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Special Committee fo Study Problems of
American Smal{ Business

Avgust 31, 1942

Hon. Marriner S, Eccles
Chairmen, Federal Reserve System
Federal Reserve Building
Washington, D. C,

Dear Sir:

I know you will be interested in the attached
press release setting fortbh the plan for the fall
hearings of the Small Business Committee.

The proposed measures bear sharply upon a number
of questions in which you are much interested and we
shall hope to have some constructive suggestions from
you when the time comes,

We shall be glad to discuss the program in greater
detail with you at your convenience.

Sincerely yours,

Chairman
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FULTURE RELEMEE

SENATY SMALL FUSINEES COMMI'TTEE For llorning paners
Foom 13-3, Senate Office Building of September 1, 1942

Wachington, L. C., Eeptember 1 - Senator Jamee E. Murray, Chaimen of the
Senate Committee on Small Bueiness, announced today that hearings will begin
September 28 on an interesting series of proposals for the relief of small busi-
ness concerns hard hit by the war effort.

The Committee has fostered and succéeded in securing the passege of the
‘maller Wer Plants Bill for the mzsistance of smell manufacturers, and Senate
Bill 2715 for relief to concerns with rationed commodities on their hends. It
has two other bill: now pending ir ferate Ccnmittees: Senate Bill 2560 pro-
vidirg & plan for recapping tires for necescary civilian uses, and Senate Bill
166€ decigned to coordinate rederal reporting services so as to eliminate dupli-
cation ané recduce the heavy burden of reoporte requested ¢f btusinecs concerns by
Government agencice.

At the hearinaze scheduled, recomuendctinne affecting tlhe whole buciness
structure of the country will be considered. CSome proposels will include legic-
lation to help small business concorns siay in businecs or liquidate their busi-
nesges in an orcferly fashion, without resorting to barkruptey. wther propnsals
will suggest improved Federul policiss on price control, rationing, inventory
control, concentration of eiviiian produstion, promotion of snbetitute products,ete.

It is expected that a proposal will bte presented to ret up a special govern~
ment tund ol §25%,000,000 to train wmsll businese men who huve closed dovm their
former bucinesscs and to prepare them for executive work in war factorics and war
cgencies, where there is s shortage of high calibre administrative pereconnel.

Plans will be presented for cooperative assistence bhetween business con-
cerne along the lines of the Englich systaan under which concerns closing are
asslisted by those raasining open.

Finoneial advances fiom the Reconstruction Finance Corporation or some
similar povernment agency are proposed for htusiness concerns unable to meet fixed
obligations euch as leeses end contracts entercd into before the war came, but
which are now threatening to bankrupt concerns whore their business has been
rendered unprofitahle by povernment restrictious or repulations. An effort will
bhe made 10-Tind a source of permanent risk cepitzl to enable :mall businesses to
expend their operations wherc desirable and to pive them long time finenciel
backing so they may muet competition from big husiness when the wer hLas ended.

"The present emergencey presents a sltuation where thoussnds of smell busi-
ne:s concerns ere either going to be forced out of the picture," Senator Murrey
seid, "or be so weaskencd thet when the war ic ended, they wili be unsble to cerry
cn end big business with ite great finencial and politicel power will come into
control of tlhe majcr portion of the American bucsiness field. ‘The Committee is
seeking a solution for these problems and has extended an invitation to business
orgenizations and experts who have studied these problans to present their views
as to how the situation cen best ba met.

"Detaniled figures never befors made public will be prescnted by the repre-
sentatives from the Department of Coumerce on the businmss outlook for specific
retail trades during 1945 nnd for the duration of the war," Senator Murray coid.,
*§hile the war hss been on, various trades have been attempting to make their own
forecusts, but these figures gathered by Conmerce lepariment experts will be the
first really authoritative figures available and should be of enormous intere:t
£t business men concerned about what the war will do to them.”

The Cormittee already has notice of e number of plans which will be gub-
mitted. Thé American Businoess Congress, o small bueineecs men'e organization from
the vicinity of New York City will propose & measure to be known es "The American
Business Conservation Act", the purposes and provieions of which are as follovs:

1. ORTECTIVES

n. ‘To safeguard the nationsl economy.
b. To protect sclvent businecses from enforced bankruptey
resulting from war restrictione andé regulations.
MORE
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¢. To wmvoid placing a disproportionste shere of the wer burden
on business men threatened with loss of virtually their
entire capital due to suck restrictions.

é. To vrovide for the &rderly liquidation or rehalbilitation of
such businesces, thus averting the lose of reputation and
disruption of community life resulting from businecs failures.

2. GENFRAL PROVISIONS

a. A governmnent edministrator is appointed to zmdminister the
act, His duties: to investignte and pass upon the
eligibility of the applicant for relief; to grant or
reject said applicutions.

b. Only a solvent business threstened with eubetential impair-
ment of cspitel due to war regulatione is eligible for
relief,

¢. A proprietor may elect to liguidate or rehabilitaete his
husiness; said liquidstion or rehzbilitation to bYe com-
pleted within one year. The administretor may grant cx-
tensions.

1. An "Assets Conversion Corporation" is crecated to buy, sell
or hold asczts of & propriecwver ir liquidation.

e. IDuring the relief period all lawenits, claims erd judgments
evre stayed,

. The Administrator may provide for arbvitretion leading to
modification or cancell=tion of leases and octher sxecu~
tory contrazts whlch threater substzantial iipairment of
proprietor's capital. If arbitration is unsuccessful,
the Administrator placee the facts at issue hefore the
U. &, District Court for final di sposition.

g. IN LIQUIDATION:

I. Proprietor may elect to rgell his assete to "Assets
Conversion Corporstion".

IT. All just c¢reditorc' claims aro paid in tull before
withdrawaul of capital by proprietor.

h, IN KEHABILITATION:

I. The Aéministrator mey direct Reconetruction: Finance
Corporation to advence @ losm up to §£9,000 to
g proprietor, with or without security vhere
n=cessary to the orderly rehabilitation of buci-
ness,

The fmerican &mall Buesiness Urganlzatione, Inc., with ite principal
offices in Chicago, will present a bill to be known ac "The War Distress Business
Loans Corporation Act" intonded to relicve the financiel herdehip of amall bdusi-
ness moncerns resulting from the war effort.

It scte up & govermuent corporstion to be controlled by a board of 7
directors, with a capitul stock of two hunired million dollars end with the power
to borrov five times that amourt. The Corporation would be mpowered to meke
lotns or advances t0 enable small buzinces concerns which face finenclel hard-
ghip end distress attributable to the war, to defray, during the period of the
war emergency, the minimum fixed charges and meintenance costs of cuch buciness
concerns which are unable to secure finencial sesistance from the ucual eredit
chennels. Such loans or advances would be made oither directly or in cooperation
with banks‘or other lending institutions.

This bill, embodying broad powers, would provide assistauce of almost
any type to business institutions adversely affecte¢ by the war so long ac the
means were determined by its Board of Directors to be approprictc.

A bill to’be eonsidered which is understocd to have the cupport of import-
ant executives of the War Production Board, has for its purpose reilef for monu-
facturing concerne which can neither be used in war production nor essential
eivilian production end which have been forced to cloce becmuse of war regulstions
priorities, etc. This measure proposes that the Smseller War Piants Corporation
{establithed by Senate Bill 2250 and sponsored by the Senote Committee on fmall
usi nese) would be given power to determine tle menmufacturing plants in need of
ascslstarce and finences would be provided through the K.F.C. or some similar
agency t0 defray minimum fixed charges and meintenancc costs during the period
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of enforced chutdown. The eesentisl expenses to be paid would include texes,
insursuce, interest and necessary upkecp cost, but not the coct of improvements
nor amortizetion upon debts. The measire would provide alco leans frowm the

came source at favorable interest rates to enable such plants to carry inventories
ant to re-establish their setivities after the war 4 ondza.

Sengtor James 1. Mead of Now York, & member of the Comittee zné author
of several similar bills previously introduced into Congress, will propose s
bill to rrovide long term Tigk capital for small btusinecs enterprises slong the
lire of o bill which he presented in February 1941 which creates an Industrial
Loan Corporstion vith powers: (1) to make loans to, to make discounts for, and
to purchuse ohiigations and preferred ctock of, zmall businecssez é&irectly or
throuph financing institutions; (2} to utilize the Federal Keserve Banks as
agents, (&) to issue notes, debentures und bonde uncondi tionally guersntecd as
to principal and interest hy the Unlved States to not orxceeding §500,000,000;
{4) to borrow fron Federal Keserve 3anks on promissory notes having maturitics of
nol excecding four months; (35; to get wsiie $£5,000,000 of its surpius as en
inszurance furd for insuring merber bzunke of the Fedaral Deposit lnsurance Corpors-
tion against locses from Jouns macde under the sci; and (6) to take stene to
encoursge and assist in the foimation of committees of representatives of amall
businesses. Loans would be limited vo a nmilllcn doliars nand t0 ten years
maturity but no loan in excess of {25,000 would be insurable. ‘Tiie Corporution
would be empowered to acecept public deposite and epet as a fiscal 2ment of the
government and vmuld be controlled by the Board of Goverzors of the Federal
Recerve who would becnme directorc of the Corperation. The provisions of this
bill, §if enncted,” wonld provide much noeded lonr-time finunciel cecictnnce which
ganll buginess institutions throughout the courtry vwili need to te eble to con-
tirue in bucziness when the war iz euded.

An association 2f touriet ecourt cwners hat proposed e bill providing
that the R.F.C. shall furnich reliel to motor court: or rural hotels by advancing
money on firet lien mortgages to pay un exigting tax liens or cecured losns on
such propertiez where the npprsised value of the propsrty shows it to be worth
at leust 130% of the amcunt of money reguired to take up the cbligations. The
money would be loaned st the rate of £ per onnum for the duration of the war
and for one year thereafter, after which time the oblipation ic to ve pald off
in ten equal installmente, the principie of tho note bearing 5% interect.

"¥Which of these bills may be introduced by the Committee or whether the
Committee will introcduce entirely new legislation rerains to be determined by
the evidence presentced ut the hearings which the Committee has scheduled,”
Senator Murrey caid. "lie hope to be able to put through Congrese legiclation
which will accomplish, ir the main, the objectives vhich these bille propoge
and we wlill draft it end propose 1t in the form vhich we think will secure from
Cungress the most favorerble consideration.”

l.e Committee expects to have es witncuses, opokesmen from many of the
nationsl trade associations repregsenting those trades vhorse businezses have
been moat seriously curteiled as & result of war time shortages ~ such a3 the
gasoline and auto group, lumber and building materials, hardwere, furniture,
electrical ané radio and apparel stores. Invitations to present testimony end
dztailed plens are being sent to the United States Chamber of Cormerce, Netional
Assdciation of Menufacturers and other nationel organizations interested in the
preservation of free enterprise in the nation. Mr. Leon Henderecon, Price Adminis-
trator will appear and preceat plans formulated by the Office of Price Adminis-
tration for the assistance of business enterpriecs cuffering from price regulationg
and restrictions. Secretary Jesse Jones of the Lepuriment of Commerce, Liarriner
Wecles, head of the Faderal Reserve System, and Doneld Nelson, Chairmen of the
War Production Board will be emong the prominent govermment personages who will
be reguested -to testify.
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September 3, 1942.

My dear Senator Murray:

On behalf of Chairman Bccles who is
temporarily out of the city, permit me to
acknowledge receipt of your letter of August
31 enclosing & copy of your statement released
for moming papers of Septembes 1 in regard to
the hearings which are to begin S8eptember 28
on the proposals for the relief of small busi-
ness concemse

The subject, as you state, is one in
which Mr. Boocles ias particularly intereated.

Sincerely yours,

Elliott Thurston,
Special Assistant
to the Chairman.

Honorable James E. Murray,
United States Senate,
Washington, D. C.

ET:b
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Special Committee to Study Problems of
American Small Business

September 14, 1042

Lr. iarriner Zccles, Chairman
f'gderal Reserve Board
Washington, L. C.

Dear lir. Eccless

On September 29, 1942, the Senate Small Business Com-
mittee will start hearincs on the problem of small business
concerns hard hit by the war. ie hope to bring to the mil-
lions affected by the welfare of small business the facts they
must face, and give the members of Congress a clear picture of
what must e done 1f the.war is to be waged moat effectively
and if our system of free enterprise is to be preserved. It
occurs to the Committee that you can render a valuable service
in this respect and with this in mind the Cormittee 1s request-
ing you to appeer as a witness.

In our previous hearingz we dealt with the problems of
small manufacturers. The result was the creation of the Swmall-
er VWar Plants Corporation. At these hearings, however, recom-
mendations affecting the whole business structure of the coun-
try will be considered. ©Some of these will aim at legislation
to help small business concerns to stay in business or else
liguidate their operations in an orderly fashion, without re-
sorting to bankruptcy. Others will be directed toward improved
administrative policies on price control, rationing, inventory
control, concentration of civilian production, promotion of
substitute products, etc.

The general plan of the hearings 1s to start with a
brief presentation of the problem; then listen to various leg-
islative proposals; next, hear representatives from individual
dilstribution trades and production groups, together with some
of the Federal officlals who administer controls over these
trades and industries; next, to have a special session devoted
to the labor problems of small business; and finally, to end
up with general legislative and administrative proposals from
important national leaders.
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ir. Marriner Eccles g/14/42

We should like you to appear at our hearings on Qcto-
ber 28, 1942, and present a full picture of the Federal Re-
serve Board's position on such questions as the war-time
ad justment of obligations, orderly liguidation of war-distressed
concerns and the supplying of adequate long-term and shori-term
capital for small firms. This statement should also include an
analysils of the extent to which banking investments in war-dls-
tressed concerns will be jeopardized.

To assist the Committee and the Committee'!s staff, will
you be so kind as to submit a preliminary draft of your testi-
riony by October 8% Furthermore, it will facilifate matters if
you or a member of your organization get in touch with Lir. C.
Walter Fowler, Executive Secretary of the Comittee, and lir
Bertram M. Gross, Chief of Research and Hearings.

For your further information, I am enclosing a press
release announcing the hearings.

Sincerely ydurs,

Chalirman

Encl.
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Septenber 16, 194<.

Honorable Jzmes E. linrray,
United States benzte,
Viashington, D. €,

Decar Senztor Murray:

In the absence from the city of Chairman Eccles,
I am acknowledging in his behalf your letter of September 14,
in which you advise thab the benate Smull Business Committee
will start hearings on the problem of small business concerns
hard hit by the war on September <9, and requesting Chairman
Eccles to appear as 4 witness.

Since Mr. Eccles will not return to his office
until Monday, September <8, and his calendar for that week is
exceptionally heavy, it is doubtful that he can submit a pre-
liminary draft of any proposed testimony by October 8. How-
ever, I shall, of course, bring your letter to his attention
upon his return to the city.

In line with the suggestion in your letter, I
have advised Messrs. Fowler und Gross of your Committee &s to
the Chairman's absence from the city, and the date of -his re-
turn.

Yours very truly,
(5igned) Lawrence Clayton

Lawrence Clayton,
Assistant to the Lhalrman.

LC: jam
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