
FEDERAL RESERVE B O A R D 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 

t h e f e d e r a l r e s e r v e b o a r d X—8030 

October 2, 1934. 

Dear S i r : 

In accordance with the understanding had a t the meeting of members 

of the Federa l Reserve Board wi th the r e p r e s e n t a t i v e s of the I n d u s t r i a l Ad-

v i so ry Committees i n Washington on Septeinb*L 27,. 1934, t h e r e i s a t t ached a 

copy of a summary statement of t h a t meeting. There i s a l s o a t t a c h e d a copy 

of the signed minutes of the meeting of the members of the I n d u s t r i a l Ad-

v i so ry Committees held during the a f te rnoon of September 27, 1934. Four 

ex t r a copies of these documents a re a l s o inclosed and i t w i l l be apprec ia ted 

i f you w i l l hand these t o the o ther members of your committee. 

The Federa l Reserve Board has arranged to send d i r e c t l y t o each mem-

ber of the r e s p e c t i v e I n d u s t r i a l Advisory Committees in the twelve Federal 

r e se rve d i s t r i c t s weekly, a summary statement of a p p l i c a t i o n s rece ived and 

considered by the I n d u s t r i a l Advisory Committees and the Federa l r e se rve 

banks. This i s in conformity wi th the ac t ion taken during the a f t e rnoon 

meet ing. 

In connect ion wi th the quest ion of the unwi l l ingness of banks to 

extend loans which would reduce the l i q u i d i t y of t h e i r a s s e t s or which 

might be sub j ec t t o c r i t i c i s m by admin i s t r a t ive a u t h o r i t i e s , cons ide ra t ion 

i s being given t o the p r epa ra t i on of a statement which may be s en t t o a l l 

banks i a accordance* with the recommendation made by the members wf the 

I n d u s t r i a l Advisory Committees t h a t a d e f i n i t e announcement by proper 
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o f f i c i a l s on the standing of i n d u s t r i a l loans be made immediately. • 

I t i s repor ted on page 6 of the minutes of the meeting of the mem-

bers of the I n d u s t r i a l Advisory Committees t h a t the fol lowing reso lu t ion was 

unanimously adopted during the meeting: 

"Although in our experience the a t t i t u d e of o f f i c i a l s of 
Federal reserve banks has a t a l l times been a l i b e r a l one on 
the cons t ruc t ion and i n t e r p r e t a t i o n of the law and the making 
of loans , we have been impressed today in our meetings by the 
very apparent des i re of the Federal Reserve Board in Washing-
ton and the Federal reserve banks to handle a l l mat te rs in 
connection with such loans in such a l i b e r a l manner t h a t the 
maximum number of proper loans be made, with the l e a s t delay 
and expense to the borrower. 

"We the re fo re pledge ourselves to use our bes t e f f o r t s to 
bring t h i s about i n our several d i s t r i c t s . " 

The Federal Reserve Board apprec ia tes very much the s p i r i t of co-

operation evidenced by the above r e so lu t ion and expresses the hope tha t the 

c loser contact which has been created by the meeting in Washington w i l l be 

continued. 

Very t r u l y yours , 
' J ? 

/ 1 1 (• • 
L. P . Bethea, 

Ass is tan t Sec re ta ry . 

Inc losures . 

TO ALL REPRESENTATIVES OF INDUSTRIAL ADVISORY C0i-1 ITTEES V . U O ATTENDED MEET-
ING IN WASHINGTON ON SEPTEMBER 27, 1934, AND ALSO TO MR. STUART L. RAI7LINGS, 
CHAIRMAN. 
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At the meeting held in Washington on September 27, 1934, a t 

10:00 a . m. of members of the Federal Reserve Board and members of i t s 

s t a f f with r ep re sen t a t i ve s of the I n d u s t r i a l Advisory Committees of the 

twelve Federal reserve d i s t r i c t s , the following ind iv idua l s were p resen t : 

Mr. Henry Morgenthau, Secretary of the Treasury 
and Chairman of the Federal Reserve Board 

Mr. George R. James, Member, Federal Reserve Board 
Mr. M. S.. Szymczak, Member, Federal Reserve Board 
Mr. J . F. T. O'Connor, Comptroller of the Currency 

and ex o f f i c i o member of the Federal Reserve Board 

Messrs. Albert M. Creighton, 17m. H. Pouch, J . Ebert 
Butterworth, J , G. Holtzclaw, John Sanford, Max 
Epste in , Vto. K. Nor r i s , Sheldon V. Wood and 
Clarence Ousley, Chairmen of the I n d u s t r i a l 
Advisory Committees of the F i r s t , Second, Third 
F i f t h , S ix th , Seventh, Eighth, Minth and Eleventh 
Federal Reserve D i s t r i c t s , respec t ive ly , . 

Messrs. Frank B. Bel l and L. F. Rooney, members of 
the I n d u s t r i a l Advisory Committees of the Fourth 
and Tenth Federal Reserve D i s t r i c t s , r e spec t ive ly . . 

Mr. L. P. Bethea, Ass is tant Secre tary , Federal Reserve 
Board 

Mr. 5 . R. Carpenter, Ass is tan t Secre tary , Federal 
Reserve Board 

Mr. E. L. Smead, Chief of the Division of Bank Opera-
t i o n s , Federal Reserve Board 

Mr, L. H. Paulger, . Chief of the Division of Examina-
t i o n s , Federal Reserve Board 

Mr# George B. Vest , Ass i s tan t Counsel, Federal Reserve 
Board 

Mr. H». Lee Boatwright, a s s i s t a n t Counsel, Federal 
Reserve Board 

Mr. E. M. Stevens, Federal Reserve Agent a t the Federal 
Reserve Bank of Chicago 

Mr. John U. Calkins, Governor of the Federal Reserve 
Bank of San Francisco 

Mr. 2 , G. Hul t , Ass is tant Cashier of the Federal 
Reserve Bank of Boston 

Mr. Jacob Viner, _-_ssi.-itunt to thu Locretary of the 
Treasury. 
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Mr. Szymczak s t a t e d t h a t Hr. Thomas, Vice Governor of the Board, 

and Mr. Hamlin, the o the r member of the Board who i s i n Washington, were 

engaged in ano ther meeting and would be unable to meet wi th the r e p r e -

s e n t a t i v e s of the I n d u s t r i a l Advisory Committees t h i s morning, and t h a t 

Mr, Thomas had requested him to take charge of the meet ing. 

Mr. Szymczak made a s tatement t he substance of which was as f o l -

lows: 

He s t a t e d t h a t the purpose of the meeting was: 

F i r s t , f o r the r e p r e s e n t a t i v e s and the Chairmen of the 
I n d u s t r i a l Advisory Committees to hear from the Board on t he 
sub jec t of i n d u s t r i a l l oans , 

Second, t o give the r e p r e s e n t a t i v e s and Chairmen of tho 
I n d u s t r i a l Advisory Committees an oppor tuni ty to express them-
se lves f r e e l y upon t h i s s u b j e c t , and 

Third , f o r the conference t o make such sugges t ions a s i t 
saw f i t t o the Federal r e se rve banks and to the Federa l Reserve 
Board. 

He then reviewed the l e g i s l a t i v e h i s t o r y of the I n d u s t r i a l 
Loan Act and the circumstances under which i t was f i n a l l y passed . 
He p a r t i c u l a r l y c a l l e d a t t e n t i o n t o the f a c t that i t uas c l e a r l y 
the i n t e n t i o n of Congress: 

F i r s t , t h a t the loans made under t h i s a u t h o r i t y would i n -
volve a g r e a t e r amount of r i s i c than i s involved in an ord inary 
bank l o a n ; 

Second, t h a t the loans would be f o r t e r n s longer than the 
Ordinary b5Lk l o a n , not exceeding f i v e years ; and 

Third , t h a t the loans would be made f o r the purpose of 
f u r n i s h i n g working c a p i t a l r a t h e r than to supply the s h o r t -
term c r e d i t needs of the commercial or i n d u s t r i a l borrower. 

He f u r t h e r po in ted out t h a t the purpose of the law was: 

(a) t o a id s n a i l i n d u s t r y , and 
(b) t o cont inue , and, i f p o s s i b l e , t o inc rease 

employment. 

He s t r e s s e d the importance of the I n d u s t r i a l Advisory Com-
m i t t e e s by shov.int. t h a t in the o r i g i n a l b i l l p rov i s ion '..as made 
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f o r in termedia te c r e d i t "banks, and tha t i n the amended b i l l the sug^-
ges t ion of in termedia te c red i t tanks was re ta ined through the pro-
v i s ion f o r an I n d u s t r i a l Advisory Committee i n each d i s t r i c t . The 
law provides f o r the appointment of members of an I n d u s t r i a l Advi-
sory Committee "by each reserve tank with the approval and under the 
r egu la t ions of the Federal Reserve Board. The committees have a 
d e f i n i t e s t a t u s under the law and represent the publ ic i n t e r e a t i n 
connection with the operat ion of the law i n the g ran t ing of indus-
t r i a l loans . The law i s s p e c i f i c t n i t s requirement. Each member 
of the committee must "be an ac t ive i n d u s t r i a l i s t . The committee 
the re fo re i s independent ( to the extent of i t s s t a t u t o r y exis tence) 
of the Federal rese rve "bank as such, and has a d e f i n i t e a u t h o r i t y 
and r e s p o n s i b i l i t y which r equ i re tha t the committee consider care-
f u l l y each app l i ca t i on and rinke i t s recommendations to the Federal 
r e se rve bank as to the ac t ion i t thinks the bank should take on the 
app l i ca t i on . Congress desired to make ce r t a in tha t the -mblic 
would be represented i n the adminis t ra t ion of t h i s law. The com-
mi t tee represen t s the publ ic . 

From the very beginning the Federal Reserve Board has taken 
the a t t i t u d e t h a t the' law should be administered l i b e r a l l y . The 
regu la t ions adopted by the Federal Reserve Board a r e short and 
simple, g iv ing every opportunity to the Federal r e se rve banks to 
operate under the law without d i f f i c u l t y . I t should be remembered 
tha t i n add i t ion to the $140 ,000,000 which represen ts the present 
surplus of the Federal reserve banks, the re i s a l so another 
$139,000,000 i n the Treasury of t he United S ta tes which the Secre-
ta ry of the Treasury has agreed, pursuant to the a u t h o r i t y granted 
Mm under the provis ions ef Section 13b (e) of the Federal Reserve 
Act> to t r a n s f e r to the Federal rese rve banks i f needed fo r the 
purpose of making i n d u s t r i a l advances. F i f t y per cent ef the t o t a l 
amount of i n d u s t r i a l loans made by the Federal r e se rve banks w i l l 
be advanced from the banks * surp lus , and the other 50 per cent from 
funds to be fu rn i shed the banks by the Secretary of the Treasury. 
There i s , t h e r e f o r e , a revolving fund of about $280,000,000 to be 
used f o r t h i s purpose. 

Mi*. Szymczak r e f e r r e d to h i s recent v i s i t to n ine Federal r e -
serve d i s t r i c t s , dur ing which he met wi th o f f i c e r s and beards of 
d i r e c t o r s of the Federal reserve banks, as well as wi th members of 
the I n d u s t r i a l Advisory Committees and r ep resen ta t ives of the 
commercial banks. He discussed h i s t r i p qu i te in formal ly and i n 
some d e t a i l . He s t a t e d tha t while he found tha t a g rea t deal has 
a l ready been done by t he I n d u s t r i a l Advisory Committees and the 
Federal r e se rve banks, as well as p r i v a t e f inanc ing i n s t i t u t i o n s , 
to the end of providing c red i t to indus t ry , a grea t deal remains 
to be done, p a r t i c u l a r l y on the sub jec t of informing f inanc ing 
i n s t i t u t i o n s of the provis ions of the law, the r egu la t i ons of the 
Board and t h e requirements of Federal r e se rve banks, to t h e end 
of obta in ing t h e i r cooperation under the law. 
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When the m a t t e r i s c a r e f u l l y expla ined t o f i n a n c i n g i n s t i t u t i o n s they 
genera l ly become i n t e r e s t e d , not only because of the p o s s i b i l i t y of 
t h e i r being ab l e t o make a loan on which a cocjmit,ment from t h e i ' edera l 
r e se rve bank t o red i scoun t the loan can be ob ta ined , thus g iv ing the 
f i nanc ing i n s t i t u t i o n a d d i t i o n a l earning a s s e t s and l i q u i d i t y , but 
a l s o because of the g e n e r a l pub l i c i n t e r e s t involved i n t h e s u b j e c t . 
I t would seem important from the banker*s s t a n d p o i n t , p a r t i c u l a r l y 
a t t h i s t ime, t h a t he cooperate in the I n d u s t r i a l Loan a c t i v i t y , a t 
l e a s t t o the e x t e n t of informing himself f u l l y on t h i s s u b j e c t and 
making every e f f o r t t o meet the purpose of the law c o n s i s t e n t wi th 
i t s p r o v i s i o n s , so t h a t the r e s u l t of h i s e f f o r t i n t h i s d i r e c t i o n 
w i l l prove d e f i n i t e l y the t r u e cond i t i ons and tne reasons t h e r e f o r . 
I t appears , t h e r e f o r e , t h a t s t r e s s should be l a i d on t h e importance 
of a c t i v e s t e p s being taken by the Federa l r e s e r v e banks and the 
I n d u s t r i a l Advisory Committees, not only t o inform banks, and o the r 
f i nanc ing i n s t i t u t i o n s on t h e law and the r e g u l a t i o n s , bu t a l s o on 
the ourncseo ol the I n d u s t r i a l Loan Act . 

I t i s a l s o important t h a t sympathet ic t rea tment be given the 
a p p l i c a n t s when they come t o the Federa l r e s e r v e bank f o r the p u r -
pose of d i scuss ing an i n d u s t r i a l l o a n . Many of the p r o s p e c t i v e b o r -
rowers a e e n t i r e l y -macauainted wi th the Federa l r e s e r v e bank, i t s 
pe r sonne l , or with the I n d u s t r i a l Advisory Coranittee, and i t s member-
sh ip , and a r e perhaps small borrowers who have had l i t t l e occas ion 
p r i o r t o t . i i s time t o v i s i t a Federa l r e s e r v e bauk,' and accord ing ly 
might be overawed in t h e i r f i r s t v i s i t t o the Federa l r e s e r v e bank 
or f r i g h t e n e d by t h e s i z e and d e t a i l of t h e form of a p p l i c a t i o n they 
a r e asked t o f i l l o u t . I t i s doubly impor tan t , t h e r e f o r e , t h a t every 
e f i o r t be made to have them unders tand t h a t they a re e n t i r e l y wi th in 
t h e i r r i g h t s i n coming t o t h e bank, and t h a t they a r e welcome aad 
a r e to be out a t ease ana advised t h a t t h e i r a p p l i c a t i o n , even i f f o r 
a small amount, w i l l be given c a r e f u l and thorough c o n s i d e r a t i o n . 
Courtesy and kind t rea tment w i l l prove a most va luab l e inves tmen t . 

One of the important advantages of t h i s loan a c t i v i t y i s t h a t 
i t a f f o r d s t h e Federa l Heserve System an oppor tun i ty t o come i n t o 
d i r e c t con tac t wi th the p u b l i c i n a vay which enables the System t o 
l'-iid a sympathet ic hand and t o b r ing about a b e t t e r unders tand ing on 
the p o r t of t h e gene ra l pub l i c of the f u n c t i o n s of the System, i t s 
h i s t o r y and i t s performance. This i s an oppor tun i ty t h a t we should 
a v a i l o u r s e l v e s of a t t h i s t ime with a t r e a t dea l of en thus iasm. 

I t t;eej;;5 v h s r e f o r e t h a t the re^ i e o o n t u t i v e s and chairmen 
of tue JuVaUiitrial Advisory Committees should cons ider t h e fo l lowing 
p o i n t s : 
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1. How bes t to a id in obtaining the cooperat ion of f inanc ing 
i n s t i t u t i o n s on loans to indus t ry . 

2. How to give the f u l l e s t considera t ion to each app l i ca t ion 
on d i r ec t loans so t h a t nothing w i l l be overlooked which would make 
poss ib le the grant ing of a loan i n accordance wi th the provis ions and 
requirements of the law. 

3. The a t t i t u d e to be shown toward an appl icant on a d i r ec t 
loan to indus t ry , so t h a t i n case of delays he might a t once be i n -
formed of the reason f o r such delays , and in case ef a r e f u s a l he 
might be informed a t once of the reasons f o r the r e f u s a l i n a cour te-
ous way, and in case of technica l or l ega l obs t ac l e s , he might be 
informed of t hese obs tac les and shown tha t the matter i s wholly be -
yond the au tho r i t y of the committee or the bank and t h e r e f o r e not 
i t s r e s p o n s i b i l i t y , and in case of need f o r advice the appl ican t 
might obtain such advice from the bank. 

4 . How bes t to review an a p p l i c a t i o n that has been turned 
down i n order to make c e r t a i n tha t r e f u s a l was abso lu t e ly necessary 
and t h a t t he r e have been no new developments s ince the date of the 
r e f u s a l tha t might change the ac t ion ef the committee or the bank or 
both. 

' While the Federal Reserve Board does not expect the I n d u s t r i a l 
Advisory Committees or the Federal reserve banks t o . a c t imprudently 
or i l l o g i c a l l y or to v i o l a t e the provis ions of the I n d u s t r i a l Loan 
Act, the Board does f e e l s t rong ly t h a t the circumstances under which 
the ac t was passed r equ i r e a l i b e r a l cons t ruc t ion of the law; t h a t 
the I n d u s t r i a l Advisory Committees and the Federal r e se rve banks 
should do everything poss ib le to make reasonably sound loans and be 
prepared t o prove beyond a question of a doubt why i t was not poss ib le 
to make c e r t a i n loans appl ied f o r i n accordance wi th the powers and 
the l im i t a t i ons of the law. 

Apparently the Federal r e se rve banks and the I n d u s t r i a l Ad-
v i so ry Committees a r e making a very s ince re e f f o r t under t h i s law, 
and i t would be most unfor tunate i f , be cause of t he emission by the 
committee or the bank of some d e t a i l small as i t may appear , someone 
might be given reason to think tha t such an e f f o r t i s not being made. 

Mr, Szymczak then read excerpts frcm the law and r e f e r r e d t o 
a comparative statement of i n d u s t r i a l loans made by the twelve 
Federal rese rve banks. 

At the close of Mr. Szymczak's s ta tement , Mr. Henry Morgenthau, 

Secretary of the Treasury and Chairman of the Federal Reserve Board, 
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joinod the mee t ing . He s t a t e d t h a t , inasmuch as h i s t ime was l imibed , h< 

would a p p r e c i a t e i t ve ry much i f each of the r e p r e s e n t a t i v e s of t h e I n -

d u s t r i a l Advisory Committees would make a s h o r t s ta tement wi th regard to 

the i n d u s t r i a l loan a c t i v i t y in h i s d i s t r i c t . 

In accordance with the Chairman's reques t s t a t e m s n t s were made 

by each of the r e p r e s e n t a t i v e s of the I n d u s t r i a l Advisory Committees 

p re sen t and by Governor Calkins r e p r e s e n t i n g the Twelf th Federa l Reserve 

D i s t r i c t . The s t a t emen t s i n d i c a t e d g e n e r a l l y t h a t , i n the opinion of 

the r e p r e s e n t a t i v e s of the Advisory Committees, the Federa l r e s e r v e 

bunks a re l end ing every a s s i s t a n c e to the I n d u s t r i a l Advisory Committees 

tii-nt t h e r e i s c lose coopera t ion between the i n d u s t r i a l loan a c t i v i t i e s 

of the Federa l r eee rve banks and the l o c a l agenc ies of the Reconst ruc-

t i o n Finance Corpora t ion and t h a t , in most case s, t he Federa l r e s e r v e 

banks have adopted a more l i b e r a l a t t i t u d e toward the- g ran t ing of i n -

d u s t r i a l loans than have the I n d u s t r i a l Advisory Committees. 

In connection with t h e cues t ion of de lays in f i n a l a c t i o n on 

a p p l i c a t i o n s , i t was s t a t e d by some of the r e p r e s e n t a t i v e s t h a t they 

a re g i v i n g s p e c i a l a t t e n t i o n t o t h i s ma t t e r and t h a t they f e e l t h a t 

t he de lays a rc due t o the necessa ry i n v e s t i g a t i o n and c o n s i d e r a t i o n 

which must be given t o the a p p l i c a t i o n s , t o the f a c t t h a t i t i s d i f -

f i c u l t i n many cases to >\et s a t i s f a c t o r y in fo rma t ion , and t h a t in some 

i n s t a n c e s the funds a r e t o t r e q u i r e d immediately. The po in t was a l s o 

made t h a t c a r e f u l c o n s i d e r a t i o n i s bein& 'siveu t o a l l a p p l i c a t i o n s , 

p a r t i c u l a r l y those of the smal l borrower , f o r the reason t h a t the 
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I n d u s t r i a l adv i so ry Committee d id not v/isa t o w e the a u a l l b u s i n e s s 

man put out of bus ines s because of h i s i n a b i l i t y t o ge t the necessary 

c r e d i t when h i s p o s i t i o n would j u s t i f y the ex tens ion of such c r e d i t . 

I t xa.3 i n d i c a t e d by most of the r e p r e s e n t a t i v e s p r e s e n t , however, t h a t 

a l a r g e number of the i n q u i r i e s rece ived by the f e d e r a l r e s e r v e banks 

were from persons who had no unders tanding of the r equ i r emen t s of the 

law and vvho.3e f i n a n c i a l p o s i t i o n was such t h a t they were not e n t i t l e d 

t o c r e d i t . I t v.as i n d i c a t e d a l s o t h a t t he I n d u s t r i a l adv i so ry Com-

m i t t e e s in one or two d i s t r i c t s had approved loans on the b a s i s of the 

c h a r a c t e r and bus iness record of the a p p l i c a n t w i th noth ing more than 

nominal s e c u r i t y f o r the l o a n . 

I n connect ion wi th the quest ion which was r a i s e d by some of 

the r e p r e s e n t a t i v e s a s bo t h e pos s ib l e c r i t i c i s m by examiners of i n -

d u s t r i a l loans p a r t i c i p a t e d in by banks, i t was poin ted out by the 

Comptrol ler of the Currency t h a t he had i n s t r u c t e d examiners t o l i s t 

i n d u s t r i a l l o a n s , and p a r t i c i p a t i o n s t h e r e i n , by n a t i o n a l banks under 

a s e p a r a t e schedule . 

On the ques t ion of bank coopera t ion , i t was s t a t e d t h a t some 

of the commercial bank:, were coopera t ing but t h a t o t h e r s were not 

i n t e r e s t e d i n the c o n s i d e r a t i o n of i n d u s t r i a l loans , and t h a t i t was 

r e a l i s e d t h a t i t i s i m o r t a n t t h a t the a c t i v e coope ra t i on of the banks 

be sought . 

In response t o an i n q u i r y , soiae of the r e p r e s e n t a t i v e s i n d i -

cated that the I n d u s t r i a l Advisory Committees had taken a much more 

l i b e r a l a t t i t u d e than they would have been ab le to t ake nad they been 
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a c t i n 0 us d i scoun t committees of commercial banking i n s t i t u t i o n s . 

A l l of the r e p r e s e n t a t i v e s i n d i c a t e d ta&t t h e i r commietees were 

t r y i n g to f i n d ways t o make l o a n s and t h a t i n a number of cases a p p l i c a -

t i o n s had been recons ide red and sugges t ions made a s t o s t e p s which 

might be t aken i n o rde r t o make i t p o s s i b l e f o r the a p p l i c a t i o n t o be 

considered f a v o r a b l y . One r e p r e s e n t a t i v e s t a t e d t h a t his committee i n -

v i t e s an appearance of the a p p l i c a n t in b o r d e r - l i n e cases , but i t was 

i n d i c a t e d g e n e r a l l y t h a t the committees do not i n t e rv i ew a p p l i c a n t s a?, 

such procedure vvoulc! bu p r o h i b i t i v e from the s t andpo in t of the time 

consumed. The opinion was a l s o expressed t h a t the maicin^ of i n d u s t r i a l 

loans i s se rv ing a r e a l need and i s a worthwhile u n d e r t a k i n g . 

The s ta tement was r:.; de by one r e p r e s e n t a t i v e t h a t h i s impres-

s ion was t h a t the m a j o r i t y of i n d u s t r i a l i s t s g e n e r a l l y a r e no t r e q u e s t -

ing c r e d i t l o r the reason t h a t t.aey do not want t o inc rease t h e i r a c -

t i v i t i e s in the f a c e of the u n c e r t a i n t y which they f e e l as t o the 

f u t u r e . 

Mr. S n s t e i n read a p r i n t e d pamphlet prepared by aim, o u t l i n i n g 

a suggest ion a s t o the procedure f o r making small l o a n s , and the sug-

g e s t i o n was made t h a t i t be d i scussed by the r e p r e s e n t a t i v e s whi le 

they a r e in Washington. . 

Mr. N o r r i s s a i d , du r ing h i s s t a t emen t , t h a t he f e l t i f h i s 

committee had gran ted any of t h e l oans which had been r e f u s e d , i t 

would have amounted t o a donat ion which never would have been r e p a i d . 

Governor Calkins s t r e s s e d the n e c e s s i t y of e x p l a i n i n g t o the 

a p p l i c a n t , where t h e a p p l i c a t i o n i s i n e l i g i b l e under t h e law, the 
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reasons which raake i t i n e l i g i b l e . 

No mention i s made in t h i s s ta tement of the s t a t i s t i c s given 

by the r e p r e s e n t a t i v e s of the I n d u s t r i a l Advisory Conruitteos ar> to the 

number of a p p l i c a t i o n s rece ived and considered f o r the reason t h a t 

such i n fo rma t ion was a v a i l a b l e in the s ta tement prepared i n the Board ' s 

o f f i c e s and d i s t r i b u t e d dur ing the mee t ing . 

At t h e conc lus ion of the statements by the r e p r e s e n t a t i v e s of 

the I n d u s t r i a l Advisory Committees and the ques t ions asked by members 

of the Board in connect ion the rewi th , Mr. Mo.genthau l e f t t he meeting 

and s h o r t l y t h e r e a f t e r Mr. Viner l e f t * 

Mr. James r e f e r r e d t o the exper ience of the Federa l r e s e r v e 

banks under the a u t h o r i t y g ran ted by the t h i r d paragraph of s e c t i o n 

13 of the Federa l Reserve Act t o the Federa l r e s e r v e banks t o make 

d i r e c t l oans t o i n d i v i d u a l s , p a r t n e r s h i p s or c o r p o r a t i o n s i n unusual 

and ex igent c i r cums tances , and t o the f a c t t h a t ve ry few loans were 

made under t h a t a u t h o r i t y . He expressed the opinion t h a t the banks 

a re in f a c t meeting the l e g i t i m a t e c r e d i t needs of the- coun t ry in so 

f a r a s commercial bank c r e d i t i s concerned and he s t a t e d he f e l t 

t h a t t h e exper ience of the Federa l r e s e r v e banks wi th i n d u s t r i a l 

loans w i l l be somewhat s i m i l a r t o t h e i r exper ience under the earlier 

a u t h o r i t y t o make d i r e c t loans f o r the reason t h a t t he number of 

e s t a b l i s h e d i n d u s t r i a l and commercial concerns which a re e n t i t l e d 

t o C r e d i t , and wiii.cn a re unable t o ob t a in c r e d i t t o meet t h e i r 

l e g i t i m a t e needs , are comparat ive ly fevj, and t h a t t h i s would be 
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demonstrated by the a c t i v i t i e s of the Federa l r e s e r v e "banks i n the 

i n d u s t r i a l loan f i e l d . 

He a l s o c a l l e d a t t e n t i o n t o the f a c t t h a t the Fede ra l Re-

serve Board lies d e c l i n e d t o d e f i n e d e f i n i t e l y the term "working c a p i -

t a l " a s used in the i n d u s t r i a l loan a c t and the Board ' s r e g u l a t i o n with 

regard t o i n d u s t r i a l l o a n s . He s t a t e d t h a t he was c e r t a i n t h e members 

of the Board would be very l i b e r a l i n interpreting the term and t l . a t , 

in his op in ion , t h e paranouni, cons ide ra t i on i s whether or not the loan 

i s a good one, r . - e . , reasonably s a f e . - He said t h a t he v a s i n t e r e s t e d 

p r i m a r i l y i n the number of people who could be put to work by the i n -

dustrial loans made br trio 7ede_-al reserve banks and t h a t he would not 

b e inclined t o criticize t h s I n d u s t r i a l Advisory C o m m i t t e e s o r t n e 

Federa l r e s e r v e banks f o r a l i b e r a l i n t e r p r e t a t i o n of the requ i rements 

of the ' law. 

Mr. Szymczak made the f u r t h e r sugges t ion t h a t the I n d u s t r i a l 

Advisory Committees g ive c o n s i d e r a t i o n t o whether any changes should 

be made in the law with regard to i n d u s t r i a l advances by Federa l r e -

serve banks. In t h i s connection t h e opinion was expressed by some 

r e p r e s e n t a t i v e s t h a t the presence of the term :'workin,_> c a p i t a l " in 

the lav/ i s a r e a l l i m i t a t i o n on the f i e l d of a p p l i c a n t s who a r e 

e l i g i b l e f o r i n d u s t r i a l l o a n s . 

Mr. J?u,'.e3 r a i s e d the ques t ion a s t o reimbursement of the 

members of the I n d u s t r i a l Advisory Committees f o r the t i u c spent and 

the expenses incur red in performing t h e i r d u t i e s , and he s t a t e d t h a t 

in h i s op in ion t h i s i s an important ques t ion because of the appa ren t l y 
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permanent character of the committees. In t h i s connection t he r e p r e -

s e n t a t i v e s ind ica ted t h a t they f e l t any suggestion in regard to reim-

bursement should cone from the Federal reserve banks . Governor Calkins 

suggested t h a t the law be amended t o al low reimbursement f o r a c t u a l 

expenses and in a d d i t i o n per diem payments f o r the time spe^t by the 

members of the I n d u s t r i a l Advisory Committees in committee a c t i v i t i e s . 

Fur ther r e f e r e n c e was made t o the poss ib l e c r i t i c i s m by ex-

aminers of i n d u s t r i a l loans and p a r t i c i p a t i o n s by banks and the s t a t e -

ment was made t h a t some bonks h e s i t a t e t o make such loans or p a r t i c i p a t e 

t h e r e i n f o r the reason t h a t they do not want t o show indebtedness t o 

the Federa l r e se rve bank. Mr. .-xuad oointed out t h a t commitments by 

Federal r e se rve banks to red iscount i n d u s t r i a l loans made by com-

merc ia l banks c r e a t e no indebtedness to the r e se rve banks and t h a t i f 

a commercial bank p a r t i c i p a t e s in a loan t o the ex ten t of twenty pe r 

cent or more and tho Federal r e se rve bank t akes the ba lance , the p a r t i -

c i p a t i o n would be t r e a t e d us a loan by the commercial bank and ca r r i ed 

in i t s loans account , and there would be no r e f e r e n c e i n i t s statement 

t o the p a r t of the loan taken by the Federal r e se rve bank. Some of 

the r e p r e s e n t a t i v e s s t a t e d t h a t they f e l t t he banks d id not under-

stand these po in t s o r the f a c t t ha t the Comptroller of the Currency 

has provided a s p e c i a l l i s t i n g f o r i n d u s t r i a l loans by n a t i o n a l banks, 

and they expressed tho opinion t h a t i t was important t h a t thu informa-

t i o n bo sent t o the banks . Accordingly, Mr. Szymczak s t a t e d the Board 

would iiivo cons ide ra t ion to the p r e p a r a t i o n of a s ta tement with regard 

to the p o i n t s r e f e r r e d t o , t o be sen t to member banks . 
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Mr. Szymczak expressed the app rec i a t i on of tlie Federa l Re-

serve Board of t he w i l l i n g n e s s of the members of the I n d u s t r i a l Ad-

v i s o r y Committees to give the b e n e f i t of so nruch of t h e i r time and 

experience to t h i s work, and thanked the r e p r e s e n t a t i v e s of the 

committees f o r t h e i r v i s i t to Washington. He then suggested t h a t 

the r e p r e s e n t a t i v e s meet again a t two p . m. t h i s a f t e r n o o n to d i s -

cuss the t o p i c s on a program which had "beon prepared f o r t h e i r con-

s i d e r a t i o n and any o ther phase of t h e i r i n d u s t r i a l loan a c t i v i t i e s , 

and to fo rmula te any recommendations or suggest ions they might 

wish to make. 
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A meeting of members of the I n d u s t r i a l Advisory Committees 

was held i n Washington, D. C., on September 27, 1934, a t 2:00 p . m« 

PRESENT $ Mr. Alber t M. Creighton, (Chairman, Boston) 
D i r e c t o r , Boston Woven Hose and Rubber Co*, 
Boston, Massachuset t s . 

Mr. "ton. H. Pouch, (Chairman, New York) 
P r e s i d e n t , Concrete S t ee l Company, 
New York, Few York. 

Mr. J . Eber t But terworth , (Chairman, P h i l a d e l p h i a ) 
V ice -P res iden t , II. W. But terworth and Sons Co., 
P h i l a d e l p h i a , Pennsylvania . 

Mr. Frank B# Be l l , (Member, Cleveland) 
P r e s i d e n t , Edgewater S t e e l Company, 
Oakmont, Pennsylvania . 

Mr. Jolin Sanford, (Chairman, A t l a n t a ) 
P r e s i d e n t , Armour F e r t i l i z e r Works, 
A t l a n t a , Georgia . 

Mr. Max Eps te in , (Chairman, Chicago) 
Chairman, General 'American Tank Car Corpora t ion , 
Chicago, I l l i n o i s . 

Mr• Win. K. N o r r i s , (Chairman, S t . Louis ) 
P r e s i d e n t , McQuay-lIorris Manufacturing Co., 
S t . Loui s , Mi s s o u r i . 

Mr,. Sheldon V. Wood, (Chairman, Minneapol is) 
P r e s i d e n t , Minneapolis E l e c t r i c S t e e l Cast ing Co., 
Minneapolis , Minnesota. 

Mr. L. F. Rooney, (Member, Kansas Ci ty ) 
V ice -P re s iden t , Manhattan Cons t ruc t ion Company, 
Muskogee, Oklahoma. 

Mr. Clarence Ousley, (Chairman, Da l l a s ) 
P r e s i d e n t , Globe L a b o r a t o r i e s , 
For t Worth, Texas. 

ALSO PRESENT: Mr. Thomas, Vice-Governor, Federa l Reserve Board 
Mr. Hamlin, Member, Federa l Reserve Board 
Mr. Szymczak, Member, Federa l Reserve Board 
Mr. Jno . U. Calkins , Governor, Federa l Reserve 

Bank of San Franc i sco , San Franc i sco , C a l i f o r n i a . 
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The meet ing v/as addressed b r i e f l y by Vice Governor Thomas, Mr 

Hamlin and Mr# Szymczak# T h e r e a f t e r t h e meet ing was tu rned over t o 

Mr# E p s t e i n as t emporary Chairman and Messrs* Thomas, Hamlin and 

Szymczak l e f t the room# 

I t was moved and seconded t h a t Mr# 
Cre ighton be made permanent Chairman of 
t h e meeting# 

Unanimously c a r r i e d . 

The d i s c u s s i o n dur ing t h e meeting was based upon t h e f o l l o w i n 

o u t l i n e i 

"A* P u b l i c i t y methods-
( a ) Bankers group meet ings 
(b) Radio add re s se s 
( c ) Newspaper p u b l i c i t y 
(d) Ques t i onna i r e s 
( e ) V i s i t s by bank r e l a t i o n s men of t h e 

F e d e r a l r e s e r v e bank 
( f ) C i r c u l a r s of i n f o r m a t i o n t o banks , 

bus ine s s concerns , e tc* 

B . W h a t m a y b e d o n e b y t h e C h a i r m a n a n d o t h e r 
members of t h e I n d u s t r i a l Advisory Committees, 
a p a r t f rom what t h e F e d e r a l r e s e r v e banks have 
done or should do, t o a c q u a i n t t h e p u b l i c wi th 
t h e i n d u s t r i a l l o a n f a c i l i t i e s o f f e r e d by t h e 
F e d e r a l r e s e r v e banks, and t o ge t f u n d s i n t o 
t he hands of i n d u s t r i a l and commercial concerns 
f o r working c a p i t a l purposes where such f u n d s 
cannot be ob ta ined th rough usua l banking 
channels# 

C# To what e x t e n t has t h e i n a b i l i t y of e s t a b l i s h e d 
b u s i n e s s e s t o o b t a i n loans f rom u s u a l sources 
f o r working c a p i t a l purposes been due t o : 
( a ) Absence of l o c a l banking f a c i l i t i e s 

as a r e s u l t of bank c l o s i n g s or 
o therwise# 

(b) Unwil l ingness of banks t o ex tend loans 
which would reduce t h e l i q u i d i t y of 
t h e i r a s s e t s or which might be s u b j e c t 
t o c r i t i c i s m by a d m i n i s t r a t i v e a u t h o r i t i e s # 
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"D. 7/hat i n genera l i s the a t t i t u d e of a p p l i c a n t s 
whose a p p l i c a t i o n s are d i sapproved . 

Be I s t h e r e any i n d i c a t i o n t h a t t h e r e s e r v e "banks 
a re too s t r i c t i n pass ing on a p p l i c a t i o n s f o r 
i n d u s t r i a l advances . 

F . An i n d u s t r i a l concern t h a t ob ta ined approva l of 
a loan f rom t h e R. F . C. r e c e n t l y sought t o 
ob t a in a d i r e c t loan from a r e s e r v e bank i n 
a s u b s t a n t i a l l y l a r g e r amount, w i th t h e i n -
t e n t i o n of not accept ing the R. F« C. loan i f 
t h e l a r g e r amount were obta ined f rom the Federa l 
r e s e r v e bank. Have s i m i l a r i n s t a n c e s been 
encountered i n your d i s t r i c t , 

G. What volume of i n d u s t r i a l advances can be made 
according t o the p resen t out look by t h e end 
of 1934." 

A show of hands was c a l l e d f o r t h e purpose of d e t e r -
mining t h e opinion of those p r e s e n t ' r e g a r d i n g t h e a d v i s a -
b i l i t y of employing r a d i o p u b l i c i t y , w i t h t h e fo l l owing 
r e s u l t i 

The Chairman appointed the fo l lowing committee t o fo rmula te 

Discuss ion of Topic B showed t h a t f i v e d i s t r i c t s had f i e l d 

examiners r e p r e s e n t i n g t h e Fede ra l r e s e r v e banks, and f i v e d i s t r i c t s 

employed e x p e r t s whenever needed. 

Favorable 
Doubtful 
Against 

3 
5 
3 

recommendations r e g a r d i n g p u b l i c i t y : 

Mr. Pouch, Chairman 
Mr. Sanford , 
Mr. N o r r i s . 

Mr. Ousley moved t h a t t h e Chairman 
appoint a s p e c i a l committee t o fo rmu la t e 
an express ion of t h e opinion of t h i s 
meeting on Topic C. 

Unanimously c a r r i e d 
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' 1 
The Chairman appointed the fo l lowing committee i n accordance 

•with t h e above motion: 

Mr. But terwor th , Chairman, 
Mr. Be l l , 
Mr • Wood• 

At t h i s p o i n t Governor Calkins l e f t t h e mee t ing . 

The Chairman appointed the fo l l owing committee to fo rmula te 

a s ta tement of the genera l consensus of t h e meeting as t o the a t t i t u d e 

of a p p l i c a n t s f o r loans t 

.Mr. Rooney, Chairman, 
Mr. Ousley. 

The meeting was asked t o vo te upon t h e q u e s t i o n -whether t h e r e 

i s any i n d i c a t i o n t h a t the Federa l r e s e r v e banks a r e t o o s t r i c t i n 

pass ing upon a p p l i c a t i o n s f o r i n d u s t r i a l advances, each vote t o r e p r e -

sent t h e member's opinion as t o h i s ovm d i s t r i c t o n l y . 

Nine answered t h e ques t i on nega-
t i v e l y and one a f f i r m a t i v e l y . 

Mr. Eps te in made the fo l lowing 
motions 

" I t i s recommended t h a t a c lea r inghouse 
arrangement wi th t h e Recons t ruc t ion 
Finance Corporat ion be made i n any 
d i s t r i c t where no t now i n f o r c e . " 

Unanimously c a r r i e d . 

The meeting then r eces sed f o r f i f t e e n minutes and reconvened 

a t 3:45 p . m. 

The Committee on P u b l i c i t y submit ted t h e f o l l o w i n g r e s o l u t i o n * 

" I t i s recommended, f i r s t , t h a t b a n k e t s ' group 
meetings be held i n a l l d i s t r i c t s ; secondly, t h a t a t 
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• i : 
" t h i s time no e f f o r t be made t o use the r a d i o ; 
t h i r d , t h a t t r a d e papers , such as t h e c r e d i t a s s o c i -
a t i o n magazines, chamber of commerce weekl ies and 
month l i e s , and o ther t r a d e p u b l i c a t i o n s seem t o be 
the b e s t veh ic l e f o r p u b l i c i t y i n our work, and 
t h a t t h e use of t h e s e veh ic l e s be s t r e s s e d . The 
committee a l s o recommends the use of newspaper 
space, i f p rope r ly guarded, s t r e s s i n g t h a t loans 
be made on reasonable and sound b a s i s , as the banks 
can n o t make unsound loans ; f o u r t h , we do not r e c -
ommend q u e s t i o n n a i r e s , but be l i eve t h a t p e r s o n a l 
con t ac t i s p r e f e r a b l e ; f i f t h , we recommend t h e 
d i s t r i b u t i o n of c i r c u l a r s publ i shed by t h e Federa l 
r e s e r v e banks t o banks, bus iness concerns , t r a d e 
a s s o c i a t i o n s , and chambers of commerce. 

"With r e f e r e n c e t o Topic B, t h i s s u b j e c t i s 
covered by the p u b l i c i t y ma t t e r s r e f e r r e d t o above. 
This ma t t e r could be j u d i c i o u s l y handled by pe r sona l 
con t ac t of members of t h e Committee wi th i n d i v i d u a l 
banks and i n d u s t r y . " 

Mr. Eps t e in moved t h a t the above 
r e s o l u t i o n be adopted as t h e sense of t h e 
Conference. 

Unanimously c a r r i e d . 

The Committee appointed t o d r a f t an opinion on Topic C sub-

mi t t ed t h e fo l l owing s ta tement which was adopted as t h e sense of t h e 

Conference: 

" ( a ) This has been a very small f a c t o r a l though i t has been 
given as a reason by a p p l i c a n t s whose c r e d i t s tanding 
did no t j u s t i f y a l o a n . 

" ( b ) Many banks a re r e l u c t a n t t o p a r t i c i p a t e i n long term 
loans because t hey are u n c e r t a i n of the a t t i t u d e 
which may be taken by var ious bank examiners . We 
recommend t h a t a d e f i n i t e announcement by proper 
o f f i c i a l s on t h e s t and ing of such loans be made 
immediately t o r e l i e v e t h i s s i t u a t i o n . " 

The Committee appointed t o fo rmula te t h e concensus of t h e 

meeting as t o the a t t i t u d e of a p p l i c a n t s f o r loans o f f e r e d t h e f o l -

lowing s t a t ement which was unanimously adopted as the sense of t h e 

Conference; 
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"The consensus i s t h a t t h e genera l a t t i t u d e of a p p l i c a n t s 
whose a p p l i c a t i o n s have been disapproved i s about what would 
be expected from any a p p l i c a n t f o r any bank loan - only two 
or t h r e e cases of harsh or unreasonable c r i t i c i s m have been 
r e p o r t e d except i n one d i s t r i c t which r e p o r t s cons ide rab le 
disappointment and sharp c r i t i c i s m . " 

Mr. Pouch moved t h a t a weekly compi la t ion of a p p l i c a t i o n s , ap-

p rova l s , r e j e c t i o n s and commitments be sen t by the Fede ra l Reserve 

Board t o each member of each of the I n d u s t r i a l Advisory Committees a t 

h is bus iness a d d r e s s . 

Unanimously c a r r i e d . 

At t h i s p o i n t , Dr. Jacob Viner , A s s i s t a n t t o t h e S e c r e t a r y of 

the Treasury, e n t e r e d t h e room and spoke i n f o r m a l l y t o the meet ing, 

fo l lowing which a f u l l d i s c u s s i o n was had on s p e c i a l c r e d i t cases . 

Mr* Eps te in addressed the meeting on t h e s u b j e c t of small 

loans , fo l lowing which i t was suggested t h a t the p lan which he b r i e f l y 

ou t l i ned be submi t ted by him i n w r i t i n g a t an e a r l y da te t o t h e Chair -

men of the I n d u s t r i a l Advisory Committees f o r t h e i r c o n s i d e r a t i o n and 

s u g g e s t i o n s . 

Mr. Bel l o f f e r e d the fo l lowing r e s o l u t i o n , which was unanimous-

l y c a r r i e d : 

"Although i n our exper ience t h e a t t i t u d e of o f f i c i a l s of 
Federa l r e s e r v e banks has a t a l l t imes been a l i b e r a l one on 
the c o n s t r u c t i o n and i n t e r p r e t a t i o n of the law and the making 
of l oans , we have been impressed today i n our meetings by t h e 
very apparent d e s i r e of the Federa l Reserve Board i n Washington 
and t h e Federa l r e s e r v e banks t o handle a l l ma t t e r s i n connec-
t i o n wi th such loans i n such a l i b e r a l manner t h a t t h e maximum 
number of proper loans be made, w i th the l e a s t de lay and expense 
to t h e bor rower . 

"We t h e r e f o r e pledge ourse lves t o use our b e s t e f f o r t s t o 
br ing t h i s about i n our s e v e r a l d i s t r i c t s 
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Mr. Ousley submitted, the fo l lowing r e s o l u t i o n , which tra.s 

unanimously adopted: 

"We wish t o record our high a p p r e c i a t i o n of the i n s t r u c -
t i v e addresses and d i scuss ions i n i t i a t e d by members of t h e 
Federal Reserve Board and o f f i c e r s of the Treasury and t o 
express our thanks f o r the grac ious c o u r t e s i e s extended*" 

Thereupon t h e meeting ad journed . 

(Signed) A. M« Cre i^h ton . 
Chairman, 
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