X-822

CUKTAILLENT OF UNNECESSARY CREDITS.

'The requcst which the Sabratary ol the Treasury méde'on Februa?y 6,
1918, to eiery bank and trust company of the country that it should set'
n - aside lﬁ of *ts regources each week for 1nvestn°nt ir the Treasury certif-
icat ¢ of 1na0btsinu,u, ‘has brouzht to the Federal rescrve bankg pany 4n-
guiriss as to l:ow the banks could make aﬁailablé so large a sumAfﬁr the
uza of the CGovornment and at thevsamg tims maintain théir usual bﬁsiness
with their deéositcrs and customers. Thers is‘welbona evi&epce that t#é
bankers of the country are giving thoughtfui7consideration to-the question'
of conserviag credit for the Goverrrunt, ana the Fvuar%l Reserve Board
thinks it the agppropriate tlme to issue a statemant ex9r6031ng ;ts views
upon the rrinciples which should guide the action of the banks. -
It is cloar that if the war requirements of‘the GOVSrhqut ére to be
financed without undue expansion of banking credit; not only ﬁnst there
be some raduction of existing credlts, but there W1ll have to be applled
a rlgld check upon the further expans1on of credlt in d1 sctions not clear- |
ly essent1a1 for the prosecution of the war, and for the health and
necessary corfort of the people. It is mo morel§0ssible,to super;nmoée

upon the voluwe of pre-war credits the immense volumé of additionél credit
required by the Govermment for war purposcs than to superimpose upén the
volume of pre-war production of goods the immense volumeﬁgf additional
goods required by ths Govefnnent to prosescute the war, Our provlewr is to
essential
convert less essential into _Q_g/brau*t, and to convert less GSoGRtl&l to
more escential producticn and distribution of goods. The saving. of credit
and money goes hand in hand with the saving of labor aind materiils in the
program of adjusting the business of the nation to a war busis, and our
best hope of avoiding competition between ithe Guvernment und its citizens
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f&r credit, woney, labor and naterials, which can only result in credi£
and price inflation and higher costsvof living, is:savihg,
As far as exzpenditurscs are financed by the sale ¢f new saﬁurities
- they are‘scrutinized.undar-the leadership of the_Capital Iésgeé ¢0nmittge
oflthe Federal Rescive Board; as trusiees oi th; jrdividual banking credit'
ofltho country, however, the bankers arc churged with the dutf of studyiné
and understanding the prognmn in order thot eacﬁ ang évéryone ﬁa& in turn
educ.to his borrowers and the people of ﬁis ¢oununity fo the necessity of
saving credit as well as food and -other uateri;ls, and way thefeby consgrve;
he .cfeditvof his bank for theﬂuse of the Govorngont as far as may be prac-
ticable.. It will bve clear to bankers, also, that éredit cossarvation is |
necessary not only for Government financing, but also for the protection and
'presofvation ¢f *tne banks themselves, individualiy aﬁd collgbtiyély, sinco:
undue expansion of bank credits leads ingvitably t0 unsafe und.uﬁsound
aconomic conditions, ahd no stone shduld be leit unturnsd to keep dur bank-
ing institutions sound and stfong.

It is not tie purpose of the Board to sﬁggest,tha specific ways inv
which credit should be econserved, or uhnecessary expenditufes curtailed;
each banker uust determine this for himself. The Board can only discuss
the.subject in general terms, with emphasis on the qe@ess;ty that hilé
credit comservation should be undertaksn promptly if should be carried qut

' gradually, with reasonablc discretion and with the leaét possible avoidable
embarrassment to the business of individuals and industries. ,'PrOper
education of borrowers and custouers to the peeds of the.sitﬁation will
accomplish far more than abrupt discrimination or pressure.

» In the absence of any official classification of the more essential
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* and the léss essantial things and enterprisesvit will be'necessary'for
each banker in determining how he may do his share in the conservation
of credit to use his ovn judgmeni. There seém to be, however, two clearly
defined groups of loaﬁs:

(4) Loans to facilitate production or distributiea.
(B) Loans for non-productive or non-distributive purposes.

LOANS FOR QON-PRODUCTIVE Oﬁ NON-DISTRIBUTIVE PURPGSES,
Loans for on—r"oducﬁive or non-distributive purnoses are usuaily'
loans for hon*essential~pufposes. The following are types of this ciass
of loans: |

Loans for purchasing or carrying property, whether real
eotate or peroonal securities.

Loans for «dditions to or iwprovements of property not
used in production or dictribution.

ﬁoans to States'or'aunicipalitius for improvenments.

By 1nquir1ng the purpose for whlcn each new loan is requzred and.
decllnlng wherever practicabie to grant 1Oans of these classes, and by |
gradually cau51ng existing loans of these classes to bs raduced or
eliminated, bankers could cohserve credit without causing hardshiﬁ gnd‘
also give many people an impetus to save ai a tine wien saving.is of vital
importance to the nation., Dut discretion rmst be used in not forcing -
borrowers to reduce loans to an extent that is unreasonable or would
cause avoidable hardsbip or embarrassment; wmich cun be éccon@lished by

moril
sound advice and the exertion of / " pressure.
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LOANS ?O FACILITATE PRODUQTfON OR_DISTRIBUTION,

The three main groups of bérrowscs for prodﬁctive or diétribﬁtivé
purpoéses are farmers, manufacturers ang merchants; |

1. FARMERS: The farmers are being aéked to produce more than over

- before and 1oans‘fo; productive purposes must have the right i wuy; But

the kind of loans which should be discouraged or decliné& are:

(a) Loans for the acguisition of additional property, unless tho

area under production is to be increascd thereby and immediate

recults nay be expscted;

(b) Loans for any construction not necessary to the productivensss
of the farn within the year; and :

(e) Loans for the purchase of articleé of comfort and luxury.

In sections wners farming profits have beea large, an endeavor}shouid
be made t0 induce faruers to appiy a good goftionluf taen. te the reduction
of long standing loans or to the financing of their.seasonal'requiremehts,
thereby conserving bank credit. - ‘

2. MANUFACTURERS: Manufacturers wﬁo afe makingllarge profits should
be urged to reducs or e3tinguish their debdbts rather tﬁan increase capaéity
and output unless the lndustry is one which is clea‘ly ' cessary &s the
prosecution of the war, All manufacturers should ue urged to.carry as small

inventories as practicable; to eliminats from their products elaments which

add to its cost but not to its intrinsic value and serviceability, or which

are introduced simply for fashion or appearance; ana Lo avoid as‘far‘as‘

.Practicable introducing new styles during the pariod'of the war,
Manufacturers whose product is not clearly reguired cither for the

prosscution of the war, or to maintain the heaith and éfficiency of puf

civilian population, should be urged to assist the Government by adapting
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at.ieast a part cof theif piants to the #anuiacture of articles clearly
required for these purposes, Benkers would do well to scrutinize carefully
the credits of those engaged in industries not ciearly escential er these
purposes since such industries are likely to be the first ones to sufier
interruption from transpertition, fuel or povor embargoes. A |

3. MERCHANTS: Almcst the suue suggestions that have been made with
vregard to the production of goods bY-manufacturefs ray be applied to the
distribution of goods by merchants; namély, reduction of stock cairied;
reductiqn‘or elimination of thét pcrtibﬁ-of their stock consisting of
artigleé of mere fashion or luxﬁry and the gubstiﬁution of plaiﬁerland
umré‘serviceable articles; and tho avoidance of tﬁe introduction of new
styles in clothing, articles of persobal ccmiért, etc.

The'Board'féels that it would be impractiCable to éeal with the éubject
more sﬁecific#l;y at the present time, but ﬁrgss that every baﬁker.assist
in the moveument, to the best of his ability: | |

(a) By studyirg -aind understanding the econcmic necessity for
the conservation of credit; .

(b) By a careful analysis of each loan in his institution to . .
ascertain those which are the least es*entlal to the prosecu-
. tlcn of the war, : :

(e¢) By applylng to each application f¢r a new loan the test
"is it necessary for the prosecution of the war or the
health and safety of our civilian population",

(d) By discugsion with other barkers in the sams place'or
neighborhood as to methods of credit comservation which
it may be practicable for them to undortakse.

(e) By urging his local trade organizations and board of trade to
study the subject and make definite recummendations for the
conservation of credit and the conversion of less essentlal to
more essential production ari distribution.
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(f) By discussing the natter with his customers with a view
to educating thom to the necessity of keeping their
donands for credit at o wminioum.

. (g) By exepting his iniluence upon h.: neighbors and his
. municipality to reduce expencitures for improvements
tc a winimum during the period of the war. Postpone-
ment of every improvement not absolutely necessary for
health and safety should become a national policy.

(h) By acting always with discretion and reaswnablenvis.

The conservation of‘credit and money will ree .1t in the saving of
labor and materlals which the Government nceda for the prosccutlon of

imgrovement '

& the war; and every/ or expenditure which an 1n41v1aual,
corporatzon or a nunicipality refrains from making durire i War
repreaents a reyuirement to be tulfllled when the war ic over.

Merchants and xPnufacturers will readily unaerstahd that p.esent
saving is laying up for the future an important reservc purchasing power
which ﬁhey may court on during whatever pefiod of readjustment may follow
the ond of the‘w&ir; and 1t must be apparsci 1o evety banker that the lalrger~
the savings his custome rs make the larger thedeposits such savings will
inevitably, create.

It is hoped by the Board, that the Federal reserve banks will nake
themselves the leaders in thls campaign by org“mziab in thelr respectlve
districts committees of bankers, merchants, ani ranufactursrs so that
results may s reached Uy a mutual understanding and a united effort for
the public guvd rather than by a policy of enforcing hard and fast rules.
If at any time the assistance or advice of the Board should te desiréd.it
will be given zladly. It is realized that each industry and branch of

business muet be tuken upon its own merits and that proper treatment in- .

¥ volves in a great many cases a redirgction of industries and redistribution
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of labor. 1Ihis is a protlor which has becn actively studied and in many

cases comprehensively dealt with by various departmsnts and boards of the
. Governnment. Wheraver your commitiees desire tbe advice or coopsration cf
- these Government agencies ths Board will be glad to act as intermediary

and advisor in such cases,.

3/21/18
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There is appended an article which appeared recently, written
by H. Gordon Selfridge, formerly a Chicago merchant and now proprie-
tor of one of the large retail stores in London.

It would appear that one of the first and moust useful steps
that could be undertaken would be to have a committee of bankers and
dry goods people take up the problem, and agree upon a policy, of
discouraging extravagence and encouraging thrift.

In this connection it is suggested that it would be very
helpful to have the leading newspapers tuken into the confidence of
the Committees and ask them to cooperate-. Notging is more destruc-
tive to the development of the proper spirit of economy at this time
than the pages of advertisements of new styles of ladies' wear, and
new styles of automobiles, that ure contwined in ocur p«pers, partic-
ularly in the Sunday illustrated editions.

When the banks «nd dry gbods people huve «greed upon a policy
a committee composed of the prominent ladies of the community would

prove o most powerful means of meking the plun effective.
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THE_NEW YORK TIMES, SUNDAY, MARCH 17, 1918

ECONOMY A GOSPEL IN ENGLAND NOY-

- — . s o

o o

- > >

By. H. Gorden Selfridge-

(Mr. Selfridge, fo}ﬁerly'u Chicugo mcrcﬁant, is now'the proprietor of
the lurgest ret«il store in London. . Of his 3,50C employes, a thousund have
been culled to the colors. The 6thecrs huve bought $100,000 of war savings
certificates.) ' , S ' " -

English business hus bgen entirely“regdjusted‘to a war b?s;s. En-.
gland tried to muddle thrbﬁgh in the first.yeur.qf War on « "business s
usual" program; but we soon found thattsuch « blind policyAwou1& not win the.
war. The Gpvernmént's demands on our industrial‘fesoﬁtces were Sso en;r—
mous thet we could not meet them und ot fhe sume_fime continue to prdauce
all the thiﬁgs we. were accﬁstomed to have before the war.

The business of the English people is now the business of war. All
the productive energies of the naticn «re directed, first, to supplyiné the -
wur needs cf the Government; second, the necessit;es of the people;, thi;d;
the necessities of the export tradé-

Every one in England is ot work - including many men and women who
never worked before. To be idle in Englund today is not "good'form".'
Every one is working; wuges «re the highest ever recorded; the whole
scale of living has been ruaised; domestic trude is good, despite nution-

wide economy and saving. Englund is doing her big job cheerfully, despite
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the terrific cost of the war in blood and treasuré, and the reésoh for this, ‘
I believe, is>th&t.everybody, rich and béor, is wofkiﬁg for fhe nafibn with
a determination to.see it thrnugh. | | .

 War is not é Qoney-makingb5usiness,'And'mohey*wiil‘not'win this greét~
struggle betﬁeen~democraCy and autécracy- Engligh'merchanté and manufac-

turers now see that it isn't merely money that 'a nation «t war needs, but

~the prbduct of human labor.  While we pay war taxes in money and pay for

Government bonds in money, what is reall} hdppenipg is that the Government:
is taking a 1afge share of our industrial produdtion - bﬁr labor and ma- |
terial - and consumiﬁg ;t in warfare.. ' |

Wuste Viéwed AsiTreasonéble.

No business man in England toduy wdvocates liberul individual spending;
because it is now rewlized that such'spending for personul,nééds‘means one
of two things - either «n exhaustion of the necessities of life ét a time of
threatened fumine, or else the selfish empléyﬁent of labor in luxury produc-
tion when it ought to be devoted to necessary production. |

Spending for one's self in such a time of nuitional-need is now recog-:
nized as a distinctly unsocial act, and treasonyblc if carried to excess.
What difference is there between having cargocs of nceded materiuls sunk by
enemy submarines or having them consumed «t home fof mere.personal grati-
fication? It took us some time to sce thé truth of this, but every munu-
fucturer and merchant in England toduy knows the gospel of “gocds and sef—
vices", and the curtailment of demestic spending is everywhere advocuted.

Every thinking Englishuuen, before spending for himself or his family,
stops to consider, not whether h¢ cun afferd it, but whethef the nation can

afford to huve him spend. Economy is being constuntly urged by the news-
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pépers, even though for the fime{it'ueuns less advertising reVepue; | But
théy realize, as do the-mérchants, that the Qg: Cannot'be,provisioned; mu-

' ﬁitioned, or-findnced frOm persohé1 profits in business nof essential td.thev
Wal »

Luxury business h%s ceaged iﬁ-Englahd- The women no ionger buy eléb—
orate gowns. There hasn't been a big social func£1on in. London since the.
:Germ&ns-inVaded Belglum. Motor rldlng for pleasure was. long ago abandoned
.becduse the gascllne is needed in Flanders and the chauffeurs are wanted at
the front or in the factorlesk - For nearly two years not a single new auto-
mobile has becn made in Eggland, excepting for war work. _We do not tonsume
our labor and materialé in new private building - no one cun expend as much
as $2,500 on a bulldlng without Govermment sanction. We muke our clofhes
last longer becwuse we know the boys in the trenches need the wool for their
backs. Vool is scarce; it would be criminual to waste it for*personal'grati-
ficaution. For the sume reason we are not making any new carpets. AThere iS,
more serious work for the spinners and we;vers.

Industry, Shifted to Necessities.

This drustic curtailment of certuin lines of production to make way'for
war business hg: not hurt business. It hus merely resulted in a shifting
of labor and business activity from the less essential. to the‘vifally essential
industries. To give « fow illustrations: Phonograph.factories are now turn-
ing our d:licute shell puris, jewelry mukers are préducing periscopes; watch~
makers are adjusting fuscc, music-roll makers have turncd to gauge muking, a
baking machinery plunt is munufacturing high-explosive shells, a cream-separat-
&r factory is making shell primers, glaziers wro meking certridge clips, a

baby-food fuctery is prcducing plugs for shells, the ocutput of u textile-
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machinery plant is now = field ki¥iNensssand ahﬁ@ﬁ@ertising agency is making
shall adapters. Everybody is at work, pr&duciﬁé more“and eafning ﬁﬁre than
ever beforé, but the output is war necessities. :

No great nation can go through this war without p@ying its share-
Profits and patriotism do not mix. When Ehglaﬁd entered the war, the London”
merchants expected to see their ofdinarg,trade disappear, and they were réady -
to shoulder any burden the war imposed;’ But trade has not been wiped out.
The strange thing is thut it has grown. My own business has‘paid the Brit-
ish Treasury, in two yeurs $500,000 in excess-profits taxes;__the'Government
takes 80 per cent. of the increased profits over the pre-war sfan&ard.

The reason for this gfowth in retuil trade is that the.workers are
getting very high wages, und they are now raising their standardfof 1iving.
But the more prospero&s middle~class pecple have greutly curtailed their
scuale of living. They are giving up what the munition workers are gaining.
Their incomes and profits have been reduced, their tuxes huve been increased,
and they are feeling the cost of the war. There has been a great leveling
in England, and this surely is a distinct sccial gain.

The pianc trade is typical. In ocur store, we are selling a great
many pianos to families who have dreamed for gears of being Ab;e to buy them.
But these are not « few piuncs. We cunnot spare labor and raterials for
making new piancs any more thun we can for building new houses. These are
second~-hand pianos coming from the middle-class homes; cften sold to provide
funds for buying war bonds and war savings certificates-.

If the merchants did « business of millicns of pounds of sterling in
meving these pianos from the homes of the more prosperous middle class to
those of the highly puid munition workers, there would be no loss to the coun-

try. No labor or material would be cunsumed; excepting in the moving of the:
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instruments. In fuect, the Treasury woula gain by ﬁhu operation, because what
is really huppenin, ig thut fhe workers are transferring some of their spend-
ing powef to the middle cluss, and the iatter are transfer;ing it to the Gov-
erﬁment. The moving of the pianc. simply is a way of getting « part of the
muniticn worker's spénding pewer turncd over to,the.nation.:

London merchunts arv not only aiding the Govérnment in spreéding the
gospel. of war ecbnomy, but they are doing their part in divetting the wages
of munitioﬁ workers from carcless spending to Treasury fjnancing- My own
employes have put ¢100,000 of their earnings into war savings certificates, -
and each week we distribute extra certifiCQtes‘us prizes to the holders of
winning numgers. |

'thn the British Treasury floated the lust big war loan we bfféred a‘
capital pfoze of b 5,000 ($25,000) in wnr‘bundS'to the customer buying the
bond carrying the winning number. Mrs. Lloylegcrge presided over the
druwing.of the numbers. Before «dvertising this bond sale,'I_teiephoned
the London official corresponding to an Ameriéan.police commissioner to ask
him whether I would be put in jail for condﬁcting « lottery.

"Just consider that you haven't told me abqut it", was his reply, "and
while you are doing it I'll be fucing south.”

It is to the south of London where ocur men are giving their lives in the
trenches. Ve sol& %17,000,000 of war bonds, and to do it we spent $60,000
for prizes, advertising, and clerk hire. That was in the midst of the hol-
iday shopping season, and after seclling this great amount of bonds for the

Government we did the largest Christmus business we had ever done.
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