorb a 

limited number of physically fit. This also left as provincial 

charges many who could not qualify for work, in the camps, 

and were for other reasons incapable of undertaking manual 

labour. In 1935, the national defence camps were closed and 

for a time arrangements were made with the railways to absorb 

a certain number of single men. This employment, however, 

only lasted for a few months. 

In 1936, the maximum number of single, homeless, regis- 

tered and provided with relief in this Province reached a total 

of 10,000. This number is considered out of all proportion to 

the number who could properly qualify on the basis of past resi- 

dence. For the calendar year 1936, the total cost of relief to 

single men was $982,000, of which the Federal Government con- 

tributes $233,000. In 1937, the total cost of this type of relief 

was approximately $1,176,000, of which the Federal Government 

contributed $358,000. This amount represented the Dominion’s 

share of cost under agreements whereby a number of single men 

were placed on work projects and on farms on the basis set out 

in the agreement. 

One of the causes of complaint, with respect to both types 

of unemployment relief, lies in the fact that the Province and 

the municipality is called upon to provide medical attention, 

hospitalization, sanitoria and other institutional care. While 

the Dominion has frequently been requested to assume a part 
of this cost, it has refused to do so. As in other provinces, 
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from year to year agreements have been entered into with the 
Dominion under which a certain amount of work has been 
undertaken by the Province for the purpose of providing a cer- 
tain amount of employment to those receiving relief. From a 
provincial standpoint this work usually took the form of work 
on highway construction. The cities have been able to supple- 
ment the provincial undertakings by work on civic improve- 
ments. The cost of this work was divided between the Domin- 
ion, Province and Municipalities, according to the basis arranged 
from year to year. 

Until the fiscal year 1937-38, the Province financed its share 
of unemployment relief costs by borrowing from the Dominion. 
In the fiscal year 1937-38, however, the amount of the provin- 
cial share was met out of the general revenue of, the province, 
this being made possible by the fact that the Province had, in 
the preceding year, reduced the rate of interest payable on its 
public debt. As of the 31st of March, 1937, the total amount 
borrowed from the Dominion for the Province’s share of unem- 
ployment relief, and represented by provincial treasury notes 
now held by the Dominion, amounted to $9,249,139.41. Table 
IX is a statement showing relief costs in the Province for the 
period March, 1931, to March, 1938, exclusive of the relief costs 
detailed in Table VIII. 

Because of both national and international conditions, re- 
sulting from a decaying economic order, the unemployment prob- 

lem in the Province remains acute. In addition, it must be 
frankly recognized that a substantial number of those now 
receiving relief have, over a period of years, become unem- 
ployable, and will probably remain a charge upon the Prov- 
mee for many years to come. Many of the municipal organiza- 
tions have practically exhausted their ability to continue to 
carry their share of the burden. It is equally impossible for 
the Province to continue to do so. It is, of course, beyond 
argument that unemployment has resulted from conditions be- 
yond the control of any of the provinces. The financial position 

of the Province is such that it is highly improbable that it will 

be able to repay the Dominion the amount already borrowed to 

finance unemployment relief and relief work. The total cost 

to the Province for direct relief and relief work, administration 

costs and medical and hospitalization fees is shown in the ac- 

companying table, together with the division of these costs as 

between the Dominion on the one hand and the provinces and 

the municipalities on the other. The Province believes that, until 

the present economic system is reformed, the only solution to 



304 SOCIAL SERVICES 

this problem is that the Dominion should assume full responsi- 

bility for unemployment relief, making such arrangements with 

the Provinces as may be considered necessary for a certain part 

of the administrative responsibility. 

TABLE IX 

GOVERNMENT OF THE PROVINCE OF ALBERTA 

Bureau of Relief and Public Welfare 

STATEMENT SHOWING RELIEF COSTS FOR THE PeRIoD Marcu, 1931, 

TO Marcu, 1938, INCLUSIVE 

Province and 
Gross Dominion Munici- 

pality 

RELIEF WORKS— 

win cathh ees $ 2,263,195.64 |$ 586,589.71 |$ 1,676,605.93 
193 Dir oe ieee eee 4,426,941.46 2,028,428.86| 2,398,512.60 
19337 ee ee ee 1,866,333.11 794,968.36 1,071,364.75 
1934 (Beaker 389,606.49 115,413.34 274,193.15 
1935: Cee eee 953,442.77 100,421.90 853,020.87 
LOSE oct ene 663,665.81 168,994.99 494,670.82 
1937 Sen eee 1,448,125.15 393,207.13 1,054,918.02 

$12,011,310.43 |$ 4,188,024.29 |$ 7,823,286 14 
Estimated Year ending 
Marchialy 93 (emer: T1020 465,255.13 637,457.88 

Totals. weer ee (1)$13,114,023.44 /$ 4,653,279.42 |$ 8,460,744.02 

vestestatustocancester tetas $ 298,144.05 |$ 100,012.44 |$ 198,131.61 
08 eect mene 1,886,638.99 677,919.02 1,208,719.97 
OBB. ks yee eee cee 2,874,932.56 1,134,293.11 1,740,639.45 
1984 te eee Aen eeeerce 3 Dlo,cooslL. 1,346,144.75 2,227,690.42 
Be coeeepaa Rtas coseet ee 3,524,689.18 1,227,108.78 2,297,580.40 
1936 eee eee 4,492,505.06 1,528,797.25| 2,963,707.81 
LES BY (reenter mec Meen eT 5,133,694.23 2,167,800.63 2,965,893.60 

$21,784,439.24 |$ 8,182,075.98 |$13,602,363.26 
Estimated Year ending 
Marchivo leo 3G sees 4,795,154.24 D2 Lie 2,537,983.11 

otal scene eee $26,579,593.48 |$10,439,247.11 |$16,140,346.37 

ADMINISTRATION— 

Year ending March 31— 
ih dG RRS. eee cae ee $ LITA O6 Os eeeeecceee ceeceee $ 17,401.69 

193 2 ese: cater eee 34,109.66.) ee ceteris 34,159.66 
LOSS sarcomere ere tere ee O30 82.0 Gian sieceeernce 93,082.08 
L934 eet Ae ae See 149;466 50% |i eee ee 149,466.80 
1 OS Digest ce eee i Ape Loa IS fo BP | Me wee Ses oe 146,138.03 
LOSGs pewiertreneeraee cee. NGI267 S520 ieee ere 161,678.28 
LOS eat teen Hacaeenns 169-906:54 5) eee ae 169,906.54 

SOOTTLES308 hea eee $ 771,833.08 
Estimated Year ending 
IWarcheols 93 8iean ee 73,00 0. 0 Gill meeeeeceeennes 173,300.06 

Ota te... ieee eee ba aa Gs Ba: a ere $ 945,133.14 
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TABLE IX.—(Continued) 

MEDICAL AND 
HOSPITALIZATION— 

Estimated Year ending 
March 31, 19338 

RECAPITULATION— 

Relief Works 
Direct Relief 
Administration 
Medical and 

Hospitalization 

Total Provincial 
Expenditure 

Indigent and Hospitaliza- 
tion Services in Organ- 
ized Territories not 
contributed to by the 
Dominion Government 

Grand Total 

Province and 
Gross Dominion Munici- 

pality 

ABBE TIO) | cassoouanaosooanaeh $ 84,284.19 
SOPRA || ccoanbbcssonocansasd 86,982.02 
TUDO || coo sceconacdeensecte 117,538.56 
TD 491449) li aiewcnunoostocswess 154,914.49 
1559093 ONE eee. ernre eter: 155,959.39 
DIY NOA OTSA” Webh-nancenceanecesce 234,207.95 
DH TPAO PAG! || sepsnoucacoehsasdans 218,728.26 

SS WOB2AGIALIIG || coscosserasocacn onc $ 1,052,614.86 

DIT OSE ||) snonpapacoonccaave-e 277,220.67 

$ 1,329,835.53 

$13,114,023.44 
26,579,593.48 

945,133.14 

1,329,835.53 

$41,968,585.59 

10,000,000.00 

$ 4,653,279.42 
10,439,247 11 

$ 1,329,835.53 

$ 8,460,744.02 
16,140,346.37 

945,133.14 

1,329,835.53 

$26,876,059.06 

10,000,000.00 

$51,968,585.59 $15,092,526.53 $36,876,059.96 

100% 29.04% 70.96 % 

The larger part of the above expenditure, while shown in the Public Accounts 

as Unemployment Relief Works, was expended by the Department of Public 

Works. 

(1) 



CHAPTER XiIll. 

The Financial Problems of Local Governments 

A very important part of the administrative work of the 

Government in Alberta, as in other Provinces of Canada, is under- 

taken by various local Government bodies. To these bodies, the 

Legislature of the Province has delegated certain powers to be 

exercised within the boundaries of the units. These powers in- 
clude the building of roads, bridges, culverts and other public 
works; the protection of property; medical attention; hospitali- 
zation and relief for indigent persons. In recent years local gov- 
erning bodies have been called upon to assist in the administra- 
tion of such legislation as The Old Age Pension Act, The Mothers’ 
Allowance Act and The Public Welfare Act and to assume wide 
duties in the administration of unemployment and agricultural 
relief. The cities and towns of course assume much wider admin- 
istrative duties and provide much wider services for their people. 

Any study of the economic welfare of the Province must 
include a consideration of the financial position of these local 
governing units, the burden of the services they are called upon 
to provide, and their ability to provide those services from the 
revenues normally available to them. The total weight of tax- 
ation which a citizen of the Province is called upon to bear, ex- 
clusive of Dominion taxes, is not of Provincial taxes only, but the 
total taxes imposed by the Provincial Government and local gov- 
erning bodies as well. The total public debt of the Province in- 
cludes the public debts of local governing bodies as well as that 
of the Provincial Government. The purpose of this chapter, 
therefore, is to outline in a Summary manner the way in which 
local government is carried on in this Province and to indicate the 
degree of financial well being of these units. 

LOCAL GOVERNMENT ADMINISTRATION 

For the purpose of this discussion, Local Government will 
be considered as it is carried on by cities, towns, villages, rural 
municipal districts and improvement districts. School Districts 
are also part of the machinery of local government but reference 
is made to them in another chapter. The number of units of the 
different types of municipal bodies and the proportion of the 
population of the Province residing in each is shown in the fol- 
lowing table. 
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TABLE I. 

NUMBER OF CITIES, TOWNS, VILLAGES AND RurAL AREAS IN ALBERTA(1) 

1937 
1905 1912 | 

Number Population 

(SO sey ea) NRE le 9 5 7 199,434 
Towns Leen ery cehavtearo sos tee aeaictsastse 15 46 53 (2) 49,170 
Villages as aaheee aR aN sete eee 30 73 146 35,626 

Municipal Districts ........... 55 158 348,296 
Improvement Districts «.. 240(3) 103,238 

(1) Data from Department of Municipal Affairs. Such places as Banff, Jasper Park, 
etc., under Dominion Government control, not included in these figures. Popula- 

(2) ftiatag locas the main street of which coincides with the Alberta- 
Saskatchewan boundary. 

(3) Approximately. 

Each of the cities operates under a special charter as there 

is no uniform City Act in effect in this Province. The towns and 

villages operate under The Town and Village Act of the Province, 

while the municipal districts and improvement districts operate 

under The Municipal District Act and The Improvement Districts 

Act respectively. In the cities, towns, villages and municipal dis- 

tricts the affairs are carried on by an elected council, but in 

improvement districts there are no elected representatives, the 

administration being carried on by the Provincial Department of 

Municipal Affairs. Councils of cities, towns, villages and muni- 

cipal districts may raise funds by current borrowings and deben- 

ture issues. When borrowing for current operations, councils 

are given authority to hypothecate unpaid taxes and penalties 

as security for the loan, but whenever a debenture is decided upon 

this must be submitted to a vote of the proprietary electors and 

receive the approval of the Provincial Board of Public Utility 

Commissioners. The excellent debenture debt position of the 

municipal districts is largely due to the supervision and control 

exercised by the Department of Municipal Affairs and this Board. 

DEPARTMENT OF MUNICIPAL AFFAIRS 

From the time the Province was formed in 1905 until 1912, 

the supervision of all municipal organizations was under the 

direction of the Department of Public Works. In that year, how- 

ever, the Department of Municipal Affairs was organized and 

has since continued as a separate Department of the Government 

dealing exclusively with the affairs of the various municipal 

bodies. Although authorized to do so, the Department in fact 

does not attempt the supervision of the affairs of the cities. It 

does, however, maintain a close and careful supervision over the 

affairs of all towns, villages and municipal districts. A close 
contact is maintained with all municipal officials and an annual 
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inspection is made of the books and accounts of each unit by an 

inspector of the Department. If the officials of any unit fail to 

conform with statutory requirements or with good business prac- 

tices an attempt is first made by the inspector to have the failure 

corrected by the officials of the unit. If this effort fails the 

Minister of the Department may dismiss the officials of 

the unit and assume control of its affairs. In case a council is 

dismissed or resigns voluntarily, one of the Departmental inspec- 

tors is usually appointed Official Administrator. One municipal 

inspector is responsible for making recommendations when a 

municipality has intimated that it is unable to finance itself and 

has made application for a loan guaranteed by the Province. In 

such cases also an inspector may be placed in charge of the af- 

fairs of the applicant district. At the close of 1937 the affairs of 

Seventeen municipal districts, two towns and four villages were 

being administered under the direction of the Department in this 

way. Ten of these seventeen municipal districts have however 

been transferred from the direction of the Department of Muni- 

cipal Affairs to that of the Special Areas Board organized to 

supervise the rehabilitation of the dried out areas. 

LocAL IMPROVEMENT DISTRICTS AND SPECIAL AREAS 
About 103,000 people (14 per cent of Alberta’s population) 

live in rural areas where, for the most part, settlement is so 
recent or so sparse that it has not been deemed advisable to set 
up local government. These areas are called Improvement Dis- 
tricts and are controlled directly by the Department of Municipal 
Affairs and all governmental services, excepting education, are 
directed by the Department. Education in these areas is organ- 
ized by local School boards as in the case of Municipal Districts. 
In 1927 the problems of the drought area in the south-eastern 
section of the Province became so acute as to demand special 
attention by the Government with the result that a Special Areas 
Board was organized. This Board has charge of the entire 
drought area comprising a territory approximately ninety miles 
in width and one hundred and fifty miles in length, with a total 
rural population of about 80,000. This area consists of about 
eight million acres and comprises roughly one-tenth of the arable 
land in the Province (not including the unsurveyed area). This 
Board is responsible for the rehabilitation of that area and has 
been given very wide powers so as to enable it to deal effectively 
with any problems which may arise. Under its direction settlers 
have been assisted in moving from that area into the more 
northerly parts of the Province; land holdings have been con- 
solidated and arranged so as to give each holding, as far as pos- 
sible, access to water; School Districts within the area have been 
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consolidated and under the recommendation of the Board, arrears 
of taxes have been adjusted or written off. The Board has very 
considerably reduced the cost of municipal service in that area. 

DIRECTOR OF ASSESSMENTS 

By 1919 the inequalities in the assessments under The Sup- 
plementary Revenue Tax Act (a land tax imposed by the Pro- 

vincial Government) became apparent and served to emphasize 

the inequalities existing in the assessments by the Municipal 

Districts. In the following year, by Order-in-Council, a Board 

was created for the purpose of equalizing land assessment as be- 

tween the municipal units. This Board functioned until 1929 

when “The Alberta Assessment Commission Act” was passed 

creating an Assessment Commission. The duties of this Com- 

mission included the hearing of appeals from assessments which 

had formerly been the responsibility of the Judges of the District 

Courts under the provisions of the various Municipal Acts. This 

Commission also continued the work of equalizing assessments 

throughout the Province. This Act was repealed in 1935 and a 

new act, “The Alberta Assessment Commission Act,” substituted. 

Under this Act a Director of Assessments was appointed within 

the Department of Municipal Affairs. This director hears and 

determines all appeals from the decisions of Courts of Revision 

established under the provisions of The Town and Village Act, 

The Municipal District Act, The Improvement Districts Act and 

The School Assessment Act. He also continues the work of 

equalizing assessments of municipalities; he makes any special 

assessments required under the terms of any Statute, such as The 

Electric Power Taxation Act and The Pipe Line Taxation Act; 

he also makes recommendations to the Minister of the Depart- 

ment as to standards and methods of assessment, and he sug- 

gests regulations for the guidance of assessors in making assess- 

ments in any municipality for the purpose of securing general 

uniformity in assessments. The Act provides for an appeal from 

his decisions to the Alberta Assessment Commission. The Board 

of Public Utility Commissioners has been named as the Alberta 

Assessment Commission. 

FISCAL DIFFICULTIES 
The report of the Alberta Taxation Inquiry Board") stated, 

“... . no satisfactory readjustment of the tax problem can be 

effected until an agreement has been reached between the three 

taxing authorities, Dominion, Provincial and Municipal, as to 

their respective obligations. The fiscal problems of these authori- 

ties are closely related and interwoven, and should be solved as 

(1) 1935, King’s Printer, Edmonton. 
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phases of the same problem rather than as separate and unre- 

lated issues.” 

The fiscal problems of local governments in Alberta arise 

out of the growing demand for expanded public services and the 

inadequate, restricted tax structure. The growth of public func- 

tions has been alluded to in other sections. For the most part 

the present tax structure was designed to meet much more re- 

stricted demands for public service. So long as public functions 

were confined chiefly to protecting property, administering 
justice and providing elementary education, tax revenues de- 

rived from real estate were not unduly oppressive. 

The conception of governmental responsibility has very 

greatly widened, however, and governments have taken on a 

number of other functions such as relief, old age pensions, sani- 

tation and other health measures, as well as an elaborate system 

of elementary, secondary and technical education. Both the old 

and the new functions of government are still supported however 

by means of revenues raised primarily from land. The tax bur- 

den on land has become so great in many urban centres in the 

Province that the burden cannot be carried much longer. 

An analysis of current expenditures of the various municipal 

units reveals that public expenditures are no longer for purposes 

that can justly be imposed solely upon land. This fact is shown 

by the three tables that will now be referred to. Table II sets out 

TABLE II. 

EXPENDITURE—Towns (1) 
(In Thousands) 

g fg e me & C SB 
¢ ey ne Py q $ £ # F. : fe | gs | Se | Ge | ge | 3 F 

» as ie Ree ef Ar o B 

12a $ 255 |$ 213 |$ 80 |$ 65 |$ 289 |$ 12 | $ 914 
10248 tee 182 220 82 61 189 15 749 
1005 222 238 77 70 300 9 916 
12624. 236 300 83 68 262 16 965 
Cryer aie 208 302 89 80 175 18 872 
LOO Beers 170 362 109 87 160 21 909 
1920 eee 334 348 141 117 149 — 1,089 
1930 et 267 429 105 136 274 — 1,211 LOS tego 157 BTL 95 138 271 = 1,032 
1053 phasis 134 349 79 154 246 a 962 
1993 2s 183 257 80 160 196 —— 876 
1934 183 321 86 190 184 = 964 
1935) eas 187 368 98 196 188 — 1,037 1936 odo 189 379 108 237 157 — 1,070 
1923-29 inc.|$1,607 |$1,983 |$ 661 | $ 548 |$1,524 |$ 91 {$6,414 1930-36 ine.) $1,300 |$2,474 | $651 | $1,211 |$1,516 — $7,152 

(1) From Department of Municipal Affairs. The figures do not include education 
costs. This is true for next two tables. 

— Included in Health and Relief. 
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TABLE III, 

EXPENDITURE— VILLAGES (1) 

(In Thousands) 

ow g 

g 22 s g 5 ; ee | ge | £08] $8 | 38 F Z 
o S) é S BH'S oO on sg Oo > 43 = Ay 0 ag Arg ) =m 

O23 Steed ns $ 68 3 144 $ ls $ 27 $ 6 $255 ‘ 
ODA eto. & iD IBA 15 Pall 5 244 
OD See eee 63 147 18 19 4 251 
92 Gla 69 154 20 ie 5 265 
NSAP met ace 69 152 22 18 Ikea 16 294 
LOD G eee. 64 210 20 24 90 17 425 
OD Ore eres: 55 234 26 35 18 == 368 
93 Ogee eee 58 184 33 39 22 — 336 
[OS AR ee 62 159 Bil 46 20 — 318 
IS RP Aaclene 59 144 23 48 18 — 292 
1933 See. 57 144 lui, 51 16 oe 285 
LOO Ag een3.8 60 159 24 62 12) as Bally 
(93 5a 61 147 24 72 ial ste 315 
OS Gieeeeeees 60 169 26 89 10 — 354 

1923-29 inc.| 460 1,169 68 143 209 53 2,102 
1930-36 inc. 417 1,106 178 407 109 — DOM 

(1) From Department of Municipal Affairs. 
— Included in Health and Relief. 

TABLE IV. 

EXPENDITURE—MUNICcIPAL Districts. (1) 

(In Thousands) 

5 8 s 
Be 3 a 

E pts ER fas 
H 2 ag a 2a 
o 4 Oy) od ee a d 

s EM Ge ese ke joey |e 
a az ce os Ac 5 

Gp Rs oA ee eae $ 785 $1,811 Cee $ 204 Geen. $ 2,800 
OD Aigeancts Mise t Mh. 690 2533 ee ere ee 20 5) alt 
ODD mie eacet et coke oe, 645 D345 mallee cceres DO it ates 3,197 
LOD Git eearteric Sete. 593 2,494 105 209 aa eee 3,415 
LO ane tae ene or 660 2,922 NeMi SA aie, cee 4,033 
NOD 0 meer et ee 644 eral 116 Die See 2,302 
OQ Oe eae 660 3.484 151 RO seco 4,599 
G3 OSE caer nea oe 595 3,141 150 Syl Anson 4,231 
OS lig Sense. seen ces: 573 2,506 116 416 6 3,617 
OS Oe eae Agee. 5: 601 1,640 99 411 4 DIRS 
LOSS Aa sos. ceca: 492 1450 98 410 3 2,454 
OS Ae nents Mises ee ccccs 502 1,971 12S) 571 5 Sle 
TOS 5 Mees eat ccs 511 1,818 100 650 4 3,083 
193 Gian bees eee 546 1,812 99 OGe 1 eee BI208 

O23 —29 me nCy waite -2 $4,677 |$16,661 509 S13 aan ene $23,577 
UGSU=368 inca 3,820 14,339 785 3,599 GS pe 22,565 

(1) From Department of Municipal Affairs. 
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an analysis of the expenditures of the towns of the Province from 

1923 to 1936. It will be observed that the cost of administration 

in the towns of the Province actually declined notwithstanding 

a material increase in the number of towns and in population. 

Expenditures for the protection of property and persons have 

increased only nominally but the cost of health and relief have 

mounted steadily until in 1936 they were nearly four times what 

they were in 1923. 

In Table II a similar analysis is shown for the villages. It 

indicates that the costs of administration, public works and debt 

redemption have been considerably less in the period from 1930 

to 1936 than in the period from 1923 to 1929. Health and relief 

costs, however, have increased by about 200 per cent. Notwith- 

standing the growth in the number of villages and in population 

and the increase in relief costs, the total expenditures of the vil- 

lages for the six years ending in 1936 were virtually the same 

as in the six years ending in 1929. 

In the case of the municipal districts, debenture debts have 

been almost completely wiped out, administration costs have 

been pared to the bone and roads and other public works have 

been neglected as Table IV indicates. On the other hand grants 

in aid of welfare purposes, health and relief costs have mounted 

steadily until in 1936 they were nearly four times as high as in 

1923. Yet, significantly enough, the total expenditures of muni- 

cipal districts in the six-year period ending in 1936 were smaller 

than in the six-year period ending in 1929. This reduction was 

forced through sheer necessity, following the rapid decline in 

the values of farm products, and resulted in the almost complete 

abandonment of expenditure for roads and public works. 

In the cities a similar situation is found. In Edmonton, for 

example, in 1936, out of a total expenditure of over $5,000,000 

less than 8 per cent ($464,000) was for protection of persons 

and property as shown by Table V. Three per cent was incurred 

for general administration. About 2 per cent was spent for 

highways and streets. Nearly all of the balance, exclusive of 

debt service, was spent on education and the social services, in- 

cluding health, mothers’ allowance, relief and the like. 

What is said about the city of Edmonton will also apply, to 

an equal extent, to the city of Calgary. Out of a total expenditure 

in that city for the year 1936 of $4,427,714.14, the sum of 

$2,359,771.76 was spent for social services or over 50 per cent 

of the total expenditure. This expenditure is made up as follows: 
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Civica Rehicivancde Clranitiesteeaneesesee crete: $ 887,558.76 
(Chaiticherats) Jauieh . 2.cacceassacrta ciassndebe eaocr aera peo ae eebere 14,705.07 
Hlealthwancds Glin cues ees rec rtecre teenies 59,005.12 
TEU OGTONARSIIG).anccsaceddbodbonorktb Bee phae er eebadnoacbocbackaer caer enn aetPes 59,502.81 
TGHSICERACT SN sdecoddocaceneedkchabaceeStoncesBcadheom ioc eeneen aaaenannEe 1,339,000.00 

MotalecostrOteSOClale SeRVaC eS meee etter tee: $2,359,771.76 

In the same year the city of Lethbridge found itself in an 

even more difficult position due to the fact that employment in 

the coal mines adjacent to that city is of an intermittent nature, 

and many miners were obliged to seek relief for part of the year. 

It is estimated that 42 per cent of the city’s total expenditure 

represented the cost of unemployment relief for that year. 

TABLE V. 
SUMMARY OF CURRENT EXPENDITURES IN EDMONTON. 

1929 1935 1936 % 

GenenaileAclhiageesesees cee $ 185,903 | $ 154,353 | $ 167,169 3.218 
Protection of Persons 

auavel J2VROVOLEVANY, coccocancocoecan 520,641 468,032 464,228 8.937 
Highways and Streets ... 133,432 104,929 115,455 2.223 
TEGRIGENEIOIN — ccacocscodoceseansuebeobe 1,409,200 1,408,000 1,438,475 27.694 
Health and Sanitation 171,674 180,265 189,993 3.660 
Social Service and Wel- 

fare (not including di- 
THEE THOINSID), cesssasosnonssecoane 286,543 406,175 388,815 7.482 

Parks and Recreation .. 82,060 70,735 78,796 iL fay 
Unclassified (including 

TAEIDIEHD) co assntion npc e SERED 174,318 629,731 765,883 14.745 

Frontage Taxes on for- 
feited properties ......... 145,510 125,176 136,004 2.619 

Total for General 
UT POSE Sime eerste ee eeesas 3,109,281 3,547,396 3,744,818 72.090 

Debenture Interest and 
Redemption, General 1,143,369 1,470,078 1,569,449 30.216 

ID AaleIN cntacconeecosectrnon er teorreeee 129,799 2.500 

4,252,650 5,017,474 5,444,066 

SHOT OUTS conanssheesossonceseocooase00000 1,589 250,000 250,000 

$4,254,239 | $4.767,474 | $5,194,006 100.0% 

BURDEN ON REAL ESTATE AND TAX ARREARS 

In the 53 towns and 147 villages, about 90 per cent of the 

tax revenue comes from real estate. In some of the smaller 

units it is probable that the figure runs close to 100 per cent. In 

the municipal districts a larger percentage of the revenue on 

the average comes from real estate than in the case of the towns 

and villages. It is probable that in the majority of the municipal 

districts the percentage runs as high as 98 per cent. Even in 

the cities it is estimated that on account of the narrow tax base 

that can be allotted to them, from 80 to 90 per cent of the total 

revenue is represented by the tax on land. This explains the com- 
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paratively high mill rate which the cities have been obliged to 

levy during the past few years. In 1936 the city of Wetaskiwin 

had the lowest mill rate, namely 33. The mill rate in Edmonton 

was 55 and in Calgary 56, while the city of Drumheller with its 

high expenditure for unemployment relief was obliged to levy 

a rate of 60. 

So long as real estate constituted the chief form of property 

and there were few non-property holders in a community, a tax 

system based on land values operated with reasonable fairness. 

In the course of time, however, with the widening of the fran- 

chise and the growth of social and economic problems, pressure 

was exerted on governments to expand services. In the early 

days, the tax revenues were largely spent to improve the status 

of the land holder. In time an increasing share of the tax revenue 

was employed to furnish services to the non-property holder 

although the revenue continued to be drawn from real estate. 

At one time education was a luxury available to those who 

could afford to pay for it. When later it became recognized, 

quite properly, as a public responsibility, the burden of financing 

this reform still continued to rest on the owners of land. Not 

many years ago the widowed mother had to face her calamity as 

best she could, or was supported by private charity. This was 

also true of the indigent, the unemployed and the mentally ill. 

Few today will seriously question the duty of the state to care 

for such unfortunates. The proposition is still voiced by some 

that property should only be taxed for such services as benefit 

the property holder. This proposition probably must be subject 

to considerable modification. At the same time the question 

can be properly raised as to whether a specific class in society 

should be selected to support the whole burden of social welfare 
and social service. Property holders should not be given pre- 
ferred treatment; nor should they be isolated and discriminated 
against. 

The problem of increasing cost of social services is found in 
its most serious form in the cities where about 26 per cent of the 
people of the Province reside.) 

In Edmonton for example the cost of education has in- 
creased from $740,000 in 1917 to $1,438,475 in 1936, an increase 
of nearly 100 per cent, although population during that period 

(1) Population of Alberta cities 

Edmonton ae 85,470 Red Deer .ancr ue eee 2,344 
Calgary iene sgevuastiec eae eee 83,304 Wetaskiwin yas eee 2,125 
Lethbridge? ane. eee 13,489 Drumheller eee 2,987 

Medicine Hiatus seneee ees 10,300 

. 
| 



FINANCIAL PROBLEMS 315 

increased more slowly. Social services, including mothers’ al- 

lowances, mental defectives, tubercular patients, old age pensions 

and unemployment relief, increased from $5,163.00 in 1919 to 

$775,235.00 in 1936, an increase obviously out of all proportion 

to the increase of population. Indigent relief increased from 

$3,146.00 in 1919 to $117,730.00 in 1936. The cost of protecting 

property (such as police and fire protection) and of providing 

streets on the other hand has decreased considerably. While 

the tax revenues have steadily increased the number of tax 

payers has declined materially. In Edmonton, out of a popula- 

tion of 85,470, the total number of tax payers in 1936 was only 

14,023. In Calgary in 1937 out of a total population of 83,304 

the number of tax payers was 12,147. 

The following observations of the City Comptroller in 1937 

emphasize the gravity of the financial position in which Edmon- 

ton finds itself: 

“The result of the operations for the past year was a 
deficit of $621,205.09 as compared with a deficit of $129,- 

799.31 in 1935. To this item of $621,205.09 must be added 
$250,000 for Sinking Funds capitalized, and $265,411 for 

Debenture Interest and Sinking Funds deducted from the 

levy in order to come within 55 mills, a total deduction from 

debenture charges of $515,411, making a true operating 

deficit for 1936 of $1,136,616.09, or a tax rate of 76.35 

mills.’ ) 

The fiscal position of the cities is adversely affected by the 

earlier excessive expansion and land boom. But in addition to 

the inevitable decline in land values, the burdensome taxes on 

land are driving down land value to a small fraction of its early 

market and assessment value. In Edmonton, for example, land 

assessment stood at $191,300,000 in 1914; in 1938 it was only 

23 million dollars although between those years population had 

risen from about 35,000 to 85,000. In Calgary over the same 

period a reduction took place from 180 million dollars to 23 

million dollars. In Lethbridge in 1919 the assessment was 

$15,112,980 with a population of 10,950; in 1936 with a popula- 

tion of 13,520 the assessment had dropped to $9,561,595. In 

the city of Medicine Hat in the four years from 1932 to 1936 

the assessment declined by nearly 3 million dollars. 

Previous to 1918 the cities of Edmonton and Calgary had 

made their assessments on the basis of a single tax, buildings 

and improvements being exempt. In that year, however, the 

single tax principle was abandoned and land is now assessed at 

its fair actual value with buildings and improvements valued at 

(1) Comptroller’s Report, 1937. 
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varying percentages of their value. In Edmonton the rate ap- 

plied to buildings is 50 per cent of the value of dwellings and 

60 per cent of business premises. In Calgary on both dwellings 

and business premises the rate is 50 per cent, while in Lethbridge 

and Medicine Hat the rate is 66 2/3 per cent. 

The proportion of tax levies actually collected is one reflec- 

tion of tax paying ability. The accompanying tabulation is in- 

dicative of the inability of property holders to pay their taxes. 

TABLE VI. 

Percentage of Current 
Per Capita Levy uncollected at 

Municipality Tax Levy the end of fiscal 
year 

1936 | 1935 1936 1935 

Edmonton sticcdunwteee $43.84 | $45.86 19.7% 21.1% 
Calgary. oc eee 45.01 | 43.62 24.9 | 24.9 

Lethbridge ...... ; $ 40.46 Hc asuit 19.8 20.0 

Medicine” Elatiee.cseee =: 34.53 | 35.20 ES} 26.8 

Regina bond lec ener 44.03 | 46.60 39.3 41.2 

SasketGOR cuscueeneen 4491 | 43.94 36.4 39.4 
Brandon (2 28.21 | 29.35 42.7 39.8 

WWohaWalyelsle2 ecnaee concoss mason teoee 41.13 | 42.08 cose 31.4 

This data indicates that the problem is not confined to Al- 

berta cities. When from one-fifth to one-quarter of tax levies 

is uncollected, as is the case in Alberta cities, and the proper- 

ties become threatened with forfeiture, we must assume that 

the burden has become excessive. 

FORFEITURE FOR TAXES 

In Edmonton the total amount of arrears and penalties 

against lands forfeited to the city, up to 1937, was $5,780,667 
which, combined with the amount of $2,076,959 of current ar- 
rears in taxes, makes a total of $7,857,627 still outstanding. The 

total lots contained within the city limits amounted to 110,000 
and the physical basis of taxation has now shrunk to 53,257 lots. 
The accompanying schedule indicates that nearly 57,000 parcels 
of land, assessed at over $10,000,000, today stand as forfeited to 

the city. 
TABLE VII. 

PROPERTY ACQUIRED BY City THROUGH TAX FORFEITURE. 

No. of Assessed 
Parcels Value 

As at Dec. 31st, 1934 (1933 Caveat not included) . 56,057 $ 8,897,380 
1S 1 ann PC Br i en cry her acoaconbOOSe us 1,563 1,136,235 
VOBG ocncsdsshdeshciiens agit ee eene aR cetera een 978 561,000 

58,598 10,594,615 
Less: sold! 11935: amidio.93 Ginemeccnes eerste arene scene sree 1,855 315,583 

56,743 $10,279,032 

(1) Bulletin, Citizens’ Research Institute, June 30, 1937, 
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In the city of Calgary at the end of 1936 the assessed value 

of forfeited lands within the city limits was $5,558,458 and the 

assessed value of forfeited buildings $269,320. The accumulation 

of tax arrears as represented by taxes in arrears at the end of 

each year from 1926 is as follows: 

OUD 2G piirasreneea seisee sees aaa Searels acirosiac eat dn sr saeaouesporadesptcas $ 615,543 
IQA cece 606,178 
1928 487,991 
1929 495,893 
1930 706,301 
1931 919,985 
ISB PA cae 1,363,854 
IIIS) eos 1,552,919 
1934 .... 1,564,186 
1935 1,423,006 

In the city of Lethbridge tax arrears had accumulated from 

the sum of $163,936 in 1930 to $429,985 at the end of 1936, while 

at the end of that year 198 business lots had been forfeited to: 

the city for non-payment of taxes with an assessed value of 

$165,930 and 7,866 residence lots with an assessed value of 

nearly one million dollars. 

Such a state of affairs should be cause for alarm. It is true 

that much of this forfeited land lies outside of the thickly set- 

tled portions of these cities; yet property centrally located is 

being forfeited as well. For example, several large business 

blocks on Jasper Avenue, the main business street of the city 

of Edmonton, have been forfeited to the city. These had an 

assessment value of several hundred thousand dollars. The an- 

nual revenues derived from these properties were either com- 

pletely absorbed by the tax collector, or so nearly was this the 

ease, that their retention under private ownership no longer 

seemed worthwhile to their former owners. It is also significant 

that on Jasper Avenue, between 101st and 109th Streets (vir- 

tually the heart of the business district), 20 vacant lots have 

been forfeited to the city for non-payment of taxes, and that 

these had an assessed value of nearly $350,000. Altogether at 

least 1,000 business and residential properties have been for- 

feited to the city. Nearly 2,000 home properties were at various 

stages of forfeiture in September, 1937. Those who are familiar 

with conditions in the cities are fearful that unless appropriate 

action is taken the forfeiture of improved as well as unimproved 

properties will continue at an accelerated rate. 

LocAL ASSESSMENT AND TAX ARREARS 

The accompanying table indicates the position with respect 

to local assessment, tax levies, collections, and arrears. In 1936 

local tax levies (not including revenues from other taxes and 

other sources) amounted to $17,156,000, or $23.32 per capita, but 
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at that time nearly $28,000,000 of taxes were in arrears, or about 

$38.00 per capita. Averages are deceptive. While the per capita 

arrearage was $38.00, not all people are direct tax payers; if 

these figures were reduced to a tax payer basis (which is im- 

possible with data on hand), the picture would be much darker. 

In Edmonton, for example, the current arrears amount to about 

$2,076,959; if this sum is divided between the 16,292 property 

tax payers the arrears per tax payer are $128.00. Even this does 

not state the whole problem. Since many tax payers are not in 

arrears the burden rests on those who are, and this would in- 

crease the per capita rate greatly above the figure quoted. 

TABLE VIII. 

LocaL ASSESSMENT AND TAXES, 1936.(1) 

a 
$e eo aS 23 3 
ag 4 ee.) Boe = 
© © Cee) RS a Og 16) O09 Osa ~~ Om § P = 23 S28 
5 a 5 7) 5 () 5 2 S }° 5 is} 
At AH | 0 Aap Rap 

(STEIGS” eons ce osace saccheeenerstee $694 $44 46 $44.81 | $24.14 $ 4,814,857 
TOWIOS: cc-ccosdeaterucmcsteserees 700 19.41 17.79 42.61 2,094,979 
Willaped seo eee 526 8.64 8.00 18.50 659,120 
Municipal Districts 942 17.58 16.39 ays v7 18,221,085 
Improvement Districts 680 8.76 6.53 21.14 2,182,604 

— = = SS = = = | a 

Totals or Averages ..... $802 $23.32 | $22.39 | $38.02 $27,972,645 
| 

(1) Data secured from Department of Municipal Affairs. 

(2) Includes arrears collected in 1936. 

It will be observed that the position of the municipal dis- 

tricts is equally serious with respect to tax arrears, the total 

arrears uncollected as at the end of 1936 being $18,221,085 or 

$52.32 per capita. The situation in the municipal districts shows 

a wide variation with respect to arrears, as is shown in Table 

IX. In this data from ten different rural municipal districts from 

widely separated sections of the Province are shown. Districts 

have been selected from the best, worst and moderately good 

sections of the Province. This table shows wide variations in 

the per capita assessments, levies and collections. Of these ten 

districts the best record shows a tax arrearage of about $15.00 

per capita, while the worst record shows a delinquency of $156.00 

per capita, a record about ten times as bad as the best. 
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TABLE IX, 
Loca ASSESSMENT AND TAXES FoR TEN SELECTED RURAL Districts, 1936.(1) 

Municipal District ep q a3 oe g unicipa istric 2 2, 2,2 3) 

a H nfs HY SiO 
ae | go | eo | E48 Bee 

Warners No. 3G) f........:. $2,106 | $27.32 | $19.12 | $83.73 109,290.85 Sugar City, No. 37... 1486 | “i511 | 12'30 | °3701 | ° 83,089.11 Clear Lake, No. 129..| 2.369 21.29 17.33 39.66 80,188.45 Jeoxva@ls INO, WHR cpzactan 2,857 35.74 26.04 | 155.53 245,736.57 Mountain View, i 
NOt Tbe Be aes 1,250 22.48 19.61 39.49 108,548.11 

Waverly, No. 367.......... 1,353 | 22.04 | 25.04 | 30.40 62,693.76 
Vermilion Valley, : 

INOW AS2 secs iscanectel 1,020 28.40 23.23 67.30 138,710.95 
Norma, NO. 515) cc..22.. 849 14.31 15.15 17.06 56,322.37 
Grande Prairie, - 

INI. TGS) corte sorscecen sek 844 14.43 18.71 50.53 120,657.24 
Fairview, No. 858 ....... 817 16.74 20.79 15.39 37,708.30 

(1) Data secured from Department of Municipal Affairs. 
(2) Includes arrears collected in 1936. 

Serious doubts may be raised about the possibility of tax 
payers ever being able to make up such arrears. (3) 

The accompanying tabulation shows the ratio of tax arrears 
to current collections for the period since 1927. These figures 
indicate that the problem of tax arrears is not of depression 

origin. Rather, it arises from more fundamental disabilities. The 

arrears in 1936 in the municipal districts were nearly two and 

TABLE X. 

Tax ARREARS IN TOWNS, VILLAGES AND Municipat Districts. (1) 

MUNICIPAL 
TOWNS VILLAGES DISTRICTS 

Tax Arrears as a/Tax Arrears as a| Tax Arrears as a 
Ratio of Ratio of Ratio of 

Collec- Collec- Collec- 
Levy tions Levy tions Beye, _| tions 

OD eter er cece restos, 128 144 122 139 107 107 
UGQSEM. caster eoke sd 126 137 91 100 95 92 
1G 20M ere eco reecure 109 123 95 113 100 111 
LOS eects cssevecttreeseene 117 144 120 159 128 172 
OS Rye ree TERE tae 108 133 128 147 157 176 
TSR DAI ce Pee aes areal 134 160 147 163 190 209 
OSS Bere ert erenece ise 157 190 180 194 281 219 
OSA ere: 171 185 198 200 216 206 
OS meee cceerariecsteccsses 210 230 210 223 231 243 
LOS Gare nes Dail 240 211 226 238 252 

(3) Elsewhere in this report data were presented showing the large amounts of local 
: taxes and advances which have been written off. 
“(1) Data from Department of Municipal Affairs, 
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one-half times the current levies. In the towns and cities the 

situation was almost as bad. Up to the time of writing little or 

no improvement had taken place. 

DEBENTURE DEBT 

The one relatively bright spot in the picture of local govern- 

ment in Alberta is the low local debt. With the exception of a 

fairly substantial city debt, local governments in the Province 

are comparatively debt free. The total local debt (gross debt less 

sinking fund) is $53,811,008, which is $85.00 per capita, as the 

accompanying table shows. In the cities, however, the situation 

is more serious. The cities have a debt of $47,948,234 or $240.00 

per capita,“) but most of this is found in the two largest cities, 

Edmonton and Calgary. Part of the debt of both these cities is 

represented by revenue-producing assets. These assets consist 

for the most part of publicly owned utilities which in the main 

have been successfully operated. 

TABLE XI, 
LocaL GOVERNMENT DEsT, 1936.(2) 

Seed Grain Tem- Totals less 
Debenture and Feed porary Sinking Per Popu- 
Liability Relief(3) Loans Fund Capita lation 

CUtIES — nacre $65,657,741 enscinens $7,463,226 $47,948,234 240 199,434 
"TOWNS oe bvccsbiaarmtorceee 1,939,465 See Thee 117,322 2,056,787 42 49,170 
Villages .itec manta Si S09 we secs 10,585 48,494 1 35,626 
Municipal Districts ............. 6,014 $2,769,922 981,557 3,757,493 11 348,296 

AT OA LS oo cuca eee $67,641,129 $2,769,922 $8,572,690 $53,811,008 85 632,526 

SUMMARY 

It is difficult to relate statistically the tax burden to the 

incomes of the people. That many tax payers have found their 

taxes unduly heavy is evidenced by the growing tax arrears 

and the records of forfeited titles to land. The burden of heavy 

taxes, coupled with the burden of high interest rates on land 

mortgages, has proven too severe in many cases. The tax bur- 

den alone, or the interest burden alone, could perhaps have been 

met in many cases where the two burdens combined turned out 

to be too onerous. Two such burdens, however, to be met out 

of a highly variable and uncertain income constituted more than 

many people could bear. Tax delinquency, forfeited lands, anti- 

foreclosure laws, debt and interest reduction laws—all are an 

expression of the economic plight in which the people of Alberta 

have found themselves. After years of struggle many have lost 

hope; others are still trying to meet their obligations. A turn of 

fortune’s wheel in the form of somewhat higher incomes of a 

(1) Data secured from Department of Municipal Affairs, 1937. 

(2) Data from Department of Municipal Affairs. School Districts have a debenture 
debt of about $10,000,000. 

(3) Due Provincial Government. Considerable sums have been charged off by the 
Provincial Government. 
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more stable character from year to year, or a system of costs 

correlating more closely with income, would relieve much distress. 

The situation facing the local governments has become 

critical. Under The Public Utilities Act the Minister, the coun- 

cil of a municipal unit or the bondholders may apply to the 

Board of Public Utility Commissioners for a re-adjustment of 

any debenture liability. However, the Board, with the approval 

of the Lieutenant Governor in Council, may direct a settlement 

only if holders of 60 per cent of the debentures give their consent. 

So far the Board has been unable to effect compromises 

other than for interest rates. In no case has the principal been 

reduced. In view of recent court decisions there is considerable 

doubt whether the Board can reduce arbitrarily these debenture 

loans and interest. To the beginning of 1938 the Board has 

effected compromises with respect to Edmonton and Calgary, 

nine towns, one village, 63 school districts and two municipal 

hospital districts. The fiscal position of the Province precludes 

substantial relief from this source. Short of a general settle- 

ment of the debt problem in conjunction with a reform of the 

system from which it arises, no permanent solution of these 

difficulties of local authorities is possible. However, the situa- 

tion would be eased on a temporary basis and to a considerable 

extent, if the pressure on the Provincial budget was relieved by 

money grants from the Dominion Government on lines sug- 

gested hereafter. 



CHAPTER XIV. 

The Need of Better Housing in Alberta 
and Its Relation to Unemployment 

A pressing need of our people could have been met, and the 

problem of unemployment relief partially solved during the 

last few years, by a planned system of low-cost home construc- 

tion, if funds had been available on long terms and at a low rate 

of interest. The lending institutions in Canada, by them- 

selves, failed to meet the situation, whereupon the Dominion 

Government, in 1935, enacted The Dominion Housing Act to 

stimulate the building of homes throughout Canada. This legis- 

lation was somewhat constructive but did not go far enough. It 

has been of little benefit to Western Canada, and of no benefit to 

Alberta, as will be noted by the following statement issued at 

Ottawa on November 3rd, 1987, showing loans made in the nine 

provinces from the inception of the Act until October 31st, 1937: 

Ontarioe (2... eee OBO ei arsenate ne concer $ 5,154,292.00 
QMuebe@.cc. eee AS5\) Jot eee ee ee 4,200,829.00 
INOWa So COLlay ae ene eee 243 
Bricishy Columpla ssa 215 
New Brunswick 2. 7nsen 58 : 
Manitobak<ceie 2 ee 497 570 loans totalling .......... 2,543, 162.00 
P) Be island 23... eee ee 10 
Saskatchewan ssc 2 
Alberta: 2: 2.5238 eee Nil (2203 oe Nil 

$11,898,303.00 

The Dominion should have provided funds for home-building 

several years before 1935 on long terms at low rates of interest 

—at say not more than two per cent per annum to cover adminis- 

tration charges—as a means of furnishing much needed housing 

accommodation and of creating employment. The lending insti- 

tutions insist that they cannot lend money at interest rates of 

two to four per cent per annum on long terms. Assuming this 

to be the case, we can only say that they have ceased to be of 

value in solving our present-day problems and must give way to 

a new system. The old system will have to be discarded just as 

old machines are scrapped from time to time to give way to new 

inventions. Every business and activity must adapt itself to 

new conditions that arise in order to survive. Experience has 

shown that lending organizations have failed to meet the crisis 

but despite this there is great hesitancy on the part of the Gov- 

ernment of Canada to take any step which will operate to the 

disadvantage of these corporations. It is contended that there 

must and will be a radical change in this policy as the interests 
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of the nation as a whole must be considered first. The day of 

high interest rates is over. Western Canada is no longer a 

pioneer country and if it is to progress, it must be provided with 

credit for essential undertakings at low interest rates and on 

long terms. 

Lending corporations have refused to make loans in Alberta 

under The Dominion Housing Act on the ground that legislation 

in Alberta relating to mortgages and debts generally is not satis- 

factory from the lender’s point of view, but it is believed the real 

reasons for their refusal to lend under this Act are, firstly, fear 

lest the lending of money at 5% per annum would react against 

the collection of interest on existing mortgages bearing interest 

at seven, eight and nine per cent and, secondly, the tendency of 

loaning companies to raise interest rates by curtailing credit, 

because this method invariably increases both demand and will- 

ingness on the part of the borrower to pay almost any price for 

credit. Regarding debt legislation, it is well to remember that 

certain other provinces have also seen fit to protect debtors under 

certain circumstances. The prevailing opinion in Alberta is that 

debt legislation was absolutely necessary to protect debtors in the 

Province from loan companies and other creditors who have been 

far too exacting in their demands, notwithstanding the absolute 

inability of borrowers to make their payments. Existing debt 

legislation in the Province does not interfere with securities 

taken by The Canadian Farm Loan Board, nor does it interfere 

with securities that might be taken under the terms of The 

Dominion Housing Act. 

At any rate, no matter which way one looks at it, the present 

system of financing the building of homes has broken down. 

Even if loan companies would agree to advance funds in Alberta 

under The Dominion Housing Act, they would probably, as in the 

past, limit their advances to certain sections of a city and to 

certain types of houses and would not be interested in a general 

scheme for providing low-cost homes. It would appear from the 

experience in Manitoba that the average loan made under the Act 
is $8,400.00.) As for the interest rate of 5 per cent provided 

by the Act, it is contended that this is excessive in the light of past 

experience of individuals and nations and in view of the fact 

that only one dollar is available to our people for every five that 

they already owe. It may be observed that as the Dominion 

Government contributes funds under this Act at three per cent 

per annum, the actual interest yield to the lending institutions is 

between 5.6 and 5.9 per cent. This clearly proves that the 

Dominion Government can and does provide funds at less cost 

than private corporations and should make available all the 

(1) (Press Release from the Department of Finance at Ottawa, June 14th, 1937.) 
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necessary credit for the construction of low-cost homes without 

passing on to lending institutions the opportunity to profit at the 

expense of the home builder unless these institutions will provide 

credit at a low rate of say 2 per cent per annum on long terms. 

As a result of the existing circumstances, we have in Alberta a 

real housing shortage and a growing slum menace with all its 

attendant misery, large-scale unemployment, heavy relief ex- 

penditures and a shrinkage in the assessment rolls of the cities 

necessitating an abnormally high mill rate and a consequent 

forfeiture of homes. Rural homes have also deteriorated rapidly 

and do not provide an incentive to people to remain in the rural 

districts. Speaking generally, the Dominion Government has 

maintained an indifferent attitude towards the critical situation 

which prevails, making only feeble attempts to correct a con- 

dition that requires drastic treatment. 

SHORTAGE OF HOMES IN ALBERTA 

There is a very definite shortage of homes in the Province. 

For the purpose of precise illustration, the city of Edmonton is 

used, although it is believed that upon examination it will be 

found that other cities are in the same position and possibly feel 

the effect of the shortage of houses even more than Edmonton. 

The Dominion Bureau of Statistics in its publication, “The 

Housing Accommodation of the Canadian People”, 1935, based 

upon replies to questions asked in the 1931 Dominion Census, 

reveals that Alberta was even then deficient in housing accom- 

modation to an extent greater than in the other provinces in 

Canada. The present inefficient financial system renders our 

working people more in need of employment than are the working 

people of most of the other provinces of Canada, a condition that 

will continue as long as our present home owners are dependent 

upon business activity and employment in order to save their 

homes from foreclosure and forfeiture. This publication shows 

that 68.71 per cent of Alberta’s rural households were then living 

in houses of from one to four rooms and 46.97 per cent of its 

urban households were housed in one, two, three or four rooms. 

The following table from the Dominion Report shows the per- 

centage comparison with the average for Canada: 

TABLE 

Alberta 
Canada 

Rural Urban 

Households with 1 room 5.61% 15.55% 6.35% 
Households with 2 rooms 9.69% 18.79% 9.40% 
Households with 3 rooms 
Households with 4 rooms 

10.27% 16.06% 10.55 % 
13.80% 18.31% 16.67% 

TOTAL 1 to 4 rooms ........ 39.37% 68.71% | 42.97% 
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Further comparison of the cities of Canada having popula- 
tions of 30,000 or more, shows that Edmonton and Calgary in 
1931 had each about a quarter of their population living in one, 
two and three-room shacks or small apartments. The following 
table shows the comparison with all Canada: 

TABLE II. 
CiTres oF 30,000 PopuLATION OR OVER 

Canada | Edmonton| Calgary 

EIouseholdsmine lerOOMmmess ene 2.50% 7.12% 5.89% 
ELOUSEM OG Sine? eO OMS me eereee este a 4.43% 8.18% 8.98% 
IOUSeMNoldshineseGOOMS mete eee. 8.65% 9.13% 10.53% 

15.58% 24.43 % 25.40% 

Edmonton Calgary 

LoOtalenatiMbere oh vowmedh MOMesmes see tees 10,007 10,526 
Total number of rented HOMES ........s0.0.c000c00eeee0n0- 8,861 9,845 
REEcentaveTnOlrowmMed MOMCSma eye ene. 53.04% 51.67% 
Rercentare Of menteddOmesiensees pies nsec eee 46.96% 48.33% 
INumberon lodeincmhariliesmem eee ne ctncsesrctes 889 1,143 

Even at the time of the 1931 Census, it was apparent that 

housing conditions in Calgary and Edmonton, with one-quarter 

of the population living in one, two and three-roomed dwellings, 

and nearly one-half of the population living in rented houses, 

were far from satisfactory. The condition has been greatly 

aggravated since then. 

Despite abundant available materials and a plentiful supply 

of human labour, the effect of the lack of funds for home building 

is reflected in Table III showing the number and value of build- 

ing permits issued during recent years in the City of Edmonton, 

and the total value of the assessment roll. The year 1929 is 

taken as the starting point because it was a peak year in building 

construction in Edmonton, with virtually every man employed. 

TABLE III. 

No. of Total City 
Year Permits Value Assessment 

TOPS) so Ss Sorel aA nee SAREE 1,339 $ 5,670,185.00 $63,176,880.00 

TNO RYO Sha a Re are ho leans eee 1,166 4,300,935.00 65,687,070.00 
GSS enerrnecee treet abet sone eae asc fel 914 ILS OD) 66,496,485.00 

MOS Deere, peeret thee taateatesscartec See 789 1,093,045.00 66,099,395.00 
MOS Seem on che odes estate nace 581 428,565.00 65,756,720.00 
OS Antena eon ci tenet aw ancees 566 479,108.00 56,475,850.00 
TESTS)” dence ina cL ake WOE nScce caee EE SAEs 651 676,535.00 54,613,530.00 

THESIS): * se cansonmeolene seco ease te eacbereorenee 742 895,440.00 54,063,020.00 

DUO cen cade reenebem nats ase Paneann ne 908 865,560.00 53,948,165.00 

From the above table it will be seen how severely Alberta 
has been hit by curtailment of normal building activity. It 

caused in the capital City of Edmonton a shrinkage from $5,670,- 
185,00 in 1929 to $1,377,175,00 two years later and a further 
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shrinkage to $428,565.00 in the ensuing two years. This terrific 

shrinkage of expenditures in the building trade in the eight years 

from 1929 to 1937 as a result of policies of credit restriction has 

been a major cause of unemployment in the cities of Alberta. 

Increase in the value of building permits to over $600,000.00 

in the years 1935 and 1936 does not indicate any increase in home 

building. The increases in 1935 and 1936 were due to the erec- 

tion of five public buildings in 1935, and the erection of the new 

plant of Canada Packers, Limited, in 1936. 

Table IV in the appendix to this Chapter gives an itemized 

analysis of the building returns for the City of Edmonton, taken 

from the books of the Building Inspector’s office, and gives an 

accurate picture of the shrinkage since 1929. The heavy curtail- 

ment of home building indicated in this Table was not due to any 

failure of demand for homes which, during these years, was more 

exigent than before. The decline in home-building was due 

mainly to the failure of the Bank of Canada to make available 

sufficient financial credit on satisfactory terms. In another 

Chapter of this Brief it has been shown that the Central Bank 

could have purchased the gold production of Canada with its own 

paper and upon this gold as a base could have expanded credits to 

be advanced to provincial and municipal governments for home 

building and other works schemes at very low rates, without for 

one moment affecting the external exchange value of the Canadian 

dollar. This it failed to do, however, and building lagged. Many 

men, who under building programmes could have been employed, 

were forced to the breadline, thus increasing the relief burden 

on governments. High taxes, occasioned by large expenditures 

for relief, social services and high interest rates on a mounting 

bonded indebtedness, also acted as a brake to home building in the 

cities. A planned home building programme would go a long way 

towards alleviating the problem of high taxes. 

Table V in the appendix to this Chapter is a report on the 

construction industries of Canada, 1936, taken from the Dominion 

Bureau of Statistics. It is to be noted that the amount spent in 

1936 in Alberta on alterations, maintenance and repairs was 

nearly equal to the amount spent on new construction and the 

percentage which the former figure bears to the latter is much 

greater in Alberta and Saskatchewan than in any other province. 

This simply indicates that instead of building new homes people 

are endeavouring to get along for the time being by crowding 

into single family dwellings which have been converted into two 

or more suites. 

Between the years 1931 and 1936 the population of the City 

of Edmonton increased by ten per cent, the 1931 Dominion Census 
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showing a population of 79,197, and the 1936 Census a population 
of 86,136. 

For this ten per cent increase of population there was no 
commensurate addition to the housing accommodation of the city. 
The number of new dwellings built in this five-year period was 
only 599, plus two apartment houses—or 3.35 per cent increase of 
houses to cope with a ten per cent increase of population. A 
large percentage of these houses cost less than $1,000.00. Indeed, 
it is unlikely that it represents any actual increase at all, since 
the number of old dwellings that were abandoned, destroyed or 
condemned during the five-year period must equal or nearly 

equal the number of new houses built. The normal increase 

during this period should have been at least 2,000 homes. 

It is significant that during the five-year period in question 

nearly 2,000 houses in the city, mostly of the one, two and three- 

roomed class, became encumbered with tax caveats and thus liable 

to forfeiture to the city for non-payment of taxes. This fact, 

together with the percentage increase of the population of the 

city, must be taken into calculation when considering the 1931 

Census percentage of owned homes. 

There has also been a marked drop in the value of city 

houses built in recent years. In the year 1929 the 418 homes 

built averaged a cost of $3,500.00 each ($1,459,800.00 in all). 

In the past three years when 396 houses have been built at a total 

cost of $565,630.00, the average cost was only $1,429.00 for each 

house. No fewer than 195 dwellings were built in the years 

1934, 1935 and 1936 at an average cost of $442.00 per dwelling. 

This speaks eloquently of the home-hunger of these people who, 

denied the assistance of beneficial credit facilities and conse- 

quently compelled to utilize their meagre savings, entered upon 

the task of erecting homes for themselves and their families with 

less than an average of $500.00. Owing to low-rate, long-term 

loans not being available, Alberta home builders have been forced 

in recent years to build for cash. The consequence is that smaller 

and cheaper dwellings have been built than otherwise would have 

been erected—this to the detriment of the home owner and his 

family, the workers in the building and allied trades, the com- 

munity in general and the entire Dominion. 

In the year 1936 of the 203 dwellings erected at a total cost 

of $340,245.00—an average value of only $1,676.10 per dwelling 

—120 of these were of the value of $1,000.00 and upwards and 

the remaining 83 were of less value than $1,000.00 each. 

In 1937 only 130 dwellings were erected at a total cost of 

$157,535.00, being an average of only $1,211.70 per dwelling. 

Of the total, 54 were of a value of $1,000.00 or more, and 76 were 

of less value than $1,000.00 each. 
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In the logic of circumstances, when people are compelled to 

build for cash, there must be a steady recession in the number 

and value of the dwellings erected. 

It will be seen by reference to the third table of figures 

quoted, that the assessment roll of the city benefited in 1931 from 

the normal building programmes of 1929 and 1930, but suffered 

shrinkage after 1931. This shrinkage is, in part, due to the lack 

of activity in home building during recent years to offset on the 

assessment roll the loss through forfeiture of small homes and 

building lots caused by the inability of owners to meet their tax 

obligations. Under the present financial system this inability of 

owners to meet their tax obligations is largely due to lack of 

profitable employment and shrinking incomes. The almost com- 

plete cessation of building, without taking into account the general 

economic impotence under which the Province in common with 

the Dominion is labouring, places the cities of Alberta in the grip 

of a vicious chain of economic reactions, causing large-scale un- 

employment at one end, a shrinkage of municipal revenue at the 

other, and burdening the ratepayer with the costs of unemploy- 

ment relief and the consequence of a shrinking assessment roll. 

Many instances of overcrowding in the City of Edmonton 

could be given. Consider a condition that permits six and eight 

families to live together in a single-family, frame dwelling, erected 

thirty years ago with no increase in plumbing facilities since that 

time. This is not an isolated case. It is not thought necessary 

to elaborate on the present state of affairs. The Edmonton Tax 

Research Bureau, in a brief to the City of Edmonton, on “A Sug- 

gested Housing Scheme for Edmonton’, dated May Ist, 1936, 

stated: ‘Based upon statistics submitted, Edmonton requires 

at least 5,000 new homes if it wishes to have its population 75 per 

cent home owners”. To accomplish this objective would provide 

employment for the building trades for ten years on the basis of 

the peak year of home construction in 1929 when 418 houses were 

built and unemployment was practically unknown. It is esti- 

mated that at the end of ten years, due to the natural increase of 

population, the City of Edmonton would still have a housing 

shortage to the same extent as at present unless it substantially 

increases the number of homes constructed each year during this 

period. 

“The large six-room dwelling is predominant in the Mari- 

times and Ontario, where there is least evidence of crowding, and 

conversely, on the prairies where three and four-room dwellings 

predominate, there is definite evidence of inadequate living space, 

particularly in rural areas. ... Over 60 per cent of prairie rural 

homes contain four rooms or less, while the number of such homes 

in Ontario is less than 23 per cent. In Alberta and Saskatchewan 
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there are more rural households occupying two rooms than in any 

other room group. Prairie urban areas also contain proportion- 

ately more small homes and a lower percentage of large homes 

than is found in Eastern Canada.) 

It will thus be seen that in Alberta and Saskatchewan farm 

houses as well as houses in urban areas are much smaller than 

those found in Eastern Canada. In any scheme providing for 

construction of homes, the agricultural communities of the 

prairies must be included. Our farmers, generally speaking, 

have not been able to enlarge their farm buildings or erect new 

buildings owing to the depression and the disabilities they suffer 

under the present high interest rate system and the national 

policy which forces them to sell their products at whatever the 

buyer is willing to pay and buy the goods they need at the buyer’s 

price. 

In 1930 the average occupational density in England and 

Wales was 0.91 per room.) G. W. Clarke says, “In England any 

community whose index figure is over 105 per 100 rooms (or 1.05) 

is considered to be unsatisfactory.” It is interesting to note that 

the index figure for the entire Province of Alberta in 1931, when 

conditions were not so acute as to-day, is given on page 6 of “The 

Housing Accommodation of the Canadian People’, mentioned 

above as 1.01, being 101 persons per hundred rooms, while for 

the urban population it was 1.04, being 104 persons per hundred 

rooms. Housing conditions in our Alberta cities are in a state 

which in any English industrial community would be listed as 

unsatisfactory. 

BENEFITS FROM SYSTEMATIC HOME-BUILDING PROGRAMME 

No other line of industry returns so large a portion to labour 

in the form of wages as does the building trade. According to a 

table issued by Maclean’s Building Reports Limited in August, 

1936, based on enquiries in the fifteen leading cities of Canada, 

37.3 per cent of all money spent on house construction is paid 

out to men on the job. 

A large portion of the remainder, varying according to the 

locality, is paid out for wages in the production of materials. To 

a considerable extent materials such as lumber, gravel, lime, 

cement, brick, tile and paint, can be produced in Alberta. It is 

estimated by contractors that not more than 25 per cent of the 

direct cost of buildings in Alberta leaves the Province. 

The present state of affairs lowers the health and morale of 

the people of Alberta and is particularly disastrous in its effect 

(1) Seventh Census of Canada, The Housing Accommodation of The Canadian People, 

Ottawa, Dominion Bureau of Statistics, 1935, pp. 3 and 8. 

(2) G. W. Clarke, ‘“The Housing of the Working Classes of Scotland’”’, Chap. 2. 
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on the growing youth of the Province. Not only are they denied 

gainful employment and the opportunity of becoming home 

owners and useful citizens and heads of families, but they are 

denied the opportunity of learning the building and allied crafts. 

Youth, it seems, is doomed under the present system to roam the 

country aimlessly with no hope for the future. During the past 

five years, according to a statement issued from Ottawa, 77,000 

mechanics have left Canada for Great Britain to obtain employ- 

ment there under the British schemes for large-scale construction 

of low-cost homes. Of these, 44,000 were heads of families. An 

adequate home-building programme in Alberta and throughout 

Canada would afford an opportunity for our youth to acquire the 

skill of the building trades. At present there are no apprentices 

in these trades in the Province of Alberta because there is no 

work for them. 

Comparisons between the heights, weights and disease resist- 

ance of children brought up in the model housing areas of Letch- 

worth and Bournville in England, and the adjacent cities. of 

London and Birmingham, show marked advantage in height, 

weight and disease-resistance for those brought up in the model 

housing areas over the children brought up under herd conditions 

of city life. The Dominion Government, which is responsible for 

the herding of families in the cities of Alberta by maintaining an 

artificial housing shortage, is making war upon the innocents in 

our population. 

While governments profess alarm at the growth of social 

unrest in our midst, it is an obvious truism that nothing tends 

more to the growth of discontent than indigence through unem- 

ployment and the resulting forfeiture of small homes. Consider 

the plight of men, normally workmen with homes for which pos- 

sibly they have partly paid, being suddenly thrown out of em- 

ployment and finally, because of lack of employment, losing their 

homes through inability to pay for them. On the other hand, 

nothing presents a greater barrier towards the growth of social 

unrest than steady employment of workers and their ownership of 

comfortable homes. The growth of bitterness in Alberta can be 

traced directly to the present unsatisfactory financial policy for 

which the Dominion Government is responsible. 

The condition of mind which is bringing many people to 

accept indigence through unemployment as a permanent state 

and adjust themselves to living in idleness on unemployment relief 

is, in a large measure, the consequence of the stoppage of home 

building. Both directly and indirectly home building is a large 

and remunerative sourere of permanent employment and social 

content under the natural conditions which could and should exist 
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in our Dominion and would have the effect of distributing much 

needed purchasing power. 

Planned large-scale construction of low-cost homes is a 

recognized method of coping with the dual problems of unemploy- 

ment and housing shortage in Great Britain, the European 

countries and the United States. Speaking at Toronto on October 

14th, 1937, Hon. Vincent Massey, High Commissioner for Canada 

at London, is quoted in Canadian press despatches as stating: 

“Britain’s rehousing plans, fruitful of 3,000,000 new 
houses in the past five years, is the mainspring of the 
business revival that has brought the nation out of depres- 
sion’s depths.” 

Dr. Edith Elmer Wood in “Recent Trends in American 

Housing” (MacMillan, 1931), says, page 10: 

“Post-war housing in Great Britain has extended into a 
movement which can only be described as a peaceful social 
revolution.” 

F. L. Ackerman, leading New York architect and authority 

on American housing, said, ‘““The houses in a town and quality of 

life made possible in a town serve as an infallible barometer 

whereby we may read the state of social, physical, economic and 

moral development of a people.” He also says, “Britain finds a 

return on its investment in housing which cannot be measured 

in terms of money. Indeed, it is highly probable that of all her 

vast expenditures, the homes she has provided for her workers 

will remain one of her few revenue producing factors after it is 

all over. We must realize there is a definite world movement 

towards the amelioration of the conditions surrounding work- 

men.” 

C. H. Whittaker, editor, American Institute of Architects 

Journal, says, “The home is the prime element of national growth. 

It is the soil from whence springs that eagerness in the heart of 

every man for a home of his own. It is, after all, the final 

attribute of life upon the possession and retention of which most 

of our energies are directed. Because of these things it is the 

imposed. This large-scale programme of state-aided house con- 

venience and its durability one may infallibly determine the real 

degree of a nation’s prosperity and civilization.” 

Much valuable information is available in “Modern Housing” 

by Catherine Bauer (Riverside Press, 1934), which, in a survey 

of European housing, sets forth a great deal of data on post-war 

housing in Europe. She deals with the question and quality of 

state aid and shows that in most cases monetary aid was supplied 

at cost and in some cases, at less than cost. In no case is a profit 

imposed. This large-scale programme of state-aided house con- 

struction in Europe which will entail the building of from ten 
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million to fifteen million dwellings before the estimates of the 

International Labor Office are attained, marks the transition of 

housing as a speculative business for immediate private profits 

to its new conception as an essential public utility affecting the 

health and welfare of the nation. 

An ample home-building programme would bring about a 

substantial reduction in unemployment in Alberta under the 

“1-2-1” formula worked out by British economists in connection 

with Britain’s home-building expenditures. They calculate that 

for each man engaged in actual building construction two other 

men become wage earners by producing materials required in 

building, and that the extra purchases of these three when em- 

ployed at gainful works, provides remunerative employment for 

a fourth man. The full significance of this ratio can be more 

fully realized when one considers the vast quantities of building 

materials that must be imported by Great Britain for the con- 

struction of houses whereas, on the other hand, Canada possesses 

an abundance of raw materials and can manufacture practically 

everything needed for her homes. It is reasonable to suppose 

that the indirect proportion of labour involved in this ratio would 

be greater in Canada than Great Britain due to the increase in 

indirect manufacturing employment created. 

In addition to the curtailment of relief costs in Alberta, the 

Dominion Government would obtain sales tax revenue on the 

materials that would go into the houses, the furnishings and 

equipment of the houses, and on the extra expenditures workmen 

would be enabled to make. It would add to Dominion revenue 

from income tax and other sources of taxation. ‘Taking all the 

facts into consideration it is surely evident that a scheme under 

which sufficient public credit is made available for adequate 

building purposes would relieve the present condition of stagna- 

tion in Canada, and the evil effects of the most vicious, debt- 

creating system that ever undermined the morale of a people 

willing and anxious to provide for themselves. 

How EXCESSIVE INTEREST RATES RESULT IN 
EARLY FORECLOSURES 

A significant relationship between long term building loans 

with low interest rates and a low foreclosure rate will be noted. 

The high interest rates stipulated in mortgage contracts in 

Western Canada have been directly responsible for many fore- 
closures and defaults. 

The Winnipeg Housing Commission of 1919, which built 712 

houses between the years 1920 and 1923, reports at the close of 

1936 that only three of the properties have had to be foreclosed, 

making a rate of only 4/10ths of one per cent in which foreclosure 
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had to be resorted to. Ag against this, 219 loans were repaid 
ahead of time and the remainder were $107,260.00 ahead of 
requirements; while the Commission had in reserve and in its 
balance of profit and loss accounts a sum of $247,000.00. 

This was accomplished during a stress period when 11,600 
unimproved lots had reverted to the city through tax sale, and 
with an interest rate of five per cent. 

Similarly in Belgium where 60,000 house-building loans at 
about three per cent were made under the Act of 1889, and 198,- 
000 loans under the House-building Act of 1919 at rates of from 
two to four per cent over a term of sixty-five years,") the fore- 
closure rate is less than two-thirds of one per cent over a period 
of nearly forty years.2) How different would have been the 
picture had these Belgians been required to take out short term 
mortgages at 8 per cent and 9 per cent compounded half-yearly. 

In Great Britain great care is taken to furnish funds at low 
rates of interest and to prevent a prospective home owner from 
assuming a greater burden than he can bear. 

The reason is quite obvious. Where home building loans 
are granted at low interest rates, after the contract holder has 
made a first payment it is cheaper for him to continue paying his 
monthly instalments than to pay rent. Under the Winnipeg 
scheme of 1919, a purchaser had only to pay $25.60 a month to 

acquire in 20 years a $3,000.00 home. Taking into consideration 

principal, interest, insurance and taxes, it pays him to maintain 

the payments on his home rather than rent a similar house. 

Low interest with amortized payments over a long term keep 

the payments within the capacity of the mortgagor to meet, and 

make it profitable to him to meet them on each due date. High 

interest, compounded periodically, with taxes to be paid separ- 

ately, frequently lulls the borrower till he reaches a point where 

the debt is beyond his capacity to pay and it becomes more profit- 

able to him to make default. 

Reason, as well as the lesson of history, dictates the necessity 

for low interest rates and long terms of repayment if debts are to 

be met by home owners. There is less profit in high interest rates 

if they are attended with fear, risk, delay, adjustment, legal 

expense, the necessity to meet taxes and insurance and the risk 

and expense of foreclosure proceedings. Lenders would be better 

off—in many instances would be financially better off—if their 

funds were invested in low interest rate long term mortgages 

where there would be no question of their safety, than to lend at 

eight per cent or more where loaning is attended with uncertainty 

(1) (Catherine Bauer, “Modern Housing”, Appendix, pp. 287-288, Riverside Press, 1934.) 

(2) Caisse Generale d’Epargne et de Retraite, Compte Rendue, 1928, p. 63.) 
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and risk. The question of risk is mainly a question of whether 

the terms of the loan make it possible and/or profitable to the 

borrower to repay the loan. However, as has been pointed out, 

private lenders—whether individuals or corporations—cannot 

meet the needs of the people in this important sphere of national 

economy. The Government of Alberta believes that if the Gov- 

ernment of Canada makes house building loans on the basis 

suggested in this Chapter, namely at 2 per cent per annum with 

payments spread over a long period, foreclosures and defaults 

will become a thing of the past and the building needs of the 

nation can be met on an adequate scale. 

SUGGESTIONS FOR REMEDIES 

A systematic, large scale, low cost home building programme 

is a requirement for rural and urban Alberta and could be under- 

taken by the Province if it had control of its own credit. How- 

ever, if this is denied, the Government of Canada should make 

available for the home building needs of the people, money on 

long terms at a cost not to exceed 2 per cent per annum. The 

authorities in charge of the administration of the scheme should 

prevent purchasers of homes from acquiring obligations that 

exceed their ability to meet comfortably. In the unlikely event 

that the Dominion Government finds itself unable to borrow 

money at 2 per cent or less and shrinks from using its powers 

under The Bank of Canada Act to monetize the real credit of the 

nation and thus make available funds for essential undertakings 

at low rates on long terms, then it is suggested that the provision 

of money for better housing at less than cost is as sound business 

for the Government of Canada as it is for the government of other 
countries, having regard to the efficiency of a home building pro- 

gramme as an economic stimulus. 

The principle of financing production by giving bonuses and 

subventions to railway companies, shipping companies, iron and 

steel industries, the coal industry and others has been recognized 

by the Government of Canada. The industrial development of 

Canada has been assisted by imposing tariff taxation for the 

benefit of industries employing labour. A more effective method 

of stimulating trade, the sole purpose of which is to provide 

people with wanted goods and services, is to bonus the consumer 

which in the present instance would be done to a limited extent 

by providing money for home building. Applied to relieve 

Canada’s housing shortage it would benefit every province in the 

Dominion and Western Canada in particular. 

Furthermore, if this scheme is undertaken by the Dominion 
Government, it should advance 90 per cent of the cost of a home, 
instead of 80 per cent, as there are many safe prospects for a loan 
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who cannot put up the first payment at the present time based 
on 20 per cent of the cost price of a home. 

From October 4th, 1930, to March 31st, 1937, the Dominion 
of Canada, the Government of Alberta and the municipalities of 
the Province expended jointly the sum of $34,567,582.75 in un- 
employment relief in Alberta, the Dominion contributing $12,- 
492,836.55. For this expenditure little return was received. 
Giving profitable and useful employment to a large proportion of 
those now in receipt of unemployment relief through a home 
building scheme is a far better way of alleviating relief conditions 
than the present dole system. Even if the Dominion Government 
continues to insist that it cannot make use of the credit of Canada 
without paying interest, it could make advances for home building 
at a smaller rate of interest than it would have to pay and still 
take care of the relief situation at less cost to the taxpayers of 
Canada than is the cost of the dole. By stimulating home build- 
ing as a remedy for relief a very definite means of repayment for 
money spent is created in contrast with the present system which 
results.in either abnormally high taxes or a colossal debt, and the 
undermining of the morale of our people. 

Alberta presents in its condition of unemployment, excessive 
burden of public and private debt and shortage of homes for the 
decent accommodation of its people, the result of an economy that 
makes the credit of the nation the monopoly of profiteers instead 
of the well-spring of the nation, an economy that bonuses directly 
and/or indirectly the manufacturing interests instead of the con- 
sumers of the nation, and by high interest exaction places the 
most exigent of its citizenry on the rack of usury. 

The Government of Alberta enlists the support of the citizens 
of Canada in its efforts to right the wrongs that the present Dom- 

inion Government and its chosen agents among the lending 
institutions have done to the people of Alberta and of the rest of 

Canada by denying them the benefits of necessary credit in terms 
of public need. While so doing, it repeats its demand that the era 
of usury and the intervention of private lending institutions be 
ended. If this is done, the Province and the municipalities of 
Alberta will be assisted in their task to end unemployment, raise 
the standard of comfort of their people, contribute to Dominion, 
Provincial and Municipal revenues and work out their own 
economic salvation. 
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TABLE IV. 

ANALYSES OF BUILDING RETURNS FOR THE CEEYEO 

EDMONTON, 1929 to 1937 (inclusive) 

1929— 

14 Public Buildings ... $1,227,550 

90 Commercial Bldgs. 2,478,500 

1 Apartment Building 20,000 

4557 Alterations .............. 357,685 

418 Dwellings ........:.0:--2 1,459,800 

359 Miscellaneous ........... 126,650 

TOTAL He at $5,670,185 

1930— 
8 Public Buildings .... $1,586,000 

33 Commercial Bldgs.. 480,850 

6 Offices and Banks... 403,490 

ADD Alterations eeerc-ee-o 230,785 

3377) Dwellings seers 1,114,350 

360 Miscellaneous .......... 485,460 

TOU A La eee $4,300.935 

1931— 

8 Public Buildings ...$ 341,720 

14 Commercial Bldgs... 88,125 

3 Offices and Banks... 40,300 

381 Alterations) sc... 204,990 

210 Dwell S)eesccceeeeese= 621,680 

298 Miscellaneous .......... 80,360 

TOMA LM cers $1,377,175 

1932— 
4 Public Buildings ....$ 106,500 

33 Commercial Bldgs... 442,455 

S50 eAltera tons sss tere 143,485 

125 swe i eS sean ee eesti 319,900 

277 Miscellaneous .......... 80,705 

MO TAL ane $1,093,045 

1937— 

b Public eB uildines neces eeere 
19 Commercial Buildings ............... 
1 Apartment Bulldine eee 

544 Alterations and Repairs ............. 
120 Dwellings, $1,000 and up............ 
83 Dwellings under $1,000 .............. 

136 Miscellaneous essence renee 

1933— 

1 Public Building .... $ 9,500 

15 Commercial Buildings 59,300 
1 Apartment Building .. _ 6,000 

266. Alterations ry seeseee 110,575 

84" Dwellimes te. ere aes 185,600 

214 Miscellaneous .............. 57,590 

TOTAL ee $428,565 

1934— 
23 Commercial Bldgs. .... $ 73,075 

287 TA lterations S2.2--.s- 164,788 
77 Dwellings, $1,000 

ANC UD: vstcencceese etree 200,300 
57 Dwellings under 

OOO i tess sesve eect eens 22,830 
122 Miscellaneous .............. 18,115 

TOT ALi eee = $479,108 

1935— 
5 Public Buildings ........ $260,944 
1 Apartment Building 10,000 

26 Commercial Buildings 64,155 
868) Alterations. 136,531 
60 Dwellings, $1,000 

and! Upset eee 156,500 
62 Dwellings under 

ST O00 scxsencce eee 28,475 
134 Miscellaneous .............. 19,930 

TOTA Tee $676,535 

1936— 

6 Public Buildings ....... $ 60,940 
33 Commercial Bldgs. .... 491,450 

410 Alterations .................. 154,350 
54 Dwellings, $1,000 

Bd, GOO cr... .din steerer 34,535 
163 Miscellaneous .............. 31,165 

DOTA semen $895,440 
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TABLE V. 

REPORT ON THE CONSTRUCTION INDUSTRIES OF CANADA, 1936 

DOMINION BUREAU OF STATISTICS 

Alterations, 

New Construction Maintenance Total Value 

and Repairs 

Canada— 

TARE = 2 caeeeaeereeeenupee tra $140,988,228 

HOS Gree encicsescestocssasecas 170,645,824 

Prince Edward 
Island— 

OS Sith eee teeta eeesere 824,234 

OS Gee ae ce eeeceeee choca: 530,297 

Nova Scotia— 

THORS). caneterinccoasnenaccesen 10,706,324 

19 3 Gwe esate tre ators 10,234,246 

New Brunswick— 

1:93 5 pee eee elec ae 7 7,048,130 

OS Gace tome ate acer 8,808,421 

Quebec— 

LOS HEME ee rem ats 35,036.857 

NOS (ieee cenere cur ecceap nee 41,682,162 

Ontario— 

OS Sateen. eee ese 60,801,203 

93 Greetteceses widen saesstae 73,637,767 

Manitoba— 

OS Deen reer rere sass 7,150,267 

IO SY So naneeansoaneenciceaodee 8,654,638 

Saskatchewan— 

THOR ISY soaccicecoscbooedesoss0c002- 2,930,993 

TOS Giese eke ee 4,965,053 

Alberta— 

TORS) 1 Pherispobenneecceecon 7,536,512 

TOBY Ge -Anctoce peeneeaO0ES OL a 5,287,648 

TG 835). cocccoosbgensecoeuonconcoer 8,993,708 

TSB XG) cocoaucpacconunsas ooseoLD 16,839,592, 

$74,560,645 
87,394,576 

365,796 
285,344 

4,950,974 
5,200,049 

DE OMA DUE 
26,213,925 

30,047,738 
34,622,666 

3,323,366 
4,274,384 

2,130,361 
3,349,615 

4,882,418 
5,950,049 

$215,548,873 
258,040,400 

1,190,030 
816,141 

15,657,298 
15,434,295 

9,983,340 
11,982,253 

58,309,829 
67,902,087 

90,848,941 
108,260,433 

10,473,633 
12,929,022 

5,061,354 
8,314,668 

10,183,322 
9,611,860 

13,836,126 
22,789.641 
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Public Finance and Taxation 

The whole subject of public finance is bound up with that of 
the monetary system. The principle problems confronting all 
governments are the problems of an ever mounting debt structure 
and of the necessity to secure an increasing revenue to meet the 
continually growing need for social services. These are due to 
the vicious results of economic degeneration which in turn are 
due to a discredited and defective monetary system. 

It is a feature of the system, operated at present the world 
over, that as a nation, a province or a state becomes wealthier 
in a real sense, that is in its ability to produce, so its people be- 
come more and more financially impotent, public debts pyramid 
and taxation increases. 'The increased ability to produce is not 
reflected in the purchasing power of the people. In fact, 
purchasing power relatively decreases, leading to economic impo- 
tence. Unemployment, increasing indigence, and health de- 
generation due to worry and poverty, are the outstanding features 
of every economically wealthy country. They are the fruits of 
the present social order and are due to a fundamentally defective 
financial system. Faced with such a situation, governments are 
driven to provide increasing social services, which results in 
increased taxation. 

As it is a feature of the present system that governments shall 
obtain their revenues from taxation, and as taxation renders the 
individual citizen less secure to the extent that it reduces his pur- 
chasing power, it merely aggravates the situation. Therefore, 
rather than attempt to operate within the limits of tax revenue, 
governments are driven to borrowing. This, however, merely 
eases their plight temporarily—for the increased debt leads to 
increased taxation to meet interest and sinking fund payments. 
This in turn leads to the need for further borrowing, and so the 
situation becomes more and more intolerable for the people— 
and increasingly difficult for their governments. 

It is against such a background that the subject of public 
finance should be reviewed. However, this aspect of the matter 
is examined in Part II of this Brief and in this chapter it is pro- 
posed only to consider the finances of the Province within the 
orthodox frame of reference, 
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The financial affairs of the Province have been subjected to 

an unusual amount of critical examination in the past two years. 

In 1936 there was an investigation at the instance of the Alberta 

bondholders committee for which the Government provided every 

facility. In the following year an investigation was made by 

the Bank of Canada at the request of the Government of Alberta 

following similar inquiries by that institution into the affairs of 

Manitoba and Saskatchewan. Both reports are available to the 

public. 

It is proposed to consider the public finances of the Province 

in the light of the Bank of Canada’s report. The report to the 

bondholders committee can be rejected with but passing com- 

ment, for not only has it been widely challenged, but it is com- 

pletely answered by the facts brought out in this chapter and in 

the chapter on Dominion monetary policy. 

In taking the Bank of Canada’s report as the basis for this 

review of provincial finances, the Government does not concede 

to that institution any right to sit in judgment on Alberta. Far 

from it having any such right, it is the Bank of Canada which 

must take its place in the prisoner’s dock for trial before the 

court of public opinion. The disastrous results accruing from 

the operation of the present financial system are the responsi- 

bility of the administrators ultimately responsible for financial 

policy. The Bank of Canada is, therefore, responsible and any 

strictures in regard to the financial consequences of that institu- 

tion’s administration must be directed to that quarter. This will 

be more apparent after a careful study of the entire Brief and in 

particular the chapters on Public Finance and Monetary Policy 

taken in conjunction with Part II. 

The Government of Alberta considers that the report of the 

Bank of Canada was unfair to the Province and discriminatory 

in concluding that it could not recommend that the same tempor- 

ary financial assistance be given this Province by the Dominion 

as it recommended should be given to Manitoba and Saskat- 

chewan, for the sole reason that this Province had reduced the 

rate of interest payable on its public debt. In the meantime, 

however, the following comment from the concluding pages of 

the report is significant and of importance in any consideration 

of the present financial position of the Province and the problems 

which confront it in the next few years: 

“We are of the opinion that the scale of taxation in 

Alberta in 1937-1938 will be approximately the same as in 

the other prairie provinces, and we are not prepared to say 

that any further increase in taxation would be practical or 

desirable under existing conditions ... As in the case of 
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the provinces of Manitoba and Saskatchewan, we are pre- 
pared to say that expenditures could not be kept down to 
the low point of the depression years and that some increases 
were inevitable.” 

Again the following comment from the concluding part of 
the report should be noted: 

“Tf Alberta were now paying full interest on its obliga- 
tions, the Province in 1937-38 would presumably have to 
borrow its full share of unemployment relief from the Do- 
minion, and on the basis of budgetary estimates (not in- 
cluding debt retirement) would have a cash shortage of 
about $600,000. Its position would be a little worse than 
that of Manitoba, but distinctly better than that of Saskatche- 
wan; and a claim for assistance would, no doubt, be con- 
sidered in the light of these facts.” () 

For the purpose of its survey of the financial history of the 
Province, the report of the Bank of Canada divides the lifetime 
of the Province into three periods, the first being the years from 
1905 to 1922; the second from 1922 to the fiscal year ending 
1930; and the final period from 1930 to the present time. 

PERIOD 1905—1922 

As already observed, the report of the Bank of Canada 
makes some startling statements in its references to the financial 
record of the Province during these early years. It states: 

“The roots of many of Alberta’s present problems were 
developed during this period. Only the exceptionally rapid 
economic progress of the time can account for the fact that 
extravagant governmental expenditures, direct and indirect, 
were allowed to proceed on such a scale and to last so long 
as they did. 

“Almost immediately after the formation of the Proy- 
ince, ambitious telephone and railway policies were launched. 
Poor judgment, loose administration and over-expansion 
were to make both utility ventures costly.’ ) 

In support of these statements, the report recites, in the 
order named, the fact that Alberta was the first Canadian goy- 
ernment to enter the telephone business; the guarantees given by 
the Province for railway construction, more particularly the 
guarantee to Alberta and Great Waterways Railway Company; 
guarantees given in connection with The Live Stock Encourage- 
ment Act, The Co-operative Rural Credit Act and various Seed 
Grain and Relief Acts; the irrigation policy inaugurated just 
prior to the close of this period beginning with the guarantee of 
bonds of the Lethbridge Northern Irrigation District in 1921 
amounting to $5,400,000; and the unwillingness of the Province to 

(1) Bank of Canada Report, Alberta Section, p. 37. 
(2) Ibid., p. 41. 
‘3) Bank of Canada Report, Alberta Section, pb. 4. 
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adopt an adequate scheme of taxation resulting in numerous 
deficits on income account. Reference is also made to the high- 
way expenditures in this period and the inauguration of the 
Savings Certificate Scheme in 1917. 

Opinions may differ as to the extent to which this criticism 
is justified, but there is no doubt whatever that, in the words of 
the report, “the roots of many of Alberta’s present problems were 
developed in this period.” It may be admitted also that some 
of the policies inaugurated during that period were unfortunate. 
On the other hand, a similar study of the record of every gov- 
ernment in Canada during the same period, including that of 
the Dominion, would disclose policies that from the viewpoint of 
to-day would seem improvident and apparently extravagant. One 
has only to examine the encouragement given by the Dominion 
to the promotion and construction of the transcontinental rail- 
ways to find a parallel. 

In earlier chapters an attempt has been made to place some 
of the problems of, and commitments then made by, the govern- 
ment in proper perspective. The following brief summary of 
the arguments advanced therein may be in order: 

1. The increase in population prior to, and during this 

period was phenomenal. In the five years from 1901 to 1906, 

the population increased by 154 per cent, and from 1906 to 1911 

by 102 per cent. From 1901 to 1906 the number of farms in- 

creased from 9,479 to 30,286 or 219 per cent, and field crops in- 

creased by 386 per cent. While this rate of growth subsided 

somewhat in the following years it, nevertheless, continued to 

be rapid until the advent of the depression years. 

2. Land settlement was not controlled but on the contrary, 

the homestead policy of the Dominion combined with the large 

grants of land made by that Government to railway companies 

and the Hudson’s Bay Company and the right of selection of 

those lands subsequently given those companies resulted in a 

widespread dispersion of settlement. This, in itself, gave rise 

to heavy demands for public services, particularly highway and 

railway facilities. 

3. The very rapidity of settlement and the immensity of 

the occupied area prevented that gradual development of public 

services which took place in the older provinces and magnified 

the problem of providing them. Both Provincial and Municipal 

Governments were no doubt encouraged to resort to borrowing 

to provide a standard of service reasonably in keeping with the 

requirements of a modern community to a greater extent than 

would otherwise have been the case. 
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4. The period was one of rapid railway expansions through- 

out Canada. Cash subsidies had been given freely to private 

railway enterprises by the Dominion Government for the con- 

struction of transcontinental and branch lines, while the policy 

of provincial assistance to expedite railway construction was 

common among the provinces. In giving guarantees to assist 

railway development in the Province, Alberta followed policies 

general at the time. Unlike the older provinces, Alberta re- 

ceived no assistance whatsoever from the Dominion in connection 

with these guarantees. The three provincial lines which caused 

such a heavy loss to the Province were all considered necessary 

at the time, and they have performed a good service in opening 

up the country. Just why, for example, the Province should 

bear unassisted the loss arising from the early construction of 

the Edmonton, Dunvegan and British Columbia Railway which 

afforded transportation facilities to a territory already being 

rapidly settled under the Dominion homestead policy and a terri- 

tory which has since witnessed such rapid expansion, is difficult 

indeed to understand. 

5. Settlers were permitted, under the homestead policy, 

to take up land in the south-eastern part of the Province which, 

according to all available records, was known to be subject to 

drought conditions and which subsequent years have proven to 

be sub-marginal for that reason. The demand for irrigation 

was encouraged by the irrigation officials at Ottawa. The Prov- 

ince was persuaded to guarantee the bonds of the Lethbridge 

Northern Irrigation project. While this project has proven 

fairly successful in meeting the drought conditions in that area, 

a heavy loss has been sustained by the Province which has con- 

tributed largely to the capital debt. 

6. In the construction and operation of a public telephone 

system the Government endeavoured to provide communication 

facilities to settlers spread over a wide area. This service ad- 

mittedly had to be provided in some way. 

The period 1905-1922 may be considered as essentially a 

pioneer period. Provision had to be made for public buildings; 

for the opening up of roads; the building of bridges and ferries 

as well as for such essential services as hospitalization and edu- 

cation. As shown by the comparative statement of expenditure 

on income account hereinafter appearing (Table V), total ex- 

penditures on income account for the fiscal year ending Decem- 

ber 31st, 1921, had reached the sum of $10,605,156 made up as 

follows: 
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DebiCharcesihernn stor, e oes wk ee oN $1,939,635 
TAPS ECE HOT elec acl cn Seep tect ee ee eed SN 2,549,850 
LSE GNSGTO. chee See ee a | eR Te AND nas SNC Be 511,826 
CremeraWGovernm eit bes rvecacee cdvcsh mesh caste essen Ahk 1,316,570 
NE CCL AMCOUS mmr eer, Lc hte Re ae Ce 24,506 
EX CMIMAISEFALION OL UUStICOM Aa tele ee ee At. 1,264,220 
JET TOGNE SS. cor ncch chat hore ee 499,743 
Public Domain Research and Development ...........000000.00.. IAB 7p 
Public Welfare, Institutions and Charitable Grants ....... 1,368,123 
ighwayves oridgessand Werries | 2....6.00s0 keke 838,702 
Commissions and Fines paid to Municipalities ................ 166,810 

It will be observed that although public debt charges were large, 
accounting for over 18 per cent of the entire annual expenditure, 
the remaining items were for the ordinary requirements of pro- 
vincial governments. Demands for social services were just 
emerging at the close of this period. 

Two facts have to be admitted with respect to this period: 
Firstly, that while the public accounts for each of the first four 
years since the inception of the Province showed a surplus, in 
the years from 1908 to 1922 (inclusive), only four years pre- 
sented favourable balances. Substantial deficits occurred in the 
years 1921 and 1922 which may be partially explained by the fact 
that they were depression years, and revenue may have been less 

for that reason than had been anticipated. 
Secondly, that the public debt of Alberta, direct and indirect, 

by the end of 1922 was approximately 50 per cent larger than 

that of Manitoba and more than twice as large as that of Saska- 

tchewan, although the latter Province had a population 30 per 

cent larger than Alberta. At the end of 1922, the gross funded 

and unfunded debt and contingent liabilities was 104 millions, 

less cash and securities, sinking funds and school lands funds 

totalling nine million dollars, leaving a balance of 95 million 

dollars. A reference to the comparative statement of capital 

debt hereinafter appearing (Table II) shows that at the end 

of 1921 the net general debt and contingent liabilities amounted 

to $70,777,000. The extent to which financial commitments 

had then been made, which subsequently proved such a serious 

financial problem for the Province, may be indicated by the 

following items forming part of the net general debt and 

contingent liabilities at the end of that year. 

IB pfOLEvaS DEES) TOVP IREWUINGENAS) soccccecoapscn-osenonosoaunncuens $ 9,633,000 
Raihwiel Vn GUaAranCOCSues osicecsg br curse ean ees 17,094,000 
Lethbridge Northern Guarantees ..0......cceeeee 5,400,000 
Miscellaneous Guarantees ......ccccccccccccesesccsesseeeeee 3,914,000 
AAVAniGes LO lnCOneyACCOUMD wm ssicersnacsestes 5,010,000 
Deferred Charges and Capital Losses ................ 1,599,000 

FTO Gel etree eaten ened both Seated, Bo kA aed $42,650,000 

In addition the investment in the Government telephone 

system was then carried, at cost, at the sum of $20,185,000. It 

will thus be seen that a situation had already been created which 
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was to account for a very substantial portion of the capital losses 

subsequently sustained by the Province. It is also interesting 

to note that by the end of that year expenditure on roads, bridges 

and ferries had accounted for $9,316,000 and public buildings 

and miscellaneous public works for $10,732,000. The construc- 

tion of the University plant had also been completed at a cost of 

nearly $5,000,000. 

PERIOD 1922—1930 

This period was characterized by a few years of consolida- 

tion during the depression years of the early 20’s followed by an 

expansion programme during the years of remarkable progress 

from 1925 to the early part of 1930. The Bank of Canada re- 

port makes the following comment on this period: 

“Following the sharp depression of 1921, the Alberta 

economy experienced several years of indifferent progress, 

with actual recession occurring in some fields. This was a 

new experience for the Province. The Government met the 

situation by reducing the somewhat inflated general expendi- 

tures, and by curtailing capital expansion. For three con- 

secutive years, expenditures, with the exception of public 

debt charges, were reduced on every service. The total re- 

duction in controllable ordinary expenditures between 1921 

and 1925 was one million dollars, but the previous commit- 

ments in connection with the telephone system, the railway 

guarantees, the University guarantees, the irrigation dis- 

tricts, and the 1919-21 seed loan and other agricultural loan 

guarantees, added nearly two million dollars to the annual 

fixed charges in the same period. 

“The former policy of financing by guarantees was dis- 

continued entirely in the case of relief, seed, and live stock 

loans, on which heavy losses had been suffered, and in con- 

nection with which there had been many abuses. Small 

additional guarantees were made for irrigation districts and 

rural co-operative credit societies. The guaranteed Univer- 

sity bonds were refunded with direct Provincial obligations 

which could be sold on more favourable terms...” 

“An effort was also made in 1922 to increase revenues 
by raising amusement, corporation and mine owners’ taxes, 
and by imposing a gasoline tax of two cents a gallon. An 
income tax was then considered also, but no action was 
taken.” 

The chief criticism, made by the report, of the financial 

policy of the Government during this period seems to be that 

during the prosperous years from 1925 to 1929, when both gross 

and net values of agricultural production were from two to three 

times their values in 1921 and 1922, sufficient taxation was not 

levied to recover some of the losses of earlier years. The report 

states: 

(1) Bank of Canada Report, Alberta Section, pp. 10 and 11. 
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“Total provincial taxation of all kinds, excluding the 
Gasoline Tax, was less per capita in 1929 than in 1921. The 
Province could scarcely have expected a more favourable 
opportunity than that presented in the years 1925-29 to 
recoup itself from the rural areas for some of the large ex- 
penditures made on them. The opportunity was allowed to 
pass and no reduction in the dead weight debt took place.’ 

This criticism is again stated in the following words: 

“To summarize the position at the end of the 1929-30 
fiscal year, on the brink of the depression, the Province had 
succeeded, through the remarkably advantageous sale of its 
railways, in bringing its net debt down to the figures of 
1922. But as we have previously noted, the 1922 position 
was a most unsatisfactory one, and the opportunity had not 
been taken in the years of prosperity to retire any portion 
of the net debt. It is true that the mere maintenance of its 
position, judged by standards then prevailing, was a credit- 
able fact, but the 1922 position had been so unfavourable in 
itself and so seriously out of line with that in other prov- 
inces that there is little excuse for the failure to take more 
determined steps to correct it.’ 

Little is to be gained by debating the fairness or practica- 

bility of this criticism. There will be those in the Province who 

will challenge the suggestion that during a temporary pericd of 

high prices the agricultural section of the Province should be 

taxed more heavily for the purpose of recouping losses sustained 

in an earlier period of the history of the Province, particularly 

having regard to the amount of land tax which agriculture must 

bear in good times and in bad. Even accepting the criticism as 
a fair one it is difficult to estimate by how much the losses in- 

curred by the Province in previous years could have been re- 

duced in the years of high prices from 1925 to 1928 by any reason- 

able measure of taxation. 

In this period the net public debt did not change substan- 

tially as shown by the following figures: 

TABLE I. 

CapiTaL DreBt—1922-1930(3) 

(In millions of dollars) 

31st December 31st March 

1922 1925 1926 1928 1929 1930 

heanerill TOYS) S18 ossacciaes oopnote 102 15} 120 125 127 ly 

Active Assets .......... el 29 ; OF) 29 29 43 

Total Net Debt 5) 86 93 96 98 74 

(1) ae of Canada Report, Alberta Section, p. 12. 

(2) I 
(3) Bank of Canada Report, Alberta Section, p, 19. 



346 FINANCE AND TAXATION 

Although by the end of the fiscal year, March 31st, 1931, 

the Province had experienced in a very drastic way the effect of 

the depression and the disastrous decline in the prices of farm 

products, a comparison of the fiscal position of the Province at 

that time with the position in 1921 is of interest as indicating 

the change that had taken place in the ten-year period. An 

examination of the comparative statement of capital debt given 

in Table II herein will indicate that the net funded debt had in- 

creased during that period from $57,464,000 to $111,509,000, 

while the net funded and unfunded debt had increased from 

$61,665,000 to $117,070,000. On the other hand the net general 

debt and contingent liabilities had only increased from $70,777,- 

000 to $90,182,000. This is largely explained by the fact that in 

1928 the Lacombe and Northwestern Railway was sold to the 

Canadian Pacific Railway Company for $1,500,000 in cash with 

the purchaser assuming the guaranteed obligation of approxi- 

mately $270,000, while the following year the remaining pro- 

vincial railway properties were sold to the two transcontinental 

railway systems jointly on terms of purchase involving a payment 

of $15,580,000 in cash to the Province, payable in three instal- 

ments in 1929, 1933 and 1939. In addition, the purchasers 

assumed $9,420,000 of Provincial guarantees leaving the Prov- 

ince with only $7,400,000 guaranteed securities on the Alberta 

and Great Waterways Railway. The adjustment of accounts 

which followed these sales resulted in a reduction of the con- 

tingent liabilities, but the adjustment of the loss had the effect of 

substantially increasing the net funded and unfunded debt. 

Other items of interest in this comparison are: 

(1) The increase in expenditure on roads, bridges and 
ferries of nearly $19,000,000. 

(2) The increase in expenditures for public buildings and 
miscellaneous public works of over $6,000,000. 

(3) The appearance of losses in connection with the Leth- 

bridge Northern Irrigation District amounting at that time to 
$3,200,000. 

(4) The increase in deferred charges and capital losses 
amounting to over $11,000,000, and 

(5) Increase in advances to income account, largely due to 
the deficit in the fiscal year 1931, of $3,000,000. 

It should also be noted that during this period the greater 
part of the capital debt of the University of Alberta, amounting 
to approximately $3,500,000, was transferred from contingent 
liabilities to direct debt, the bonds which had previously been 
guaranteed only having been renewed during this period as a 
direct liability with a consequent reduction in interest rates. 
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A reference to the comparative statement of expenditure 
(Table V) shows that, as at the 31st of March, 1931, total ex- 
penditure on income account alone had increased in the ten-year 
period to $18,017,543 as contrasted with $10,605,156 at the end 
of 1921. This increase is accounted for by the fact that debt 
charges had increased from $1,939,000 to $5,782,000; expenditure 
for education had increased by about $500,000; for highways and 
bridges by about $700,000; for agriculture by approximately 
$300,000; while public welfare cost had increased from $1,368,- 
000 to $3,300,000. The demands for increased governmental 
services were now becoming a serious factor in the annual bud- 
get of the Province. 

FISCAL YEARS, 1930-1937 

This period includes the years of the depression, followed 

by a partial recovery from 1935 to 1937. The effect of the de- 

pression is seen in very heavy deficits for a number of years in all 

of the provinces of Canada as well as in the budget of the 

Dominion. Between the fiscal years ending March 31st, 1930, 

and 1932, the revenues of the Province dropped by approximately 

$4,000,000 or by 25 per cent. This was mainly accounted for by 

a decline of $500,000 in the supplementary revenue tax; an equal 

amount in each of the following sources of revenue, succession 

duties, automobile licenses, telephone earnings; $1,000,000 in 

liquor profits and approximately $250,000 in gasoline tax. At the 

same time interest and exchange requirements increased expendi- 

tures by approximately $1,750,000, and old age pensions and 

highway maintenance by about $750,000. In the fiscal year end- 

ing March 31st, 1932, the deficit on income account amounted to 

$5,153,000. 

In the subsequent fiscal year expenditures were greatly re- 

duced and an effort made to increase revenues. Increases were 
made in automobile licenses and in amusement taxes. Corpora- 

tion taxes were increased by a special levy of 10 per cent. Suc- 

cession duties were raised and the exemptions narrowed. An 

income tax was introduced, levied on incomes commencing at 

$750.00 for a single person and $1,500.00 for a married person. 

This tax was subsuquently raised in the higher brackets. 

In spite of these changes, however, substantial deficits con- 

tinued to be incurred. In the year ending March 31st, 1937, by 

reducing interest charges and doing away with sinking fund 

requirements, a surplus of approximately $77,000 was shown. 

The total deficits for the whole of this period amounted to $14,- 

800,000. 

During this period a number of special problems confronted 

the Government, the most important of which were as follows: 
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1. The financial difficulties of the Alberta Wheat Pool in 

1929 and 1930 became so acute that the Provincial Government 

finally came to its assistance to protect the large investment that 

had been made in its country elevator system by approximately 

40,000 farmers in the Province. Rightly or wrongly, it was also 

felt that the failure of the three Wheat Pools of Western Canada 

might result in a further decline in the very low levels that had 

been reached in wheat prices. The three Governments of Alber- 

ta, Saskatchewan and Manitoba, entered into guarantees to the 

banks, securing them against loss with respect to their loans to 

the Pools in the respective provinces. The guarantee given by 

Alberta was approximately $5,600,000. The Government took 

security on all the assets of the Alberta Wheat Pool and, as the 

value of these assets is now more than twice the amount of the 

liability under the Provincial guarantee, a self supporting asset 

has been created which should be set off against this increase in 

the public debt. The Alberta Wheat Pool has made all the annual 

payments required by this security since this guarantee was 

given. 

2. Following the Barker report on the Provincial Telephone 

System it was decided to sell the rural lines at practically scrap 

value and the capital loss thus sustained, amounting to over 

$8,650,000, is reflected in the public debt of the Province. 

3. As shown in a previous chapter, following the report of 

a commission of inquiry under the chairmanship of the Honour- 

able Mr. Justice Ewing, the Government was obliged to write 

off further land charges in the Lethbridge Northern Irrigation 

District, resulting in a final adjustment of these charges to 

approximately one-third of the original liability. This involved 

a further capital loss as shown in a previous chapter. 

4. The most serious problem, however, as in the other prov- 

inces of Canada, is represented by the burden of unemployment 

and agricultural relief arising from general unemployment dur- 

ing the depression years and the drought conditions which pre- 

vailed in the south-eastern part of the Province. The magnitude 

of this latter burden is set out in a previous chapter. The Proy- 

ince was obliged, until the fiscal year 1937, to borrow the greater 

part of the expenditure for this purpose from the Dominion 

Government and the provincial share of this burden, including 

loans to the cities of Edmonton, Calgary and Lethbridge amount- 

ing to $2,660,860.59, is represented by treasury bills issued to 

the Dominion of Canada. 

5. In the two fiscal years 1931 and 1932 the Province was 

faced with the necessity of refunding certain maturing bond 

issues and to meet other current obligations. The Bank of Can- 

ada report refers to the problem in the following words: 
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“Tn the fiscal years 1931 and 1932 the Province sold 
$30,000,000 of securities in order to finance its current 
deficits and capital programme, and, in addition, had to 
refund $31,000,000 of maturing obligations. Two-thirds 
of the $61,000,000 total was marketed in the second year, 
and much of it had to be placed at disadvantageous rates, 
in two cases as high as 634, per cent.” 

This statement is not correct. The market at that time was 
unfavourable to the reception of bonds of any province of Canada 
and particularly the western provinces. Instead of calling for 
tenders the Province adopted the expedient of negotiating cer- 
tain sales through the medium of a fiscal agency and did succeed 
in meeting some of its maturities by new bond issues negotiated 
through that medium. The rates of interest were higher on all 
these issues than the Province is able to pay and it is true that 
on one issue the rate was as high as 634, per cent. The total 
amount involved, however, was not as high as set out in this 
statement as the following table will show. 

SUMMARY OF LOAN TRANSACTIONS FOR THE FISCAL 
YEARS 1930-31 and 1931-32 

1. Short and long term debentures market- 1930-31 1931-32 
ed either by private tender or under fiscal 
EUNSVAW ON? OME NGY. = cnade nat Nee eee e ita een ners ORE Pe $ 3,000,000.00 $19,193,000.00 

2. Treasury bills negotiated by restrictive 
tender or under fiscal agency plan ............ 14,935,000.00 

Bo. WWASYSEHS IE{efol lr IBeke Wall ana eat Weep me es ena 5,649,000.00 
4. Treasury bills negotiated with banks as 

temporary measure to meet maturing de- 
bentures and redemption of Savings 
Certificates (afterwards bonded) ............ 3,959,115,44 

5. Treasury Bills refunding Savings Cer- 
CLEIC ATC Coe a ener ee ee nce eh ols 500,000.00 

6. Treasury Bills given as security to Dom- 
inion Government for advances to meet 
maturing obligations of principal and 
interest, and for unemployment relief ...... 4,142,000.00 

7. Absorbed internally by Government In- 
VES CTIA TAU f UIT) CUS erie ee BN eet eR rc ee eb sa 1,000,000.00 

$18,935,000.00 $33,843,115.44 

It will be observed from the above table that part of the 

transactions were represented by the liquidation of the guarantee 

of the Wheat Pool amounting to $5,649,000.00. The rate of inter- 

est on this transaction was low while other items simply involved 

the issuing of treasury bills some of which were taken care of 

internally. This table shows the true nature of these tran- 

sactions. 

PUBLIC DEBT (March 31, 1937) 

The net funded and unfunded debt as at March 81st, 1937, 

amounted to $158,731,000, an increase of $650,000 over the pre- 

ceding year. The net general debt was $129,278,000; contin- 

gent liabilities amounted to $7,796,000; thus making the net 
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general debt and contingent liabilities $137,074,000. Table II is 

a comparative statement of public debt for the years ending De- 

cember 31st, 1921, and March 81st, 1931, 1935, 1936 and 1937, as 

taken from the public accounts, 1937. 

An analysis of this Table will show that of the net funded 

and unfunded debt, amounting to $158,731,000 in the fiscal year 

ended March 31, 1937, the sum of $29,453,000 is represented by 

realizable and self-supporting assets. The items making up this 

sum are: 
Balance owing on Railways) \cccsusrcsseeeeees $ 5,580,000 
Alberta Wheat) Pool) loans Giet) eens 4,788,000 
Alberta Government Telephones, at cost 

based ‘on Barker reportiy eecss.eet ene 15,863,000 
Working advances (net aSSets)) </iui.ccreenstateseeere 487,000 
Loans to CItl€S 45:5 .ncmneee nee er eee 2,661,100 
Miscellaneous” .cccaccct cress tears econ were anear ee eee 74,000 

Total » cca annuh cae ee $29,453,100 

In addition to the above, the Alberta Commission on Natural 

Resources awarded the Province the sum of approximately $5,- 

000,000 and interest as compensation for resources alienated 

during the time these were administered by the Dominion. While 

this award has not been finally accepted by the Province, it 

would appear that at least that amount will be finally realized 

and will reduce the net general debt. 

In view of the explanations already made in preceding 

pages it is not felt that further comment on this table is neces- 

sary, other than to point out that the investment on roads, bridges 

and ferries shows an increase of over $27,700,000 since the year 

1921. The larger part of this increase has occurred since the 

year 1924 when the Province decided to take advantage of the 

allotment under the Canada Highways Act, and commenced the 

construction of a modern standard main highway system. The 

problem of main highway construction in this Province has been 

fully discussed in the Chapter on Highways, and the urgent need 

for further large expenditures to maintain and preserve the all- 

weather roads for the benefit of the agricultural areas of the Prov- 

ince and to provide access to the national parks is therein set 

forth. 

Reference might also be made to the expenditure for public 

buildings and miscellaneous public works. The portion of the 

capital debt represented by this item increased from $10,732,000 

in 1921 to $18,305,000 in 1937. It is submitted that no extra- 

vagance can be shown in the public buildings of the Province. 

The central administrative buildings are not unduly elaborate 

nor are the various court houses in the Province and other ad- 

ministrative units unduly large or pretentious. Neither can any 

fault be found with the buildings that have been constructed for 
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such public services as education or public health. In fact, as 
shown in a previous section, the housing for the care of the 
insane and mentally deficient is quite inadequate and a definite 
programme of expansion in the next few years is inevitable. The 
Bank of Canada report acknowledges that “there is unquestion- 
ably pressing need for some expansion in expenditures for the 
care of the insane and seriously ill”. 

PUBLIC EXPENDITURE 

In previous Chapters reference has been made to the grow- 
ing demands made upon modern governments. Here this trend 
will be analyzed more fully. 

Federal and provincial expenditure expanded at about the 
same rate for many years after 1867. Thus ordinary expendi- 

ture of the Federal Government rose from $5.90 per capita in 

1881 to $8.72 in 1901—an increase of 48 per cent;2) that of all 

Provincial Governments from $1.89 per capita to $2.63—an in* 

crease of 89 per cent. During the next decade both the Federal 

TABLE III. 

PER CAPITA ORDINARY EXPENDITURE 

1881 1891 1901 1911 

TNSYC VENA] Ae oes are meee ee a 90 $7.52 $8.72 $12.18 
JRIROWOUOONE | conhecsaaneeaonanehensacrt 1.89 2.41 2.63 5.29 

Government and the Provincial Governments increased expendi- 

tures rapidly, but the relative increase was greater for the Pro- 

vincial Governments. Yet it is broadly true that until the out- 

break of the war both provincial and federal expenditures had 

grown at about the same rate, and the distribution of functions 

and fiscal resources between the governments appeared to be in 

balance. 

During the post-war decade the trend of federal expendi- 

ture and debt was slightly downward; but, as the following table 

shows, the trend of provincial expenditure and debt was sharply 

upward. 

An examination of the Provincial accounts of 1868 and those 

for a generation thereafter indicates that governments restricted 

themselves to a very limited number of functions. When AI- 

berta became a Province in 1905 little change in attitude had 

taken place. Outlays were restricted largely to cover expenses 

for legislation, administration of laws (including justice), roads 

(1) Bank of Canada Report, Alberta Section, p. 28. 
(2) See J. A. Maxwell, “Federal Subsidies tu the Provincial Governments in Canada”, 

Dp. 238. 
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TABLE IV. 

FEDERAL AND PROVINCIAL ORDINARY EXPENDITURE AND DEBT 

(Per Capita) 

1919 1929 1933 
Ordinary Expenditure: : - 

Federal .3.ac.2 cee eee SOO. $ 35.06 $ 33.60 
Provincial (in... ee 9.19 17.70 18.75 

Bonded Debt and Treasury Bills: 
Federal” 23. eee 312.00 224.00 261.00 
PrOViINGlal (ee 7 eeeeee eee epee 37.00 90.00 117.00 

and bridges, small grants to education and some aid to agricul- 

ture.) The social services, which now bulk so large, absorbed 

virtually no revenue. In 1912, for example, the per capita 

expenditure on income account was only $8.00 and on capital 

account $4.00. 

In the course of time the construction of additional buildings, 

roads and bridges was financed largely by borrowings, and the 

debt service began to bulk large in annual costs. By 1916 the 

Province had a debt of nearly $30,000,000 and annual interest 

charges of nearly $1,000,000, or about $2.00 per capita. The 

debt incurred for public works including buildings, roads, bridges, 

railways, irrigation projects, telephones and for ordinary ex- 

penditures continued to mount until the net general debt reached 

in 1937 a total of about 129 million dollars, or $169 per capita, and 

an annual debt charge of about $10 per capita. The debt service 

absorbed over 40 per cent of the ordinary revenue in 19386. 

Not all governmental functions have been expanding at an 

equal rate; indeed, some of them are becoming of relatively less 

importance, while the greatest expansion has been taking place 

in essentially new fields of activity. From 1921 to 1936 the per 

capita cost of legislation was reduced from 87 cents to 46 cents. 

The per capita cost of operating the general government has 

remained stationary, but is now responsible for only about 8 per 

cent of the total expenditure as opposed to 20 per cent in 1916 and 

13 per cent of the expenditure in 1921. The administration of 

justice was responsible for about 14 per cent of the expenditure 

in 1916 and is now responsible for 4 per cent, the per capita cost 

having declined by 30 per cent. Expenditure on agriculture, 

research and development has remained fairly stationary in the 

past two decades, both on a per capita basis and as a percentage 

of total expenditure, although it is somewhat less than a decade 

ago. Roughly the same may be said for highways since 1921. 

The annual expenditure on education rose from $2.27 per capita 

(1) See Public Accounts, 1906, p. 86. 
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in 1916 to about $3.00 in the period after 1931, but the drain on 

provincial revenue for education has declined relatively since 

1921. 

Thus it may be seen that since 1916 the following items of 

expenditure have absorbed a decreasing proportion of the 

revenue: Legislation, general government, justice, agriculture, 

research, development, highways and education, as indicated in 

Table V. The per capita expenditures on debt, health and public 

welfare have increased. The items which have increased most 

rapidly in the last twenty years, however, are public health and 

welfare. Indeed, expenditures for this function rose from 70 

cents per capita in 1916 to $11.57 in 1937, or from 6.9 per cent 

of the total expenditure in 1916 to 23 per cent in 1936. In 1919 

Alberta spent about $20,000 in mothers’ aid. Within two years 

the figure had mounted by 400 per cent, and has been steadily 

increasing ever since. In 1936 more than $508,000 were spent 

on this item alone.“ Old age pensions were established in 1929 

in Alberta, with the Dominion paying half the cost, the Dominion 

share being raised to 75 per cent in 1931. Health, sanitation, 

hospitals, charities and correctional institutions have all been 

absorbing ever larger amounts of revenue and a growing propor- 

tion of the total receipts. During the depression beginning in 

1930 the problem of relief and the burden of resettlement of the 

people from the dried-out areas have imposed other inescapable 

costs on the Government of Alberta, as well as on the Dominion. 

Table V is a comparative statement of gross expenditure on 

income account for the years ending December 31st, 1921, and 

March 81st, 1931, 1935, 1936 and 1937. This statement appears 

in the Public Accounts of the Province for the fiscal year 1936 

and 1937 at page 96. It shows at a glance the trend followed in 

the expenditure of the Province since 1921 by appropriate 

divisions. 

Dealing particularly with the fiscal year ending March 31st, 

1937, the following observations may be made: The item Debt 

Charges appears as $4,460,447, as contrasted with $7,338,568 in 

the preceding year, or a reduction of $2,878,121, this being the 

amount of the debt charges for the year after the reduction of 

interest and suspension of sinking fund provision was put into 

effect by Order in Council in 1936. This Order in Council pro- 

vided for a reduction in interest rates amounting to 50 per cent 

with a minimum of 2 per cent per annum, effective on accruing 

interest as from June Ist, 1936. The reduction, therefore, 

appearing for the fiscal year March 31st, 1937, does not represent 

the effect of this reduction for a full year. It is estimated that 

(1) This figure includes a small municipal contribution, 
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for a full fiscal year the reduction would amount to approximately 
$3,615,874. 

Referring to the other items, it will appear that, notwith- 
standing an increase in population from 588,454 in 1921 to 772,745 

in 1937, the expenditure in the last fiscal year for education was 

approximately the same as in 1921; for legislation in 1936, less 
than 40 per cent of the amount expended in 1921; for general gov- 
ernment, an increase of only approximately $360,000 over the 

earlier year; the cost of administration of justice, less than that 

of the earlier year by over $500,000, while the expenditure for 

agriculture was less than that of the earlier year by $34,000. The 

expenditure for highways, bridges and ferries showed an increase 

over that of 1921 of approximately $200,000, notwithstanding the 

greatly increased mileage of main highways since that year. It 

is evident, having regard to this increased mileage, that the 

increase in this vote is not adequate for proper maintenance of 

the highway system. The great significance in the examination 

of this schedule, however, appears in the item “Public Welfare, 

Institutions and Charitable Grants.” In 1921 only $1,368,000 

was expended for this purpose. In 1936 this expenditure had 

grown to $4,155,000, or an increase of nearly three million dollars. 

In the last fiscal year the Province provided for unemployment 

relief out of current revenue instead of capitalizing this expendi- 

ture, as in the previous years, and the expenditure for that year is 

shown as $8,941,000, or an increase of over seven and one-half 

million dollars over the expenditure for that purpose in 1921. 

The total expenditure for the last fiscal year was $20,665,000, 

as contrasted with $10,605,000 in 1921, or an increase of $10,000,- 

000 in the sixteen years, and from the analysis it will be observed 

that practically this entire increase is due to increased debt 

charges and increased expenditures for public welfare, charitable 

grants and relief. Had the Province paid the full amount of the 

debt charges at the coupon rate, this total expenditure would have 

been increased by an additional $2,878,000, unless, of course, the 

Province had continued the practice of borrowing from the 

Dominion for relief purposes, in which case the public debt would 

have been increased to the extent of the amount borrowed and 

further annual interest charges incurred. 

It will hardly be seriously contended that expenditures could 

have been further curtailed during the depression years. As 

already observed, the Bank of Canada report admits that expendi- 

tures could not be kept down to the low point of the depression 

years and that some increases were inevitable. In this connection 

the following comments in the report to the Alberta bondholders 

is of interest: 
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“It is contended, however, that many governmental 
functions cannot be judged by short-term commercial con- 
siderations and under no circumstances would long-term 
economic policy justify their elimination. In other words, 
expenditures aggregating many millions of dollars can be 
eliminated from government accounts in Canada, but it will 
be at the expense of present welfare and future development. 
Despite all the criticism to which governments have been sub- 
jected, it is well to state that there is a point beyond which 
the reduction of government expenditures brings a net 
economic and possibly a financial loss.’ 

INCOME AND REVENUE 

Schedule A in the Appendix hereto is a compilation of the 

total income of the Province each year since 1905, with the 

revenue each year broken up according to various sources. The 

schedule follows the form set out by Professor Mackintosh, but is 

compiled to the end of the last fiscal year. 

This schedule shows that in the first year of its history the 

revenue was derived largely from Dominion subsidies. In the 

next four years, corporation taxation, railway tax, succession 

duties and educational tax were added as sources of revenue. In 

the following year, 1911, revenue was obtained for the first time 

from auto licenses. In 19138, in accordance with the principles 

of the single tax then prevailing, the unearned increment tax was 

added, and for a number of years was a fair source of taxation. 

In 1915, the wild lands tax was added and was an increasing 

source of revenue until 1920, after which it rapidly declined in 

value. In subsequent years the following sources of taxation 

were adopted: The amusement tax in 1916, supplementary 

revenue and mine owners’ tax in 1918, gas tax and fur tax in 

1922, pari-mutuel tax in the fiscal year 1928-29, and electric power 

tax in 1930. From non-taxation sources, revenue from liquor 

profits appeared for the first time in 1921, and became a sub- 

stantial item of revenue following the establishment of govern- 

ment control of the sale of liquor in 1923. Following the transfer 

to the Province of its natural resources, revenue from this source 

became an important factor after 1930 and 1931. Without enter- 

ing into minute detail the following table shows the financial 

effect of the important changes in taxation and licensing laws 

since 1929: 

In Appendix F of the report to the Alberta Bondholders’ 

Committee a detailed comparison is made of the tax systems of 

the prairie provinces. In the main the forms of taxation are 

quite similar in the three provinces, the main difference being as 

follows: Manitoba has derived considerable revenue by a special 

(1) Report to Alberta Bondholders’ Committee, p. 54. 
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tax on income commonly known as the wage tax, which is not 

imposed in either Saskatchewan or Alberta. It is interesting to 

note, however, that according to press reports this tax has been 

reduced considerably (approximately 50 per cent) at the Session 

of the legislature recently held in that Province. As against 

this, however, Manitoba does not impose any tax on land 

whatsoever, such as the supplementary revenue tax (now social 

service tax) in Alberta and the public revenue tax in Saskat- 

chewan. The public revenue tax in Saskatchewan is on the basis 

of two mills on the assessed value. This was the rate in Alberta 

under the supplementary revenue tax until this tax was changed 

in 1937 to the social service tax, when the rate was changed to 

three mills on the assessed value. Saskatchewan has recently 

imposed an educational tax, which is not found in either Manitoba 

or Alberta. Alberta has levied the following taxes not found in 

either of the other provinces: 

1. A tax on grain companies on the basis of $55.00 for each 

elevator. 

2. The electric power tax. 

3. The tax on pipe lines. 

4, The unearned increment tax. 

5. The wild lands tax. 

It can be assumed therefore that Alberta derives its revenue 

from practically all forms of taxation known to other provinces. 

As already pointed out the report of the Bank of Canada states 

that the scale of taxation in Alberta will be approximately the 

same as in the other provinces and “we are not prepared to say 

that a further increase in taxation would be practical or desirable 

under existing conditions”’. 

FISCAL NEEDS OF THE PROVINCE 

From the analysis that has been made of expenditure and 

sources of revenue, the following facts appear: 

1. That the Province has not embarked on any programme 
of expenditure on income account in recent years that may be 

considered extravagant. The public accounts for the fiscal year 

ending March 31st, 1937, call for approximately the same expendi- 

ture as in the Province of Saskatchewan. 

2. The Province has adopted practically all forms of taxa- 

tion known in the other provinces and the general level of taxa- 

tion in this Province is as high as that of the other prairie 
provinces. 

3. The revenues available to the Province from the existing 

sources of taxation are not sufficient to pay the coupon rate of 
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interest on the public debt and at the same time to provide the 
necessary revenue for all services including unemployment relief. 

4. If therefore the Province were to pay the regular coupon 
rate of interest it would have to resort to borrowing from the 

Dominion for practically all its financial requirements for unem- 

ployment relief. 

5. The average coupon rate of interest on the public debt is 

higher in this Province than any government can or should be 

called upon to meet and there is very little probability of the 

Province being able to repay the borrowings from the Dominion 

Government, much less any additional borrowings for relief 

purposes. 

As already pointed out, the Bank of Canada report admits 

that if the Province were now paying full interest on its obliga- 

tions it would, in the fiscal year 1937-38, have to borrow its full 

share of unemployment relief from the Dominion (estimated at 

$2,160,000) and would still have a cash shortage of about $600,- 

000. It is also admitted that the financial position of the Prov- 

ince is somewhat worse than that of Manitoba although better 

than that of Saskatchewan. 

In Part II of this review the subject of taxation is considered 

from a realistic economic aspect and taxation, as it is imposed 

upon the people at present, is shown to be as unnecessary as it is 

socially detestable. However, in the present instance the subject 

is treated as an infliction of a financial system which demands 

that governments shall obtain their revenue by filching the 

inadequate purchasing power of their peoples. 

TAXATION 

In a previous part of this chapter the various forms of 

taxation now being imposed in this Province were reviewed and 

in Schedule A in the Appendix the revenue received from each 

tax in each year since 1905 is indicated. It is not necessary to 

enter into a detailed discussion of each form of taxation now being 

levied. Some comment, however, should probably be made with 

respect to a few of the more important sources of revenue. 

The annual subsidies paid by the Dominion have from the 

beginning been an important item of revenue. In the fiscal year 

ending March 31st, 1937, the total subsidies amounted to 

$1,776,100.60, made up as follows: 

DG tee ALO Wrallice meter ncccensenccctacccos mecneetereeatucmeanoesrts $405,375.00 
Supa, Git (CKONEWAAAOIEIONE ccesoscxcoooounyncoeee0 on20000 9000050 190,000.00 
Supsidyaone basismeo pul atl ON mememeniaeeeer sie: 618,225.60 
SiodosGlyy ma), DUNS. Ge IESIAVEIS, —coceceosocsooue neceabanbooon6o0ee 562,500.00 

AUOUEH | -coccascosdcomontqouonocndbydadooovoodnobogeun0 $1,776,100.60 
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At the time the Province was formed, two of these sub- 

sidies, one based on population and the other on debt allowance, 

were established on a purely arbitrary basis, quite obviously in- 

tended to place the Province on an equality in this respect with 

the other provinces. The subsidy on the basis of population is of 

course the same as provided for the other provinces, while in 

the case of the subsidy in lieu of lands a populaton basis was 

established for the three prairie provinces. It is submitted 

that subsidies on the basis of population do not result equitably 

as between the various provinces. The basis is rigid and does 

not make allowance for the widely varying conditions which 

prevail in the several provinces. For example, such a basis 

makes no provision whatever for the differences in area over 

which services of a similar kind must be provided by the several 

provincial governments. It has already been pointed out in a 

previous secton that the cost of highway facilities, for example, 

is much greater in this Province than in the older provinces of 

Canada, and this fact applies to a greater or less extent to prac- 

tically every form of governmental service. It should require 

no elaborate argument to establish the fact that it does not cost 

as much to provide equal services to a given number of people in 

a certain area as it does to provide the same services to the same 

number of people scattered over twice or three times that area. 

This fact has been observed in the United States and Australia 

in arriving at the basis of federal grants-in-aid to assist in 

highway construction. Other factors, such as area and mile- 

age, have been considered as well as the factor of population in 

determining the distribution of that form of aid. 

Neither does the basis of populaton take into account such 

factors as the incidence of national policies and, in particular, 
it does not take into account the amazing growth of social services 

that has taken place in every province in the last generaton. 

It is interesting to note the extent to which the percentage 
of revenue from Dominion subsidies of the total expenditure of 
the Province has declined since 1906. In that year the Domin- 
ion subsidy provided about 81 per cent of the ordinary expendi- 
ture of the Province; by 1920 the subsidy provided only 19 per 
cent and since 1929 it has provided 10 per cent or less. Thus 
the Dominion subsidy, which at the time of Confederation was 
intended to provide substantially for the cost of government in 
the provinces, has proven steadily less adequate for this purpose 
and Alberta, like other provinces, has been forced more and 
more to supplement this source of revenue by direct taxation 
within the Province. 
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Provincial governments are handicapped by the restricted 
scope of the sources from which they have authority to raise 
revenue to meet the increasing demands being made upon them. 

In addition it has already been the subject of comment that by 

a series of decisions of the Privy Council the scope of taxation 
available to the Province has been constantly narrowed. This 
has resulted in the Province being unable to raise revenue from 

sources which would cause little or no complaint among the 

taxpayers, and, of necessity it forces the Province to resort to 

methods of taxation comparatively more irksome to the tax- 

payer. In particular it has resulted in forcing the burden of 

taxation in increasing measure upon land until land values 

have been largely destroyed in the Province. 

An example of the way in which Alberta has been prevented 

from adopting forms of taxation which are available, and which 

would cause little or no objection to the taxpayer, is found in 

the coal tax which the Province endeavoured to levy some years 

ago. At that time over 99 per cent of the coal producing 

companies were agreeable to a tax of five or ten cents per ton 

on coal sold within the Province. This was collected for a 

number of years by agreement with the coal companies, although 

it was recognized that the tax was probably unconstitutional. It 

can be safely said that little or no complaint was made by the 

consumers of coal generally to this form of tax. Later when 
one or two of the companies threatened to contest the impost, 

the basis was changed to a tax upon total production. Again, 

over 99 per cent of the producing companies were agreeable to 

this form of taxation and no objection was raised by the con- 

sumers. One company, however, challenged the form of tax and 

was successful in its appeal to the Privy Council. 

Another illustration may be found in the gasoline tax. In 

crder to meet the constitutional difficulty involved, the levy must 

be made on the consumer directly; in other words, it must be 

put upon the basis of a sales tax to each consumer. This raises 

the cost of collection. By special agreement the larger produc- 

ing companies and wholesalers are made agents to the Govern- 

ment for collection of the tax from the individual consumers 

and these companies must be reimbursed for their trouble and 

expense in collecting the tax. Where this arrangement cannot 

be consummated with the larger companies, the filling station 

cwner or manager must be designated as an agent of the 

Minister. Not only does such an arrangement add considerably 

to the cost of collecting the tax but it is subject to evasion. It 

can probably be safely stated that the Province loses a substan- 
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tial sum annually by evasion of this tax and because of the diffi- 

culty of making the close check on sales necessary to prevent 

such evasion. 

The limitation of the Province to direct taxation within its 

boundaries has operated peculiarly with respect to both coal 

and oil producing companies, which obtain their production from 

land and mineral rights granted to those companies in fee simple, 

and with respect to which the Province derives no royalty from 

production. No basis of taxation yet seems to be available to 

the Province through which these companies can be made to 

contribute their reasonable share of taxaton to the Province. 

In 1913 the Province levied a tax of one-quarter of one cent 

per unit of output of a certain industry. Subsequently the tax 

was increased to one cent, this being considered a fair and rea- 

sonable tax and one to which the consumers of that commodity 

would not object. The companies involved refused to pay the tax 

at the increased rate and threatened to challenge the validity 

of the tax. Fearing the result of the test of the validity 

of the basis of this tax, the Government finally compromised 

with the companies at a rate of one-half cent per unit. Such a 

position is not a happy one for any government charged with 

the responsibility of raising revenue for governmental services. 

Again in 1933 the oil industry of the Province was declared 

to be a public utility and subject to regulation as such. The Leg- 

islature endeavoured to provide that the cost of regulation should 

be borne by the various companies engaged in the production of 

that commodity. This attempt failed and the Government was 

obliged to bear the cost of regulation out of general revenue, ex- 

cepting to the extent that some companies voluntarily agreed to 

contribute to that cost. Such an arrangement leads to discrim- 

ination, and because of the cost of regulation, has the effect of 

reducing the efficiency of the regulation imposed by the Govern- 

ment. 

In 1936, Alberta levied a retail sales tax designated as the 

“Ultimate Purchasers’ Tax.” This tax could only be imposed by 

making each retailer an agent of the Government for collection 

purposes. Not only was the procedure cumbersome and expen- 

sive, but the tax was looked upon as a nuisance by the taxpayer 

because with every purchase the tax was brought forcibly to the 

attention of the buyer. In this respect the position of the Prov- 

ince was in striking contrast to that in which the Dominion 

Government finds itself with respect to the eight per cent sales 

tax which it has levied for some years. 

Many students of fiscal problems in the western provinces 

conclude that the people have reached the limit of their tax- 
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paying ability. The foregoing argument is not intended to 

convey the impression that the tax burden would be considerably 

increased if the basis were wider. If the Province were permit- 

ted to engage in indirect taxation, it would lead to greater flexi- 

bility in the tax structure and a wider and fairer distribution of 

the tax burden. 

Furthermore, the Dominion has been steadily encroaching 

upon the field of direct taxation. While it may be admitted that 

under The British North America Act the Dominion is given the 

right to levy any form of tax whatsoever, nevertheless it can be 

maintained with justice that under the original scheme of 

Confederation there was at least a mutual understanding that 

the Dominion would confine itself to indirect taxation, leaving 

the field of direct taxation to the Provinces. For nearly fifty 

years after Confederation the Federal Government obtained its 

revenues almost entirely from customs and excise. As late as 

1913-14, out of a total of $127,478,100 of tax receipts, customs 

and excises provided over 99 per cent. The revenue of the 

provincial governments was derived from unconditional Domin- 

ion subsidies, revenues arising out of natural resources, hight 

taxes on corporations, succession duties, and service fees. 

In 1917 the Dominion Government established a direct tax 

known as the war income tax and thus entered definitely the field 

of direct taxation. By 1928-29 out of a total of $396,000,000 of 

tax receipts collected by the Dominion, customs and excises pro- 

vided only 63 per cent (compared with virtually 100 per cent in 

1913-14).2) By 1986 customs and excise provided only 387 per 

cent of the Dominion tax revenue. Besides the customs and 

excise tax and income tax, the Dominion Government now levies 

such additional taxes as a tax on insurance companies, an export 

tax on electrical energy as well as on gold and furs, gift taxes, 

special three per cent excise tax on duty-paid value of imports, 

railway accommodation taxes, telephone-telegraph-radio message 

taxes, cheques and stock transfer taxes, eight per cent sales tax 

and many others. The tax system of the Dominion Government, 

indeed, has proven quite flexible. The balance of fiscal superior- 

ity has swung heavily in favour of the Dominion. 

The effect upon provincial revenue of the invasion by the 

Dominion into the field of direct taxation is particularly notice- 

able in the revenue which may be obtained by the Province under 

the Income Tax. The fact that the Dominion had already 

become established in this field of taxation prior to the provinces, 

and has thus obtained a paramount position, and levies this tax 

year by year on the basis now prescribed by The Dominion 

(1) Canada Year Book, 1937, p. 826. 
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Income Tax Act, definitely restricts the extent to which the 

Province may have recourse to this form of taxation. There is 

a practical limit to the total burden of any form of taxation upon 

the taxpayer, and if the Dominion tax makes up a certain pro- 

portion of this total burden then the Province is limited, in 

the scale upon which it should make its assessment, by the practi- 

cal necessity of keeping within the balance of total burden. 

The latest taxation year for which statistics under The Prov- 

incial Income Tax Act are available is 1935, as the returns for 

the fiscal year ending March 31st, 1937, have not yet been fully 

tabulated. As the returns for the fiscal year ending March 31st, 

1937, however, are not expected to vary much from the returns 

of the preceding year, the analysis of the 1935-36 returns will 

show approximately the present position of the Province with 

respect to this tax. The following table shows the amount as- 

sessed against individuals and corporations for the years 1931 

to 1935 inclusive: 
TABLE VII. 

Vane Number of Aggregate Tax 
Taxpayers Income Levied 

INDIVIDUALS: 

TOS T ec pnts te cee 24,571 $51,930,321 $508,133 
TOS? 3: oe Oe es ee 22,645 45,200,668 453,843 
ee Nee RE Se 20,701 39,214,177 314,090 
1094 oy oe 20,448 40,657,627 350,003 
1935 Sts ee eee eee 21,825 43,705,154 617,107 

CORPORATIONS: 

1931: 225) ee 412 $ 6,642,923 $203,926 
VOB 2 ie teas ee 350 6,057,963 210,521 
1933 ecsree Cerivateaciesee ace tees 498 5,146,163 193,617 
LCS Ya <a ls RT be 570 4,536,645 165,949 
TOS 5 Siee eet sd bdeecesee etree 593 6,623,053 313,858 

1931 ts 2 ee eee eet 24,983 $58,573,244 $712,059. 
LOS2 ke re eee eee 22,995 51,258,631 664,364 — 
L933 er ee ee eae 21,199 44,360,340 507,707 
L934 ee Fat et 1 Re eo 21,018 45,194,272 515,952 
1 OSH se. Rated iene eel ene ee ee 22,418 50,328,207 930,965 

It will be observed that for the year 1935 the assessment 

against individuals amounted to $617,107 and against corpora- 

tions $313,858, or a total assessment against both classes of 
$930,965. In the same year the Dominion assessment against 

individuals is estimated at $552,948 and against corporations 
$940,574, or a total of $1,493,522. It is apparent, therefore, that 
if it had been possible to levy a tax in this Province on the same 
basis as assessment under the Dominion Act, the Province would 
have realized approximately $550,000 more. It is of importance 
also to note that in this Province the tax on corporations results 
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in much less revenue than the tax on individuals—a reversal of 

the situation which should exist. This is chiefly due to the fact 

that the Province is definitely restricted in the amount of tax it 

can levy upon corporations as recent court decisions against the 

Province show. It is also, no doubt, due in part to the difficulty 

experienced by any province in levying taxation upon corpora- 

tions which for the most part have their head offices in another 

province and by various devices are able to evade making proper 

returns and paying their fair share of taxes. The Dominion on 

the other hand has consistently realized more from the tax on 

corporations than from individuals. In only one taxation year 

since 1923 has the tax on corporations yielded less than that on 

individuals. That was in the year 1932 when the corporations 

in Canada were undoubtedly suffering to the greatest extent 

from the effects of the depression. Since that year, however, the 

tax on corporations has responded more quickly to the influence 

of recovery than has the tax on individuals. 

The four major difficulties confronting this Province in con- 

nection with the Income T'ax are as follows: 

1. The comparatively few individuals in the Province pos- 

sessing incomes in excess of $5,000 per year. 

2. The tendency of many residents to retire in their later 

years to one of the provinces possessing a less rigorous climate, 

particularly during the winter months. 

3. The difficulty of obtaining information with respect to the 

incomes of individuals earned outside the Province. 

4. The difficulty of properly assessing corporations having 

their head offices in other provinces. 

Referring to the last mentioned difficulty, it is not possible 

to say what benefits other provinces receive by virtue of the loca- 

tion of the head offices of corporations having branch offices in 

this Province. Neither is is possible, without revealing the 

identity of certain taxpayers, to illustrate the manner in which 

this Province may suffer a loss of revenue because of this fact. 

It is known, however, that in some cases through lack of informa- 

tion, revenue is lost to the Province. Returns filed by certain 

corporations with head offices in eastern Canada, whose opera- 

tions in this Province are extensive, show losses or comparatively 

small profits from their Alberta operations, while showing large 

net earnings for the organizations as a whole. Audits of the 

Alberta branches of these companies have revealed to the Depart- 

ment only a portion of the required information. Subsequent 

to these audits information was requested from the head offices 

which has not been forthcoming. At the present time measures 
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are being contemplated whereby it is hoped the information may 

be obtained. When complete information has come to hand it 

is possible that we may find these corporations to have reported 

correctly their Alberta income, but until such time as we do 

obtain the information we can have no assurance of this fact. 

Corporations and individuals endeavour to so arrange their 

affairs that they may avoid taxation. It is conceivable that cor- 

porations will interpret taxing Acts to their advantage and in 

such cases will allocate the earned income to those provinces in 

in which there is the least tax to pay. It is to their advantage 

to pay one per cent or two and one-half per cent on their profits 

in Ontario or Quebec, respectively, rather than five per cent in 

Alberta. 

Prior to the taxation year 1934, corporations carrying on 
the business of banking, railway, express, grain, insurance, land, 
loan, telegraph, finance, investment and trust companies were 
exempt from income tax. As from the taxation year 1934, these 
companies have been subject to provisions of The Income Tax Act 
(Alberta) with the exception of railway companies which remain 
exempt. The amendment to the Act provides that these com- 
panies receive an offset against income tax of the amount paid 
under Sections 4 to 17 (inclusive), of The Corporations Taxation 
Act. On the returns filed to date by these companies, the offset 
in the majority of cases has been greater than the tax assessable 
on the income from Alberta business. 

It is readily seen from the foregoing that for proper admin- 
istration it is essential to have a general reciprocal arrangement 
with the Dominion and all provinces levying a tax on income, 
whether by an Income Tax Act or a Corporations Taxation Act. 

SUCCESSION DUTIES 

This tax is levied in every province and is one of the well 
recognized sources of provincial revenue. 

An examination of Schedule A of the Appendix reveals the 
wide variation in the amount realized by the Province under this 
form of taxation. In the fiscal year 1929-30 for example, a total 
of $897,000 was realized but this amount is larger by over $300,- 
000 than the revenue from any other year and was no doubt 
because of the duties on one very large estate. In only four 
years in the history of the Province has the revenue been over 
$400,000; in normal years it has been about $300,000. The 
reason, of course, is apparent and is also disclosed in an 
examination of the income tax returns for the Province. Those 
returns show that there are very few persons in the Province 
receiving an income of over $5,000 a year and there are equally 
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very few estates of high value. This is shown by reference to 
Table VIII which sets out an analysis of the estates filed in the 
fiscal year 1936-37. This table indicates that out of 2,429 estates 
filed in that year, nearly 50 per cent were under $3,000 in value 
while over 80 per cent were under $25,000. This may be consider- 
ed an average prevailing over a period of years as shown by Table 
IX in which an analysis is given of the estates filed for twelve 

years. According to this table only 28.4 per cent of the estates 

were dutiable over that period while the average returns for 

twelve years is given at $409,200. 

TABLE VIII. 

ANALYSIS OF ESTATES FILED 

(Fiscal Year 1936-37) 

Number of OQAAWSS OIG, EHCOSSC TA’ LSHOO) ..-ssccscéoedeasshoosenencdonncnsasoopanddnnonos 1,089 
& between  BLOOO etal G3" BOWO seosscesoonssssomootooonn 383 

a 3 . 5,000 and 10, (0 OURS cers cra Rees 296 
is s = 10), ‘000 and 25,000 PORT Oe. Re eee a 231 
a is a 25,000 enol, MOOD) corcassnscnoossnnpoonoboaase 119 
- ss we OOOO aise) POOMOOO. ssccasnansrosssoasosaescoos Bi 

= e exceeding 200, O00 Pte Wert. Seats 26 
Se 4 without fees (chiefly insurance only) atte eat 253 

Be MEOW BESLALES led sl OS Gm a hen, xm crnerae ence k essere nani onans 2,429 
(De bonis non applications not included) 

TABLE IX. 

ANALYSIS OF ESTATES FILED 1925-1936 

Year Number of Dutiable Exempt 
Estates Filed Estates Estates 

1,362 340 1,022 
1,612 471 1,141 
1,667 570 1,097 
1,913 609 1,304 
2,400 766 1,634 
2,160 724 1,435 
1,855 544 isl 
1,924 483 1,441 
1,934 488 1,446 
2,107 505 1,602 
2,296 557 1,739 
2,429 654. 1,775 

23,659 6,711 16,948 

Average tor 12 syearsy...05- 1,972 560 1,412 

PROGAE VCE MEOMaUAEVCALS et ss.cts.es.cintseenccentenesicetsereens ea eces eeeremstics $4,910,411.27 
NSIC; US Cr See ee hat cOantecetace esata nate sau amantevedety Maser euaaenes Sartore 409,200.00 
AVeELAceR DUty Onell SO Utila ley MStat Suns mopsesccmecc eed eeseeces 730.00 
AV CrAS ee Uys OMe Adm HSC ALCS Hil Olmenrsseresree.seeamredeancete ss sence tenes 290.00 

560 
Per cent of Estates Dutiable 

1972 
x 100=28.4 per cent. 
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It will be observed from Schedule A that in proportion to 

population, Alberta does not approach the revenue from this 

source of taxation which is enjoyed by the central provinces. 

For example, in the fiscal year 1933-34, Alberta had a revenue 

from this source of approximately $257,000. Ontario in the 

same year enjoyed a revenue of $6,515,000, while Quebec had a 

revenue of approximately $2,700,000. The differences in revenue 

are, of course, quite out of proportion to the differences in popu- 

lation of the respective provinces. This difference is not con- 

fined to a single year but the disparity is found throughout all 

the years since 1905. Neither can the difference be explained on 

the basis of natural wealth of the respective provinces. It can 

only be explained on the basis of the benefits which have been 

derived by the two central provinces as centres of the financial 

and industrial life of Canada with their industries protected by 

tariff policies, which at the same time force the eastern and west- 

ern parts of Canada to purchase all manufactured goods and 

supplies from these provinces. As stated before, evidence was 

given before the Royal Commission on Dominion-Provincial Rela- 

tions by the Dominion Commissioner of Income Tax that the 

amount of the Dominion tax collected in the central provinces 

reflects the fact that the head offices of corporations there draw 

business from all over Canada. 

It was pointed out in an earlier chapter the Canadian Pa- 

cific Railway Company was granted exemption from taxation on 

its main line properties. There is some doubt as to what parts 

of its railway lines in this Province are included legally in this 

exemption. The result has been that the basis of railway taxation 

in the Province, so far as this company is concerned, is largely 

one of compromise. It has not been thought advisable to assess 

the Canadian National Railway lines on any higher basis than 

the Canadian Pacific. Asa result although all examinations into 

the freight rate structure disclose the fact that this Province 

along with the other prairie provinces contribute very heavily to 

the total freight traffic of the transcontinental lines, nevertheless 

the western provinces do not receive the same proportionate re- 

turns from railway taxation. An estimate of the total amount 

of taxation paid by railways to all the provinces of Canada 

since 1909 was submitted to the Royal Commission on Dominion- 

Provincial Relations by the Province of Saskatchewan. The 

total amount paid to the Province of Alberta in that period was 

$5,479,000. If the estimate of the total amount paid to all the 

provinces above referred to is correct then Alberta has collected 

less than three per cent of the total collected by all the provinces. 

Again this is out of all proportion to the comparative population 

figures, 
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It is not necessary to make an analysis of any of the other 
sources of revenue. It has already been shown that the Province 
had adopted practically every form of taxation recognized by any 
of the provinces of Canada and on a comparable scale. These 
sources of revenue, however, are not adequate to meet the ordin- 
ary expenditures of the Province, much less to adequately meet 
the urgent demands for improved highways, public health and 
other social services and for unemployment relief. 

SAVINGS CERTIFICATES 

The Bank of Canada Report refers to the inauguration of 
the Savings Certificate scheme in this Province as being a par- 
ticularly vulnerable feature of the Alberta public debt. 

In 1917 the policy of selling Savings Certificates was 
established. At first these certificates were made payable on 
demand. They were first sold to yield five per cent compound 
interest, but in 1921 the yield was reduced to five per cent simple 
interest. Further reductions in yield were made in subsequent 
years until in 1927 the yield was four per cent. In the fiscal year 
1932 and 1933 it was thought advisable to endeavour to get away 
from demand certificates and the plan was insituted of selling 
these certificates on terms of one, two and three years. 

The Saving Certificates policy undoubtedly resulted in the 

Province being able to obtain funds from its own citizens at a 

lower rate of interest than it could have obtained from borrowing 

in the usual way. At the same time purchasers were willing to 

invest in this form of security as it provided them with a larger 

rate of interest than could be obtained from bank deposits. It 

is probable that the greater number of investors in Savings Cer- 

tificates were individuals who ordinarily would have left their 

money on deposit in the savings bank if this form of investment 

had not been available. In 19382, while the Province was paying 

five and five and one-half per cent to the Dominion on its Treas- 

ury Bills the total cost of money under the Savings Certificates 

plan, including administrative costs, averaged 4.28 per cent. In 

1933 the average was 4.33 per cent, in 1934, 4.47 per cent and in 

1935, 4.56 per cent. 

In 1936, by Order in Council No. 734, the rates of interest on 

Savings Certificates, as on bonds, was reduced 50 per cent, with 

a minimum rate of two per cent. Provision is being made by 

the Province to allocate upwards of $60,000 per month for the 

redemption of these certificates in the case of need. 
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BANK QF CANADA REPORT 

The recommendations in the concluding part of the Bank 

of Canada’s report, which was made on April 7th, 1937, may be 

summarized as follows: 

1. It was agreed that the scale of taxation in Alberta 

for the fiscal year 1937-38 would approximately equal the scale 

of taxation in Saskatchewan and Manitoba during the same 

period. 

2. The bank was not prepared to say that a further increase 

in taxation would be practical or desirable under existing con- 

ditions. 

3. It was admited that expenditure could not be kept down 

to the low point of the depression years and that some increases 

were inevitable particularly with respect to education, health 

services and highway requirements. 

4. The most significant statement in the bank’s report reads 

as follows: . 

“Tf Alberta were now paying full interest on its obliga- 

tions, the Province in 1937-38 would presumably have to 

borrow its full share of unemployment relief from the Do- 

minion and, on the basis of budgetary estimates (not includ- 
ing debt retirement), would have a cash shortage of about 
$600,000. Its position would be a little worse than that of 
Manitoba but distinctly better than that of Saskatchewan; 

and a claim for assistance would no doubt be considered in 
the light of these facts.” 

In other words, the bank admitted that if Alberta attempted 

to pay interest on public debt in full, it would have a deficit of 

over $600,000 even if it borrowed all its cash requirements for 

relief from the Dominion. It also admitted quite frankly that if 

Alberta followed this orthodox procedure it would be entitled 

to special assistance from the Dominion Government pending the 

report of the Royal Commission on Dominion-Provincial Rela- 

tions as was recommended in the case of Manitoba and Saskat- 

chewan. Because, however, Alberta chose to refuse to pay the 

high coupon rate of interest on its public debt and reduced the 

rate by 50 per cent as hereinbefore mentioned, and also declined 

to submit to the domination of a loan council, the bank refused 

to recommend that assistance. 

It is difficult to escape the conclusion, in reading this report, 

that a penalty was imposed upon Alberta because it had reduced 

the rate of its bonded debt. There are facts which the report 

utterly failed to take into consideration, such as :— 

1. That by reducing rates of interest the Province was able 

to meet the cost of unemployment relief which otherwise the 
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Dominion would have been required to meet by loans to the 

Province. 

2. That the degree of assistance which had been furnished 

by the Dominion Government to Alberta over a period of years by 

way of direct advances or by guarantee, was in strong contrast 

to the assistance which it had been obliged to give to Manitoba 

and Saskatchewan. 

It is beyond question that Alberta has drawn less heavily 

upon the Dominion for assistance in meeting unemployment re- 

lief than has any other western province. This is plainly indi- 

cated in the followng table whch sets out the loans, guarantees 

and write-offs made by the Dominion Government to the Prov- 

inces of Manitoba, Saskatchewan, Alberta and British Columbia 

up to February 28th, 1938. 

These factors were not taken into consideration. It is sub- 

mitted that on any fair basis of comparison of the financial 

relationship between the Dominion and the several prairie prov- 

inces since 1930, the report is a distinct and definite discrimina- 

ton against this Province, apparently based upon one considera- 

tion, namely, that the Province had reduced rates of interest on 

its bonded debt. 

TABLE X. 

LOANS, GUARANTEES AND WRITE-OFFS BY DOMINION GOVERNMENT 

As at FEBRUARY 28TH, 1938, TO WESTERN PROVINCES 

Purpose Manitoba | Saskatche- Alberta B:C5 
wan 

ODI GATIONS sosssscsesserseseesssoneevesseesennss $ 1,139,455 $ 3,934,341 $ 8,577,000 $ 9,818,855 

Agricultural Relief and Seed! 
Drought AVea oe | 234,818 14,550,633 3,152,748 

Public Works and Direct 

FEY STBITYBN  coryeccostecabaseeeh Coco ae ar eesCOoercce 21,618,770 41,363,168 14,156,450 22,452,861 

$22,993,043) $59,848,142) $25,886,198 $32,271,716 

Guarantees: 
Savings Bank cece 6,975,988 

Debentures oc. nar 5,628,763 626,533 

Seed Grain, 1936 2,555,113 

35,597,794 $62,403,255 $25,886,198 $32,898,249 

Seed Grain, 1937, maximum 

PAUL EROTIZCC me iituseees st aetcnctenrentee-3" 750,000 6,600,000: x 1,600,000 

Amounts not yet deter- 

mined. 

$36,347,794 $69,003,255: $27 486,198 $32,898,249 

Less written off by Dominion 804,897 17,682,158 

$35,542,897 $51,321,097 $27,486,198 $32,898,249 

x Actual amount guaranteed Alberta, $1,339,000. 

Special grants to Manitoba, 1937, of $750,000 and $1,500,000 to Saskatchewan based 

on the Report of the Bank of Canada. 



CHAPTER XVI. 

RECOMMENDATIONS 

In the foregoing chapters an attempt has been made to 
review the many problems which affected the early development 
of Alberta as well as those which still confront the Province. 
Some of these are the same in character, if not in degree, as those 
of our sister prairie provinces. While Alberta has been for- 
tunate in possessing certain resources which the other provinces 
lack, these advantages are, to a considerable degree, outweighed 
by disadvantages and problems which are peculiar to this 
Province. 

The outstanding fact which dominates any consideration 
of Dominion-Provincial relations and the needs of the present 
critical period in our Dominion’s history is that no mere partial 
or half-way measures will suffice. At all costs Confederation 
must be preserved, but unless courageous action is taken in time 
to deal with the fundamental economic causes from which our 
troubles arise, national disaster is certain. 

The heavy price which Alberta and other western provinces 
have paid for their membership in Confederation has created a 
growing resentment towards the east in the minds of westerners. 
This threatens to strike at the very roots of national unity. 
Yet the people of the east are not to blame for the plight of the 
west, for they are also the victims of the same interests which 
have reduced the western provinces to a condition of economic 
impotence. Until this is recognized, and until the people of the 
east join hands with the people of the west to overcome the 
forces of reaction supporting the dominating financial interests, 
there will be little hope of a United Canada so essential to Con- 
federation. 

It is useless to dwell upon the past. Recriminations for 
injustices of bygone days will not contribute to a solution of 
present difficulties. However, in adjusting the disturbing rela- 
tions between different parts of the Dominion, it is necessary to 
consider how the present situation was brought about. Where 
one section of the nation has been unduly burdened for the benefit 
of another, such adjustment as will compensate the aggrieved 
section should be made, and should be made if possible without 
adding unduly to the burden of the other provinces, as that would 
merely aggravate the present disunity. The Government of 
Alberta is convinced that such adjustment can be made, but only 
by removing the fundamental causes of our national ills. 
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The recommendations which follow are those which the 
Province considers should form the basis of any adjustment of 

Dominion-Provincial relations in respect of the present situation 

viewed in the light of the past. No attempt is made to present 

a specific monetary claim computed upon the losses and hard- 

ships sustained by the Province as the result of disastrous 

Dominion policies. The price of Confederation cannot be com- 

puted in terms of money. It is of such priceless value that the 

forgiveness of past losses or injustices would be a small price to 

pay for the solution of present problems on a basis which will 

ensure national unity. 

As already stated, it is the uncompromising conviction of 

the Government of Alberta that no partial measures will be of 

any lasting value. Even if the present plight of the Province 

is eased, the formidable problems of ever-mounting debt, poverty 

amidst plenty and economic impotence must be faced. For this 

reason the following recommendations should be taken in con- 

junction with those in Part II, in which the fundamental causes 

of our economic problems are examined and definite recom- 

mendations are made to deal with these. 

PROVINCIAL DEBT AND FINANCE 

1. As it is now generally recognized that unemployment 

relief is essentially a Federal responsibility, the Dominion Gov- 

ernment should cancel that portion of the outstanding treasury 

bills owing to the Dominion by the Province which represent the 

expenditures of the Province for unemployment relief and loans 

made by the Province to the cities for unemployment relief 

purposes. 

2. For the reasons set out in Chapters IV and V, there should 

be a recognition by the Dominion of at least a share of respons- 

ibility for losses sustained by the Province in,— 

(a) Expenditures for agricultural relief purposes in the 

drought area; 

(b) The development of irrigation projects ; 

(c) Provincial railway development; and 

(d) Alienation of natural resources prior to the formation 

of the Province. 

In consideration of this the Dominion should assume com- 

plete responsibility for a reasonable portion of the debt of the 

Province. 

3. In recognition of the disabilities borne by the Province 

arising out of national policies such as the tariff and the present 

freight rate structure, as well as from the high interest rates 

which have heretofore prevailed in western Canada, and also in 

recognition of the special disabilities suffered by the Province 
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as a result of the monetary policy of the Dominion during the 

depression years, the Dominion Government should instruct the 

Bank of Canada to under-write the refunding of the balance of 

the Provincial debt at a low rate of interest, not to exceed two 

per cent. 

4. The urgency of the general debt situation requires that 

the Dominion Government should deal immediately with the 

civic, municipal and private debts of the Province, or provide 

facilities for the Provincial Government to meet the situation. 

5. Until the economic reconstruction recommended in Part 

II is in operation the Dominion Government should assume the 

entire cost of,— 

(a) Unemployment relief; 

(b) Old age pensions. 

GRANTS IN AID 

6. Having regard to the growing burden of social services 

and the increasing importance of adequate provision for high- 

ways, the Dominion should inaugurate and maintain adequate 

grants-in-aid to the provinces in respect to the following 

services: 

(a) Public health services; 

(b) Education; 

(c) Mothers’ Allowances; 

(d) Highway construction and maintenance. 

ECONOMIC RESTORATION 

7. In recognition of the necessity of providing adequate 
transportation facilities between provinces for economic as well 
as for defence purposes, the Dominion should undertake the 
construction and maintenance of a properly surfaced transcon- 
tinental highway. 

8. In order to facilitate and encourage proper development 
of the resources of Northern Alberta and the North-West Ter- 
ritories, and in particular for the purpose of encouraging tourist 
trade and capitalizing the assets of the Province represented by 
the National Parks, the Dominion should provide an arterial 
highway from the United States boundary to the rapidly develop- 
ing areas in the north, with branches to the National Parks at 
Banff and Jasper. 

9. For the reasons set forth in Chapters V and VIII, the 
Dominion Government should construct and maintain water 
storage reservoirs in the foothills of Alberta, and assume the cost 
for the rehabilitation of the drought area. 
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10. To assist in the adjustment of agricultural debts and 
to ameliorate the difficult conditions under which agriculture is 
carried on, the Dominion Government should, through the Bank 
of Canada, provide agricultural credits at low interest rates and 
for long terms. 

11. To meet the recommendations contained in Chapter 
XIV the Dominion Government should provide adequate mone- 
tary facilities for an extensive home building programme. 
NOTE: The above recommendations can be carried out by the 

Dominion Government insisting that the Bank of Canada 
really function in the national interest. The necessary 
monetary facilities can be provided by that institution 
without loss to any other section of the Dominion. 

12. As the marketing handicaps of freight rates and inter- 
national tariffs and quotas are essentially Federal responsi- 
bilities, the Dominion Government should actively assist in pro- 
moting markets for Alberta products, in particular live stock, 

coal, oil and sugar. The Dominion should also make provision 

for the establishment of minimum prices for wheat and live 

stock commensurate with the reasonable cost of production. 

13. A revision of the freight rate structure should be under- 

taken to provide for greater equity among the various provinces 

and to assist in the marketing of the major national products. 

3 og Og 

While these recommendations may appear formidable, 

actually their adoption would do no more than to tide over the 

national situation until definite economic reconstruction along 

the lines recommended in Part II has been put into effect. In no 

instance would the adoption of these recommendations involve 

placing undue burdens upon any other part of the Dominion. 

The principal requirement is that the Dominion should insist 

upon the Bank of Canada carrying out its proper function—that 

of regulating the nation’s money supply to meet the require- 

ments of the people. These recommendations are made within 

the limitations of the present defective monetary system and its 

adaptation to meet the transition period to a new economic order. 

The fundamental issues involved are dealt with fully in Part II 

of this Brief. 
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Alberta’s Case in Summary 

1. The Province of Alberta is so richly endowed with natural 
resources that it is physically possible to provide every man, 

woman and child within its boundaries with a standard of living 

many times higher than that ruling at present. 

2. The following statement shows the capitalized value of 

Alberta’s resources—including population. (It should be empha- 

sized that a correct statement of the assets of a province or a 

country must include its most essential factor—the capitalized 

value of its population in terms of productive capacity.) 

REAL CAPITAL ASSETS (1) 

PROVINCE OF ALBERTA, 1936-37 

Agricultural Lands (Developed and Undeveloped) ............ $ 448,000,000 

TNO TRESTUSY eonnceddccbSoOncehaei aie ERCRDAGERRAR- ERO ABE NER GZECERC EER PSEBRUS econ ARERE REE ere 2,864,500,000 

IMMERSES eondcodacacoPtend ice Socata SERRE cana ane RACE CHEE SSCA ae eed 222,343,715,000 

Buildings, Harbours, Communications, Irrigation, De- 
veloped Water Power and Public Works ...................00+ 756,347,534 

CapiializedmvyallerOrt hes PopuUlationy en. ese nase es 4,464,046,125 

Net Credit Balance between Province and Elsewhere ....... 45,000,000 

$230,921,608,659 

3. The foregoing assessment, which is a careful statement 

of Alberta’s capital assets, has been calculated on a conservative 

basis. 

4. With a population of 772,782, the capital resources of the 

Province average about $300,000 per person. Assuming that 

these resources were exploited at the very low rate of one-half of 

one per cent per annum, the present standard of living of the 

people of Alberta would be increased approximately eight times. 

This would yield an average annual income of about $1,500 per 

person or about $6,000 per family of four at the existing price 

level. 

5. While it may be argued that such a high living standard 

can be secured only by the export out of the Province of a very 

substantial portion of the increased production, in order to obtain 

the diverse variety of goods for which there would be a demand, 

this is partially true only. 

(1) See Appendix I for a detailed statement. 
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6. The abundant sources of power at the disposal of the 

Province in its natural assets of coal, oil and, to a limited extent, 

water power render it ideal for industrial development. Besides, 

in the main, the majority of the population are in want of the 

very products which could be supplied from the limited develop- 

ment that has taken place to the present time. 

7. Coincident with these vast resources which are at the 

disposal of the Province we find,— 

(a) 52,000 persons on relief, living at a very low standard. 

Of these, 10,000 represent unemployed persons—or a 

reserve of labour which could be employed in much 

wanted production. 

Total taxation — Dominion, provincial, civic and 

municipal — representing depletion of already in- 

adequate incomes — is estimated at $48,563,276 or 

about 30 per cent of the net income of the people 

available as purchasing power for consumers’ needs. 

(c) Debt charges and payments would, in existing con- 

ditions, represent a further 25 per cent of gross 

income—the main burden of this falling on pro- 

ducers and traders. 

(d) The income of the Province is depleted further by the 

extortionate freight charges which have to be paid by 

the people for both goods sent out of the Province and 

goods brought into the Province—with the disad- 

vantage of selling in an uncontrolled market and 
buying in controlled markets. 

(e) The debt situation is staggering. The total of pro- 

vincial, municipal, mortgage and private debts amount 

to approximately $600,000,000, or about $800 per 

capita of the population. To this must be added the 

average per capita share of the Dominion public 

debt. This brings the figure of about $800 to $1,100. 

While this is insignificant beside the corresponding 

capital resources of the Province, it presents a fan- 

tastic problem when, as will be shown later, this debt 

represents a liability required to be discharged in 

money which the present system demands shall be 

issued only as a debt—thus rendering it impossible 

for the total debt burden to be lessened. It must 
increase. 

8. In short, with resources adequate to provide the people 

of the Province with a balanced productive system and a high 

standard of living, the people of Alberta are poverty stricken, 

taxed to the limit of human endurance and debt-ridden to a point 

of desperation. 

(b 
— 
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9. While the economic problem facing Alberta is the same 

problem which is facing every other province, the Dominion as 

a whole, and every country operating the so-called orthodox 

financial system, it exists here in a more acute degree, and the 

crass stupidity of abundant natural resources, with vast reserves 

of power for productive purposes, existing side by side with 

poverty, want and restriction is, perhaps, more apparent in 

Alberta than elsewhere. The absurdity of the anomaly is so 

startlingly obvious that a people who have given both study and 

thought to economic problems are demanding immediate action 

to have this state of affairs remedied. 

10. Yet a comparison of Canada with the U.S.A. will reveal 

that what is so obvious in Alberta should be equally obvious to 

every person of reasonable intelligence, even though ignorant 

of economic matters, throughout the Dominion. 

1i. The U.S.A. comprises a smaller area than Canada. It 

has the climatic advantages which give it a greater diversity of 

production, but it is not so richly endowed in natural resources 

as Canada. It has a population about twelve times that of 

Canada, yet this smaller and naturally poorer area supports 

twelve times the population in at least equal comfort generally. 

12. What then is the root cause of this startling disparity 

between the two countries? Why is it that Canada, with a 

population of but some 11,029,000 persons and resources suf- 

ficient to provide these with all reasonable material wants, is faced 

with a problem of widespread poverty? Why is it that unem- 

ployment persists when the services of those unemployed could be 

used to convert idle resources into wanted production? Why is 

it that Canada’s debt increases as fast—or faster—than her 

wealth as represented by developed resources? Put another way, 

why are the people of Canada becoming financially poorer through 

debt as their country becomes physically wealthier—and to whom 

are they becoming indebted ? 

13. It is to these questions that the chapters which follow 
will be directed in the form of a short analytical examination of 

the economic structure. Such an examination must precede any 
recommendations for remedial measures—for the damage to 

social life which has resulted from ill considered and irre- 

sponsible experiments to patch up an obviously decaying eco- 

nomic system cannot be condemned too strongly. The human 

suffering in the world, and the spectacle of nations moving 

towards an armed conflict that may well end civilization, 

is a monument to the confused thought and the obstinate adher- 

ence to disastrous traditions which are the prevailing features 

of modern leadership. 
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14. In that outstanding contribution to our knowledge of 

civilization, Human History, the author, Sir Grafton Elliot 

Smith, states in the introductory chapter,— 

“One of the strange ironies of the attainment of human 
rank is that the acquisition of speech, which opens to Man 
almost unlimited opportunities for extending the range of 
his knowledge, at the same time provides him with the means 
for evading the effort of independent thought by offering 
him ready-made conventions of speech as well as of customs 
and ideas. The vast majority of mankind thus accepts with- 
out question the guidance of tradition, and by sheer inertia 
loses the ability to observe or interpret evidence in any sense 
other than the conventional one that has been instilled into 
them by custom. 

“Every one who has ever called attention to facts, or 
inferences from them, that came into conflict with fashion- 
able doctrines must have been made to realize how little 
influence the experience of the scientific developments of the 
last three centuries has had upon men’s readiness to make 
even the simplest observation, or to admit the truth of the 
most obvious principles. Most men, even without being 
consciously dishonest or wilfully stupid, seem to be unable 
to examine heterodox views with understanding and im- 
partiality.” 

15. The truth of Sir Grafton’s strictures are but too evident 

from the present economic plight of the world, and it is in the 

spirit of the following extract taken from a leading article which 

appeared in The Times, of London, England, on November 8rd, 

1932, that the examination of the situation which follows is sub- 

mitted to the people of Canada: 

“The problem which is now perplexing mankind is to 
discover by what flaw or flaws in our system it has come 
about that the world, never better equipped both in knowl- 
edge and in machinery to produce all its needs, is forced to 
see so much of that knowledge and machinery lying idle while 
millions of willing workers are unemployed and in want. 

“The professed authorities on these questions have ex- 
pressed many conflicting opinions and have given such con- 
tradictory advice, that the best hope of success seems, indeed, 
to lie in candid examination of the facts by men not pro- 
fessing to be experts and consequently unhampered by pre- 
conceived theories.” 



CHAPTER Il. 

The Economic Structure 

The problems which face Alberta and every other province 
are basically economic. What we term the economic system is 
yielding the very results which create the problems. At the 

outset, therefore, it is important that we determine the purpose 

for which economic organization should exist, and then that we 

examine these organizations to ascertain whether, in fact, they 

are contributing to the objective, and if not, to seek the cause or 

causes of such failure. 

PURPOSE OF ECONOMIC SYSTEM 

The economic system has developed during the progress of 

civilization over a period of 6,000 years. The many interlocking 

organizations of which it consists, taken collectively, are highly 

complex, but the purpose of economic organization and the basic 

principles which should underlie it remain simple. 

Reference to Chapter V of this part, dealing with social 

organization in relation to the constitutional problems of Canada, 

will emphasize the fact that the social order which is natural is 

one that is organized to enable individuals in association to get 

that which they desire and need from their social activities. It 

is this confidence, arising from the belief that in association they 

can gain what would not otherwise be possible, that should 

constitute the social power which prevents social disintegration. 

This natural form of society is what we term democracy— 

or government, in its wide sense, in accordance with the will of 

the people. It is a recognized fact that the essential feature of 

democracy is that the policy, which can be defined as the specifica- 

tion of results, shall be determined by the people comprising the 

social unit. 

Broadly speaking, human endeavour in social progress has 

been governed by man’s inherent desire for personal security and 

personal freedom. 

The reality of security and of freedom can not be established 

or maintained other than within the sphere of economic activity 

—for it requires that the material wants of every member of the 

community shall be assured while leaving each as free as possible 

to “choose or refuse one thing at a time’ — the definition of 

freedom. 
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Therefore, the purpose of the economic system and of all 
economic organization is plainly to provide the individuals of a 

community with goods and services as and when and where these 

are required, with a maximum of efficiency and a minimum of 

compulsion upon individuals. 

This is fundamental to any proper understanding of the 

economic structure and any other conception of the purpose of 

economic organization is a denial of democracy as the natural 

social order. 

PRODUCTIVE ORGANIZATION 

For nearly sixty centuries the basic economic problem facing 

humanity was in regard to production. Under the urge of 

gaining material security—a sufficiency of food, clothing and 

shelter—organized society struggled to improve its methods of 

production. However, in this it was limited by the known 

sources of energy from which it could draw and by the practical 

knowledge determining the rate at which it could utilize this 

energy. Production depends upon the application of energy to 

matter in order to convert it from a useless into a useful form 

or to transfer products from where they are not wanted to where 

they are wanted. This requires organization and is, of course, 

dependent upon the knowledge, skill and character of the mem- 

bers of the community. 

Until the introduction of power production—by which is 

meant the application of solar energy stored in coal, oil, naptha, 

etc., to drive machinery—resulting in automatic and semi-auto- 

matic productive processes, mankind was dependent upon the 

very limited energy resources of animals, and the harnessing of 

wind and water power as aids to human energy. 

However, with a knowledge of the way in which the stored 
energy of the sun found in certain minerals could be harnessed 
in the service of mankind, a revolution of unprecedented import- 
ance in human progress—and in particular in the sphere of 
production—occurred within the short space of a few decades. 

The fundamental fact to be borne in mind is that there are 
three limiting factors in production,— 

(a) The energy resources available; 

(b) The rate at which these can be utilized objectively ; 
(c) The natural resources available for conversion into 

wanted goods. 

In the Province of Alberta, the energy resources available 
in coal, oil, natural gas and gasoline are sufficient to develop 
the natural resources of the whole of Canada for a very long 
period of time. The availability of such vast sources of solar 
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energy render the Province ideal for industrial development. 

If encouraged, wool could be produced and converted into cloth- 

ing, blankets and other woollen goods. Shoes and all leather 

goods could be produced as could almost everything for houses. 

In addition, the Province could produce paper, furniture, china- 

ware, pottery, tiles, asphalt, dyes and other by-products of coal, 

biscuits, cereals, carpets, glassware, canned goods, matches, 

brushes, furs, and while, as yet, no known iron deposits are 

available for exploitation, the proximity of such vast power 

resources would render it economic to attract the heavier 

industries to the Province rather than to send out the energy 

supplies to eastern points where, in the main, industrial produc- 

tion is centred at present. 

UNEMPLOYMENT 

With these vast potentialities and with the productive 

capacity to provide its people with all the food, clothing, homes, 

roads and many of the amenities of life, the mass of the people 

are poverty stricken, debt-ridden and taxed to the limit of their 

already too inadequate incomes. What a startling anomaly it 

is that in such a situation the Province has over 10,000 heads of 

families unemployed! 

The strange attitude of mind that looks upon unemployment 

as a natural social affliction and one to be remedied by creating 

work, is evidently the result of the confusion of thought respon- 

sible for having pushed into the background the real purpose of 

economic activity—the production of what people require, not the 

creation of work. 

Labour-saving machinery and processes obviously reduce 

the amount of labour required. 

The whole tendency of modern industrial organization is to 

eliminate human toil from the sphere of production. The follow- 

ing data gives some small indication of this trend in industrial 

organization and development: 

“Tet us glance for a few moments at what is happening 
in the physical world. We will take food first. In agri- 

culture, 75 years ago one man could cultivate 12 acres. 

To-day, using modern equipment, he can cultivate over 100 

acres. In the United States, where they are much more 

technically equipped in agriculture than we are in this 

country, using modern equipment and methods, 4,000 men 

could have cultivated the 1929 crop; 100 years previously it 

would have required 5,000,000 men. At Sprowston, near 

Norwich, there is a mechanical planting equipment. It has 

been used for cabbages, celery and strawberries, and it sets 

and waters plants at the rate of 12,000 an hour. In the Fen 

district it has actually planted celery at the rate of 25,000 
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plants an hour, 7 plants a second. An experienced hand 
planter could plant no more than 700 an hour. 

“Turning to cigarettes —- using modern equipment, 3 
employees have an output equal to that of 700 hand-workers. 
They can turn out 12,000 cigarettes a minute, or 700,000 
cigarettes an hour. 

“With regard to clothing, the average weight of the 
fleeces of wool in Australia has increased during the past 70 
years from 21% lbs. to over 814 lbs. When that wool comes 
to the knitting machines, there is a machine in operation 
to-day which makes 3,000,000 in the time in which 300 would 
be done by hand; and one girl, tending 25 automatic 
machines, can produce 3,600 pairs of socks in a day. 

“There is a machine in existence at Los Angeles which 
produces boots and shoes with the assistance of two men. 
These two men require two helpers and a few operatives for 
odd jobs. The interesting feature about this machine is that 
it can turn out 1,000 pairs of boots or shoes per day. 

“Near New York, at Corning, there is an electric lamp 
manufacturing plant which has an output of 650,000 lamps 
per machine per day, an increase over handicraft of 10,000 
times; and one of these machines can be built in six weeks by 
37 men. The Redfern glass bottle machine, which has a 
rotating weight of 40 tons, has an output of 400,000 quart 
bottles or 1,000,000 pint bottles per week. Fifteen men, 
operating in three shifts of five each, have charge of this 
machine, and each machine displaces 300 men and boys. It 
may be of interest to some of you to know that the first two 
of these machines ever sold were sold to Japan. In 1880 
the maximum production from a blast furnace was 1,200 
tons a week. Now there are blast furnaces with an output 
of 1,000 tons a day. During the past fifty years the produc- 
tion of steel has increased from 4,000,000 tons a year to 
90,000,000 tons a year. In the case of rolling mills, a mill 
used for the rolling of sheet bars has an output of 700 tons 
aday. Two of these mills were recently supplied to Japan. 
In the production of bolts, where automatic machinery is 
particularly suitable, one machine operated by one man and 
one boy can do the work which was formerly done in the 
handicraft era by 6,000 men. Compared with the handi- 
craft era, that machine saves 17,000 pounds a week in wages. 
In the Wolseley motor car works there is a machine which 
drills the holes in the crank cases. There are 70 holes alto- 
gether. Some of them are vertical and some horizontal, but 
they are all drilled in one operation, and the whole of them 
are drilled in just 60 seconds. The Smith Corporation of 
Milwaukee in the United States is practically one huge 
machine. It produces one commodity, and that is chassis 
frames for motor cars. After 500 separate operations a 
complete chassis frame is delivered to the stacking plant 
every 8 seconds. The output of that plant when it is in full 
operation is 10,000 chassis frames a day. Thirty years ago 
the output of the factory was 10 chassis frames a day. The 
staff of that factory numbers 208 men. In 1904 about 1,290 
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man-hours were required to produce a motor car. In 1929 
the man-hours required to produce a car were 92. 

“Tt is estimated that if the resources of the United 
States were fully used they could supply all the needs of five 
times the number of people at present existing on the earth.” 

—A.L. Gibson, F.C.A., of England, speaking in the Central Hall, 
Westminster, London, England, in 1935. 

It should be obvious that any system which is directed 

towards deliberately substituting automatic and semi-automatic 

processes of production, rendered possible by the application of 

solar energy in place of the toil of human beings, and which 

thereby releases them for other activities, while at the same time 

condemning those thus released to a condition of economic indig- 

ence, is a system deserving severe condemnation and immediate 

adjustment. The disastrous result is that those released from 

the imposed necessity to toil in industrial production instead of 

being in a better economic position, and the community as a whole 

benefiting from the increased productive capacity, have become 

“wageless” and unable to obtain a share in the increased produc- 

tion; hence the entire community has its consuming powers cur- 

tailed and is, therefore, unable to supply its members with needful 

goods and services. 

Moreover, it should be noted that the existence of unem- 

ployment in a sparsely populated and undeveloped country like 

Canada is wholly inexcusable. In the opening up of a vast 

country with such enormous resources there should be no such 

anomaly as unemployment coincident with poverty. This is 

expressed with convincing force in The Report of the Economic. 

Crisis Committee of the Southamption (England) Chamber of 

Commerce, issued in 1933,— 

“Tt ig taken for granted that an unemployed person 

should be destitute and a burden on the rest of the com- 

munity. He is not engaged in production, neither is he 

rendering a valuable service. Therefore, it is argued that 

he should not receive an income to enable him to participate 

in the economic life of the community except, in so far as this 

country is concerned, to the extent of not being permitted to 

starve. Yet any consideration of his position is startlingly 

paradoxical,— 

“Bither an unemployed person is without work 

because we are already producing sufficient without his 

services being required, in which case he is poor because 

there is an abundance of goods and services available. 

“Or he is in want because the available wealth is 

not sufficient to provide for the satisfaction of his needs, 

in which case it is difficult to explain away why his 

services are not being utilized to produce more. 
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“Thus, from whatever angle it is viewed, we have the 
situation of widespread industrial trade stagnation with 
producers capable of production, and millions in want of the 
very things which can be produced in abundance.” 

The fact is that the majority of the people of Canada are 
in want of the very goods and services which, with the vast 
resources of the Dominion, could be produced in abundance. Yet 
they have to surrender a portion of their already inadequate 
incomes in order to provide those unemployed with goods and 
services which their unused labour could produce. Such a state 
of affairs can but be condemned as bordering upon social insanity. 

Yet the economic system which is responsible for this yields 
equally fantastic anomalies in other respects. An outstanding 
example is taxation. 

TAXATION 

There is no more widely detested aspect of the machinery of 
government than modern taxation. The resentment of tax- 
payers to an increasing imposition which robs them of a large 
percentage of already inadequate incomes, and thereby renders 
them more insecure, has created a situation in which taxation is 
imperilling the fabric of government and, in Canada, endanger- 
ing confederation. 

The following extract from an editorial in MacLeans Mag- 
azine for June 1st, 1937, is indicative of the growing concern 
regarding the increase in taxation, which is a natural result of 
the present financial system common to most countries: 

“Startling evidence of the extent to which cost of gov- 
ernment in Canada has risen in ten years is afforded by a 
compilation issued recently by the Citizens’ Research 
Institute. 

“In 1925 it took $751,685,000 or approximately three- 
quarters of a billion dollars to operate all Canadian govern- 
ments. 

“In 1935—the last year for which complete returns are 
available — it took more than a billion. To be exact, 
$1,091,000,000. 

“These figures represent in each case the aggregate 
current expenditures of Dominion, provincial and municipal 
governments, including school boards and commissions. 

“These are worth pondering. 
“During the ten-year period population increased by 18 

per cent. Government expenditure advanced 45 per cent. 
“In 1925 government expenditure averaged $80.89 per 

person. In 1935 the bill was $99.66 for every man, woman 
and child in the country. 

“In 1925 cost of government absorbed only 14.3 per cent of the national income. In 1935 government expendi- ture absorbed 26.6 per cent of the national income. 

—Continued on p. 15. 
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“This means that out of every $100 of income accruing 
to the people of Canada in 1935, cost of government claimed 
twenty-six dollars and sixty cents. 

“One dollar in every four. 

; “The only solace to be drawn from this ratio is that it 
is not as high as it was three years ago. In 1934 the propor- 
tion was $31.60 to every $100. Preliminary estimates for 
1936 indicate a still further reduction below the 1935 figure. 

“This is all to the good. But government costs are still 
away out of line with those of the ‘normal’ year of 1925. 

“Why the increase? 

‘““Where are we spending the extra $340,000,000? 

“Debt charges are one factor. In 1925 they were $220,- 
000,000 (excluding education). In 1935, $311,000,000. 
That item alone accounts for more than a quarter of the 
increase. 

“Expenditure on education, incidentally, actually de- 
clined. During the ten-year period it dropped two and a 
half per cent, despite the growth of population. 

“When it comes to ‘Public Welfare’, however, there is a 
vastly different story to tell. Listed under this heading are, 
health and sanitation, old age pensions, mothers’ allowances, 
hospitals, charitable institutions and direct unemployment 
relief. 

“And between the years 1925 and 1935 government ex- 
penditures on Public Welfare expanded from $41,700,000 to 
$207,500,000, an increase of 397 per cent.” 

As the figures in the quotation indicate, increasing taxation 

is very largely the result of increased indebtedness and rising 

expenditures on social services. It is but another anomaly of the 

present financial system that as a country becomes wealthier in 

terms of development of its physical resources, its people become 

poorer financially—poorer in the sense that with the increase of 

national wealth, their collective indebtedness increases and this 

forms an increasing drain on their incomes. An increase in 

wages does not relieve the situation for them, for yet another 

feature of the system is that any such income increase must be 

accompanied by a rise in prices, leaving them in no better 

position. In fact an increasing debt structure with rising prices 

places the people in a worse position, for when the rise in prices 

has to be checked by deflationary action, an economic depression 

with all its consequences is precipitated. 

Similarly a system which condemns to destitution those who 

become unemployed because of progress in productive processes 

renders it necessary for governments to seek increased revenue 

for social services to relieve the resulting indigence. However, 

a government dare not increase taxation beyond certain limits, 

and it is driven to yet further borrowings. Thiele turin, 
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demands still further revenue for interest and sinking fund pur- 

poses—and so the vicious spiral continues presumably until the 

situation becomes intolerable and the system breaks down. 

The limit of human endurance to the acceptance of modern 

taxation methods is being reached in Canada—and in particular 

in the Prairie Provinces. Dominion, provincial and local taxes 

have reached a point where the taxpayer cannot meet the de- 

mands being made upon him. Tax arrears accumulate and the 

consequent result is inadequate revenue for the government 

authorities concerned, and rebellious resentment of an over-taxed 

public. Yet every government throughout the Dominion is faced 

with a totally inadequate source of revenue. 

Monetary inflation is no cure for such a situation—for infla- 

tion is essentially an increase in money supply with a correspond- 

ing or greater increase in the price level. Any such increase in 

prices imposes upon governments the necessity to obtain addi- 

tional revenue. The only easment that would result would be in’ 

respect of fixed debt charges. However, even this temporary 

advantage would be offset by the consequences of an attempt to 

check the rising price level by orthodox means of deflation. 

An examination of taxation from a common sense point of 

view—that is from an aspect of the physical realities involved— 

yields the inescapable conclusion that modern taxation methods 

are as unnecessary as they are socially undesirable and dangerous. 

Taxation is a device whereby a governing body secures 

revenue to carry out public services. The purpose of this revenue 

is to provide incomes to those serving the community and to 

obtain materials for certain public works. (For the moment debt 

charges are excluded as this subject is examined fully later.) 

Those serving the community in government service require in- 

comes to obtain goods and services. In short, by means of taxa- 

tion the community as a whole surrender claims to goods and 

services, and these are redistributed to those rendering public 

service or are used to secure materials for public works or to 

enable the indigent to obtain a share in the products available. 

It will be observed that this pre-supposes that there is a 

limited supply of goods and services available to the community, 

and that monetary claims on this are distributed to those members 

of the community who receive incomes from economic activity. 

On such an assumption it is obvious that the requirements of 
government must be obtained by those in receipt of such mone- 
tary claims on an equitable basis—and taxation is designed to 
achieve this. 

But the assumption is incorrect. The basic premise on 
which the structure of taxation is built is wrong. We know that 
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in Canada, for instance—and this applies particularly to Alberta 
—the potential capacity to produce goods and services is many 
times greater than present production. The goods and services 
which could be produced, but the production of which is at present 
restricted, would provide a source from which the requirements 
of all who are giving service to the public could be supplied, with- 
out taking from the already inadequate amount available to the 
people at present. In short, there is no physical reason for taxa- 
tion as operated at present. 

This in itself is sufficient evidence to condemn the entire 
system of modern taxation. It can hardly be argued that the 
human mind, which has given mankind the amazing inventions 
available to us, would be incapable of devising a system which 

will reflect physical facts, instead of denying them and thereby 

causing unnecessary hardship and endangering the fabric of 

social life. 

However, condemnation cannot be confined to the system of 

taxation, for this is but an expedient to which governments are 

driven under stress of the financial system. The inexplicable 

anomaly of indigent unemployment in an economic environment 

of abundant potential productive resources, the widespread pov- 

erty, throughout the Dominion and every industrialized country, 

the growing insecurity and the loss of freedom resulting from 

the fantastic debt structure and economic stress all go to indicate 

that the disease is rooted in the financial system. 

THE ROOT CAUSE OF OUR TROUBLES FINANCIAL 

It is apparent that there is nothing very amiss with our 

ability to produce. This Province and the entire Dominion have 

resources sufficient to provide complete economic security for 

every man, woman and child within their respective boundaries. 

Shops can be filled as fast as they are emptied, stocks can be 

replenished as fast as they are depleted. All the factories, all 

the roads and all the houses which the people may require can 

be built. The problem is to obtain markets for production. 

Every producer knows this, yet consumers cannot obtain access 

to the limited production at present coming on the market. Not 

that the desire to purchase the goods does not exist. The desire 

and the want are there, the knowledge and the resources to satisfy 

the want are there also, but the people cannot get the goods 

because they do not possess the money to buy them. 

From whichever angle the matter is approached it is obvious 

that there is some radical defect in our financial system, which 

results in production being restricted in the midst of want, in 

huge debts with no possibility of ever meeting them, in increased 
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taxation beyond the people’s ability to pay, and generally in that 

state of affairs which is termed ‘‘poverty amidst plenty”. 

The financial system of Canada is basically the same as the 

financial system of most countries. Any differences which may 

exist are of minor importance and do not affect the system as 

such. 

Like other countries, the financial system of Canada is con- 

trolled through a central bank—the Bank of Canada, which by its 

manipulation of currency issue and by its open market operations 

ean direct the entire financial arrangements throughout the 

Dominion. This is reviewed in the next chapter. 
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CHAPTER Ill. 

The Financial System 

Before proceeding to a further investigation of the financial 

system as a whole, it is desirable, particularly, to consider the 

nature of money. 

Money has been defined as anything which, no matter of 

what it is made, nor why people want it, has reached such a 

degree of acceptability that no one will refuse it in return for his 

product, if he is a willing seller. 

Money was originally, and still remains essentially, tickets 

or instruments of a recording system, whether in the form of 

metal discs, stamped bills or pieces of paper representing merely 

figures recorded in ledgers which are transferred from one 

account to another. It is its function, and not its form, which is 

all important. Its function is to facilitate and to stimulate the 

proper fulfillment of economic activity, namely, the production 

and distribution of goods and services as, when and where re- 

quired. It contributes also towards the achievement of the over- 

riding social objective of gaining maximum personal security and 

personal freedom for all. That money has become divorced from 

its true function is only too apparent from the fact that the 

financial system which has been operating for a number of years 

has yielded the opposite results to the social objective desired. 

In Canada, as in other countries, the basis of the monetary 

system is cash—or tangible money. 

This consists of notes and coins. Control of the issue of 

these rests with the Bank of Canada—and, in the circumstances 

which exist, full responsibility for the operations of the Bank of 

Canada must be assumed by the Dominion Government, which 

purports to exercise an over-riding control. 

However, the cash controlled by the Bank of Canada is but 

a part of the money which serves the requirements of the 

Dominion. This part is used for but a small fraction of money 

transactions. The greater amount of purchasing and trade pay- 

ments is carried out by the non-tangible form of money termed 

financial or monetary credit. This is done by means of ‘orders 

torpay °, familiarly known as “cheques”, which transfer figures 

representing money from one account to another in bank ledgers. 

Money, as tickets to goods, is related to them by means of a 

costing system of prices. The goods come on the market at 
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certain prices, and these prices determine the number of mone- 
tary units which will purchase an article. Purchasing power is 
the ability of the consuming public to meet these prices of goods 
with money. 

It follows that, in order to purchase its production, the total 
money available to a community as purchasing power must at any 
given time equal the total prices of goods for sale on its markets. 

Now, the entire arrangements for the issue and distribution 
of money is in the hands of the banking system, consisting of a 
central bank controlling and dominating a network of centralized 
commercial banks. These institutions have monopolized the 
issue of money; 7.e., all money issued to the public is created 
by the banks, and moreover, all money is issued to the public as 
a debt owing to the banks and repayable on demand to them. 

Prior to the establishment of the Bank of Canada as the 
central and controlling institution, the Dominion Government 
and the commercial banks issued currency notes. That is to say, 
they alone were legally entitled to print and issue pieces of paper 
which passed as money. However, this right has been curtailed 
so far as the banks are concerned and gradually the right of note 
issue is being centralized in the comparatively newly-created 
Bank of Canada, thus giving the Bank of Canada complete con- 
trol of the financial structure. 

The legal tender or currency forms the basis for the much 
larger proportion of money issued in the form of financial 
credits. Apart from a statutory obligation to maintain a reserve 
of not less than 25 per cent of its note issue and of its deposit 
liability in Canada in gold coin, bullion, foreign exchange, 
securities of the United Kingdom and United States and bills of 
exchange (the two latter categories having certain limitations), 
the Bank of Canada may issue notes to any amount. In the main 
it controls the note issue by buying or selling securities in the 
open market and discounting securities and commercial bills. In 
short, it obtains an obligation for the payment of money by the 
community in exchange for issuing pieces of printed paper which 
form the basis of the country’s money supply—thus currency is 
issued as a debt which the bank can recall by the sale, in the open 
market, of securities against which it was issued. 

This tangible money or currency forms the small change in 
the monetary transactions of the community. Some of it 
remains in constant circulation. The balance remains in the 
tills of the banks and forms the base for the main monetary issue 
of financial credit. 

This intangible credit money is created and issued by the 
commercial banks, mostly in the form of loans to customers and, 

- 
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to a much smaller extent, in purchasing securities and discount- 

ing bills. By experience and tradition banks usually confine 

their issues of financial credit to about nine times their cash 

holdings and deposits with the central bank. The manner in 

which this is done has been admirably stated in the Report of 

the MacMillan Committee of Great Britain on Finance and 

Industry in 1931. In sections 74-76 it states,— 

“74, It is not unnatural to think of the deposits of a 
bank as being created by the public through the deposits of 
cash representing either savings or amounts which are not 
for the time being required to meet expenditure. But the 
bulk of the deposits arise out of the action of the banks them- 
selves, for by granting loans, allowing money to be drawn on 
an overdraft or purchasing securities a bank creates a credit 
in its books, which is the equivalent of a deposit. A simple 
illustration, in which it will be convenient to assume that all 
banking is concentrated in one bank, will make this clear. 
Let us suppose that a customer had paid into the bank £1,000 
in cash and that it is judged from experience that only the 
equivalent of 10 per cent of the bank deposit need be held 
actually in cash to meet the demands of customers; then the 
£1,000 cash received will obviously support deposits amount- 
ing to £10,000. Suppose that the bank then grants a loan of 
£900; it will open a credit of £900 for its customer, and when 

the customer draws a cheque for £900 upon the credit so 

opened that cheque will on our hypothesis, be paid into the 

account of another of the bank’s customers. The bank now 

holds both the original deposit of £1,000 and the £900 paid in 

by the second customer. Deposits have thus increased to 

£1,900 and the bank holds against its liability to pay out this 

sum (a) the original £1,000 of cash deposited, and (b) the 

obligation of a customer to repay the loan of £900. The 

same result follows if the bank, instead of lending £900 to a 

customer, purchases an investment of that amount. The 

cheque which it draws upon itself in payment for the invest- 

ment is paid into the seller’s bank account and creates a 

deposit of that amount in hisname. The bank, in this latter 

case, holds against its total liability for £1,900 (a) the 

original £1,000 of cash, and (b) the investment which it 

has purchased. The bank can carry on the process of lend- 

ing, or purchasing investments, until such time as the credits 

created, or investments purchased, represent nine times the 

amount of the original deposits of £1,000 in cash. 

“75. The process is much the same when we remove the 

assumption that there is only one bank. The credit granted 

by one bank may reach the accounts of customers in another 

bank. ‘There is thus established a claim by the second bank 

upon the first for cash, and the ability of the second bank to 

grant loans is improved in so far as that of the first bank is 

reduced. Over the banking system as a whole, therefore, 

loans and investments made by the banks increase their 

deposits. There is, however, a limitation on this process. 

A bank which is actively creating deposits in this way will 
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naturally find that a considerable part of the cheques drawn 
against them will be in favour of other banks. It will thus 
lose part of its cash reserve to those banks and must proceed 
to limit its loan operations if its normal cash ratio is to be 
maintained. In practice, therefore, no one bank can afford 
to pursue a policy of creating deposits by making loans or 
investments which is much out of line with the policies of 
other banks. 

“76. The cash which the banks hold is partly in the form 
of bank notes and coin maintained in tills and reserves to 
meet current demands by customers and for exigencies, and 
partly in the form of a deposit with the Bank of England— 
the bank of the bankers. The latter credit affords first the 
means of settling day to day balances between banks and 
secondly the means of obtaining any further supplies of 
notes or coin that they may need for current use. A further 
cash item is represented by balances with other banks and 
cheques on other banks in course of collection. These claims 
on other banks, which are settled within a day or two, usually 
amount to about 314 per cent of the deposits, varying of 
course with the amount of business done by the bank.” 

Latterly there has been considerable argument on this ques- 
tion of financial “credit creation” by the banks and in this con- 
nection it is interesting to note the following categorical state- 
ments of two outstanding orthodox authorities: 

(1) “The essential and distinctive feature of a ‘bank’ 
and a ‘banker’ is to create and issue credit payable on 
demand, and this credit is intended to be put into circulation 
and serve all the purposes of money. A bank, therefore, is 
not an office for borrowing and lending money, but it is a 
manufactory of credit. The student must, therefore, care- 
fully observe that, in the language of banking, a deposit and 
an issue are the same thing. A deposit is simply a credit in 
a banker’s book giving the customer the right of action 
against him for a sum of money... .” 

—Theory and Practice of Banking, by H. D. Macleod. 

(2) “When a bank lends it creates money out of noth- 
ing. The borrower becomes indebted to the bank for a 
sum to be repaid in the future with interest and the bank 
becomes indebted to the borrower for a sum immediately 
available.” 

—R. G. Hawtrey, Assistant Secretary, H.M. Treasury of Great 
Britain, in Trade Depression and The Way Out”. 

The following extract from “Cash and Credit” by DAZ 
Barker (Cambridge University Press), gives a clear explanation 
of the manner in which the financial credit system, not only in 
Britain, but in Canada and every other country with an 
orthodox banking organization, operates: 

“We must now consider the nature of the business 
transacted by a typical banking institution situated at a 
monetary centre such as that described in the last chapter, 
and for such information we turn naturally to the balance 
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sheets periodically issued by the bank for the benefit of the 
public. These balance sheets, however, contain on both sides 
details which are not essential to the limited scope of this 
chapter and which may, therefore, for our present purpose, 
be omitted. In its most simplified form the balance sheet 
may be represented as follows: 

Liabilities Assets 
Deposits of Cash tie ses cnein Aue £ 4,000,000 

CUSTOMERS) aes, £20,000,000 Investment cues 2,000,000 
Loans to customers... 14,000,000 

£20,000,000 £20,000,000 

“To avoid the complications which would arise if we 
had to consider transactions between many different banks, 
we will suppose that this represents the consolidated balance 
sheets of all the banks at our monetary centre; the items 
shown here being simply the totals of similar items in the 
individual balance sheets. The total liability of all the 
banks, then, amounts to £20,000,000 and against this liability 
they can show £4,000,000 of actual cash, £2,000,000 invested 
in securities, and £14,000,000 lent to customers. 

“Firstly, then, as to the item ‘deposits of customers’,— 
“To the average non-commercial man a bank is merely 

an agency for keeping his spare cash and for collecting the 
money due on cheques payable to him. For him, a ‘deposit’ 
really is a deposit, and the use of such a word naturally leads 
him to believe that the sum of £20,000,000 entered under 
this description has actually been deposited in the banks by 
their customers. But the nature of his mistake is revealed 
by considering the case of the commercial man who wished to 
borrow from a bank. This would-be borrower, we will sup- 
pose, is an enterprising man and asks for a good round sum, 
say, one million sterling ; in which request the bank manager 
good-naturedly acquiesces. Having obtained his loan, the 
borrower has to decide what to do with it. He might, in 
very unusual circumstances, ask for cash down, but, as a 
general rule, the bank will give him a credit on its books, and 
he will draw cheques against that credit as necessity arises. 
What will be the effect of this transaction on the balance 
sheet? If he asks for cash the item ‘cash’ will be reduced by 
one million sterling and the item ‘loans to customers’ will be 
increased by a similar amount, thus,— 

Liabilities Assets 
Deposits of Coaisiaiare teres act eee etn ore £ 3,000,000 

(HOVENVENES,  ocarononos £20,000,000 IGaQySSAMETOES) Accoppeaeoncnne 2,000,000 
Epi pa Loans to customers... 15,000,000 

£20,000,000 £20,000,000 
But if he merely accepts a credit in the bank’s books the 
change will be as follows: 

Liabilities Assets 
Deposits of ene acta ee Es £ San aOD 

Son £21,000,000 TASS OOIEVAIKE acanpseeonaonco — ZOO), 
eae one Loans to customers ... 15,000,000 

£21,000,000 £21,000,000 
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“In this latter case we see that there has been a change 
on both sides of the account, and that the items ‘deposits of 
customers’ and ‘loans’ have both been increased to the extent 
of one million pounds. This is, then, the important point, 
that a loan by the bank to a customer increases the item 
‘deposits’, and that ‘deposits’, therefore, are not made up, 
as they might seem to be, merely of idle balances and savings, 
but also of credits given by the bank. 

“But we have not yet arrived at the end of the trans- 
action. The borrower would not have asked for a loan 
unless he wishes to spend the money, so we may presume 
that he will shortly draw cheques on the lending bank to the 
amount of one million pounds. In consequence of this, his 
credit for one million will be extinguished and the amount 
of ‘deposits’ of customers at that bank will be reduced by a 
similar amount. But if, as will very likely be the case, the 
cheques drawn by the borrower are payable to residents in 
the same monetary centre, the recipients of the cheques 
will send them to banks of this centre and the amount of 
customers’ deposits at these banks will be increased by the 
sum of one million pounds. Considering all the banks of 
this centre as one, we see, therefore, that the consolidated 
balance sheet will still show ‘deposits of customers’ to the 
amount of twenty-one million pounds. It may be objected 
that some of the cheques drawn by our millionaire borrower 
might have been sent to persons resident in the country and 
paid by them into a country bank. But even then, owing to 
the tendency of money to collect at the monetary centre, the 
country banker would probably use the cheque to obtain a 
credit for that amount with his central agent, and the result 
would be the same as if the cheque had originally been paid 
into one of the central banks. Even if the borrower wishes 
to use his credit to pay a creditor living in a foreign country 
he will do so by buying a bill on that country from a bill- 
merchant, and will pay for the bill with a cheque. The bill- 
merchant will pay that cheque into his banking account, and 
so, as before, the sum total of customers’ deposits remains 
at the amount of twenty-one million pounds. Twist the 
matter as we may, the loan of one million has increased cus- 
tomers’ deposits by an equal amount.” 



CHAPTER IV. 

A Faulty Financial System 

In order to understand the operation of the financial system 
it is necessary to have a background in regard to how production 
is financed and the manner in which the system of money 
operates to distribute the proceeds of economic activity. 

The productive system—which, for purposes of this exam- 
ination is taken to include all production, distribution and trans- 
port organizations—serves a threefold function. It produces 
goods and transports them to the points where they are wanted; 
in the process it distributes purchasing power in the form of 
wages, salaries, profits and dividends; and it collects expended 
purchasing power through the agency of prices when the goods 
have been delivered to the public for consumption. 

In the first instance, money originates as loans from the 
banks to producers, and is then distributed to the public through 
the productive system. Having served its purpose in getting 
goods to the consumer, it is collected and returned to the banks 
in repayment of their loans. 

The process is summarized in the Report of the Economic 
Crisis Committee of the Southampton (England) Chamber of 

Commerce, to which previous reference has been made,— 

(a) Industry mortgages its capital assets and secures 
the money necessary to enable it to pay wages, salaries, buy 
raw material and meet its overhead costs in the form of 
credit loans from the banking system. 

(6) In the process of producing goods, it distributes 
wages, salaries, dividends, and profits which filter through 
as money incomes to the entire community. 

(c) The goods subsequently come on the market with 
price labels attached to them to include all the costs of pro- 
duction. 

(d) The community acquire the goods in return for 
their money, which filters back through the productive 
system for the cancellation of the credit loans originally 
created by the banking system. 

The important feature to be noted in this arrangement out- 

lined above is that a producer or distributor, whether he is oper- 
ating on bank loans or on his own reserve of capital, must recover 

through prices at least all the costs which he has incurred, other- 

wise he will be unable to repay his loan or replace his working 

capital. 
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Therefore, while the upper limit of prices will be determined 

by “what an article will fetch’, as it is termed, the lower limit of 

prices is determined by cost. In a highly competitive system 

the limiting factor of cost is the more important. 

In the process of producing goods and marketing them, the 

productive system distributes incomes in the form of wages, 

salaries and profits. Collectively these incomes form the “pur- 

chasing power” of the community. This purchasing power will 

vary according to the amount of money distributed in the pro- 

cesses of the production and of the marketing of goods for con- 

sumption in relation to the prices charged for those goods. 

Once the consumers part with money in exchange for goods, 

in the aggregate and apart from that portion of price which 

represents the final sellers profit, this money will cease to be 

purchasing power. It will go either to repay a bank loan or to 

replenish depleted capital. In both instances the money is im- 

mobilized as purchasing power, and can be reissued as such only 

in respect of new production coming on to the market. 

In passing it should be noted also that all money saved is 

immobolized purchasing power during the period of saving. 

Owing to the manner in which money is distributed to the 

community, somewhere in the productive system costs have been 

carried into prices to an amount of such savings and, therefore, 

the act of saving leaves these goods coming into the market 

without purchasing power to liquidate the corresponding costs. 

The effect of the investment of such savings is realt with later. 

Modern productive methods involve serial production, that 

is to say, a product goes through a number of processes. Between 

the stages all the costs incurred, including wages, etc., go into 

price as the product moves from one process to the next. The 

total costs incurred throughout have to be recovered in the finai 

price of the product when it comes to the consumers market. 

At this point it is necessary to digress for the purpose of 

considering another aspect of the question. It has been shown 

that the public becomes indebted to the banks for all money issued 

to it. In the main this is issued in the form of loans for pro- 

ductive purposes—and the banks charge interest on these loans. 

It will be obvious that unless the public are given the money to 

pay this interest beyond the amount distributed by the bank as 

salaries and dividends, they are in the impossible position of being 

required to surrender money to the banks which they do not 

possess. In other words, as all money is issued in the form of 

loans—in the last resort—and interest has to be paid on these 

loans, the amount required to be repaid to the banks must always 
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be in excess of that issued. This must result in the public be- 

coming increasingly indebted to the banks. 

Again, producers do not distribute money beyond the 

ordinary costs of production. Yet they must recover all these 

costs and, in addition, a profit as wages for their service to the 

community. Because of the serial processes in production, in 

theory, primary producers are reimbursed by those taking over 

the semi-processed product against which credit loans are made 

by the banks. But this is not true of the last person in the chain 

—the final retail distributor. He must try to obtain more money 

from the public than has been distributed to it—for, in addition 

to all incomes distributed and forming part of the ultimate cost 

which determines price, he has to endeavour to collect a profit. 

However, these obvious flaws which result in the distribu- 

tion of inadequate purchasing power to enable production to 

come on the market and all costs to be liquidated in the process, 

are but insignificant beside a glaring fault in the financial system 

which, if permitted to continue unchecked, is likely to bring 

about the collapse of the entire economic structure of civilization. 

The section which follows is devoted to an examination of 

this fundamental aspect of our financial system. 

A SHORTAGE OF PURCHASING POWER 

Production falls into two groups—capital goods and goods 

for ultimate consumption. 

The purpose of production is to provide consumers with 

ultimate commodities. Capital goods—factories, plant, tools, 

railways, etc.—are but the means for gaining more efficient pro- 

duction of ultimate goods and transferring these to consumers. 

The public acquire their purchasing power from the wages, 

salaries and profits distributed in the production of both types 

of goods. As shown earlier these payments originate in loans 

from banks, and these loans are repaid when the public surrender 

their money in return for goods. 

The purchasing power distributed to the public as wages, 

salaries and profits, whether in respect of capital production or 

the production of consumers’ goods, must be ultimately recovered 

by the producer through prices. However, the costs of capital 

goods production are collected over a period of years; in most 

cases through the depreciation and replacement charges carried 

into the prices of ultimate commodities. Bank loans are, in the 

main and apart from the financial credits released by the pur- 

chase of securities by banks, made for short terms. This is 

demonstrated in the following table showing total deposits and 

total bank clearings for the years 1933 to 1936, inclusive; 
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Bank Clearings Bank Deposits 
Year (Canada) (Canada) 

1933 os cescvdacci testenee ee ee, $14,720,611,029 $2,236,841,539 
1984 ccnkue ee ee eee 15,964,625,887 2,274,607,936 
LOSS: s.Ssveckacetdvsacceusaee certo eee ee 16,922,482,123 2,426,760,923 
VOB G - siccvncebdvesenessecdeeerce cece te pee at ee ee ee 19,206,136,676 2,614,895,597 

Reference—Re Bank Clearings: ‘““Mcnetary Times’’, 1938. Re Bank Deposits: “Canada 
Year Book”’, 1987. 

These figures indicate that after making full allowance for 

all the factors involved, the average credit cycle—the life of a 

bank-created credit loan—is only a few weeks. 

Therefore, financial credits in the form of bank loans are 

not available for financing capital production until its costs can 
be collected through prices. 

Capital production is financed by savings and investment. 

Even if the various processes of capital goods production are 

financed by short-term bank loans, they are established on a basis 

of permanency by the savings of the community being invested 

in the undertaking. For example, the production of bricks, 

machinery, and so forth, might be financed by short-term bank 

loans, the wages, salaries and profits flowing into the “purchasing 

power pool” of the public. But the erection of the factory is 

finally effected by the public investing their savings in the under- 

taking. The result of this is to take back from the financial re- 

sources available to the public as purchasing power, all that was 

distributed to it through wages, etc., in the production of the 

capital goods involved, and the money goes to repay the short- 

term bank loans, thus leaving the public with a factory, but no 

money equivalent to its cost value. 

The public owns a factory, but there is nowhere in their 

possession the money or financial credit equivalent to its cost. 

Presumably the theory is that there need not be as the public 

have, in effect, purchased a factory and therefore the equivalent 
amount of purchasing power should be immobilized or cancelled. 
However, this view is fundamentally false, for having already 
paid for the factory once (by savings drawn from the com- 
munity’s pool of purchasing power for investment), the public 
are charged with its cost again in the depreciation and replace- 
ment charges included in the price of the ultimate products pro- 
duced. In short, while the cost of the factory is debited to the 
community as it wears out, at no time is the community provided 
with the financial credits for liquidating the debt. And this is 
true of all capital production. 

A more accurate conception of the effect of this feature can 
be obtained by bearing in mind the dynamic nature of economic 
activity. This can be viewed as a flow—and relating this to the 
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two chief functions of the productive system, we can imagine two 

streams; the first a stream of goods bearing prices made up of 

all the costs involved in production, including depreciation on 

costs in respect of capital assets; and the second is a stream of 

purchasing power (wages, salaries and profits), which is being 

continuously depleted by savings going to finance new production 

higher up the stream. It will be readily seen that the rate of 

flow of prices attached to goods coming on the market will be 

greater than the rate of flow of purchasing power to the public. 

While the foregoing indicates the manner in which a chronic 

shortage of purchasing power is caused, it does not reveal the 

extent to which this defect exists. Owing to the complicating fac- 

tors in considering a dynamic economic structure, the proposition 

is not easy to grasp, but the matter is of such tremendous impor- 

tance that it is well worth the close study which it demands. 

In order to simplify the argument let us consider a period of, 

Say, a year, without reference in the first instance to what has 

happened in preceding years in regard to the factors involved. 

During the year the community will receive as purchasing power 

the wages, salaries and profits distributed dur’ng the production 

and distribution at all stages of both capital and ultimate con- 

sumers’ goods. 

An amount of purchasing power at least equal to that dis- 

tributed in the production of capital goods will be absorbed by 

capital investments, for it is only by the investments of the com- 

munity, either directly or indirectly, that these capital products 

will be placed on a basis of performance, and this is the purpose 

for which they are produced. 

Also, purchasing power distributed during all stages of pro- 

duction and distribution of ultimate consumers’ goods constitute 

costs which must be recovered through the prices of these goods. 

Therefore, the entire purchasing power distributed during 

this period will be absorbed—by capital investments and in 

respect of the purchase of ultimate consumers’ goods. 

In other words, in any such period the community is required 

to surrender purchasing power equivalent to the price value of 

its total production for the period. 

However, in considering the matter in regard to a period 

isolated from a continuous process, allowance must be made for 

the specific factors involved not necessarily taking place within 

this selected productive period—but the purchasing power distri- 

buted in this period will, unquestionably, be absorbed in respect 

of the total production for the period, as shown above, 
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We must next observe that the costs of capital production 

will be carried forward and will enter into the prices of future 

production of ultimate consumers’ goods, but since the entire 

purchasing power distributed to the community via wages, etc., 

has been absorbed during any given period, these capital costs 

can never be met out of purchasing power. 

Yet, this is not all. Similar costs carried forward from past 

capital production will enter into the prices of goods produced 

during the period under review. Morever, these costs will be in- 

cluded in the prices of capital, intermediate and ultimate pro- 

ducts. Obviously they cannot be met with the purchasing power 

distributed. The resulting deficiency of purchasing power must 

be carried forward as an accumulating debt if the products are to 

be marketed. 

In considering this question it is well to bear in mind that 

money saved and invested, even if redistributed, ceases to be 

purchasing power in relation to the costs which its original dis- 

tribution created. It will be redistributed only in respect of new 

production involving the creation of new costs. However, as all 

money reaches the community in the form of loans from the 

banking institutions, the surrender of purchasing power gener- 

ally results in the cancellation of the money by the repayment of 

bank loans—and, in the final analysis always does so. 

An argument which has been advanced against these con- 

tentions is that the inclusion of capital costs in the prices of ul- 

timate consumers’ goods in depreciation and similar charges does 

not cause any shortage of purchasing power as concurrently the 

products to make good the depreciation are being produced and 

wages, etc., are being distributed in the process. This argument 

is not tenable. In the first place it ignores the time factor, for 
the capital costs carried into prices of ultimate consumers’ goods 
are for the purpose of creating reserves in advance of replace- 
ments for depreciation. In the second place, the argument ignores 
the fact that the prices of goods to replace worn out capital pro- 
ducts are similarly loaded with past costs. In the third place, no 
account is taken of the fact that the provision made for deprecia- 
tion is disproportionate to actual capital goods replaced on ac- 
count of the rate at which industrial expansion takes place. 

However, any doubts about the matter will be removed by ap- 
proaching it from another angle. 

As economic progress in our time is accompanied by capital 
expansion, the accumulation of capital production costs carried 
forward for liquidation into prices of future ultimate goods in- 
creases progressively from year to year. It follows that in order 



A FAULTY FINANCIAL SYSTEM 31 

to meet this increasing volume of capital charges appearing in 

the prices of ultimate goods, the community should have an in- 

creasing amount of money from year to year. A more or less fixed 

quantity of money would provide only for a non-expanding 

economy. It would be indicative of a condition in which the com- 

munity’s total production and total consumption of capital and 

ultimate goods are balanced from year to year. 

However, knowing that our economic structure is expand- 

ing and that production from year to year is in excess of con- 

sumption for the corresponding period—the accumulating un- 

consumed capital production being carried forward—if we find 

the quantity of money available to the community does not re- 

flect this, but has remained more or less stationary, it is proof 

that the purchasing power available to the community has been 

insufficient. Reference to bank deposits for, say, the last twenty 

years, will reveal that they do not show a steady and cumulative 

increase. In fact they do not even reflect stability. 

There can be no possibility of doubt, if the evidence is ex- 

amined dispassionately, that the present financial system pro- 

duces a chronic and increasing insufficiency of purchasing 

power. 

Reference’ back to the manner in which this defect arises 

will show that in any period of time the community is, in effect, 

charged for its total production, leaving it without the monetary 

capacity to meet the costs of unconsumed production carried 

forward for liquidation into the price of future production. When 

it is realized that with the improvement in processes with indus- 

trial progress, the ratio of capital charges to direct labour costs 

in the computation of prices is increasing very rapidly (the 

former being as much as 100 times the latter in some instances), 

there is little wonder that economic chaos as a result of definite 

purchasing power is threatening all industrial countries. 

The minor defects in regard to bank interest and a portion of 

the profit element in prices are insignificant compared to this 

major defect. The chronic and increasing shortage of purchasing 

power provides a complete explanation of the economic plight of 

the world frequently described as poverty amidst plenty, the ac- 

cumulation of huge and mounting debts, schemes of deferred 

payments for purchases, and all the major features of the present 

situation. 

“But,” it will be asked, “if such a glaring defect in the 

system exists, why did it not break down long ago?” 
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A DEBT-CREATING SYSTEM 

To gain an understanding of why it has been possible for 

the system to operate so long, it is necessary to consider the 

growth of industrialization. It is since the expansion of industry 

and the development of power production that capital costs have 

become such an important factor in the price system. And with 

industrial progress this characteristic has become of increasing 

importance, so that the defect in the system has become more 

and more pronounced. 

Even in the early days of the industrial revolution in Great 

Britain, the inherent defect in the system was very noticeable. A 

chronic shortage of purchasing power would be expected to re- 

sult in goods being unsaleable on the markets. This would create 

a tendency towards capital production at the expense of ultimate 

goods production, thereby providing a distribution of purchasing 

power without this being immediately carried into prices. While © 

this would temporarily relieve the situation it would result in a 

rapid piling up of debt in connection with production costs which 

could not be met by the community. These were the factors 

which became evident even at the beginning of industrialization. 

Producers finding it impossible to sell in the home market 

owing to the inadequacy of purchasing power, concentrated on 

foreign markets. But it was useless to export goods to obtain 

goods in return since these would have been equally unsaleable 

on the home market. Therefore Great Britain resorted to foreign 

lending. The goods were shipped to other countries and instead 

of receiving payment for them in goods these countries became 

indebted to her. 

This process was accelerated as other countries became in- 

dustrialized and were driven for the same reasons to concentrate 

on foreign markets. This led to keen competition between nations 

to export their goods and get other countries into debt to them. 

It was the only way in which they could keep their economic 

system going. 

From time to time the situation became so difficult that a 

crisis was precipitated. Markets were choked with goods which 

could not be sold, production slackened, bank loans were curtail- 

ed, workers were dismissed, wages and prices fell, accompanied 

by bankruptcies, suicides and all the familiar features of econo- 

mic depression until the fall in prices reached a point were ex- 

ports could again compete with those of other countries. Then 

production was resumed, wages increased and under the stimulus 

of buying, prices tended to rise and the situation moved towards 

a boom, only to be followed later by another depression. Mean- 
time the debt structure continued to increase. 
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Here then is the complete explanation of so-called cyclical 
depressions and booms. 

The war of 1914-18 greatly accelerated the process—for na- 
tions at war were forced to expand their industries by the exi- 
gencies of the situation in which they found themselves— and at 
the end of the war a very much more industralized world im- 
mediately settled down to rapid economic expansion under so- 
called peace conditions, saddled with enormous debts representing 
costs of production which had been destroyed in fighting each 
other. 

No sooner had the war of destruction ended than the war 
for foreign markets commenced. Nation began to fight nation 
for export markets—not that their people at home did not re- 
quire the production, but simply because the goods were unsale- 
able there. Owing to the stimulus to industrial development 
caused by the war, foreign markets were fewer and competitors 

for them were more. Also, the productivity of all countries 

having increased, the pressure for exports was greater. The 

growing struggle for markets abroad led to devices for forcing 

exports into other countries, such as subsidies, export bonuses 

and so forth. Similarly the growing stringency of the home 

market led to all sorts of devices like tariffs and embargoes to be 

employed to keep out the exports of other nations. 

In short, within a few months of the cessation of warfare, 

the nations of the world were engaged in bitter economic com- 

bat—until in 1929-30 there was a spectacular crisis which shook 

the foundations of the economic structure of most countries and 

brought foreign trade almost to a standstiil. 

Meantime the crass stupidity of the state of the world be- 

came apparent to increasing numbers. Though the world was 

equipped to produce abundance, poverty and insecurity were the 

order of the day. It was widely recognized that the inevitable 

outcome of economic warfare would be armed conflict. After 

they had tried every conceivable expedient, disillusioned pro- 

ducers and business executives began to recognize that something 

was radically wrong with the present financial arrangements of 
the economic system. Debts continued to mount—bankruptcies 

and suicides increased—taxation rose steeply—international 

financial arrangements broken down—revolution and internal dis- 

ruption rent countries—until the situation has developed towards 

a world catastrophe which threatens to destroy the very struc- 

ture of our civilization. 

The following quotation from the exhaustive investigation of 

the subject, Profits, by Messrs. Foster and Catchings (Pollak 
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Foundation for Economic Research) is deserving of close con- 

sideration, as it provides independent evidence of the chronic 

shortage of consumer buying power, and the expedients by which 

the system is being prevented from total collapse at the present 

time: 
“This, then, is the conclusion of our argument: Progress 

towards greater total production is retarded because consum- 
er buying does not keep pace with production. Consumer 
buying lags behind for two reasons: First, because industry 
does not disburse to consumers enough money to buy the 
goods produced; second, because consumers under the neces- 
sity of saving, cannot spend even as much money as they 
receive. There is not an even flow of money from producer 
to consumer, and from consumer back to producer. The ex- 
pansion of the volume of money does not fully make up the 
deficit, for money is expended mainly to facilitate the pro- 
duction of goods, and the goods must be sold to consumers 
for more money than the expansion has provided. Further- 
more, the savings of corporations and individuals are not 
used to purchase the goods already in the markets, but to 
bring about the production of more goods. Under the estab- 
lished system, therefore, we make progress only while we are 
filling the shelves with goods which must either remain on 
the shelves as stock in trade or be sold at a loss, and while 
we are building more industrial equipment than we can use. 
Inadequacy of consumer income is, therefore, the main rea- 
son why we do not long continue to produce the wealth which 
natural resources, capital facilities, improvements in the 
arts, and the self-interest of employers and employees would 
otherwise enable us to produce. Chiefly because of shortage 
of consumer demand, both capital and labour restrict output 
and nations engage in those struggles for outside markets 
and spheres of commercial influence which are the chief 
causes of war. 

“How WE HAVE FARED AS WELL AS WE HAVE 

“To many people our argument may seem to prove too 
much. How, they may ask, has it been possible to make the 
great material progress which is evident on every hand? In 
the United States, during the past century, the output has 
doubled again and again; railroads have spanned the con- 
tinent; great cities have grown up on barren plains; electric 
lights, telephones, automobiles, phonographs, motion pic- 
tures, radio sets, and thousands of other achievements of 
Science and industry, which were wholly unknown a genera- 
tion or two ago, are now in widespread use. If it is true that 
the flow of money to consumers is insufficient to buy the 
ae of industry, how has this great output been disposed 
of ? 

“To a large extent, let us note at once, by methods 
which are evils in themselves, necessary evils, it seems, on 
account of deficient consumer income. Some of the stocks 
which could not be sold have been allowed to spoil or become 
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obsolete. Others have gone into large, permanent increases 
in inventories. Still others have been wasted in making ad- 
ditions to industrial equipment far beyond the requirements 
of the markets. The exact extent of this waste is unknown; 
but it would certainly be understating the case to say that 
products to the value of a billion dollars a year are used in 
creating capital facilities which are never justified by the 
demand of consumers. 

“Larger still are the stocks of commodities which are 
sold at prices which entail business losses; and such losses, 
as we have seen are extensive. Indeed, the chief means of get- 
ting business under way after a depression is selling stocks 
at prices which not only wipe out all the gains of tens of 
thousands of men but also set back industry as a whole. This 
method not only discourages the competent leaders who sur- 
vive, and not only eliminates the incompetent ones who 
ought to be eliminated, but also eliminates many of the 
competent who, in the interests of society, ought to be re- 
tained and encouraged. Thus business losses are borne by the 
community as well as by individuals. 

“Another evil which has offset part of the deficiency of 
money incomes is a large, permanent increase in consumer 
debts. Much of the output which otherwise could not be dis- 
tributed, consumers have bought through the extensive 
mortgaging of their future incomes; and in recent years 
business has felt obliged to resort more and more to this 
method of making sales. Such a device, however, which at 
best cannot be extended indefinitely, is itself to a consider- 
able extent an evil. What people need is the means of 
paying for goods, rather than the means of acquiring goods 
for which they cannot pay.” 

Again the phenomenal increase in the debt structure, in 

itself sufficient evidence that the financial system is not self- 

liquidating and that no tinkering with it will remove the evils 

which it inflicts upon us, is brought out in the following extract 

from a speech by C. H. Douglas, delivered in 1935 to the Oslo 

Merchants’ Club before H.M. the King of Norway: 

“In the 17th century, the world debt—and we have 
pretty accurate figures with regard to these matters—in- 
creased 47 per cent. 

“By the end of the 18th century the world debt had 
increased by 466 per cent, and by the end of the 19th century 
the world debt, public and private, had increased by 12,000 
per cent, and, according to some very exact calculations 
which have been carried out by a quite irreproachable pro- 
fessor of industrial engineering of Columbia University, 

Professor Rautenstrauch, taking the year 1800 as the origin 

and taking one hundred years as the unit, the world debt is 

now increasing as the fourth power of time; that is to say, 

not increasing directly as time goes on, not as the square of 

time and not as the cube of time, but as the fourth power of 

time; and that is in spite of the numerous repudiations of 
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debt, the writing down of debts which takes place with every 
bankruptcy, and other methods used to write off debts and 
start again. 

“That, to my mind, and to anybody who will appreciate 
what its real meaning is, is an indisputable proof that the 
present financial price system is not merely self-liquidating, 
but is decreasingly self-liquidating. We also know that in 
fact, in those times of boom which are referred to by econom- 
ists as proving that it is self-liquidating, the rate of increase 
of debt is greater than in times of depression; so that in real 
fact, in times of boom even, there is no justification for say- 
ing that, at any time of the trade cycle, the price system is 
self-liquidating.” 

RULE BY FINANCE 

Under the rules of so-called “sound finance”, money is issued 

to the community only in the form of loans from the banking 

institutions. The community is in debt to these institutions for 

all the money it possesses. The banks have a prior claim on all © 

money in existence. 

Debt is an obligation to pay money, but, as all money in exist- 

ence is owed to the banks, it is obvious that the fantastic debt 

structure of the community can only increase. Debts as they 
fall due for payment must be replaced by new debts, apart from 

the automatic debt-creating defect of the system. 

Moreover, because the liquidation of debt can be effected 

only by money, and because banks have a prior claim to all money 

in existence, a claim they can exercise at will by calling in loans 

or selling securities in the open market, it follows that a debt 

structure which has been created by the operation of the financial 

system must be centred in and controlled by the banks. The 

dominating control of all economic activity which this gives the 

banks can be realized when we consider the relative position of 

debtors to creditors under the established laws of society. 

Now, if money is to perform its function of facilitating the 

production and distribution of goods and services as, when and 

where required, it is clear that the financial system of the nation 

should merely record in figures that which is taking place in the 

economic sphere. The financial system should be the barometer 

of economic activity. 

In terms of financial credit issue, this means that the quality 

of money should be determined by the rate at which goods can 

be produced, and the extent to which the community desires to 

draw on this capacity. 

Yet the operation of the system is far removed from this. 

The amount of financial credit released to the community as loans 

by the banks is limited by their holdings of cash. This, in turn, 

—Continued on p. 37. 
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is limited by the note issue of the Bank of Canada. Therefore, 

the present arbitrary restriction of the note issue by the Bank of 

Canada gives that institution complete control over the quantity 

of money, and therefore, over production and all economic 

activity. 

When it is borne in mind that this over-riding control by the 

central bank is exercised in conjunction with a debt-creating 

system which progressively places everything under the control 

of finance because of its prior debt claims against the com- 

munity, something of the enormous and extraordinary control 

of the highly centralized banking system can be appreciated. 

This has been very clearly demonstrated to a startled world 

by recent events in this Province. Even governments are ex- 

pected to submit to the domination of these financial rulers. And 

as unsatisfactory as it is that this centralized control of all human 

activity should be exercised by a group of institutions in the 

Dominion, the situation becomes fantastic when it is fully realized 

that the centralization of control is continued through central 

banks to a coterie of alien financiers exercising supreme domina- 

tion of the system on an international scale. 

Some very definite views have been expressed by men of 

affairs in regard to this hidden and over-riding tyranny dominat- 

ing all government and controlling nations,— 

His HoLINess Pore Pius XI: “Control of financial 
policy is control of the very life-blood of the entire economic 

body.”’ 
PRESIDENT WOODROW WILSON: “The great monopoly 

in this country is the monopoly of big credits. A great in- 

dustrial nation is controlled by its system of credit. The 

growth of the nation, therefore, and all our activities are in 

the hands of a few men who chill and check and destroy 

genuine economic freedom.” 
* * * 

“We have been dreading all along, the time when the 

combined power of high finance would be greater than the 

power of the Government.” 
* 3s % 

“Some of the biggest men in the United States, in the 

field of commerce and manufacture, are afraid of somebody, 

are afraid of something. They know there is a power some- 

where so organized, so subtle, so watchful, so interlocked, so 

complete, so pervasive, that they had better not speak above 

their breath when they speak in condemnation of ee 

PRESIDENT ROOSEVELT: “The practice of unscrupulous 

money changers stands indicted in the court of public opinion 

and rejected by the hearts and the minds of men. 

“Jealously have we guarded the right to coin, cash. 

Carelessly have we delegated the right to create credit, ... 
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“He who controls money wields sovereign powers... . 

“Producing nothing, the Bank of England can control all 
production, wielding a power not less tremendous because 
exercised so silently... .” 

Mr. G. K. CHESTERTON: “The main mark of modern 
government is that we do not know who governs, de facto 
any more than de jure. We see the politician and not his 
backer ; still less the backer of the backer; or (what is most 
important of all) the banker of the backer... . 

“Throned above us all, in a manner without parallel in 
all the past, is the veiled prophet of Finance, swaying all 
men’s lives by a sort of magic and delivering oracles in a 
language not understanded of the people. .. .”. 

MR. W. E. GLADSTONE (the British statesman): “From 
the time I took office as Chancellor I began to learn that the 
State held, in the face of the Bank and City, an essentially 
false position as to finance... .” 

“The hinge of the whole situation was this: The Gov- 
ernment itself was not to be a substantive power in matters 
of finance, but was to leave the money power supreme and 
unquestioned.” 

—Quoted from Economic Nationalism, by Maurice Colbourne. 

Is it then any wonder that the obvious destructive character- 
istics of the present system are not only allowed to persist, but 
hostile resistance from these financial interests is experienced in 
any serious attempt which is made to rectify the system? Is it 
likely that an all-powerful group, dominating all human activity 
and on the eve of assuming complete control of the world by its 
manipulation of the financial system, will willingly surrender its 
power? The system is operating to the sole advantage of these 
persons, and it is evident that they have no intention of re- 
linquishing their control or power, even though their vicious 
monetary policy is rapidly bringing chaos to the world, while the 
cries of a suffering humanity can be heard on every side. 

DIVIDENDS FOR ALL 

There remains one important consideration before proceed- 
ing to summarize the defects in the financial system and indicat- 
ing the manner in which these can be rectified. This is in regard 
to the general question of unemployment and the social implica- 
tions which arise therefrom. 

In a previous chapter the anomaly of indigent unemployment 
was examined. It was shown that the deliberate policy being 
pursued in industrial development was to replace human energy 
by solar energy applied to machinery resulting in automatic and 
semi-automatic processes in production. In other words, the 
deliberately organized trend of production is towards the elim- 
ination of human labour. 
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All economic progress can be traced to the fundamental 

policy of human endeavour, that is, the pursuit of security and 

freedom. 

The almost unlimited resources of energy and the knowl- 

edge of how this can be harnessed for productive and transport 

purposes have given mankind mastery in the economic sphere. 

This is particularly the case in such richly endowed areas as 

Alberta, and Canada as a whole. Security for all and, with the 

introduction of improved productive processes, increasing free- 

dom for all in the economic sphere are now possible. 

That these improved methods of production, under which 

human beings are released from toil and by which the produc- 

tivity of the community is increased, should result in the persons 

released being rendered destitute through loss of wages is but 

another fantastic feature of the system. Instead of leisure and 

the well-being of the entire community being increased by an 

obvious economic advance, the community is rendered poorer to 

the extent of the purchasing power withdrawn, and the release 

from toil rendered possible by the improvement in processes is 

entirely negatived by the plight of those whose services have been 

replaced by mechanization and the economic consequences of 

further restricted markets caused thereby. 

The next question which arises is one of equity. Why should 

a person be rendered destitute because economic progress has 

been made and the productive capacity of industry has been 

increased without his services being required? ‘To whom does 

the increased production belong? 

Again the amount of production per man under modern con- 

ditions, whether in the sphere of agriculture or industry, is some 

thousands of times greater than that which was possible to 

primitive man. To whom does credit for this rightfully belong? 

It is evident that modern productive processes have been 

rendered possible by the application of a store of knowledge 

which has been passed down from generation to generation— 

something in the nature of a cultural heritage to which a com- 

munity as a whole are the heirs. Modern productive methods are 

rendered possible only by the exploitation of this inheritance 

and to the extent that such exploitation contributes to the achieve- 

ment of the social objectives of security and freedom, all the 

community should benefit. 

Take an exaggerated example. If the trend of modern pro- 

ductive methods resulted in the complete mechanization of all 

production, so that the services of, say, only two per cent of the 

population were required, under the present system the 98 per 

cent would be rendered destitute, without any right to the abund- 
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ant production. The principle is equally applicable whether the 

percentage is ninety-eight or eight. 

If the improvement in processes renders increasingly possible 

the social objective of security and freedom for all, this should be 

reflected in the economic arrangements of the community. As 

production becomes increasingly less dependent upon human 

labour, individuals in the community should be rendered increas- 
ingly less dependent upon payment for their service in the 
economic sphere to obtain a share in production. In short, a 
dividend paid on the cultural heritage should progressively replace 
wages and salaries as improvements in production processes 
increase. 

PRINCIPLES OF FINANCIAL REFORM 

The defects in the financial system which have been revealed 
by our examination can be summarized as follows: 

(1) Because of its supreme authority over the mone- 
tary system, a group of alien financiers is able to control, 
through the central bank and the chain of commercial banks, 
the entire economic life of the nation, thereby exercising 
sovereign direction of all its institutions, including the 
institutions of government. 

(2) Because of the methods adopted in financing pro- 
duction—in particular capital production—in any given 
period the community is obliged to surrender purchasing 
power issued to it in respect of its entire production for that 
period. As, however, the costs of both capital production 
and production of ultimate goods have to be met by con- 
sumers in the prices of the latter, the unconsumed production 
costs carried forward for liquidation in the future, cannot 
be met. This results in a chronic and increasing shortage of 
purchasing power, with disastrous results to the entire 
economic structure. Moreover, the effect of this defect is 
aggravated by the limitation of money supply imposed 
through the arbitrary restriction of the central bank’s note 
issue. 

(3) Two minor defects exist in respect of the demand 
of the banking system: (a) that the community should 
return more money in the form of interest charges than has 
been distributed to it; (b) prices are loaded with an element 
of profit in respect of which no gerard power is ever 
distributed. 

(4) The objective of social endeavour in the economic 
sphere being to confer the greatest freedom and the maxi- 
mum of security on the individual, the decreasing dependence 
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of production on human labour justifies, in equity, that the 

wage and salary system should be supplemented by a system 

of social dividends distributed as an unalienable right. 

With technological progress, monetary claims on production 

should be increasingly distributed in the form of dividends 

and become less and less dependent upon the wage system. 

(5) Present taxation methods are unnecessary and 

should be modified. 

It is submitted that if these defects are remedied, the change 

which would result would be fundamental and that a smooth 

transition from the present social order, dominated by a group 

of financiers, to economic democracy would be accomplished with- 

out any violent shock to the social life of the nation. 

In contrast to this, it should be evident that the blind per- 

petuation of a defective and collapsing monetary system as the 

foundation of the nation’s economic life, will inevitably end in 

social chaos. 

It is not intended to do more than indicate the basic principles 

of financial reform necessary to rectify the defects summarized 

above. Once these principles are recognized and accepted as the 

basis for reform, no difficulty will arise in regard to their applica- 

tion in a specific manner,— 

(1) It is fundamental to a democratic social order that 

the people shall determine the results which they desire from 

their social organizations. 

In order to ensure that financial policy shall conform to 

the will of the people, and that proper supervision of the 

system shall be. established, a credit authority under the 

effective control of the government should be established for 

the purpose. 

The administration of the financial system could be left 

to the banks, providing this was subject to policy control by 

the people, through the government and the credit authority. 

(2) The major defect in the financial system arises 

mainly from the manner in which capital goods production 

is financed, causing a chronic and increasing shortage of 

purchasing power. Reference back to the examination of 

this feature will show that the community is obliged to sur- 

render the purchasing power distributed to it in respect of 

its total production in any period. Being in effect charged 

for its total production for the period, it is unable to meet 

the accumulating costs carried forward from the past into 

current prices of ultimate goods coming on the market. 
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To rectify this error it will be necessary for the deficient 
purchasing power to be made good. Instead of being called upon 
to surrender purchasing power in respect of its total production 
for any period, the community should have to meet the costs only 
of its consumption of goods in the period. 

However, if the difference between the price values of its 
total production and the price values of its total consumption for 
the period was made good to the community, there may be an 
excess of purchasing power, as the unconsumed production for 
the period is, in the main, in the form of capital goods. 

To achieve a balance between purchasing power and prices 
of ultimate goods on the market, additional purchasing power 
should be made available to the community at the rate at which 
the costs carried forward from past production appear in the 
prices of ultimate goods in the market. 

If, therefore, prices to consumers were adjusted so that sell- 
ing price bore to the retail price as now computed the same ratio 
as total consumption bore to total production, retailers being 
reimbursed for the difference by means of financial credits 
created for the purpose, the deficient purchasing power would 
be issued to the public at the rate which was required to ensure 
a perfect balance between available purchasing power and total 
prices of goods on the market. 

Moreover, the additional purchasing power would be injected 
into the system by means of compensated prices in a manner 
which would preclude any inflationary results. There would 
actually be a fall in the price level of consumers goods correspond- 
ing to the increase in monetary supply. 

The specific method of application of this general proposition 
would be dependent upon the requirements of the situation. It 
is sufficient for present purposes to indicate how the fundamental 
major defect in the system can be rectified. Moreover, minor 
defects mentioned in regard to bank interest and the element of 
profit in respect of which purchasing power is not distributed, 
would automatically be adjusted in the application of the com- 
pensated price formula. 

(3) The monetary stringency imposed by an arbitrary re- 
striction of the note issue is a denial of the purpose for which the 
monetary system exists—namely, to facilitate the operation of the 
economic system to provide goods and services as, When and where 
they are required. The monetary system should, therefore, 
merely reflect what is happening in the economic sphere. It 
should not control economic activity, but rather be controlled by 
it 
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(4) Provision for social dividends can be made from the 

fund of financial credits necessary to make good the general 

deficiency of purchasing power. Dividends expended in the pur- 

chase of ultimate commodities will automatically increase con- 

sumption. The price ratio for calculating the compensated price 

being: 

total price values of consumption 

total price values of production 

An increase in consumption due to the issue of dividends 

will automatically result in a smaller discount, thus maintain’ng 

accuracy in the general adjustment. 

(5) Similarly, instead of reducing the purchasing power of 

individuals by taxation and proceeding to increase purchasing 

power by the above methods—drastic tax reductions can he 

granted at the expense of smaller dividends and a smaller price 

discount. With this is bound up the question of debt adjustment 

in a general scheme to deal with the accumulated results of the 

defective financial system. 

In this chapter it has not been possible to do more than sub- 

ject the financial system to a general examination and indicate 

the broad lines along which the defects which exist can be recti- 

fied. However, it is submitted that the essential facts have been 

dealt with, and in the chapter which follows some of the basic 

principle of social organization in relation to the constitutional 

problems of Canada as a federal union of democracies are 

subjected to a like examination. 

In the final chapter specific recommendations are made. 



CHAPTER 2 

Democracy and Confederation 

Any approach to the social and constitutional problems 

which confront Canada must be dispassionate and directed to- 
wards ascertaining the root causes of our troubles if it is to yield 
a lasting settlement of present difficulties. Too often in the past 
have efforts to deal with similar problems been rendered abortive 
by petty political motives and the blind obstinacy of tradition. 
The issues which face the nation are too important, the respon- 
sibilities for the future of the Dominion are too great to permit 
of any sectional interest in Canada imperilling the heritage of its 
people. 

To-day there is a wide and growing recognition that the 
troubles which beset us arise from fundamental causes, and that 
there must be a change. The preceding chapters provide evidence 
of the urgency of this change. 

A scientific approach to our social problems must, in the 
first instance, establish beyond any reasonable doubt the basic 
causes of our troubles, for unless these are removed the troubles 
will persist. Any mere superficial readjustments to deal with the 
symptoms of our ills, without removing the causes, can achieve 
nothing but persistence of these troubles. The causes will remain 
and continue to undermine our social structure. 

The problems of Alberta, of every other province, and of the 
Dominion as a whole, are essentially concerned with our social 
organization. They have to do with the relationships between 
individuals living in association within organized society. All 
organization is a science and social organization is no exception. 
A scientific investigation of the causes which operate in the acute 
social problems that assail our nation, should, therefore, proceed 
from an examination of the basic principles of social organization 
and their application to modern conditions in Canada. 

BASIS OF SOCIETY 

The primary consideration in regard to any organization 
should be its objective—the purpose for which it exists. Indivi- 
duals enter and remain in association as an organized group, 
be it as a nation, or merely as an organization for gaining certain 
knowledge, because they believe that they can achieve that which 
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they want more effectively in association than in isolation. This 

belief that in association individuals can get what they want, 

which would otherwise be impossible or more difficult for them 

to achieve, is inherent in the individuals who make up society, 

otherwise there would not be any society. It is a basic influence 

which has developed civilization. 

A “natural” social order is one which is organized to achieve 

the purpose of society—namely, to enable the individuals in as- 

sociation to get what they want in the most efficient manner 

possible. All history goes to show that to the extent individual 

members of any social group gain satisfaction in what they desire 

from their association with others, peaceful progress and 

harmony result; and, conversely, to the extent they are thwarted 

from gaining what they want from society, social unrest and tur- 

moil threaten disintegration. Where no benefit accrues, or its 

extent vitally disappoints, individuals seek new associations. 

The belief inherent in society that its individual members in 

association can get what they want is the basis of the “credit” of 

the social group. This belief is the power which motivates every 

social activity. To the extent individuals realize this belief, the 

social organization is strengthened, and more efficient organiza- 

tion directed towards further satisfying individual wants is 

stimulated. On the other hand, any weakening of this belief be- 

cause individual members of society are not getting what they 

want from their association with others, tends to destroy the 

efficiency of the organization and efforts directed towards 

the realization of individual desires are discouraged, and in the 

growing dissatisfaction, disintegration of society begins to occur. 

THE NATURE OF DEMOCRACY 

Social organization should exist to achieve the purpose of 

society—namely, to provide arrangements whereby individuals in 

association may get what they want in the most efficient manner 

for all. Organization to this end must be governed by the two 

determining factors of all organizations—namely (1) policy or 

the specification of results, and (2) admin’stration or how these 

shall be achieved. Bound up with these considerations are three 

main questions: (a) who shall decide policy?, (b) who shall 

decide questions of administration?, and (c) who shall choose 

the administrators? 

Broadly speaking, there are two forms of organization, 

democratic and centralized. The form of organization adopted 

determines the point from which control shall operate. Under 

democratic organization control is exercised by the individuals 

collectively comprising the group and they assert their collective 
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will on the administration. Under centralized organization the 

individuals comprising the group submit to control by the admin- 

strators whose will dominates them. 

Clearly the democratic form of organization must be employ- 

ed if society is to fulfil its purpose. It is the only basis of organi- 

zation which can provide the arrangements whereby individuals 

in association may get what they want from their social environ- 

ment. However, this does not mean that there is no place for 

centralized organization; for democratic organization, while it 

must provide the basis for a natural order of society, has its 
limitations. 

To take a concrete example, a number of individuals may 

desire a bridge to enable them to freely cross a river and, there- 

fore, they enter into association for the purpose of providing 

themselves with this facility. Now there can be do doubt as to 

the ability of every one of them to decide whether or not the 

bridge shall be built. They are the greatest living authorities on 

the subject of what results they want. They also take the decision 

to co-operate in the undertaking; in other words, they freely 

enter into association with the others to get what they want. 

However, if each of them had to decide also on how the bridge 

should be built, the unity of purpose would soon be shattered by 
arguments on the methods to be employed. Every one would have 
different ideas and possibly the one person who had a real 
knowledge of bridge building would have this view subjected to 
criticism and amendment by those who knew nothing about the 
technique, and the results would be disastrous to all. The obvious 
procedure to adopt in order to attain their objective would be for 
democracy to provide inducements by which the person who has 
the necessary knowledge of bridge building would undertake the 
task, the group holding him personally responsible for the re- 
sults. Thereafter they would adopt the centralized form of or- 
ganization, placing themselves under the administrator and 
taking instructions from him. Should he fail to produce the 
desired result, however, or should he bungle the work in the 
process, they should be able to remove him. 

The foregoing example illustrates the strength and limita- 
tions of democratic organization, and the place which the alter- 
native form of centralized organization should occupy in a 
natural social order—the social order which we know as demo- 
cracy. 

The matter can be summarized thus: 

(1) All questions of policy—that is what results are 
required—should be decided democratically. (2) All ques- 
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tions of adminsitration—that is how it shall be done or what 

methods shall be employed to gain the democratically decided 

results—should be determined under centralized organiza- 

tion by administrators who are equipped with the knowledge 

and who will be held responsible for results. 

(3) Control over administrators should be exercised 

democratically to the extent that if they do not produce the 

results desired they can be removed in favour of those who 

will. 

In a democracy every aspect of the social organization em- 

ployed, and every insitution and other mechanism devised to 

enable society to fulfil its purpose should conform to these basic 

principles. 
CANADA AND DEMOCRACY 

In applying the foregoing examination of the principles 

which should govern democratically organized society to the 

social organization of Canada, we have to bear in mind that 

basically, Canada is a union of nine separate social groupings, 

each organized within clearly defined borders which separate 

each province. Just as the important unit of any social grouping 

is each individual, so the important unit in our federal union is 

each province. Just as it is impossible to have a healthy, satisfied 

and prosperous province unless the individuals which comprise 

its people are healthy, satisfied and prosperous, so it is impossible 

to build a progressive and prosperous Canada unless that is the 

condition of its component parts, the provinces. An examination 

of Canada’s social organizations should, therefore, start with the 

individual in relation to the social grouping within the province, 

and proceed to the relationship of these provincial groups to each 

other in a federal union. 

The basis of social organization in each province is the in- 

herent belief, that its individual citizens in association can get 

what they want—a result which would be impossible to them 

living in isolation. To the extent this belief is realized, the credit 

of the province is strengthened and its social organization func- 

tions vigorously to fulfil its purpose. To the extent the people are 

thwarted in realizing their wants, this belief is weakened—that is 

to say the credit of the province is weakened—and the social or- 

ganization is jeopardized by disintegration. 

Similarly, the only basis on which a federal union of nine 

provinces can flourish is an inherent belief that in association 

with other provinces the individual citizens of each province can 

get what they want more effectively than if provinces operated 

in isolation. To the extent that this is realized, the credit of every 
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province will be enhanced, and vigorous and harmonious co-opera- 
tion ensured. Conversely, to the extent that this belief is 
weakened as a result of confederation, to that same extent will 
the credit of every province be impoverished and disintegration 
threaten the union. Thus it will be observed that the basis of the 
credit of the Dominion is the credit of each province. 

DOMINION-PROVINCIAL RELATIONS 

To ensure that the credit of each province and of the 
Dominion as a whole is enriched, and the resulting social power 
is applied to enable the various organizations which exist to 
fulfil the purpose of all social organization, the basic principles 
of democratic society must be observed. 

All policy—that is the results desired—must be decided 
democratically. Administration of this policy must be centrally 
controlled. 

In applying this to Dominion-Provincial relations in our 
federal union from the scientific aspect of “that is right which 
works best” we must first consider the matter as it affects each 
social grouping or province. Clearly, the people of each province 
must be sovereign in regard to policy as it affects them indi- 
vidually and collectively within their provincial borders. If this 
is not conceded then the basis of confederation is destroyed. 

However, when it comes to the question of administration 
of this democratically decided policy within each province, other 
considerations arise. The primary objective of confederation is 
that by close co-operation with other provinces, each province 
will gain what its people desire more efficiently than could be 
achieved otherwise. For example, in railway transport a more 
efficient service can be gained by every province through central- 
ized Dominion administration of railways (provided it gives the 
people of each province the service they want), than nine separ- 
ate provincial administrations could hope to achieve. 

Therefore, while it is clearly essential to a democratic 
Canada, that all questions of policy, i.e., the results desired 
Should be democratically decided by the people of each province, 
so far as it concerns them individually and collectively, questions 
of administration or methods will fall under the jurisdiction of 
either the provincial authority or the Dominion authority estab- 
lished to implement democratic policies. 

In matters which are entirely provincial and which do not 
affect any other province, adminstration will be provincially con- 
trolled. However, in matters which are common to all provinces 
and in the administration of which Dominion-wide organization 
will yield greater efficiency, centralized Dominion administration 
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should be employed to implement the policy—that is, to provide 

the result which has been decided by the people of each province. 

In the natural social order which we term democracy every 

organization, every institution and every social mechanism should 

exist to serve the individual. The sole purpose of government 

should be to implement the collective will of democracy in regard 

to the results it wants and to see that it is provided with mechan- 

isms and organizations which will enable individuals to get what 

they want with the greatest degree of efficiency from their social 

environment. Thus, while it is a truism that the function of gov- 

ernments is to govern, that government is best which needs to 

govern least, for the more efficient the social organizations at 

the disposal of democracy the easier and more automatic will it 

be for individuals to get what they want in their association 

within society, without the intervention of governmental 

authority. 

The principles which should determine Provincial-Dominion 

relations can, therefore, be summarized thus: 

(a) All policy (ie., results desired) should be decided 

democratically by the people of each province so far as it 

affects their lives within the province. 

(b) Policy should be decided democratically by the 

people of the entire Dominion when it concerns matters 

affecting the relationships of the Dominion with other parts 

of the world. 

(c) Jurisdiction over the administration of democrati- 

cally decided policy should be distributed as between provin- 

cial governments and Dominon governments as follows: 

(1) Provincial jurisdiction over administration of 

policy in all matters which are purely provincial in their 

scope. 

(2) Dominion jurisdiction over administration of 

provincially and democratically decided policy in all 

matters which affect each province and in respect of 

which it has been agreed by each province that Domin- 

ion administration is desirable. 

(d) Dominion jurisdiction over administration of mat- 

ters affecting the relations of the union of the provinces as 

a whole with other parts of the world. 

BRITISH NoRTH AMERICA ACT 

While the subject of social organization was not so thorough- 

ly understood sixty years ago as it is to-day, the Fathers of Con- 

federation in providing the basis for the association of provinces 
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in the union which is Canada, showed great wisdom in the 

division of powers as between provincial and Dominion govern- 
ments which were subsequently embodied in the B.N.A. Act. 
Broadly, and apart from the mistakes which have become ap- 
parent, Sections 91 and 92 of the B.N.A. Act conform to the 
principles which should govern Provincial-Dominion relations 
in a democratic Canada. Many of the difficulties which have 
arisen in this connection are due, very largely, to the interpreta- 
tion which has been given to these sections of the Act, without 
due consideration to the fundamental rules which should have 
been observed in interpreting them. 

For example, provincial jurisdiction over civil and property 
rights under Section 91 recognizes the basic principle of demo- 
cratic social organization that sovereign control of policy must 
belong to THE PEOPLE. The primary civil right of a democracy 
is its right to decide policy—that is to decide what results shall 
be provided by the social organizations which exist to serve its 
individual members. 

Similarly, if the principles of democratic social organization 
which emerge from the foregoing examination of the subject are 
borne in mind, no serious conflict need arise in the interpretation 
and application of the B.N.A. Act in its broad provisions as a 
basis of confederation. To the extent it contravenes the principles 
of democracy, no serious difficulty would arise in gaining general 
agreement as between all provinces for its amendment. 

Steps towards an early settlement of these difficulties would 
be rendered easier by a conference of all provinces without delay 
in order to clear up the constitutional muddle which exisits in 
the Dominion. 
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Recommendations for Social and Economic 

Reconstruction 

General: 

The primary and urgent need in Canada is the establishment 

of democracy—that is, democracy in the correct sense of that 

Lenni. 

This requires that policy (in particular policy in the economic 

sphere), shall be decided by the people of the provinces concern- 

ed, except in regard to matters affecting the relations of the 

Dominion with other countries, in which case it should be decided 

by the people of all provinces collectively. 

At the present time the policy, ie., the results required by 

the people of Alberta and of every other province, could be stated 

in general terms as a maximum of personal security and per- 

sonal freedom. The policy being imposed on the people every- 

where is the opposite to that which they desire and could be 

stated in general terms as insecurity and progressive loss of 

freedom through unnecessary poverty, debt and taxation. Control 

is centred in the banking system, by the operation of which a 

small group of alien financiers are able to impose their domina- 

tion over the entire nation. 

In August, 1937, the Government of Alberta in obedience 

to the demand of the people of the Province, passed legis- 

lation designed to provide for effective control of policy in 

accordance with the declared will of the electorate, without in- 

terfering with the administrative function of the banks or the 

jurisdiction of the Dominion Government in regard to adminis- 

trative matters coming under Section 91 of The B.N.A. Act, and 

without interfering with the primary civil right of policy control 

in any other province. 

This enactment was assented to August 6, 1937, in the 

name of His Majesty the King. 

To the amazement of the people of Alberta, and, no doubt, 

to the equal amazement of people all over the Dominion, the 

Dominion Cabinet, without consulting the people of Alberta or 

the people of Canada as a whole, and without consulting even the 

representatives of the people of Canada, simply disallowed the 

legislation. 
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This was the first concrete evidence which the Government 

of Alberta had that democracy in Canada was being denied. 

The subsequent treatment which the Province received con- 

firmed this view and has convinced the Government that only 

vigorous and early action by the people of all provinces working 

together will safeguard their rights from the attack which is 
being made on them. 

The fundamental issue is the establishment of democracy 

in our Dominion and of the sovereignty of the people of every 

province in our Confederation. 

To this end the Government of Alberta submits to the 

sovereign people of Canada and their Governments specific 

recommendations for their serious consideration in this grave 

crisis which our country, in common with the other nations of 

the world, is facing at the present time. It is further submitted 

that Canada will render the greatest service possible to humanity 

if, as the Government of Alberta contends, it will lead a poverty- 

stricken, debt-burdened, war-sickened world out of the toils of 

the financial tyranny which is threatening civilization. 

* * * * * 

(1) Policy Control: 

It is submitted that provincial Governments should take 

early action to establish the sovereignty of their people within 

the boundaries of their own province to control policy—i.e., to 

obtain the results they desire—in respect of all economic and 

political arrangements within their provinces, provided that the 
same right of the people of any other province is not thereby 
subjected to interference. 

Until democracy is established within each province it will 

be impossible to build a democratic Canada. 

(2) Having established the statutory and constitutional 
right of the people to control policy, the electorate in each prov- 
ince should be given an opportunity, by practical means, to ex- 
press in their order of preference the definite results they want 
from the administration of the affairs of their province, and the 
various institutions should be instructed to implement this policy 
without delay. 

It is almost certain that the declared policy of electors in all 
provinces will be an expression in one form or another of the 
measure of economic security and freedom which they desire. In 
this respect the clear and specific demand of the people of Al- 
berta for $25 a month dividend and a lower cost of living might 
form the basis of securing uniformity in regard to policy. It is at 
least proven that this is easily within the realms of practicability 
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so far as Alberta is concerned, and should be equally practicable 

for the Dominion as a whole. 

(3) Financial Adjustments: 

In order to implement the policy of electors, the following 

specific proposals should be adopted to rectify the faults in the 

financial system which have been examined in previous chapters: 

(a) A provincial credit authority under Government 

control to be established in each province to supervise the 

administration of policy as decided by the people. 

(b) The distribution of a social dividend supplementary 

to any earnings and sufficient in amount at the outset to 

ensure the security of every person. This to be brought into 

line, as rapidly as possible, with the declared policy of the 

electorate. 
(c) The adjustment of retail prices, so that the compen- 

sated selling price of goods shall bear to the price as com- 

puted at present the same ratio as total provincial consump- 

tion bears to total provincial production for any accountancy 

period. 

(d) The note issue to be regulated by the volume of fin- 

ancial credit released, instead of the present procedure of 

an arbitrarily limited note issue unnecessarily restricting 

the issue of financial credit by the banks. 

(e) Banks to continue the administration of the finan- 

cial system under the jurisdiction of the Dominion Govern- 

ment and subject to the control of policy by the people of 

each province through a provincial credit authority, 

(f) Banks to discontinue the practice of charging arbi- 

trary interest rates and to be compensated adequately for 

their services to the community on an equitable basis. 

(g) The careful preparation of an interim scheme to be 

undertaken so that the application of the general proposals 

outlined above can be introduced smoothly and without dis- 

location to the social life of the province. 

(4) Taxation: 

Instead of existing methods of taxation, Government revenue 

to be obtained to an increasing extent—and finally all revenue— 

from the monetized provincial credit fund created for the pur- 

pose of providing consumer credits through dividends and price 

discounts to compensate the shortage of purchasing power. 

In this connection it would be possible in Alberta, within a 

reasonable time, to distribute a monthly dividend of $25 to every 

adult citizen; to considerably reduce retail prices from the 

present level, and also to drastically reduce taxation. 
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(5) Debts: 

It will be necessary to secure a revision of the entire debt 

structure on a basis which will be equitable and which will not 

involve unwarranted loss to individuals. Details of such a scheme 

will be dependent upon all the circumstances involved, but the 

general proposition should present no insuperable difficulty 

once the principle has been agreed. 

(6) Confederation: 

The constitutional confusion which exists, makes it a matter 

of utmost urgency for an inter-provincial conference to be held 

at an early date as a preliminary to placing Confederation on a 
proper basis. 

* * * * * 

It is the considered view of the Government of Alberta that 

unless concerted action by all provinces is taken substantially 

along the lines indicated above, the economic structure of the 

Dominion and the fabric of Confederation will be imperilled. 

It is the earnest desire of the Government and the people of 

this Province to do everything within their power to help in solv- 

ing the grave economic problems which confront the entire nation 

and in forging the bonds of a Confederation of sovereign prov- 

inces which will make Canada the great nation we all desire so 
earnestly. 

History shows that it is a human characteristic to resist 

change—even to the extent of adhering to the folly of a dis- 

astrous course of action. The universal preparation for a war 

which might plunge the world into a Dark Age from which it 

will emerge with difficulty, is evidence of this characteristic. 
From the world situation and the glaring anomalies in our 

economic system, it must be obvious to every thinking person 

that the present economic system has broken down. There is un- 

questionably a wide recognition that there must be a change— 

and a fundamental change. But a change to what? So-called com- 

munism, socialism, liberalism, conservatism, new deals, inflation, 

deflation, reflation, nazi-ism, fascism, dictatorship—all these 

have been tried, but the plight of the world continues to get 

worse as each day carries humanity towards the overwhelming 
disaster that must inevitably overtake a civilization based on a 
fundamentally unsound economic system. Democracy—the term 
by which we know the natural social order, in which the will of 
the people is supreme in all matters of policy—-Democracy which 
means government in accordance with the results which the 
people want—Democracy in its true sense alone has not been 
tried. 
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Fear of the unknown is still a deeply rooted human character- 

istic and it may cause hesitancy on the part of provinces to take 

the firm action which the gravity of the situation demands. 

The Government of Alberta, on behalf of the Province, 

therefore unreservedly offers to test the soundness of the ec- 

onomic proposals submitted in this chapter. Alberta will under- 

take to put them into effect in the Province without interfering 

with any other province in the Dominion. With the co-operation 

of all provinces—to ensure non-interference with Alberta—to 

demonstrate whether basically the proposals advocated are 

sound and all which they are claimed to be. 

Is it too much to ask that our Province be afforded the 

privilege of leading the way out of the present choas of poverty, 

debt and crushing taxation in a land of abundance and promise? 

That is a question which can be answered only by the 

SOVEREIGN PEOPLE of Canada through their accredited 

Governments. 





APPENDIX |. 

Various Statistical Tables 



APPENDIX I, 58 

PE
S'
06
6'
sE
Ee
' 

1S
 

PE
S'
BP
E‘
9S
L 

o0
0'
sr
e'
ze
s 

$
 

P
E
S
 

B
P
E
 

O
C
L
S
 

+
 

SE
NS
E 

MM
O 

Ra
e 

en
e 

e ee
e 

e en
e 

EE
E 

eR
 

TE
RG
EE
SE
ES
EE
SS
 

BE
ES

 
EE

ET
ES

ES
SS

EE
EE

OS
OS

SS
SS

 
SE

SS
 

ES
 

ES
SE
SS
EE
SE
ES
E 

EE
O 

EE
E 

O HE
S 

EE
EO
S 

S
S
O
T
 

J
O
N
 

BP
I‘
LO
0'
6S
h 

~ 
O0
0'
TS
6'
L 

=
 

00
 

L9
8‘
0T
 00
0'
%6
'9
 

Ba
s.
 

es
 

c
a
e
 

ca
n 

na
te
 

etn
 

t
a
s
e
s
 

usrc
ic 

pee
r 

Po
si
es
 

mr
e 

96
6'
6Z
1'
6L
 

SS
OT
 

J
O
N
 

L6
G‘
 

LE
Z 

TT
 

$S
6 

F
S
E
T
 

00
8‘
 

O
b
P
 
60
6‘
 

68
T'
L 00

L°
69
8'
FT
 

O0
F‘

8E
6'

8 
00

0°
00

0‘
8T

 
00
 

PE
E 

e
n
t
e
A
 

j
U
e
s
e
T
g
 

“4
S 

0
0
0
‘
z
F
9
‘
z
8
c
¢
s
 

P
Y
 

a
 

ip
a 
c
r
e
e
 

a
n
t
e
A
 

[
e
o
 

F
A
V
A
 

1
:
 

1
7
4
 
M
R
 

s
j
o
n
p
o
l
g
 

j
o
 

e
n
e
a
 

00
0°
SL
6'
6L
 

00
0‘
00
0'
06
e$
 

u
o
T
y
e
n
[
e
A
 

ss
en

fa
ih

ag
hA

cb
iy

sa
ne

 
un
ce
st
op
au
eh
es
 

si
sb
an
ve
nb
sa
ce
sr
es
se
Pt
ie
 

ear
th 

S
Y
I
O
M
 

I
T
G
n
g
—
u
U
O
T
E
N
T
e
A
 

J
U
d
s
e
g
 

P
a
}
e
U
T
I
S
T
 

4
a
 

s
p
u
e
y
 

p
e
d
o
j
e
a
s
q
—
u
o
l
j
e
n
[
e
A
 

j
u
a
s
e
i
g
 

p
e
y
e
u
U
l
i
s
”
 

+
d
 

6
2
S
'
8
6
0
‘
 

L
9
6
$
 

NM
EA
 

OP
ES
 

e 
O
O
 

Oe
 

HO
HE
 

PE
RO
 

SE
 

E
E
H
T
E
S
 

S
O
L
A
S
 

T
E
E
S
E
 

EE
S 

E
S
S
E
E
E
S
E
H
E
 

ES
O 

OS
S 

OE
S 

EE
S 

SE
SE

 
ES
 

E
E
S
O
E
R
E
 

SE
E 

S
E
E
 

E 
ED
 

E
S
E
e
e
e
e
e
e
s
E
®
 

T
e
1
0
O
.
L
 

L
Z
S
‘
8
S
0
'
9
 

P
e
r
e
 

e
r
i
 

r
e
r
 

e
e
r
 

r
e
e
 

t
e
r
r
e
 

r
e
e
r
 

r
t
e
 

ee
e 

ee
e 

ee
e 

u
o
,
U
u
O
W
I
p
A
 

p
u
e
 

A
r
e
s
y
e
o
 

i
s
A
e
M
U
e
L
L
,
 

“
O
L
 

S
P
T
‘
 

L
0
0
'
6
E
P
 

AN
Es
BS
a 

su
s 

Ce
ab
ps
ec
nn
an
ss
sb
¥b
iu
sn
tv
iu
su
ss
sa
nt
an
p>
ua
is
ee
si
ae
as
ve
sv
ar
se
en
er
e 

p
u
e
y
 

j
U
S
U
I
S
s
E
s
s
y
 

T
e
d
r
o
t
u
n
y
r
 

“
C
T
 

0
0
0
‘
T
S
S
‘
'
6
 

HA
R 

e
n
e
 

e
 

e
e
 

e
e
e
 

e
e
n
 

e
e
E
 

S
e
e
s
 

H
n
e
e
n
s
e
a
u
n
s
s
s
e
r
a
e
e
s
e
s
e
e
e
s
E
a
e
s
e
s
e
n
e
s
e
r
n
s
a
n
s
e
e
e
E
e
e
n
e
e
t
e
u
s
 

s
e
n
e
s
s
e
e
e
s
s
e
e
e
s
e
e
D
 

(
T
e
i
n
)
 

s
j
o
o
y
o
s
 

‘
b
I
 

O
O
S
 

AB
E 

S
T
.
 

me
es
te
r 

te
rc
an
es
ne
ns
 

ch
ee

se
 

t
e
s
s
 

o
r
e
s
 

e
a
e
 

e
e
e
 

a
e
 

(
u
e
q
i
n
)
 

s
[
o
o
y
a
g
 

‘E
T 

Q
O
O
'
G
E
E
'
 

L
T
 

«
 

s
e
e
r
e
t
e
r
e
h
t
n
a
n
t
e
s
e
e
s
r
r
e
r
s
o
n
t
e
h
r
c
e
a
n
t
t
t
a
e
 

ca
te
s 

R
t
e
 

Ti
s 

a
s
 

e
a
e
 

s
k
e
m
i
t
e
y
 

‘
s
y
u
d
e
i
s
e
l
a
,
 

“Z
T 

0
0
0
‘
'
S
#
0
‘
S
I
Z
 

PO
 

e 
ee
e 

ee
n 

e
e
e
 

en
as
en
 

ss
 

On
 

E
s
e
e
s
e
s
e
e
s
e
r
u
s
 

ee
e 

b
e
s
v
e
s
s
a
s
s
s
e
s
s
c
s
u
s
s
s
s
s
a
s
e
c
e
e
s
 

(
s
a
u
T
s
 

u
g
 

I
r
e
d
a
y
 

s
o
p
n
y
o
u
t
)
 

° 

O
d
 

72
 

‘
P
H
 

“
W
N
'
D
 

“
w
a
d
'
D
 

‘
s
k
e
m
T
r
e
y
 

“T
T 

O
S
T
 

G
G
L
 

Sp
y 

c
e
c
e
 

(
S
S
U
I
P
I
I
N
G
 

J
U
u
S
s
U
T
U
I
a
A
O
y
 

U
e
Y
}
 

J
a
y
j
o
)
 

S
S
U
I
P
I
N
G
 

e
A
 

‘O
L 

B
S
C
E
 

B
e
e
n
e
:
 

(
J
U
B
W
I
U
T
A
A
O
D
)
 

[
R
I
D
N
U
T
A
O
I
g
)
 

S9
aj

yn
jy

su
yT

 
p
u
e
 

s
s
u
r
p
r
n
g
 

6
 

0
0
0
‘
0
0
0
‘
0
¢
 

r
e
e
r
 

e
r
r
r
 

re
re

 
e
r
 

er
rr
 

r
e
e
r
 

ee
 

D
U
T
A
O
I
g
 

a
T
O
U
M
 

)
 

S
o
l
a
 

‘
s
o
s
p
l
i
g
 

‘
s
p
e
o
y
 

*
g
 

0
0
0
‘
0
0
0
‘
'
6
Z
 

PA
PO
 

m
e
e
n
 

T
 

O
E
E
 

R
 

E
E
E
 

E
E
E
 

H
E
H
E
 

T
H
E
R
E
 

E
H
 

O
E
E
 

E
R
 

E
E
S
 

E
E
E
 

E
H
E
 

E
E
E
 

E
 

E
E
E
 

E
E
 

E
E
E
 

HE
 

E
E
E
E
E
E
E
E
N
O
E
 

AO 
v
a
n
e
 

ee
e 

s
e
e
c
e
s
s
s
o
e
e
e
n
e
n
s
s
c
a
c
e
c
c
e
n
 

s
o
u
o
y
d
e
l
a
y
,
 

o
T
 

0
0
0
°
6
2
9
 

us 
‘s

pu
ey

T 
JO
 

u
d
T
j
e
U
l
e
f
o
a
y
 

a
s
e
u
l
e
i
q
 

*g
 

G
O
L
D
 

L
G
 

L
Y
 

e
r
e
 

et
ee
te
re
ns
ts
sc
en
es
te
rn
se
ss
en
ss
es
ar
 

ti
na
 

e
a
 

ne
mn

ah
et

an
 

ae 
o
n
a
n
 

p
e
d
o
j
e
a
e
q
d
 

J
a
m
o
g
 

J
a
j
e
M
 

*¢
 

O0
OL

‘6
98

°9
T 

~~
 

T
e
s
o
d
s
t
q
 

Je
me
ag
 

pu
re

 
J
a
m
a
s
 

-%
 

OU
 

h
c
l
 

|
 

aan 
ri

aa
ee

 
a
c
e
 

ne
c 

ca
ac
 

 
o
r
e
 

EI
SU
Ce
L 

2
 

c
h
 

s
u
l
a
y
s
h
S
 

Y
I
O
M
 

J
o
y
E
e
M
 

“E
g 

0
0
0
'
0
0
0
'
%
E
 

See
n 

e
e
e
 

e
e
e
e
s
e
N
e
e
 

e
s
s
e
s
 

e
n
E
n
n
e
n
e
s
e
a
n
s
 

DEe
EEE

saS
eSS

Oen
sea

sen
ssE

Ess
SEu

eSE
SES

ast
eue

sau
nss

uss
uss

eeu
est

ete
nen

ene
ce 

u
O
o
T
{
e
s
T
I
I
T
 

r
s
 

6
0
0
‘
°
L
G
S
 

$
 

SP
OR
 

ee
e 

ne
 

e
n
e
r
e
n
e
e
n
e
e
s
e
e
s
s
e
s
e
s
a
n
e
n
a
n
e
r
e
e
E
T
e
E
E
E
E
e
e
E
E
S
S
E
O
E
E
S
 

EE
 

O
B
E
S
 

SE
ES
 

EE
E 

S
E
E
D
S
 

EE
Ee

ee
es

sn
 

E
s
s
e
n
s
e
 

e
u
s
s
t
t
e
e
b
e
v
a
c
e
r
s
 

s
a
i
n
o
q
u
e
y
y
 

a 

4
S
O
D
 

“
1
S
 

—
S
M
U
O
M
 

O
I
T
G
N
a
 

SU
S 

GH
L 

Gp
 

e
e
 

te
ee
tt
ee
ee
se
ee
ce
cn
nn
en
ee
ne
ec
cc
cn
es
sn
nn
sn
se
se
ee
ee
s 

s
a
l
o
y
 

JO
 

J
e
q
u
M
N
 

[
e
Z
 

Q
O
S
 

ee
tt

er
et

es
ev

ec
ss

ns
es

cn
sn

ss
sc

cs
ss

es
co

na
an

ec
te

nu
ne

cs
sa

ns
cs

ec
en

sc
ce

an
su

ss
ct

nn
sn

ec
s 

“ 
S
N
O
S
U
R
T
T
I
O
S
T
I
 

‘2
 

U
S
I
 

sttseenrssenec
nnssesonsecers

cssscasssnsosn
snsessscnnerer

enussersnantsr
estasonnssuans

essansyeeraune
eees 

s
p
u
e
s
g
 

Je
y,
 

“g
 

00
@ 

‘
u
n
s
d
&
£
H
 

p
u
e
 

i
e
s
 

“¢
 

Cs
! 

| S
c
 

i
 

a
n
c
e
 

e
e
e
 

p
e
e
 

a
T
 

e
b
 

ID
E 

a
E
 

Fay
re 

S
U
I
U
T
I
T
 

Z}
Ie
En
N®
 

“F
 

C
L
O
T
 

HA
RE
 

E
M
O
 

H
 

A
e
 

R
e
n
e
e
 

e
a
e
 

un
en

en
en

as
ee

ne
rn

er
sn

se
ns

 
Z
j
i
T
e
E
N
e
 

i
e
 

P
G
P
 

weee
eese

eeen
ssee

scns
sers

cnss
ecsc

anec
ssun

esos
scnn

sscs
nses

ecte
nsas

esse
snss

sssn
ssse

rsna
vssq

nven
essu

nnvs
sese

uses
eeta

nte 
T
e
o
D
 

‘z
 

BE
S 

T
O
L
 

 r
re
ee
ee
te
et
ee
es
ee
es
ee
ee
ec
cc
cc
ns
se
en
en
ec
se
en
ce
ce
nn
ne
ns
se
en
s 

s
e
y
 

y
e
i
n
j
e
N
 

p
u
e
 

w
m
e
j
o
n
a
g
 

-T
 

:
(
a
s
e
a
'
T
 

J
e
p
u
n
)
 

s
T
e
r
e
u
m
T
 

(
D
)
 

L
I
6
‘
 

1
6
E
 

PO
P 

O 
eH

 
RE
T 

H
E
E
 

ES
SE
 

DO
SE
R 

SO
O 

as
 

ee
e 

rE
 

ee
 

E
N
S
U
E
S
 

O
E
S
S
E
E
S
 

GE
ES
 

E
E
E
E
E
E
E
N
E
P
E
n
E
E
e
D
 

(
a
s
e
a
'
y
T
 

z
o
p
u
n
 

1
0
)
 

p
r
o
s
 

4
S
o
.
1
0
.
q
 

(
q
)
 

0
0
0
'
0
0
0
'
6
¢
 

T
P
P
 

e
e
 

r
e
e
r
 

t
e
r
r
e
 

r
e
r
e
 

e
e
e
 

ee
 

r
e
e
r
 

rr
r 

p
e
t
d
n
s
9
0
 

p
u
e
y
.
 

T
e
i
n
y
[
n
o
s
y
 

‘
S
o
l
o
w
 

(
V
v
)
 

s
o
l
o
y
 

—
S
A
N
V
I
 

G
C
a
d
O
 

T
H
A
R
 

LE
6I
-9
E6
T 

GO
Iw

ag
 

D
N
I
L
N
A
O
D
D
Y
 

V
L
a
d
a
T
V
 

F
O
 

F
O
N
I
A
O
U
d
—
L
N
N
O
D
O
V
 

S
L
Y
S
S
V
 

I
V
L
I
d
v
o
 

I 
d
T
a
v
i
 



59 APPENDIX J, 

66
9'
60
9'
Tc
6 

0g
z$
 

ellaqrTy 
FO 

s
o
U
T
A
O
I
g
 

aU} 
FO 

sjossy 
[eyIdeD 

oy} 
Jo 

uoTJenTeEA 

6
5
9
°
6
0
9
'
 

1
 

Z6
'0
Sz
$ 

P
e
y
e
U
I
T
I
s
H
 

00
0‘
00
0'
SP
 

Pe
c‘
oe
e‘
se
e'
t 

$¢
 

GC
I 

‘9
F0
'P
9F
'F
 

000°000'000‘00T 

00
0°
00
0°
00
0°
Z2
T 

00
0°
8h
0'
 

TE
s 

000°SzS'FeL'z 

00
0‘

00
0'

8S
 

$ 
o
n
t
e
A
 

(
Q
I
O
Y
M
O
S
T
A
)
 

P
U
L
 
S
D
U
L
A
O
I
G
 
U
s
e
M
j
e
q
 

sdULTeE_ 
JIPeID 

JON 

e
y
I
e
d
q
i
y
 

JO 
s
d
U
T
A
O
I
g
 
9
}
 

FO 
U
O
T
J
e
[
N
d
o
g
 
9
}
 

FO 
e
n
j
e
A
 
p
e
z
t
j
e
y
i
d
e
D
 

ye 
J
a
o
d
a
y
 
UO 

U
M
O
Y
S
 

(ar0e 
0} 

Spe1zeq 
000‘00T) 

(
S
®
I
M
M
 
“
P
S
 
000‘0T) 

S
p
u
r
s
 
J
E
L
 

€
 

OOO'OOOOQO'TQ 
c
r
e
t
e
 

tereetteseeeeeeertessttensnasccnnsssenanesgeenenennnsesusentanssnsnoecennegnscusssssssssnnsncecareneecercuanauaannaeeececeguanssaauesnnsanataceaneseazeeeageesssssst 
(
s
u
o
z
)
 

[
e
0
D
 

“z 

epba 
baad asus 

cau 
gecesi ses 

bv 
cutes evn tesa sk ape rvocat sled neue seas 

y besgves STU seleeseagen dessus 
ese 

easee tar aeadsaanete sre stecas vere 
eten 

s
e
y
 
T
e
m
M
e
N
 

p
u
e
 
w
M
s
j
o
r
y
s
g
 

‘I 

:
(
p
e
d
o
j
e
a
s
p
u
y
)
 

p
u
e
y
 

[
e
s
e
u
l
y
l
 

setloy 
(dD) 

E
R
I
S
A
 

w
e
e
r
 

ceseeeeeceeesesnseeeeecensnsnssceenssas anncensssussesseeeesensnnensencqssunsasanenssuananseeecesuanannacenceneennesees 
(
p
e
d
o
j
a
a
s
p
u
n
)
 

p
u
e
y
 

yse10gq 
s
e
r
o
y
 

(q) 

O
O
O
O
 

meeeeteeeeeeetseessecnesntnsssenccectsntusuunsnneeceenenestesnececeeceusnsnneeeteceessssnenectecegsueenssatenesasaganenenes p
a
t
d
n
o
0
9
 

J
O
N
 

p
u
e
t
 

T
e
i
n
j
y
m
o
w
s
y
 

s
e
r
o
y
 

(Vv) 

so10oy 
—
S
H
O
U
N
O
S
a
Y
 
G
N
Y
 
S
A
N
V
T
 
G
a
#
d
O
T
H
A
R
A
I
N
N
 

p
i
e
m
i
o
g
 

p
e
t
i
s
e
d
 

(
p
a
n
u
r
y
u
o
d
)
 

I 
T
I
A
V
L
 



APPENDIX I. 60 

—
—
—
—
—
—
 

00°F88‘°S0T‘Z09$ 

00°000'TST'8ST 
(eyloqiTy) 

(TetoutAoIg) 
}
q
e
q
 
p
e
p
u
n
j
u
y
)
 
pue 

p
e
p
u
n
y
 
e
N
 

“LT 
0
0
°
0
0
0
 
0
0
0
 
I
P
 

P
r
e
e
P
E
T
T
P
e
e
 ree erreererere rere rere eer e

e
e
 
e
e
e
 

ee 
e
n
e
r
 

eres 
q
e
d
 

o
a
s
e
s
 
I
O
 

u
e
q
i
n
 

‘
O
L
 

0
0
°
0
0
0
‘
0
0
0
‘
0
¢
 

P
O
U
T
T
T
T
T
T
E
T
I
T
E
T
T
T
 
T
T
T
 

(
{
B
U
O
I
S
S
a
J
O
I
g
 
s
u
l
o
e
i
q
u
y
)
 

S
I
O
J
I
P
I
I
O
 

A
r
i
p
u
n
g
 
C
T
 

0
0
'
F
8
8
'
h
S
6
'
F
 

P
O
r
r
e
r
e
r
e
r
e
e
e
r
r
r
e
e
r
r
e
r
e
r
r
r
r
 
errr 

t
e
e
t
e
r
 

L
E
6
I
 

“
V
i
k
 
r
a
q
o
p
o
 

y
e
 

s
e
 
‘
u
o
l
y
e
l
o
o
s
s
y
 
S
u
l
j
o
y
I
e
 

d
A
T
}
e
I
I
a
d
o
-
0
7
 
p
u
e
 

S
d
T
}
J
I
I
D
O
S
 
}
I
p
e
i
g
 
j
T
e
a
n
y
 
P
L
 

0
0
°
0
0
0
‘
0
0
0
‘
8
2
 

T
T
T
 

T
T
T
 T
T
T
 Tere 

T
T
T
T
T
E
T
E
T
I
T
E
L
 
T
E
E
 

s
i
e
v
o
l
l
y
 
X
B
q
,
 
j
o
 
y
o
o
d
s
e
y
 

u
l
 
S
o
l
p
I
I
o
u
j
N
y
 
S
U
I
X
e
,
 

E
C
T
.
 

0
0
°
0
0
0
‘
0
0
0
‘
S
T
 

P
E
P
T
T
T
T
T
T
T
e
r
r
r
r
r
r
r
e
 
e
r
i
e
 

O
/
V
 

a
U
T
T
O
S
e
+
)
 

‘
J
a
p
p
o
,
q
 
p
u
e
 
p
e
e
s
 
‘
C
W
 
p
u
e
 
S
j
U
S
W
I
U
I
e
A
0
4
 
[
e
l
o
U
I
A
O
I
g
 
p
u
e
 
u
o
r
u
T
W
I
O
g
 

‘
C
I
 

0
0
°
0
0
0
‘
0
0
0
‘
S
T
 

1a 
hictace b aie(nlonieiare pace leiniaio.Ne @n-vie a eco Gele CWA 

ARRIKAANRGo 
Nenad 

shUaedeae'e 
(be 

GesMonis 
Kehaaenbcahs’ 

se 
bistWekenhns 

ChU 
GS 

Ress 
Os 

UN 
adesucaaesnebee 

ss 
penetednasrint( 

oy 
eos 

eHeee 
keer 

enemas 
aeeveee 

s
u
o
r
y
e
r
o
d
i
0
9
 
a
o
u
e
U
u
l
y
 

‘
I
l
 

0
0
°
0
0
0
‘
0
0
0
‘
S
T
 

ev 
AUaVin ne 

GNU 
eweudavew 

avec 
ae 

Webeeuewe.seuiges 
sb 

Kéalsd ode 
csie nis cahieveees 

spdclsiceeeneceaas 
peed 

cudnboMesep¥neaywesees 
ee 

echtehea 
nba 

yun 
ceesCl 

ein 
tun 

s vas 
de Phas 

Sie 
duns 

Uses 
Rem 

Ree 
nen 

pe cE 
sed 

<> EMM 
abes 

eee 
s
a
t
u
e
d
u
i
o
g
 

I
l
o
 

‘
O
L
 

0
0
°
0
0
0
‘
0
0
0
‘
0
F
 

P
P
P
P
T
T
T
T
T
T
T
T
T
T
T
T
T
 
U
P
L
 
E
T
T
 T
I
T
T
L
E
 T
E
L
L
 TT 

P
T
E
T
 
T
T
T
 r
r
r
i
r
i
i
r
e
r
i
 
e
e
 
r
r
r
 

s
j
U
R
Y
I
O
I
 

[
r
e
q
o
y
 
6
 

0
0
°
0
0
0
‘
0
0
0
‘
0
¢
 

S
R
R
 

e
e
e
 

eee 
e 

eee 
eee 

e nena 
ee 

Hee 
eee 

EE 
EAE 

H HES 
EE 

E
E
E
 

HEE 
EEE 

E
H
E
E
H
E
E
H
E
H
E
E
R
E
S
H
 

HSER 
EE 

ESSE 
EE 

EES 
(
U
O
T
}
e
E
I
N
O
S
S
Y
 
S
i
a
T
e
o
q
 
y
u
o
w
e
T
d
u
y
]
 

3
u
y
 
j
o
 
s
i
a
q
u
i
e
y
)
 

s
i
e
l
e
a
q
 
y
u
s
w
e
T
d
w
y
 

9
 

0
0
°
0
0
0
‘
0
0
0
‘
S
E
 

ee cccccece 
cee 

ccecc 
ccc 

ece 
ees 

ee 
see 

eee 
ee 

eseeeee 
ese 

eeeeee 
cessed 

eseseerereeeceeeesee 
esses 

eee 
eeeeeee 

sere 
OOOO 

OOOC 
SSS 

S 
EO 

OED 
DESO 

D
O
T
S
 

OSCE 
EOE 

ESESSDOEETESTESESSSIDODESS 
ESS 

SS 
HOSSDOCerorESEseneSEnesseseesseneree 

s
y
u
e
g
 

7
)
 

00°000‘000‘S9 
p
u
e
y
 

jo 
s
i
o
p
u
s
,
 
p
u
e
 
s
o
s
e
s
y
1
0
y
y
 

‘sorjieg 
o
y
e
A
t
l
g
 

“9 
0
0
°
0
0
0
‘
0
0
0
‘
T
Z
 

each 
e
c
e
c
c
c
c
c
c
e
c
c
e
e
e
e
n
s
n
e
t
e
e
e
e
n
e
n
e
e
s
e
n
e
c
e
s
e
u
s
s
e
s
e
e
e
o
e
n
s
c
e
n
 

ese 
eceencennDeseeeeneneseseseeen 

ose 
saeeresesen 

teen 
e
O
t
s
e
e
t
a
s
s
e
e
o
e
r
e
n
e
s
e
r
e
s
e
c
e
n
r
e
s
e
e
F
e
e
s
s
o
s
o
e
s
e
a
s
e
n
r
a
s
i
d
s
 
p
u
e
y
T
 
j
o
 
s
I
o
p
u
a
/
A
 
p
e
z
t
u
e
s
1
9
 

c
 

0
0
°
0
0
0
‘
0
0
¢
‘
F
 

nude 
dabvoeedowsanegpanvedannsdseevecsausceavcdesvesdscaceseeesceseradsurseaeshpusenvaueunanesweses 

neomcssapeecape 
ne acencinerssseveewnsOWetsuseure 

nh uesewany 
ans 

SUNN 
eens 

IMEMES 
s
j
o
e
r
j
u
O
g
 
s
p
u
e
’
y
 
y
o
o
y
a
s
 

b
 

0
0
°
0
0
0
‘
0
0
0
‘
8
 

eM 
ener 

Sana 
F LR 

Aer 
L
N
A
I
 

ERNE 
O
S
E
 

S
Y
R
E
N
 

ETI 
N
O
R
D
E
A
 
S
N
E
 

SONY 
ie 

DS 
SSR 

EDM 
REPEL 

SE 
S
O
M
E
 

S
e
 

a
 

g
r
e
 

a
t
 
e
e
 

r
e
 

p
i
e
o
g
 
y
U
s
E
T
I
}
1
E
S
 
I
9
I
p
f
o
S
 
g
 

0
0
°
0
0
0
‘
0
0
S
‘
9
 

Sh eee 
UM abs 

noses 
babeseddbecvbpbnceecevNévececbese 

en 
accs 

cevedectvebabessmecevbebiandecteveSecesdessslceceRdovasreeanurasivesNsUS06 
seers 

Cher 
esac 

sesesssceesse 
cree 

heen 
p
i
e
o
g
 

u
e
o
'
y
 
U
L
I
e
T
 
u
e
I
p
e
u
e
d
 

Z
 

0
0
°
0
0
0
‘
0
0
0
‘
c
F
 
¢
 

Mecanipsb 
er 

scucews 
Ses pbat 

Nasr 
bulsecnecdsepys 

ibs 
heKCACReeKeeaicnc 

een 
vecudessP 

hres 
yA BaNKeeeanarkolrnssensPaassneun 

mats 
sPecnn 

ante 
oocunny 

u
o
T
}
e
I
o
o
s
s
y
 

u
e
o
'
y
 
a
s
e
S
1
1
0
K
 

a
u
}
 
J
o
 
S
I
a
q
U
I
d
T
N
 
7
 

S
U
A
G
N
A
T
 

G
A
Z
I
N
V
O
U
O
 

O
L
 
S
S
A
N
G
A
L
E
A
G
N
T
 

G
a
L
V
I
N
I
L
S
H
 

LE6I 
“ISTE 

U
M
A
W
A
O
A
G
 

L
V
 
S
V
—
L
E
A
C
 

A
L
V
A
I
Y
d
 
A
N
V
 
O
I
T
d
N
d
 
T
V
L
O
L
 

T
H
 
W
I
A
V
i
L
 

‘CEGL 
PUL 

FEET 
‘
U
O
T
J
O
N
p
o
I
g
 

Jo 
A
B
A
I
N
G
 
U
O
T
U
T
W
I
O
G
—
=
s
d
U
a
I
E
F
O
Y
 

00 
0
1
L
‘
E
E
'
s
6
e
 
F
$
 

00° 96T‘EE6 
'Zh0'FS 

00' SST 
‘E99 

TEE‘Es$ 
00°SS8°S66°0SZ 

$
 

00 L
O
L
6
F
S
'
S
S
Z
 

$
 

00°'T€%‘L66°90% 
$
 

CEe6T 
veol 

ee6l 
CSEe6I 

PE6l 
€e6I 

S
S
O
U
D
—
(
V
A
V
N
V
O
)
 

N
O
I
L
L
O
N
G
O
U
d
 

A
O
 
A
N
T
I
V
A
 
A
O
I
d
 

S
S
O
U
D
—
(
V
L
Y
U
A
A
I
V
)
 

N
O
I
L
L
O
N
G
O
U
d
 

A
O
 
A
N
T
I
V
A
 
A
O
d
d
 

Tl
 

A
T
a
V
i
L
 



61 APPENDIX [, 

Ss
oI
ns
ty
 

‘U
OI

UI
UI

OG
 

2 
-A

OI
g 

9Y
} 

Yj
oq
 

Aq
 

ps
oy
ue
Ie
Nn
s 

or
e 

su
ol

je
sI

[T
qo

 
u
s
y
M
 

6G
I 

e
s
e
d
 

‘g
eg

l 
‘
Y
O
o
g
 

I
e
a
A
 

ss
ou
rs
ng
—s
eo
uU
se
re
yT
ey
 

‘S
TI

Iq
 

Ai
ns
eo
ly
, 

S
U
I
P
N
[
O
x
 

|
,
 

Yj
 

JO
 

SU
OT

IE
SI

TG
O 

po
sj

ue
Ie

NS
 

oY
} 

UL
 

pa
ep
nN
yo
Ur
 

st
 

yU
NO
UT
e 

9Y
} 

‘U
OT
UT
WI
OG
 

ay
} 

pu
e 

Se
du

 
‘s
te
ak
 

[e
os
y 

aA
tj
ad
sa
d 

oy
} 

JO
 

pu
s 

ay
} 

je
 

SU
OT

IE
SI

[G
O 

SU
IP

Ue
Is

IN
O 

04
 

Ja
ye
r 

"8
E6

T 
P
U
e
 

LE
GT

 
O
F
 

‘0
D 

¥Y
 

S
o
u
l
Y
 

“W
Y 

“V
W 

A
q
 

po
ye

uU
rl

js
e 

pu
ke

 
“G
Z6
I-
FI
GI
 

St
ee

d 
O
F
 

So
Tj

sT
}e

}g
 

Jo
 

n
e
s
i
n
g
 

u
o
r
l
u
l
W
O
g
 

A
q
 

pe
Ti

du
lI

0g
 

:
q
L
O
N
 

00
°0
00
°E
Z8
‘8
Ea
'L
$ 

00
°0
00
°L
OT
‘E
Ps
'L
$ 

00
°0
00
'C
TP
8z
e"
E$
 

00
'0
00
‘9
F0
'T
E9
‘z
s 

00
°0
00
‘S
S8
‘Z
zr
‘T
$ 

00
°0
00
‘S
61
‘8
F‘
T 

00
°0

00
‘6

S2
‘0

92
 

00
°0

00
‘T

ZL
 

‘L
EF
T 

00
°0

00
'€

L€
°Z

00
'T

 
00
°0
00
'G
L8
°0
ET
'e
$ 

00
°0
00
°8
86
°L
@P
F'
T 

00
°0
00
‘6
Z0
‘T
tZ
 

00
°0
00
‘S
0S
‘*
LF
F‘
T 

00
°0
00
'E
L8
°8
96
 

00
°0
00
‘T
9F
‘8
ST
‘E
$ 

00°000‘0TS*ZEE'T 

00°000°0LF' 

FZ 

00°000°6TL‘TE0'T 

00
°0

00
'8

0¢
°F

TL
, 

00
°'

00
0‘

S0
S‘

Sz
e‘

z$
 

00
°0
00
‘S
L2
‘E
6r
 

00
'0

00
‘8

92
L‘

8T
T 

00
 

00
0°

CL
P'

PE
E 

00
°0
00
°0
00
°0
IT
 

00
°0
00
°T
ES
‘F
LS
‘T
S$
 

00
°0
00
°6
S8
9L
E 

00
°0
00
'0
00
‘0
0T
 

00
'0
00
°0
00
'0
0¢
 

00°000‘000‘0TT 

00°000‘966‘SEE 

$ 

P
e
e
 

e
e
e
 

e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

e
e
e
 

eT
 

S
o
T
}
I
T
e
d
r
I
o
i
u
n
y
y
 

su
ps
en
pa
st
ea
pd
as
us
ea
e 

e
e
e
 

p
e
o
j
u
e
r
e
n
y
 

nda
sin

uda
y 

cas 
ER 
R
e
e
n
a
 

y
e
r
 

se
pe

ue
d 

JO
 

Se
du
IA
OI
g 

con
tid

se 
a
n
a
t
a
 

ae
ra

 
p
a
o
j
u
e
r
e
n
y
 
s
e
e
i
n
 

M
I
T
 

ve
pe
ue
d 

JO
 

UO
TU

IW
IO

G 

: 
8
6
1
 

LE
6T
 

6C
6T
 

61
61

 
PI

6I
 

je
 

“W
ae
ye
 

TE
 

W
h
e
e
 

+
S
U
V
G
A
 

G
C
H
L
O
A
T
A
S
 

A
G
 

S
H
L
L
I
T
V
d
I
O
I
N
N
W
 

A
N
V
 

‘
S
L
N
A
N
N
U
Y
F
A
O
D
 

T
I
V
I
O
N
I
A
O
U
d
 

‘
L
N
A
N
N
Y
A
A
O
D
 

N
O
I
N
I
W
O
C
 

A
H
L
 

A
O
 

L
E
G
 

T
A
 

W
I
d
V
i
L
 

‘7
g 

o8
ed

 
‘e
pe
ue
D 

‘g
g6
T 

‘s
}u

NO
.D

Y 
OT

GN
d 

“L
ES
T 

“A
'A

'D
 

‘6
E8
 

eB
eq

—s
ao

ue
se

zo
y 

OO
'B

ET
'T

ES
'C

PS
'E

S 
O0
'L
ZO
'P
HE
TE
D'
ES
 

00
°6
9E
9S
6'
GO
Z'
ES
 

00
'L

60
°C

FO
'T

FI
‘E

$ 
00
°S
99
‘9
98
'9
66
'C
$ 

O0
'E
9S
'E
FL
‘T
ES
'Z
$ 

00
°8
69
'S
9Z
 

OI
9'

Z$
 

OO
 

TT
P‘
98
S‘
FF
S‘
c$
 

LE
6T
 

9€
6T

 
Ge
6I
 

ve
6l
 

SE
61
 

GE
6I

 
T&
6T
 

O&
6T

 
V
A
V
N
V
)
O
 

H
O
 

L
a
d
d
 

O
I
T
a
N
d
 

S
S
O
U
D
 

‘A
 

HT
ag

Vi
i 

‘LEGIT 
“
A
'
A
'
O
 

‘9G8 
A
S
e
g
—
s
o
o
U
a
I
E
F
e
Y
y
 

00
°T
8T
‘S
SP
‘6
9$
 

00
°S
1F
'Z
68
°S
L$
 

00
'T
LS
‘6
L9
°8
L$
 

00
°€

08
°S

P9
°8

L$
 

ee
61
 

GE
6T
 

TE
6I

 
O€
6T
 

(
V
L
Y
U
A
G
T
V
)
 

L
A
d
d
 

A
U
Y
N
L
I
N
A
G
A
G
 

S
S
O
U
D
 

T
I
V
d
I
O
I
N
O
W
N
 

00
'T
10
‘9
88
°L
9$
 

PE
6I
 

‘
y
u
o
w
j
i
I
e
d
e
q
 
A
i
M
s
e
a
L
L
,
 
[
P
I
O
U
I
A
O
I
G
—
s
d
U
s
l
e
y
e
y
 

00'000‘609'0ST$ 
 00°000‘'8FS‘FFT$ 

 00'O00'LZL‘'EFI$ 
 00'000'LFO'SET$S 

 00'000‘OLO'LIT$ 
 00°000°966°90TS$ 

GE6I-PE6L 
VE6l-Ee61 

SE61-CE6T 
GE6I-TE6T 

TE6T-O€6T 
O€6T-6C6T 

(
V
L
Y
A
P
T
V
)
 

L
A
A
d
 

G
H
C
N
O
A
N
N
 

G
N
V
 

G
H
G
N
N
A
 

L
A
N
 

~ 
CAT 

F
I
E
a
V
i
 

a
 

00°000‘TEL‘8ST$ 
 00°000‘T80‘8ST$ 

LE6I-9E6T 
9E6I-SE6I 



_ 

is 



APPENDIX Il. 

The Credit of Alberta Regulation Act 



Preamble 

Short title 

Definitions 

“Banker” 

“Business of 
Banking” 

“Local 
Directorate” 
“Provincial 
Credit Com- 
mission” 

1937 
(SECOND SESSION) 

CHAPTER 1. 

An Act to provide for the Regulation of the Credit of 
the Province of Alberta. 

(Assented to August 6, 1937.) 

(Disallowed August 17, 1937.) 

Repealed. [1937 (Third Session), Bill No. 8., Sec. 9.] 

WHEREAS Bank Deposits and Bank Loans in Alberta are 
made possible mainly or wholly as a result of the mone- 

tization of the credit of the People of Alberta, which credit 
is the basis of the credit of the Province of Alberta; and 

Whereas the extent to which property and ¢ivil rights in 
the Province may be enjoyed depends upon the principles 
governing the monetization of credit and the means whereby 
such credit is made available to the Province and to the 
People collectively and individually of the Province; and 

Whereas it is expedient that the business of banking in 
Alberta shall be controlled with the object of attaining for 
the People of Alberta the full enjoyment of property and 
civil rights in the Province. 

Now, therefore, His Majesty, by and with the advice and 
consent of the Legislative Assembly of the Province of 
Alberta, enacts as follows: 

1. This Act may be cited as “The Credit of Alberta 
Regulation Act.” 

DEFINITIONS 

2. Under this Act unless the context otherwise re- 
quires :-— 

(a) “Banker” means a person or corporation whose busi- 
ness or any part of whose business is the business 
of banking; 

(b) “Business of Banking” means the receipt of money 
on current or deposit or savings account, the pay- 
ment and collection of cheques drawn by, or paid 
in by, customers, the making of advances or the 
granting of overdrafts to customers ; 

(c) “Local Directorate” means a Local Directorate con- 
stituted pursuant to section 4 of this Act; 

(d) “Provincial Credit Commission” means the Commis- 
sion constituted pursuant to section 4 of The Alberta Social Credit Act; 

se = *eme & 



APPENDIX II.—CREDIT REGULATION 65 

(e) “Social Credit Board” means the Board constituted [ “Social 
pant to section 3 of The Alberta Social Credit 

ct. 

; 3.—(1) Every Banker who at the time of the coming 
into force of this Act is carrying on the business of banking 
within the Province shall, within twenty-one days there- 
after, apply for and obtain a license from the Provincial 
Credit Commission in respect of such business, and every 
sucn application shall be accompanied with the fee provided 
for the license so applied for. 

(2) Every person employed by a Banker carrying on the 
business of banking within the Province, shall within 
twenty-one days of the coming into force of this Act, apply 
individually for and obtain from the Provincial Credit 
Commission a license to carry on the business of Banking, or 
any function or functions thereof, and any such application 
shall be supported by a recommendation of the Local Direc- 
torate or the person in charge of the business where the 
applicant is employed and in the locality where the applicant 

is employed; and every such application shall be accom- 

panied with the fee prescribed for the license applied for. 

(3) Every license issued under this Act shall expire at 

midnight on the thirty-first day of March of the calendar 

year following the year in which it is issued or at such other 

time as the Provincial Credit Commission may by regula- 

tion determine. 

(A) Every application for a license by any Banker carry- 

ing on the business of banking or any function or functions 

thereof within the Province, and every application for a 

license by any employee of a Banker shall be accompanied 

by an undertaking signed by the applicant whereby the 

applicant undertakes to refrain from acting or assisting or 

encouraging any person or persons to act in a manner which 

restricts or interferes with the property and civil rights of 

any person or persons within the Province, and in the case of 

a Banker, the application for a license shall be accompanied 

with the names of the two representatives of such Banker 

as members of the Local Directorate. 

(5) The Provincial Credit Commission may at any time 

or from time to time and without notice, suspend, revoke or 

cancel the license of any Banker or any employee of a Banker 

who commits a breach of the undertaking referred to in 

subsection (4) of this section. 

(6) Any Banker and any employee of a Banker whose 

license has been suspended, revoked or cancelled by the 

Provincial Credit Commission, shall have a right of appeal 

to the Social Credit Board, but such right shall not extend to 

any person or corporation convicted in the courts of the 

Province for acting or assisting or encouraging any per- 

son or persons to act in a manner which restricts or inter- 

feres with the property or civil rights of any person within 

the Province. 
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(7) There shall be paid to the Provincial Credit Com- 
mission for the use of the Province annually a license fee 
in such amount as may be fixed by the Provincial Credit 
Commission not exceeding: 

(i) in the case of a Banker an amount equivalent to 
$100.00 in respect of every building within the 
Province in which the business of such bank is 
conducted ; 

(ii) in the case of an employee of a Bank $5.00. 

(8) If the license of any Banker or person employed by 
a Banker has been suspended, revoked or cancelled under 
section 8, subsection (6) of this Act, the Provincial Credit 
Commission may fix a fee in excess of the fee provided in 
Section 3, subsection (7) of this Act, for renewing the 
license or issuing a new license; always provided that such 
increased fee shall not exceed one thousand times the fee 
paid or required to be paid in respect of the license last 
issuect to such person. 

4.—(1) Immediately after application has been made for 
a license by any Banker, and before the issue of the license, 
one or more Local Directorates (the number of which shall 
be in the absolute discretion of the Social Credit Board) 
shall be appointed to supervise, direct and control the policy 
of the business of the Banker in respect of which such Local 
Directorate has been appointed for the purpose of prevent- 
ing any act by such Banker or any employee or employees 
thereof constituting a restriction or interference, either 
direct or indirect, with the full enjoyment of property and 
civil rights by any person within the Province. 

(2) Each Local Directorate shall consist of five persons, 
three of whom shall be appointed by the Social Credit Board, 
and two of whom shall be appointed by the Banker in respect 
of which the Local Directorate has been appointed. 

(8) The Social Credit Board may at any time for any 
cause which it deems sufficient, dismiss any member of the 
Local Directorate appointed by such Board and appoint 
another person to fill the vacancy. 

(4) Members of a Local Directorate appointed by the 
Social Credit Board shall hold office during the pleasure of 
the Board; and members of such directorate appointed by a 
Banker shall hold office during the pleasure of such Banker. 

(5) Where a vacancy occurs in a Local Directorate the 
vacancy may be filled by the Social Credit Board if the 
member in respect of whom the vacancy occurs was ap- 
pointed by that Board, and if the member in respect of whom 
the vacancy occurs was appointed by a Banker, then by the 
Banker who appointed ‘such member. 

(6) Members of Local Directorates appointed by the 
Social Credit Board shall receive such remuneration as may 
be from time to time fixed by the Board with the approval 
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of the Lieutenant Governor in Council, and such remunera- 
tion shall be paid out of such moneys as are appropriated by 
the Legislative Assembly for the purpose. 

5. Any Banker who carries on the business of banking 
in the Province of Alberta without having first obtained a 
license under the provisions of this Act or who violates any 
other provisions of this Act or the regulations made here- 
under, shall be guilty of an offence and shall be liable on 
summary conviction to a fine of not less than five thousand 
dollars and not more than ten thousand dollars and costs. 

6. Any employee of a Banker who carries on the business 
of banking in the Province of Alberta or any function or 
functions thereof without having first obtained a license 
under the provisions of this Act or who violates any other 
provision of this Act or the regulations made hereunder, 
shall be guilty of an offence and shall be liable on summary 
conviction to a fine of not less than one hundred dollars and 
not more than one thousand dollars, and in default of pay- 
ment to imprisonment for a term of not more than one year. 

7.—(1) Any Banker required to be licensed by this Act 
shall not, while unlicensed, be capable of commencing or 
maintaining any action or other proceeding in any court in 
the Province in respect of any claim, in law or in equity. 

(2) The Lieutenant Governor in Council may by proclam- 
ation, declare that as and from a date named therein, this 
section shall cease to have any force and effect and shall 
stand repealed. 

S. Should any conflict arise between this Act and any 
provisions of any other Provincial Act, the provisions of 
this Act shall prevail. 

9. No provision of this Act shall be so construed as to 
authorize the doing of any act or thing which is not within 
the legislative competence of the Legislative Assembly. 

10. With the approval of the Lieutenant Governor in 
Council, the Provincial Credit Commission may make regu- 
lations not inconsistent with this Act,— 

(a) prescribing the rules of procedure in respect of ap- 
plications for licenses and other proceedings under 
this Act; 

prescribing the forms for licenses and application 
for licenses and the manner governing such appli- 
cations; 

(b) 

prescribing the forms and procedure for taking an 
appeal from the Provincial Credit Commission 
to the Social Credit Board under this Act; 

(c) 
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(d) classifying licenses and licensees and prescribing 
and regulating the fees including methods of ascer- 
taining or calculating or determining the fees to be 
paid for licenses; 

(e) prescribing the privileges, terms, conditions, limita- 
tions and restrictions to be granted to or observed 
by any licensee; 

(f) prescribing the conditions upon which licenses may 
be issued and providing for the revocation, suspen- 
sion or withholding of licenses; 

(g) for the collection of the license fees, designating the 
persons by whom the same shall be collected; 

(h) generally for the better carrying out of the purposes 
of this Act. 

Coming into 11. This Act shall come into force on the day upon which 
force Wh ACR TT Id Base luede Le: 
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