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~ The ability to handle risks, good chara¢t°?§,°

and Seeuriiy:are the;basic_eléménts,in gfantiﬁg cred;ﬁ, i
:  Assuming the‘lqtéer two ;actors what are

' tHe ke Fuced by the fame'r?'

‘t | He faces the same riska as evory othar buai~
- ness man but in different degree. The average farmer :

1 has not demonstrated great managerial capaoity. ?roduc- '

tion is hard to control.due,to weather, bookarare rarely/
.képt;‘budgatﬁ aré almost unknown; and féreoasté rareiy,

‘ heard of, Seldom can a fanmer give financial state~
ments. Business ability must be judged by peraonal »

~ contaet rather than lmpersonal reports.

: Durino the past thirty years the tenancy
problam ‘has come to the fore. Tenancy has greatly 1n4
‘oreased the credlt problem. The average American tén«TQ
ant is a rolling stone, operating on short leases, -
under varying conditiéns of tenure, and with varying e
93propartions of worling capital and income.

e After gaging the chnraeter, abllity and
ﬁresaarces of the borrowing farmer there are certain ,‘?’v_
'principlaa that should be follcwed in granting loana. e
The cardinal principle in money lending 1s£'
that the loan should be for productive purposda‘ o
‘“Productive eredit 13 that whieh is amployed

5o stap a loss, effect an eeonomy, or create somathing
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‘ﬁatﬁfaily'vilﬁable. The saVings or gains of which re- rfl‘
| ‘sult eught eventually to equal the debt- henoe no one »
need. be afraid of this form, provided the amount and
/;'ths extent be judicially limited to ability for prampt
“; rapayment. As is popularly said, productive credit :

;_makes its own security and 1iqaidates 1taelf"1 e
S ok prinniple rreqn&ntly violated in ths paxt
g ,13 that of selecting 1mproper tima of maturity._ Usually

that date han baen selected to suit the wishes or the
” i1ender.v Tha time of repayment should come when the -

“'iborrower'ts meat apt to have the funds. Such,date s ,-ij‘7 o

,uatter ths crOps ‘have been orderly marketed 1n.most :
k »1n;tances. Toc aft@n creditors have rushed the sale f'7f”“

15!0! cnopa that interest -and principal might ‘be paid. 4

' ,O£ten ths markets were glutted after harvest.
, | The term of the loan should correspond. ta
2 the prodnntiva lire of the gond purchased with the loan.

.>=H_No lcan should autlast the improvament for which the

}’loan waa created. Heither sheuld the tsrm be so ahort

2 f,as to rﬁquire teveral renewals. The debtor should re~‘

' “member that ths date of maturity is coming. Remembering,":f

:}he should prepare for it.~ Too many farmers think of loaﬂt L3;7 ‘

 as permanent additions to their eapital

Lastly two abvious rulea. The loan shnuld '

ﬁ:‘ ,%bear the lowest rate possible. Over~expansion must be

d   avoided..'f e | mmeeee -

.T”,_lgvlbiﬁz?aga #3.
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Such an outlay 1s beyond.the means of most
men, That.ﬁeans borrowed cqpital mist be used, Amer-
ican farmers have borrowed from commercial banks some- M’M |
thing 1ike $3,869,000,000 on short term notest, Ada f_!”55§$27
' tb this the éstimation of from one to three billiqn 5:952‘ '
mereantile-cieedit,2 and we have a grand total of five  ;
to seven biilién‘dollars. E.B. Brossaid of the Utah ‘
Agricultural College, st#tés that money borrowed from . o
private individuals wiil equal bank loane. ¥

Deficiencies in the Credit System.

$hé Aabve milts SpdaRt. ko tremendous totals.
While the farmer received his loans the.méchahiém has
been assalled. Complaint was made that system was
not préperly‘serving agriculture. The éystem needed
revaﬁping. ’

“Agriculture when considered from year to
year and over extended areas is in its returns :
the surest of all operatlons. Neévertheless, there
are elements of risk In each individual cease un-.
til the product is ready for the market; and be-
cause of thls risk agricultural credit lacks to =
a marked degree the safety ordinarily required in
banking, A commercial bank's special business is to
.0 faellitate exchange of things of definitely as-- =
- certained value already in exlstance. Hence, prac-
tically all the sérvice that banks of this charseter
can render agriculture is toreffect the transfer Of ol
raw materlal after it has been created. They cannot

-, - -

1. Bulletin 1048, U.S. Dept. of Agriculture.
2. V.N. Valgren, American Ewn Review 13:442-

3. Rural Credits in Uteh, Page 5.



: " Purthermore, the shortest 3riod needed f
agriculture is too long for the banks, and so the
90-day paper of the merchant gets the preference
over the six-months or one-year paper of the farme

Mr. V. N valgaen‘arrives at the same con-
- clusion. He writes: 2 : i i
i "One of the first very definite and fundemental =~ @
observations which must be accepted as & result of :
an-examinatipnlintc'the.characteristics‘cfufinanéfw“ L
... elal institutions 1n,this-c0untry,»whi¢h‘servgg“fare¢~;f\
f,mers,'sd'fgrﬁasfcreditfisvadncerned,'is‘th&t‘thsv*J,Ag;v;t,
- were nottaaﬁstructedgto_gerve~the speclal needs of . .
the farmers. Beeausanthé,finanalal~institﬂtlsns,f’»<»,;~ﬁ»,
have not been constructed to serve the_naéasgaf‘thggﬁgw‘,,;a

farmers, other Institutions such as stores of a1 .
kinds, and persons who are purchasers of and deal-
ers in farmaproductsﬂhavg often been forged to -
furnish the finaneialgaid,neeessary; ey
" "The banks may safely assist ans-fype ot
oy agriculture~endaavar;jnamﬁlyncooperativégmarkst- T
~ ing associations, Thesejinstitutinns grade, pro~
- cess, store and sell things of definitely ascer-
tained value™ e : ‘ SREE e

' Prior to thé’égéperatives' orgaﬁiiatiép”‘¢_ .
'privatéﬂrirms_did the same work. These firms reéeivé&;‘
" §§ed££;from the banks so, why not the COOp@ﬁativéS§th:?k

'.6ftqnfthbse_associaﬁiona'afbﬂfisﬂal agencies fdr{if§ ”

| members. When such is the case bhe associations! notes .

W5 are Tivtle Setver than the sgsregate of the members!

~ notes,

,b—-—h,-q—.— 4

;/7l;lMYr§nuT.fHerrick, "Rural

‘ Credits" pg. 8.
. 2, Am, Eadn"ﬁ,715:443-454. e ‘




b g ’Gcnsequently when thay (the rarmers) wish %

 to realize upon their credit to the fullest @A
tent the farmers must pay a premium for the ris
ineurred, besides the highest interest charged ;
in their immediate viein ty, A new system to be - e B
add®i to tge old is.necessary to rectify this o
tmﬁble e s

Thus it is aeen that commerclal banks are :
' not fitted to accept the risks or agrigultural pro-'gg{f'
.1’;fdustion, First; due to 1engﬁh of maturibies and 3ecnné~f”
1y, due to type of seourity back of such loans. *ﬁ, '
S Despite such 1nab111ty to. loan runda to
,farmsrs the banks furnishrthaut rour billion dollars |
’”Vat cartain periods of the year to agriculture _ But to :

et get this four billion dollars the farmers st p&;

Vhigh interest and other charges. The rates for the
oountry seum to vary in almost direct proportion to

-~distance from money markets, It runs from near aix

5 per. cent in New England to ten and twelve per eent

'in Bome Western and Southern States?‘ In 1921 the

! ’average sake o5 the country was 7.96 per cent. {in'ﬁf; ;

addition to lnterest thers are certain other eharges g ,f-f1'”‘

meada by some banks. Two—ef’these charges are coll*“

e ection of interest in advance and. the requiremenx er

”l. 1. Myron T. Herrlek, “Rural Greﬂits p. 8

'mlnimum balances, These 6harges are made in dis~‘ 7'1U
tricts where rates are lowest. _These charges»repreeviff;,fﬁ**7 5

-
-~

2. See Ballatins 409 and 1048 U. s Dept of Agriculture ;
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: ‘sent‘tﬁa premiums for risk assqmptions. Some bahkers
prefer these charges to higher interest rates. Thus
-pure interest 1s separated from the risk charges 1nxiv‘_“
the iwsual rates charged on loans. :

Cattle paper needs especially long loans ;"
often as high as three years. The cattlelloan company
has partly solved the situation. Cattle loans arerérv
fdur types., N .

First, there are the ranch loans. These
are secured by range cattle, Formerly great risk‘
attached to such loans, though through fencing of the
ranges much risk has been eradicated. These loans »
are mostly "swmer loa s!. The advance is made in the
early summer and repaid in the fall after sales are
made to stockers and feeders.

Secondly, there are the feeder loans..Loané'
on cattle being fattened just prior to sales to packers.
Feeder loans run from three to six months. They are
desirable investments due to slight risk of injury to
the security. The cattle are protected from weather,
and are shortly turned into cash. ;

Thirdly, there are the stocker loans.

These are loans on breeding cattle. Such 1oans4hava

face maturities of four to six months but are renewed

thfea or four times. Breeders' loans are a fixed

{fﬁﬁapitél investment, = Hence theylare less desirable to
5&;@;;, i “ :












(asye s

_rural Raiffusen svedts societies. _ Neither system has
" hed state ald. Their early 1ife was earefully fostered
= By the men whose names they bear. This 1s an 1mportant f‘i
. fact to remember, There never was a system created in
Turope by ths~in1tigtive of the poorer classes. o
The basiec principle of the Raiffeisenism*iﬁ_”f
the cohaaiveness of the rural ccmmunity in Europe. 'Tha"
“Buropean peasant llves 1n villagas, not in 1solated
: units as do the new world farmera. They know each other s
intimately. Their social and seonomte conditions are
valiké. They possess some land but little liquid capital.'
It is to the cooperatove banks that they look for
current funds,
“Bﬁt'fromrﬂmnallﬁbeginnings the Raiffeisen
cooperative rural credit movement has spread all
over Burope. In CGermany alone there were nearly
17,000, ..+..The farmers in other Furopean coun— ;
tries have united to form similar societiea and the
movement is rapidly growing."l
The principles on which the Rural Credit So-
gieties do business are:- k '
‘ MLimitation of membership to one community or villaga,
- to secure mutual personal knowledge of the standing
~of members,
"Loans only for prodactive pUrposes.
"Loans only to members.
"Unlimited liability of members,
"Permanent indivisible reserve fund.

"Short-term credit on personal guaran‘cee(tWD 17 ';
or three name paper)

---—-»—--

1. J.B. Morman "Principiea'of Rural creditgFiQ;ggu' e




. "cradit for leng periods with facilities fbr
repayment by installments.
"Absence of profit-seeking, dividenda, 1r paid
: being 1imited. i
e ”Ofrice-hglders, axoept secretary, not paid
for-their services, - 5
. "Promotion of moral as well as material ad- i
2 vancement of members.. '
e "The main idea of ths Raiffeisen plan is ﬁhe
using of chaﬁacter as an asset~-—1

The socleties belong to central organiza‘.'

tions, The nantral organizations are reseryolrs of

_credit as relations are maintained with the centralised

} S f.eommarcial,banking system.‘ The societies operate

”ibuying and selling agenciea. They buy supplies and
"handle the‘marketing funetion for their members,
‘ The Raiffiesen system has ralsed the peas~_ i3

p?f”fant rrom groveling dependence on ‘the money-lender to

' a self-respecting economlc independence. All.legif_

timate needs may be met by borrowings. The ratea

“Vf_never seem o rise above five per cent. . Thrift ‘has -

'}been fostered temperance demanded and community

: spirit engendered. In fact the whole social and econ—

'igomie 1ife of the rural districta have been transformed.

i The other German system is the Sehnlzs~»'

*;Delitzcha banks or popular banks. These were organ-"

?:ized to meet the needs of the lower middle class touns~f
V;men._umhey exert tremendous influence on agricultqre,lf g 7’5‘“

et oy Marion Sherwood Latham, N. Amer. Review 199: 796~

Leh 08, May 1913.
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Gne—quarter of their membera aro tarmara and much of i‘l
the credit extansions go to. peaaants. .'_
Sehulze-Detilzsche, like Raiffiesen, was

a philanthropist, His banks. “got off to a faster stert” oo
By 1911 there were nearly 1000 or them. Most of theas '“!“2"
banks belonged to a central organization. ‘he principlex:;:?fgi@
of operation were a little differgnt from those of tha f}}si
'rural credit societies, First these banks accumulate o
considerable capital, distribute high dividends- an&fﬁfr

5 op&rate over extended ternitory. Thelr managerent s f?fff!*ﬁ”

L ety paid, Operations are strictly of a business na*vf;Viﬁff?

| tﬁre@j The limited 11ability of membership plan was i‘~t ot
qdopted., Anyone has the right to borrow from these ﬂii‘w:.tv. :
:.banks. Rates have been ranging between four and five }%?i,aff‘"i"
?iper Gent. 5 ;

. These banks taught business methods to thair

e jmambers. They have greatly stimilated thrift, Ih, ;
‘-{'fact they have freed the lower middle class from the gy

W.Vdread_of the usurer._ They do not attempt to exart tha
moral influence that the rural credit aocietias do. “;5

' 5However, they have been a force for good. it
In France, tho principle of government aid

»"ff5fﬂr cooperatives has besn adopted. The system is eenr3“““’“‘i“l*"

 ; tered aronnd the agricultural syndicates (cooperativa

: nsocieties of various kinds). Theae local 3°°1°ties dogl ;%gq;f,{hﬁ




‘*~Lf_;gionﬂ1 banks have egnneetions with ths ‘Bank or ?rance
'5'; and the open’market, - The locals act as guarantseing

aivectly with subsidized regional banka, These ro- e,

 *f ,intermediarias¢

A special committee nominated by ths Einn Sﬁfﬁ' “
ister of'Agriculture oversees the eperation of thn
';syatam. Beth sets of 1nstitutions have many privilages,
..~ - "The general results achleved in the first 5
decade in which the system of state aid has been
in force are most satisfactory. The local banks
are constantly inereasing and respond even batter
s ho 4'he new needs of agriculture“l

The systems in use in both Franae and Gar-

"*many havs solved the agricultural. oredit needa of

‘fv thﬁir reqpeetive countrios. The Prench system of

Government aid has become effective in ton years’.ilt{'gi-
took several times that period for the German banks

';‘1Z,anﬂ societies o roach the same stage. In additian,

: the lives of two great men were given in Germany,_ Un-.:rw 3

'-,iquestionahly in the lYong run the German idea 18 tho

: batter. Ir quiek results are desired, government aid 7
 ;seems to be more effective.:._ 3

\L . ey investigators recommended state en—"'A{~\P
lrwfcnuragement but not state aid. -

5}7?1. The Intarnational Institata of Agrloultuie, il
iﬁ; euzliﬁes of Eurapean 6ooporative Gredit Systems,;ﬁ‘




e est
1 'ative eredit ‘ag-oeclation is argely a matter for
©  state 1egislatien and encouragement. The making
' and management of these 1ittle societies arc 8o
. simple and their sugcess soO inevitable, where the
environment is congenial to their growth, that
= withaut doubt they would spring up. 1n>mn1titudeﬁ
‘as soon &s proper. laws were passed, gnd in thg <L-
. -gourse of fime dsvelop systems as large and ¢
')eerfaotive as those in Germany.

- Such seemed to be tha consensus of opinﬁmn.

; For ten yeara after this report the Federal Gnvernmentv o

'v’{;;took no actiﬂn, except 1n th@ provisions of ths Federal

'1atiOn* Many ‘stayes passed laws. ‘The only resultn {’i,ff
1“fappear in North Garolina where credit unions runctien ifg?ﬁgifjﬁj

in a few towns. In most states no availlng affart'waa

xmade t0 estdbliéh miral credit unians, why? v
Marion Sharwood Latham gives a reasonabla

~answar to that question.v Hr. Latham was a member of

"7i*furthar studiea of the shortuterm loan and social

»'"f;iqueation. -He writas*’

. ouy pural pﬂpulstion 1ives in solitary

‘houses usually set apart on account of the rela- j;?ﬁyk

tively large areas of the farms. The farmers do

ablishm@nt ef agri&alﬁnral cocper, ;ﬂ:?f,a

r"‘Resevve Act and in the reguvinated War Financa cogpo_ﬁ"f7<;3*°“”‘

-‘;_} tha American commissian, he remained in Furope to m&ka f 'f;¢%;7

not see one another often enough to become inti-;;g 

 mately aequainted.%, As a rule the 1ndiviﬂudla

.

 ‘ﬁf”l. 503 U 4. State Dept. Information Division.

'freliminary Report on Land and Agricultural Cradit

. i y.f;“¥' This 1s belng overcome to~some ‘extent by automo"lﬁs?

. and the deve opment of rural eommunityeentersx
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O0f any one district differ in ancestry, :
religion, ideas and habits. ‘There is no tie
that binds one farmer to another any more than
there 1s between farmer and townsman.

*"The average American farmer is intelli-
gent, independent, ambitious, eager for new
experiences, ready to sell and move on, send-
ing his children to town to be educated, ,
leaving the farm himself if speculation offers.
He has not a co-operative spirit; he does not
wish his individual actions hampered, and is
averse to endorsing another's liability. He
takes orders fron no one, resents supervision,
and is suspicious of altruistic services.l
If, say a banker, should try to advise and
supervise the affairs of a farming district,
he would very probably be told to mind his
own business, or else asked what he expected
to get out of 1it.

"With a mass of people of these char-
acteristics, only classed together because
of thelr occupation, the situation is diam-
etrically opposite to that in Europe, that
the facg of success of the rural credit
movement in the latter region can have little
bearing on how it would work in this countryi?

Europes systems are not adaptable to America.
If we try cooperative c¢redit, the plan must bé’”madq
in America". It must fit the American conditions.
No one has, as yet, produced a plan that has been
successful,

Governmental Aid.

Some states passed laws as suggested by the

Commissions reports. Nothing astounding happened.

- ——— - -

1. The underscore is mine.
2 Ni Am. Re. 199:796-800.



| tfﬁaid was sought to halp 1n th” 3°1“t1°n °f the preff

s e

A rew snnaaasrul cradit unions*wer@ establiahed in i5y‘»‘w
V}ino?th btrolina after muoh patﬁing" Usnry laus WDxQ 
passad, but were of 1ittle praetical aid. A kindly
f{atate attitude did not seem to help much. Morokggg

: Some wanted direct 1oans from the stat; or
natianal governmenta. The 1dea was to borrow onvthé
’fgoverment's oredit and reloan at cost to the farmer,:*fVi
:This action wna justified on the grounds that what ,7 SRR
i aid agriculture, aided all as cost of food would he ;;  ‘3 ”’*%5i
>' cheaper.

Most of the plans were 1ncoherent ‘But

’;/did was wanted Government subsidies had aided in Eena

" France, why not in America? There were all shadea

‘of governmant "aldists" from mere supervision to
\bounties and guaranteed prices. : e ,‘ ‘ o
The~vn1ted Statas Commission had rocommended

‘,-that the Natienal Bank Act be amended."National Rural

;(,Banks with a capitalization of less than 625,009 G

' were to be organized. The banks with more then $1o.eoeﬁ.ﬁ;;?;;i;
”‘_: capital were to run Very much as the older n&t&onaaffi f'. ;
"f;\national hanks. These with a capital of $2,000 Iﬁr;, " j§"“

. %o be practically rural eredit unions. At that tino
quionly four states had rural credit unfon lawa,‘f f5l

Yo action was taken on any of the aehamcs pre-,f:??ff”ﬁi

: i‘iiliaented sbove. It remained fer a crisis to bring about SR

'* a rgally serieus attitude on.the aubje°t-; .
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HISTORY OF THE
ACT OF 1923.

In 19156 a Joint Cormittee from Coﬁgress was appointed
to draw ﬁp a rural credits bill, The Committee divi-
déd itself into two sub-committees = oné on 1and‘égd_ﬂ
one on agricultural credits. The Federal Farm loan S
Act of 1916 was the result. The sub-committee on
Agricultural eredits had little to say. True, war~.”
prices were boomlng farm products; Farmers were-oﬁer-t,
- ating on a cash basis. Congress gave no seridus
attention %o agricultural'credits after the passage
of the Federal Heserve Act until the crisis of 1920.
With that event agricultural credits were again to
the fore. The Act of 1923 was the result of this  e
agitation.' »

‘During the crisis immediate relief was de-
manded. Ih 1921 the Viar Finance Corporation was 59— , 
vived. The duty of the Corporatilon was to aid in ‘th'e
financing of the export of farm products. It was |
hoped a higher price for such would result. Later, :
the Corporation was authorized to advance‘fundé tb Ly
‘banks, other financial institutions, and cooperative
‘associat;ons which made loans to agricultural producers,

The Corporation's activities were succ&ssfulQ

ears - i
During the four#{of its activities some $539,000,000
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in»loans wére approved "By no meana were all thase

'approved loans actually advanced - that in) they wara

nl

not found necessary. The opening of lines-o: gredit

with the‘Corporation créated confidence, Banks, eéQ-

pdcially in thn West, were relieved of much of thair»A.f‘,f

-;frozen credits.
The Gorporation was a temporary expedient.. 
Congress kept trying for something permanent. In;
1920 a Commission was appointed to arrive at some-
thing parmﬁnent. Nothing directly can be traced to
its efforts.' "Joint Committee of Agricultural In-
quiry was created in the first extra session of the
67th Congress. It was to investigate, among other 5
things, "the banking and financial _resources and
credits of the country, especially as effacting
agricultural credits". }

‘The Commission's report wadﬁsubmitted in
Oct. 1921. It contained the following statement of -
agricultural credit conditions. |

1. There 1s need of a more unified banking
7 system. Thirty-five £0 forty per cent of the bank-"

ing resources of the country are not in the Federal

Reserve System. Limited branch banking was suggastedg_';*"”‘"

. & Saturday Evening Post, Editorial Mar. 7'1925.j>‘



(24)

2. The. outstanding defect is the need of an
institution granting intermedlate crediti Such was
especially needed in the livestock 1ndustry, and in
districts where fertilizers were used. It was nﬁ&ﬂﬁd ax
1ines, to carry crops until they could be profitably
markated.

3. It is not adyisable to change the Federal
Reserve System. That system was created to care fqrv .
conmercial needs. It was, therefore, necessary to
create a new system,

“It is not enough that the producer of tha
crop might possibly be able to renew his ori-
ginal productive credit; he must have assurance
when he first seeks the eredit to produce his
crop that if he so desires the credit will be -
of suffielent length to earry him thru the
period of orderly distribution as well as pro-
duction. | _

Speeifically i1t recommended that a law be enr %
acted embolying what later developed into the Inter- 24
mediate Credit Bank system. The Bill was known as
the Lenroot- Anderson Bilil.

The report of the Joint Committee received
mich opposition. Other bills were introduced. Of
- prime importance was the'Copper-McFadden Bill. ‘Thigj 
Bill proposed the organization of National Agricul-: i
tural Credit Corporations with private capital. |

These corporations were to be heirs to the better

~ features of the War Finance Corporation. They were =




“to be of espscial aid o the iiveAstbbk 1ndustry; :
Both bills carried Amendments to the Fedeval =~
Reserve Act, énlarging‘tha scope, of the Reserve :
‘Banks with regard to agricultural paper. s
‘A1l bills introduced led an extremely pre-__frf ffi[;§ 

‘earious 1ife, Host of them went through two sassidﬁgﬁzﬁkaj;;gf
of Congress, Congress was split; even the Farn “ ".:li“  
Bloc was dividgd over the Lenroot-Anderson andCOppeévié‘:a L
McFadden Bills, ‘ 2 \
‘The advosates of the Lenroot-Anderson SRR
followed the lins of reason of the "Joint Gommittee™.
AThe}advocgtes of the Copper-licFadden Bill believed

that with few changes and the addition of the Na-
tional agricultural credit cdrporations the present
system of finance was sufficient foi agriculture. |
- They d1d not wish the paternallstic interference of

“tﬁé GOVernment. » A

“The various farm leaders both within and
- without Congress could not agree as to which
. of these two rural credit bills théy wanted.
The spokesman for the cooperative marketing
associations sald the present system could be
made to meet all the ecredit need if only a
few changes were made in our banking laws--
« The majority of farmers organizations
were in favor of the Lenroot-Anderson Bill.
These organizations felt that in as much as
the intermediate credit banks were to be owned
- and operated by the government and would have
the privilege of issuing tax free debentures
it was only reasonable to expect that Bhey o
could furnish cheaper .credit to the farmers than
they could get thru the regular banking channels.
Horeover, at this time the Federal Reserve sys-




(26) "

tem was distrustod by a considerable part of
our agricultural populaxion“l

After a hectic career both bills, along wtth_;w,,_,

several others, arrived in the hands of a cdnfaranééf 22

committee, The committee made an omnibus measure
out of five bills. It really appended bill to bill.; -:
This omnibus ﬁill was hqstily drawn so that it e
could pass Cbngress by kar. 4, 1923, Besides the
two bills already mentioned the new measure con-

tained the MeNarry B111 extending the life of the ‘f"

War Finance Corporation until the new institutions

could function; the Mchan Concurrent Resolution
‘appointing a commission io study the Federal Re-
‘servé system; and the Strong Bill amending the
‘Federal Farm LbanvAct of 1923, One would expect'
such an amalgamation of billls to possess elements
of waakﬁesé. Such was the Agricultural Credits
Kot of 1023,

-1, Jomrnal of Farm Economles Jan, 1925, Page 91.
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Federal Intermediate Credit Bank Districts
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Title I. Intermediate Credit Bamks.

or g anisation,- The newigqvern~:'ﬁi
ment banksfﬁre to be known as Intermediate Credit i)
‘ Banka. These are 4o be twelve in number. The& are 1e; ffJ
cated in the same cities with corresponding districts. v ,
as the Federal Farm Land Banks. Fig, 1, shows graphf?Astglfif“‘ 
ical this data. : ;} (
: The officers and directors of fhefLand,Bngﬁgg e A
are made ex-officio officers and dir;ctdrs’of the.néé‘; 
vbanks, These inétitutions have the usualprwer_of cgi.ﬁm"?‘-j".'ti'-;M‘~ -
‘porntions. Each bank is authorized to act as fisoal {f f* 5
agent of the United States when so directed by the ¥
Secretary of the Treasury.
| Bach bank has an: authorized capital stoek of
five million dollars: This is "to be dmbscribed, hﬁld
~ and paid by the Government of the United States'.
: The law gives the supervision of the new 3<W
Kaystem to the Federal Farm Loan Board., The Board has =
thé suthority to make necessary rules and regulations. f j
The Board has set forth purposes and poltbiéé~ﬁ
of the new system. v
| . "The intermediate credit banks were not S
ecreated as emergency agencles. They cannot there~ :
fore, be expected to take directly or indivestly .» =
inadequately secured paper. They were intended
by the law which brought them to existance to . . =
represent a permanent spstem of intermediate bank- .

ing, to handle farm credits for a longer period = - -
‘than ordinarily may be extended by banks of de~ Sl




y of ‘aobaninm W

calhteral is wphuized ‘bamaa a :-m.

amt cerpmtien ean not bc ezpocted tu mvuum;
_ the charaster and sbility of tho borrower. It mist
.’?T'_ggupt the endorsomnt of tho semnng W as to :.ii_"
gl o tho rutm. The Banks do not desl amctgx __& m
umers tut thm mtem:ataa. ARG O

7 Lour.u: & . ﬁiscountc. mm

govemd by See. 202 of Title I, Tntemodiate Credlt
Bank; my acseqpt po.pez mm comereial and savings
| m; asrleulmml credit oox»pomum, uvemx lm

T mg sysm,. By an amomhnent of last mcn, Nm_
Dol Agmam Creait r;orpczuuons may r‘dismt with in:
a'he paper mst hu.va "origimm in ﬂu ﬂm
m for nn ngriculm ma"ﬁ In ouzc GQ-' W"
& .f”m’uw markoting assooiations the papor must bo secured
T by warehouse receipts, negotnblc shippm aomm fnzi
| s..;_“.atmt%cl mortgaga:‘ I.oans an nwstack m not te_m'“
‘ | ‘mtydnw pex- mt or the mrlcet value of smh gom.




Rediacounts for banks are 11m1ted to twiee '
'»the paid up capital and. surplua. Other 1ntermediar£es f  ~'f';
Asq:may porrow not to exceed ten times the unimpaired cap- ,ﬁj;:
ital and surplus, ¥o individual may borrow to cxceed_i*f ‘\:
‘twonty per cent of the unimpaired capital and surplusf{'5”° ‘
'cf ths sanding aganoy, except whare the loans are se~?
. cured by livestock mortgagea or warehouse reoeipta.l'
Such loans may not excesd fifty per cent of tha'unim-i
», Pairod capital and aurplus. Maturities run fram a G
j minimum of slx months to a maximum of three years.;' ,t ;i'v.g
Every 1nstitution making use of the Intarb 3
mediate Credit. Bank must e willing to submit to
rigid examination. Aaricultural Credit Corporatiqnq
must have a paid up and unimpaired capital of at
least $10,000. Cooperative marketing assoclations A v
with capital stoeck may rediscaunt their members notes.  ;f£”$
They mist have the capital qualirications as the G
agricultural credit corporationsf ;
The value of collateral must be'maintalnad
.at. a1l ttmes. - The Banks have & right to demand more
ccllateral when necessary tq ksep up the seeurity
The Board may even direct that part of the capital
of a sending agency be 1nvasted in designatgdnge—i}‘
: ‘fcug;tias. : | | ; ’  ~;:~;E§_a_€fn?T€i
Much of,thawbﬁs§ness of the System,wiiirh. S
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be done on warehouse receipts. Receipts of Federal
bonded or acceptable State bonded warehouse are alone
accepted; Recelpts on the following goads will be
acceptable: .

"Grain, cotton, wool, tobacco, peanuts,
broom corn, beans (ineluding soy beans), rice,
alfalfa, and red-top seeds, hay, nuts, canned
fruits and vegetables, maple syrup, and dried
fruits. e

Several of the above commodities suggest
special warehousing problems, in addition to
the ordinary warehousing questions, which rust
be solved before loans or advances may be made"” 1

D 1scount Rate s,~ It was one of
the aims of the Act to secure reaéonabla discount
rates, BSec. 204 of the law carries this aim into |
effect.

"Any Federal Intermediate Credit Bank whieh
has made an issue of debentures under the pro-
vision of this title may thereafter establigh,
with the approval of the Federal Farm Loan Board,

- & rate of dlscount not exceeding by more than 1
per centum per annum the rate borne by its ek
preceding lssue of debentures. : ;

"(b) No organization entitled to the privileges
of this title, shall, without the approval of the
Federal Farm Loan Board, be allowed to dilscount
with any Federal Intermediate Credit Bank any note
or other obligation, upon whiech the original - :
borrower has been charged a rate of interest ex-
ceeding by more than 1li per centum per anmum the
discount rate of the Federal Intermediate Credit
Bank at the time such loan was made" g

Under the‘regulatory‘clause of the Aet the
Board has made one excepﬁion. ‘In case of livestock

loans the spread may be 2 per cent. This action was';

1.‘Regu1ations of the Federal Farm‘Loan Board.



.‘mir mkawﬂ. me t;a wter rd.aka catzth pam
Eoivs _mt honrmmﬁu. mﬂayuid.

,,l";f'_ff'f':ﬁmnwitiw” of the m:l ﬂavemmt, mf.u\_m
: dm tio exempt them from taxation by the States. m

z;md by any Bank of thc mw~ That f-‘ there “

| well us prinetple of debentures.

| mist be maintained at that figave at all :mu m
& &Ws, may ru.n far 2 longer period then m hy

Gl m mm of tho muam 13 natntainod.

no»ontungaotnar Saur#
or cagital, I:butplamodmtmtaffs
captmww the Banks should come from the salo of
W. z«xme of dammm is mom»d h,y éﬁ&
vm amed nx psr m.m gmmnt aama“mf
. llabiltty though the debontures have mm*m»

otWSmeW&oonmﬂmﬂm

‘":ifi:u%orlmklng uahiutn This appm ko mtaust u’

o  Dobentures have & maximum torm of riw
m security 1s the rediscomted paper. It is lmwo_
 theoated under niles established by the Loan Board. -

,‘m amrity mist equal the face of the «xobenm,'

«Wnpmaf

m. Banlm are. gzm tm X .vnm m
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A PPpliiecatlon O0f EBaval n g’a,~
The Intermediate Credit Banks must bear their share of
the expense incurred by the fiscal agency, the Loan
Board and the Loan Bureau. One-half the net earnlngs
are to go to the Federal.Government. The other half ‘
bullds a general reserve until it equals the capital
stock, After that ten per cent continues to this
reserve while the remainder is paid to the Un;tes

States as a franchise tax.

Title II. National Agricultural Credit

Gorporations and the Rediscount Corporations.

This Title contains the main features of
the Copper-lMcFadden Bill, It was based on the phil-
osophy that only goverrment encouragement was needed |
to solve the farm creditskﬁroblem. It was to aid
the livestock industry particularly, Government
supervision was instituted.

Natlonal Agricultural
Ereddlt Corporation 8,~ Any rive
natural persons may form such a corporation. Super-:‘
vision was givenathe comptroller of currency. The
capital was to be not less than $250,000. These »
corporations were to deal in paper very similar to

that dealt in by the Intermediate Credit Banks.
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; Maﬁuritieslwere in genéral the‘sama4 The interest
rates were not to exceed the legal rates of the Stata
‘1n which the loan originated, Land mortgagesmay be

taken as security in s ome cases. Loans may be made e

equal to the face of thé collateral, Amounts of loana ,j;:- it

to individuals are 11mited in the same manner as in‘ 
the Intermediata Credit System. :

Thase Credit corpOrations may issue de- -
bentures under the supervision of the comptroller.' :
They may not exoeed ten times the unimpaired oapgbalo;
¢ and surplus. They may,‘also, rediscount with Inﬁer—
mediate Credit Banks and the Rediscount Corporations‘
'(to be described later) A

The National Agricultural Corporations are
subject to the same taxation as are national banks.
Neither are their debentures tax free. 'Horo,vthay
are at a_great disadvantage with the Intermodiaté:_j
Credit Banks. s

 Like the Infermediate Credit Banks the :
o”Secretary of the Treasury may appoint fiscal agents  '”
of tho Federal Government.

Fadisin unt Corporation s,-'t"x

| Hational Agricultural Credit Corporations with a s
- capital of $1,000, 000 may enter the rediscount field¢v,
It may take paper from any National Agrioultureacrodiy,
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"Cbrporatiéh_or from.membéra«of’ﬁhg3§gderal Reaaryaf ;‘3jw1,;
Syatem;_wfligible paper-muét ﬁhVe'the‘same qualifi-ﬁffﬁ.Va;%ié

'”: oatians as deecribed for National Agrioultural C!@*f <
- dlts Corporations. | ‘;,:\“M &
| Such rediacount corporations have the ‘:”;Hib”u
vprivilege of 1ssuing debenturea under similar ¥e~{:£hi

T atrintions. They too, may rediacount with the Inter—E;
e mediate Credit Banks. i

In fact they are really little more than
j\anlargad National Agricultural Gredits Corporations.
Title IV. Amendmenxs.gg,tha Federal,gg-_

; Thara are several provisionq of importance_: ' |
The first permits the rediscounts of agricultural and pf7f
11vestock paper for a period of nine months. Tﬁe ke

 second providss for the rediscounting of paper held*

?be the Intermediate crediﬁ Banks, provided su@h paparv;; & p‘f~
' f'doea not bear the endorsement of a State bank or Trugt

' ‘ZZCOmpany which 13 eligible to the Resorve System. Thefgfy* 

o Reserve Banks may traffic in debentures of the Inter-if;?ff’r

"mediate Credit Banks and tha National Agricultural 2 7
"jzfcradit Corporations, on tha same basis as thay trade fiét;’ i;i 
1 Federal Farm Lend Bank Bonds. The third proviaioni;ffltf“f*
s allows the redixeounting of sight or demand billa or =

> 'exchange dramn against shipping documenta.. Th.se‘areﬂ g[?lﬁ,fu



iigie &
e

Res
a)







SOURCE OF FUNDS FOR AND CHANNELS OF DISTRIBUTION OF THE
INSTITLTIONS 3ET UP UNDER ‘THE AGRICULTURAL ACT OF /9258

FED. RESERVE U.5. TREAS. e S R
T __BANKS CAP STOCK  DEBENTURES |
~ 2 i :
T < e
| o : Y |
| |
‘L INTERMEDIATE CREDIT -
i FEDISCOUNT i
| BANKS . CORFARATION i
|

e el . . e e & |
[ - Y i
! } Y ‘ : |
| . , i ' :
COMM'L LIvE STok|  |AGR. CR. COORMKT | NAT'L.AGR.| __ _ _|

BANKS LoaN co. | CORFE ADIN | CR. CORFP,

{ 7 . i
l I | LEGENT
INTER.CR. BANKS
MASS OF INDIVIDUAL FARMERS FED. PEOERYENS —— — — —
MTLACRIRGRE — — — ——

rieg










 (a1)

_ Tﬁé consolidated balan¢e shget ofﬁiast
,Eécember-éhpwed loans and discounts of only
$62,000,000.  The tendency is away from private
~and store.credit to bank.eredit.‘ Therefore, it
seems safe to say that commercial banks are more
satisfactory sources of agﬁiéuitural credit than in "';
1923, 5

Nationa 1 A g ric unilituras 1

~.C redit Corporwations,As vet there
- have been no corporationa‘formed.l It is doubtful,it :
any ever will be. They have no special privilege as
has the Intermediate Credit Bank. The capital re-
quirement is large for a mere lend;ng corporation
and hardly large enough to successfully float de-
bentures. The President's Agriculturel Conference
believed that granting rediscount’privileges with
the Intermediate Credit Bank would stimulate théirv
formation., The above was belleved, for the livestock ‘"
“industry sad2y needs more intermediaries. The suggestion »
. was made igw last March.' It remains to be seen what
doiies oF that: aetion. |

| It 1s impOSSible to operate a Rediscount
Gorporation until several of the first degree cor
 porations are in cperation, There is a‘larger capitglyf

=

s . ———

1.Letter from J.,W. MeIntosh Deputy Controller, dated
Oct 24, 1924,




requirvement for these than the first mentioned in-

stitutions. Hence, they are less likely to be organ- |

ized, This is especially true since they may’re&isé,'”whﬂ”

count with the Intermediate Credit Banks. -Tha»Athd*;?>
ment destroyed their chief funetion, A Vo

Intermadtate Cradair =
Banks,- If these Banks 1live up to expactationlef
of thair“friends‘they will: | -

1. Enable banks to make loans to farmers . ,J 5

which formerly would have been unsgafe, due to4the :

term. v '
2. Insure the farmer, stockman and the

vcodperati?é marketing’association against credit

stringenéy in the future. . ’
’vThe Act of 1923 has not increased the

country banker's willingness to extend the term on

loans. Banks have made practically no use of the

new System. The shorter term allows the Banker to o

~keep in closer touch with the client. If the se-
curity declines in value more may bé demanded or the
loan called.
The following quotation offers another
explanation: ‘ '
"careful study of the matter forces one‘tdi;

the conclusion that the rural banker is very
: qften like the horse in the proverb. Uncle Sam:
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-~ can lead him to water, but he can't make him
~drink, Congress has established Intermediate
Credit Banks with practically unlinited funds,
to be used in rediscounting, at a present rate
of 4% per cent, or under, any "note, draft, bill
of exchange ...or other such obligation, the
broceeds of which have been advanced or used in
the filrst instance for any agricultural purpose,
or for the ralsing, breeding, fattening or mar-
keting of livestock," It 1s provided, however,
that no tank shall, without the approval of the
Federal Farm Loan Board, be allowed to disecount
with any Intermediate Credit Bank any note or -
other obligation upon which the original borrower
has been charged a rate of interest exceeding by
more than 1% per cent per annum the discount . -
rate of the Federal Intermediate Credit Bank at
the time such loan was made....,. : :

(Banks may avail).......... AT P K
ceve ssssthemselves of this opportunity for pro-
fit; but many are not~-for the simple reason that
they’ already have, in all probabllity, a large
volume of such notes upon which they are charging
the borrowers 8 per cent. If they loan Farmer :
Jones or any other borrower at 6 per cent, in-
tending to rediscount his note at an Intermediate =

- Credit Bank and make this profit of 15 per cent,
they know he will probably tell his neighbors that

he 1s getting money at 6 per cent, and they will By

therefore have to reduce the rate on all other

- loans, ; : e £

"The doss of 2 per cent on the considerable
volumn of notes already discounted would exceed
the profit of 1% per cent on the comparatively
few notes they would rediscount with the Inter~
mediate Credit Bank. Rather than submit to this
loss, they forgo the privilege of rediscounting

~ with the Intermediate Credit Bank, and econtinue

. to charge Farmer Jones and all their other cus~ v
tomers 8 per cent. In other words, the Government
has offered them a facility which it is not te
thefr selfish interest to use"l ‘

In the Far Wesy rates have been 7 and 8 per
cent through all the months of cheap money. The banks.

1. Editorial, Saturday Evening Post, Aﬁr..4- 1935;*7'
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had plenty of funds. This is proved by ﬁha smallnesa Q;gf'

of diacounts with Reaerve Banks, Evidently they prgnif, e

' ferred to keep tha rates high and make fewar Ioans than V;fj”’

to 1ncrease volume at lowar rates.

; "If the Federal Reserve System were closed ta.w
eountry banks there would exist a strong case far ths
new system. If money from the central money markats %

could not reach ‘the country bank the Intermediata Credib-f 

Banks would serve a m0st useful purpoae‘ The Federal
Reserve System plus a netwcrk of correspendents re-

moves the "ifs".

Perhaps in time the commercial bank's attitude

will changé to one of greater service. Less than 13 |
per cent of.advances dutstanding:at the first of ﬁhe
year were made to banks. - ' ' :
The Act permits rediscounts from agricultural

i ¢redit corporations.r These -are speeialized 1nstitutionx =

~dea11ng in farm paper. Farmers may, thus, borrow fram

~the Intermediate Credit Banks without the use of the

~ local bank. Some of theze have been organizad 1n eash
district. The rollowing list shows the mumber so or-

| Banized:
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'Qgricultural Credit COrpgrﬁtions'by Dis- .f‘

trict, Buggst 1, 1924, ©

Distriet, No. - Blatriok, Mo,
Springfield 3, Omgha, - 48
Baltimore Sow > - Wichita 38
Columbia 10 Houston 12
Louisville 2 . Berkeley 1
St. Louts 21 Spokane 7
Sty Paul = 1oz New Orleans &

The larger number have been organizpd theéé

* bank failures have been most prevalent, The greater
part have been organized in conjunhtipn with eoﬁntry
banks. Many over-embended banks have organized these
subgidiary porporations in an attempt to get loans

from the Inﬁermedlate Credit Banks upon security of
 less value than that demanded by either the Federal
Reserve Banks or oarfespundents. TNeedless to say}thay ~
were 1n.m03t‘eases digappointed. 1In cormenting on this
; éituation'the Federal Farm Loan Board writes;

T SR i oF States bankers and farmers

have organized agricultural ecredit corporations
under State laws in order that farmers may ot
_ Bupplied with funds through rediscounts by the
~Intermediate credit banks for crop-production
purposes. The intermediate credit banlkcs haye . e o
properly insisted that such organizations should
be adequately capitalized and have efficient man- =
agement. These banks cannot afford to depart from -

1. The 1ist and discusaion following is adopted :
Econ. Jan. 1925, "Has Rural credit leglslation e
7 Bone far Inough, and ia the Right Divection?"- ' =

- . from Slaud L. Bemnerts Article in the . of Farm




1?;*j:judgmént,~ A Iittle speculation 13 not out of plaee,,;f
o If competition is offared the banks grave canseqnencé _
Rl may result. e the coz‘parations get the better cls:aa

" ordo without, The Intormediste Oredlt Banks will onlyf‘ ik

wellﬂeétablishad bﬁnking practices in so far as e
- sound management of rediscounting agencies and w&i
secured loans are concerned. They are in pnsihiﬁna

to give longer maturitles than banks of deposit,
but in all essentlal respects thelr requireme
¢an not differ from those of safely canducted,
cial banking 1nstitutions. =

Theae corporations are too new to deservs

éxiof P&per tha bankﬂr will have to keep the PQO? PaPﬁ’

";;accapt the best ef security. Hence, the oorparatian

"*rffwill get the best clienta or go out of business, If;v,

""=;_ tha ﬁorperations are suceessful they will work a‘ffl,"n’

wJ7,hardship on tha eountry banks. The farmer who neads
i;fitbe eredit the worst will at best have to pay high

" pates. He will have to make up for Tost mmess. G

'? T>few’communit1as is there room for more financial in-‘v“”’}ﬁ

af; ;;t1tut10n3* Prsbably banka will have to be more liberal

'E'fgin terms ﬁf thsy des ire to vemain in the fanm eredit
"‘*;;field, The develgpment of thsse GOrporations will

;@;Inarease 1n 1ibern11ty was certainly contemplated by :
: ‘iaégthe Aet. This proaess may take Yaﬁrﬂ' It/W111¢P?t %

7'@ {€2310 Eighﬁh Annual Rapert ef tha Federal Fanm Lean Boa

:z'hmar watehing¢ Perhaps the mission of these eorper« té;ﬁi?
 fVat1ons wiil be to liberalize terms to favmers by banka#ﬁf:7

5 --&'e—




"fxa;w-plated by the Act.

"fff[ithﬂ nscessary aupply or 1ntermodiate credit?

uggf1? p°nd s thingﬁ' The first 15 the canditian of

' ,{F‘is maintained. In such a stats, funds of Interma~~’t

‘ﬁ{fibantures., It 15 queationable if debenbures bearing

4 i-to paaa haaty judgment on ‘the System.ﬁ ﬁgarcely t'o
i years have passed 4 fnon ths bankn begnn to funetioni =

Banks as yet have not been mor& liberal, as contgm.v‘f_,
Will the Intermediéte OreditvSystembin#géa‘ ié{? 
The anawaﬁ to the above queaticn wiiz‘ag- ?ixﬁf“

the nation‘s bank r933TV88, the seccnd 18 tha abilitYi ;“/'

/ tc sell dabenturas.

Whan bank reserves are axhauaﬁed na maré
7f;credit may be given. Tbat 1a if the gold atandard

_diate oredit Banks can come only from sale of é@~\f 

‘tha lawrul rate or six per'cent would find a reaﬂy

. mavkeb. The Intermediate Oredit Banks would see thatﬂ.'

"z”iasriguleure get its fair shara of eredif in such a

“~fjnrisis.. But to assert that thare will aluaya ba  {} 1”

dant credit 13 overatating the case.v_’

C e e g grieultural sredits Act of 1923.... &

- underestimates the ability of the country baaka
© and the Federal Reserve Systam to. grant this
-+ kind of credit (Intermediate) It was fremed

- upon the mistaken idea that country banks wauld

extend loans to farmers from nine mantha o
_three years if a pvediscount service was fu V?g
. . them., In an, attempt to make the farmerS‘aama*
I *wﬁat free from their looal banka, a mathsﬁ ig
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~.some 90 million dollars. In the face of easy

money last fall this is tmly a remarkable:récérd
for the two year old System. ;

~ The following table shows borrowing in-
BEL G Coriy nridt the amounts outstanding on Dec, 31,
1924, ' The table includes the consolidated report
and that of the Spokane Bank; e e
Wi Table II, T

Showing types of institutions using the

Intermediate Credit Bank System, and the amount of
Credit each type had outstanding on Dec. Si)8
for the System as a whole and the Spokane Bank es-

pecially : il
Type of Intermed- Conaolidated Toans & Loans andhEIE-
iary. discounts of the 12. counts of the
‘ Spokane Bank,
_—— - ==
Total ~Loans and i Rvall 14 SR TSR
Discounta. , 62,267,076.,95  1,713,892,32
National Benks 26,680.07 = - - = -
State Banks ' oY 81, 188 8 - " 3,000,00
Savings and Trust
Companies 169,364,500 - - L
Agricultural Cred- Nk S S e
it Corporations. - 9,787,005, 30 62,692.85
Livestock Loan Cos. 7,964 ,515,.54 : ,495 727 Bl
Cooperative Market- b ki A »
ing Assns. Total--- 43,507,440.76 152,472.20
' Cotton - 13,£13,890.00 # .-
Tobacco 20,274,280.,27 == = = = = =
Wheat 2,644, 672 7o 126,972.20
Raisins & OOO 000.00 . 257506560
Prunes 1 500,000 ¢ i TR
Wool 33,652,65 RI.S20,00
Canned fruit & : :
Vegetables~ 569,824.19 - - - -
L BT .. el0:819,8) - - - - =
Red Top seed, 23, 000 R - - -
Peanuts, 324, 387 01 - - .-
Broom Corn 107,477.00 o Pl e
Olive 01l 25,000.00 - - oa

b | APlnas MalTan Pamen Okl Davand A9 TaAa Drasmn T ses TAisessd
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'  Dividing the amount of advances outa'banding i
~ into the total advances made gives a'term_of'ﬁﬁcgﬁggiﬁgmvf‘ .
months, This;is the term which the Féderal Rgséﬁiofﬁhy =

rediscount, Iowever, many of the sending agenciga’a?é‘,‘f';'”

bqt eligible to the Reserve System, That meaﬁs_ﬁhbfir
ingtitutions for which the new Banks were created gr§2,::ﬁ
using them, Two-thirds of the advances were tc’erpéé~  f:
S etive marketing associstions and livestoek loan com-
panies, Banks had less than a million dollars. e
Leaving out the advances to eooperativ&avW 
'62.6% of the remainder were basedvon cattle and other
livestock, ’

: "The intermediate credit banks have always
been in a position to handle well secured cattle
peper. The difficulty has been thé lack of re-
discounting agencies.--- :

~"The banks are sympathetic and anxlous to
make thelr resources available to every eligible
applicant who can offer proper security. They '
are also prepared to render any assistance in
setting up local grganizations to make the ser-
vice available,.” ' : ' : :

- "loney 1s losned", says an gfficer of the )
Spokane Intermediate Credit .y not only on
~eattle (dairy, feeder, breeding and range) but-
also on sheep. It is loaned on the sheep on the
rthge,ﬁand wool on the sheep or in the sheared
fleece ki : s ~ :

: This gives ample credit to sheepmen. The i
: orthbdax,typé loans are madé on dairy cattle, On %
- other types, the logn fits the needs of the barrowerg,_f~§'“"‘

- .

1. Eighth Annual Report of Fed. Farm Loan Board. - =
2. Geo. C, Jewett in an Address in Eugene Ore, Jan.21,1925.
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An effort was exerted to get the business
of cooperative marketing associations. Very little
business was done in the Pacific North West. In the
south tobacco and cotton associations furnished cdn—‘
siderable business. There is a future in such activi-
ties, ‘ :

"The Federal intermediate credit banks have
assured the financial stability and permanence of
thesp assoclations by providing them with long-
term advances, at reasonable cost, and regardless
of temporary fluctuations in the money markets.

~ "Commércial banks have cooperated by furnish-
ing short-term eredits. One system has proved com-
plementary to the other, and helpful results to the
associations naturally followed, AT

- "It is believed that no cooperative marketing
organization in the entire country has failed in
the slightest degree to obtain from the interme-
diate credit banks not only everything it was en- S
titled to receive but also substantially everything
it ‘asked for. The board and banks have been tireless
in aiding in the organization of agencies handling
types of commodities which may be satisfactorily
warehoused and upon which loans may be made safely
for six months or longer.

"During 1924 interest rates were low and money
was plentiful. Cooperatives were tempted, there-

- fore, to obtain a dlsproportionate share of their ;
requirements from commercial banks regardless of the
length of time the credits would be required, whereas
in 1923 an opposite condition prevailed, and because
the intermediate credit bank rate was lower they in-
clined to gcome to us for most of their funds. The :
policy of the board has been to encourage these asso-
clations to disregard minor differences in costs and
to differentiate the natural maturities of their
borrowings,placing short-time p-per with commer-
cial banks, at the market, and their long-time pa-~

~ per with the intermediate credit banks. tear in and
year out, then, they would be-adequately financed.
They would be assured of an opportunity to conduct
an gll-the-year-round orderly marketing program.

- "To this end the service of the intermediate
credit banks has been unexampled,

- —

1. From 8th Annual Report of Federal Farm Loan Bd.
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So successful is this service that Iir, Jew~rm:;lf
ett asserted, "The presant generation of businssaman

have solved the finance problam of cooperative market— &

ing asspciations through the Intermediate Credit Baﬂks, f’

but it 1s up to the caming,ganeration to solve ths
marketing problem," “’ :

‘ Prior to the present many cooperatives
‘.had been killed by lack of eredit. ~The,”disp1aced"
‘.aggncies had sufficient power;to shut off credit, -
_sald Nr, Jewett in substance. If the Credit Banks =
-~ do nothing else but foster the cooperative movement _5i
they will be well worth while. The six months mini~

. mum 1s a great disadvantage in financing coopera-

tives, This necessitates the maintenance of lineé_ﬁt 
of oredit in two separate systems..

The Banks did not c¢all for payment of ‘
but $2,000,000 of the subscribod capital stock. ,mh§ f
rqmaindér will be called only in case of éme#généy.l
Most of their funds comé from debentures. There*wer§‘ 
negrly'$50,000,000 outaténding at the first of the
~syear, This 1s over twice the paid in capitai;v_

"The 1ntermediate eredlt banks have ex-

~perienced no difficulty in procuring adequate funda; »
to meet legitimate demands made upon them. e e e

- -

1. Mr. Jewett's Address, as abovel
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"During the year we were able, by reason
of the favorable debenture market, to reduce
the interest rate on direct loans to 4% per
cent and on rediscounts to & per cent. The -
difference in rate 1s due to the fact that most
of the rediscounts are for a longer term than
the direct loans to cooperative marketing asso-
ciabions, It is deemed advisable, when com-
mitments or rediscounts are made, that debentures
‘be sold covering the period of the commitment.
Then advances are made to cooperative marking
assoclations they are as a rule for a period

~ of six months. On rediscounts commitments are
made for one and sometimes for two and three
years., The debenture sold against the shorter
term maturity is marketed at a less rate than
the debenture sold against the longer term
maturity. The difference in rate, therefore,
appeared fair to all concerned." 1

Dividends were small last year, They
were less than & half million dollars on a capltal-
ization of $24,000,000. No doubt earnings will in-
crease with age. Thus far the Banks have been ws11~‘
managed, Sound policies have been_followed. If such
‘continue to be followed there can be little doubt as

to a sueceessful future.

Intermediate Credit in Oregon,

What was saild about the Federal Reserve ‘
System and the National Agricultural credit system e
“in the discussion on the national situation,,aﬁpi@éé;z’ ?w
equally to Oregon. | ' i

- —

1. Eighth Report of the Federal Farm Loan Board.
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ST Oregon institutions borrowed about $645,000
dnring 1924 from the Spokana Bank. The livestock and
5 wocl,interests seem to be the chief borrowera./_‘ :

- An analysis of the balance sheet of ths
Spokane Intermsdiate Credit Bank shows Assets or
6-2/3 millton dollars, $3,000,000 of which is ﬁhe N
 uncal1ed capital stook, Loans end discounts amaunt 'f
(o %y about $5,500,000, Half of this represented to-  f'

1 suen 1nvest-:5

bﬁccofpapér,from the Louisville Bank,
ment ka§t‘fnﬁds working; It renders unneqessary_the "
: flaating of debentures by the Loulsville Bank. S
. turn the Spokane Bank had borrowed, on thirty to g i

:sixty dey paper, $500, 000 from local Spokane Banks. :ii:”"u}‘
This tided the interim between debenture issues.?' g
'Earnings were slightly above the average. Nost of

tha bnsineas of the Spokane Bank was dans in Montana»I

.cn livestook loans.

But to return to Oregon, There is at

yleast one dairy loan company that.makes use of the
vlspokane Bank, Loans up %0 $55 00 to $40.00 are :
1 "made per cow, depending upon the value of stqak? e,

Theae are of tha usual twenty month loans.
: Other livostcck 1nterest will unqueationably
"Vmake greater use in the future than at present. vReéfgif_.j

-‘—“-- g

v, 1¢ From letter frem Bank dated Apr. 25, 1925.




g X Letter of Nov. 24, 1924.

‘cently ths‘spreadvbetwqeﬁ the loan réte‘and'rédis-“ 0
 count rate was inereased to 2} per cent. The onlﬁ‘k'”‘f:
'riticism made by cattle loan’companies wasktﬁat ;“
of too narrow a Spread in rates, They had been
. 1oaning at 8% per.cent.1 The Intermediate Gredit
Bank rate would iimit them to T3 per cent. rhaf
';bregdn livestoeck paper is soidvinaEastern moﬁGY"
centers., 2
‘ : Wbol'groweré have largely used the SPQ*L_?}
kane institution. The Pacific cooperative Wool
Growers write: "We were the first cooperativeVOrf e 4
genization to borrow froﬁ'the'Federal-Intarmediata_*,aff‘
Omedit Béwkc and will eonbifine 46 4 so ab tnk e
‘of aaveral.hundred thousand dollars per year;..,1  :

"It would be an added convenience for}ﬁs if
the loan with a shorter maturity than six montha |
could be negotiated.” _ o :
Other cocperatives have made practically .  *~.;h7;f 
no use of the Spokane Bank. The grain growers S i
assoclation has 1ndef1n1tely.sgspended-¢pgrations;x7**“
The frult growers aSséci#ﬁion‘faée,a warehoualng~f¥fw>§{g?<u
- problem that wili take t:f.m to ovarcome. Heithérﬂ it e
. Federal nor State warehOuaea‘may 1ssue nagotiablel %  
,kreceipts on canned goods or dried fruits, If the o

~cooperative marketing association~is incorporated,;;5;

- — e - --.-‘--d...— .

3 1. Letter Portland cattle Loan Go. Nov. 19, 1924,_¥ €£’5
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1t mey rediscount the notes of its members. At th§’ f e

present ths would ‘save the members at least 2 per
eent per annum on borrowed fuhds, Otherwise the
fruit growers' assoclation can not use the new'aygtem3

The general égricultural credit situation‘
in Oregon secms satisfactory. Nearly all money'is
7per cent. But this 1s what all industries pay.
_Any solvent farmer will be able tqfinéncé his,pro?
ductive needs.

Mr. C. H. Baily of the Oregon Grange,

~ writes: "There are plenty of credit facilities

available for the farmer. In fact he has been
- snowed under an avalanche of eredit, until now he
hardly has his head above water“l - |
| Mir, E.5. Faville of the "Western Farm§r".,'
was asked the question "Are there plenty of credit
facilities for the Oregon farmer?" He answered,
' "je think he has if he will avail himself of the
Federal Parm Land Bank and the Intermedfate Credit
e g | : '>4 TR
Nir, Ralph P, Laird, Vice President of the
OregonvFarmer'siEducational and Cooperative Unian,vf
eXpiesses another viewpoint., He stressed, in an

1. Letter of May 5th, 1924,
2. Letter of May 7, 1924,



g

interview, the following points.

1, Generally speaklng it is too easy for farmers i
to get loans.

2, Many farmers who could use loans to «advantage
and who could liquddate the loan are turned down, Ve
many are given less credit than needed. (He was speak~ s
ing of furmers who were trying to use the Federal ‘
Farm Land-Banka but thought the same applied to the
newer system of Intermediate credits. He did not know
the §eason but supposed it was a technicality in the
law.

3. The farmers were disappointed with the'Inter-

- mediate Credit system because they could not get loans T8

directly from the government, There is too much red
tape in the system. Thils accounts in part, for the
- few members of farmers!' organizations using that System,

4, The Farmers want markets, not credit. If they
could profitably sell what they ralse there would be
little complaint as to credit.

5. Cooperative marketing will ald very much in
overcoming the ills of the producer. The farmer's
problems will be a long way toward solved when he is
able to sell directly to the consumer. Farmers must
organize and must be ready to pay for the benefits
derived from cooperation. He, the farmer, must not
Uiiek" 1if otheors benefit besides those cooperating
who pay nothing toward the good results obtained.
Outsiders always gain from cooperative efforts.,

There is much truth in what he says. But'
credit will always be needed to market crops orderly.
Alsp, money is needed,to produce the erop, To meet
these needs the Intermediate Credit Bank System‘wnéff’
organized. " : =

The dairy, wool and livestock industriaéiinf;”’”
Oregon. . will find profitable use of the 1ntermed1ﬁt§"
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be furnlshed by these banks, Farmers_felt-thd:4banks
were hot sympathetic toward farm loan needs,

Remedies suggested were firsg,cooperative
eredit endeavors similar to those of Germany or to
the French Syndicate systems. The other plans weve
government alded or supervised institutilons.

During the war period the farmers were
ablé.to operate on a cash basis. The cry for relief
subsided until the erisis periéd. The farmers organé;
ized politically and were able to bring pressure to
bear on Congress to get action., After two years’@fi
fighting the Act of 1923 was passed. Because Congrqsé
could not agree on any oné plan the Act was made gn'
omnibus measure. Naturally there were elements of
weakness. The greatest is the provision for two s&pQ 2
arate and competing sets of institutions. One the )”
gdéernmeﬁt owned and privileged, Intermediate Credit
Banks; the other the privately owned and non-priviiégéd\
National Agricultural Credit Corporations. The farmer*
gl rediscounted paper with matnrities of six monﬁhs to :
three years. The farmers reeeived their 1oans thru
- local banks, agricultural crqdit corporations or ‘coop=
erative marketing associations. The second systam j‘
being without privilege had little chance to auecead

Ebne have been organized and ave not likely te be.



g Govormnont am will br!.ng qumker remlts
- "than private enterpriae when fuced with uuch pm-
. blems as the Act of 1923 tx-ied to solve, Immdiate

o mmltn wom wanted. Gevemental aid was thdmfnﬁ

sought. Federal legj.;labion was doaimd as tha pm-v e

bIem was national in aoope. : . A
Besides croaxxng the deseribed inatitution; ~u\%§;;

the Federal A&ﬁ/grnttly,libornlized.Stata banks caula el

¢ entax- the Raserve Syatm more aasuy; maturitiers 2

s on sligihle agrimltural paper were 1engthenod tc nine i

‘monthso the Reserve Banks can now rediscount alght

and demand bills backed by shipping aocunenzs on

-»staple agriculmral produots. St s

i Agmoultuml eredit facilities were &mmcbuav o

. 1y enlarged by he lot of 1925, Outside the aasarv;’g"

System the Intomdiate Credit Banks shm.ld hnmih met
of the paper. ‘The future of these inatitutions muy
'ba surmarized as followa*

& It 1: very ux;.likely that cmminl banku
¢ *will use t.he new inatitutions, »-hey p:-efar tq lm ma

' “ shar‘!:er periods, ranmving m)tes when advisahle. ﬂm e

_ Pedez-al Reaerva System I'ux-nishea pIenty of eradﬁ in 35
:mch euga, ’I’hm a system of corxespondenta the rmx.«- %
: 1(:1:95 of the Resorvo Banks are available to all mn-

“mr banks. The latter ayatem doea not ﬂ.x :'atat

| "_"3'1&:115 the fomar doas. The commerelal banks prgfnr h‘a R
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