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AMENDMEXTS TO FEDERAL FARM LOAN ACT AND FEDERAL
RESERYE AU,

MONDAY, JULY 13, 1521.

UniTen StaTEs SENATE,
SuscoMMrrTEE oF CoMmITTEE oX Baxgmng awp CURkRENCY,
Washington, 1. C.

The subcommittes met, pursuant to the eall, at 1¢ o'clock a. m.,
in the room of the Commitiee on Banking and Currency, Senate
Office Building, Senator Joseph 8. Frelinghuysen presiding.

Present: Senators Frelinghuysen (chalrman), Shortridge, and

Prelsent, also, Senators Kellogg and Kenyon, and others.
The committee having undeor consideration 3. 2253 and 5. 2263,
which are here printed in full as follows:

[4. 2263, Slxty-sevanth Congees, fyed smglon ]
A BILL To amiod sibdividon T, soction 12, of th: et appoeved July IT, 186, kpown 3= the Fodoral
Jiarm loan act,

Be it enacted by the Senate and Howse af Representatizes of the United Stater of America
in Congress assembled. That subdivision 7 of section 12 of the act approved July 17,
1216, known #8 the Federal farm loan sef, be, and the same is harchy, amended so
a3 to read as follows: ;

“Heventh, The amount of loans to shy one borrower ahall in po ckee excwed o
rrxitmm of 825,000, nor shall auy loan be for o less siin than 107

I, Z63, Elxty-saventh Congress, fivac asssln. b
A BILL Tonmend tha Fedeml reserve pct approved Decomber 23, 1813,

Be it enarted by the Jenats and fouse of Representatines of the Mnibed States of Amarin
in Congreas areembled, That the ﬁnt.}mma;raph of section U of the Feders] reserve act
approved December 23, 1913, in amended to read aa followe:

“8ec. 10. A Federal Reaerve Noard is herehy created which shall consist’ of eight
memhbers, including the Secretary of the Treasury and the Compiroller of the Cur-
reney, who shall be members ex officio, and six members, one of whom shall he a
representative of the sgriceltural intereats appointed by the President of the United
States. by and with the advice snd eepecnt of the Henste. In selecting the gix
appointive members of the Federal Rogerve Board, not more than one of whom shall
be solected from any one Federal veserve district, the Presidont shall have due regard
to a fair reprosentation of the diferent commercial. sgricultural, industrial, and
! ical divigions of the countey. The six membera of the ederal Reserve Bonrd
appointed by the President and eunfinmed as sforesaid shall devote {heir oudire
time to the Dusines of the Fedural Resorve Board and shall cach receive an annnal
sulary of £12.000. payable monthly. together with actual necossary traveling expanses,
and the Comptraller of the Currency, as ex-olficio member of the Fedoral Reserve
Board, shall, 1n addition to the salary now paid him as Comptroller of the Curreney,
reveive the spm of $7,000 annually for his services as a member of aaid board. "

The CuateMAN. Senator, which bill do you wish to take up first ¢

Senator KExyox. There are three hills in which we are par-

ticularly interested. One is to inerease the maximum loan by
3



4 AMENDMENTS TO FARM LOAN AND FEDERAL RESERVE ACTS.

Federal farm loan banks to $25,000. That is No. 1. The second
roposition, covered by two bills, is to place on the Federal Reserve
Euard a rapresentative of agriculture.

The bill T introduced provided for the placing of the Secrotary
of Agriculture on the board, and Senator Igells:gg has introduced &
bill providing for the placing on the board of & representative of
agriculture. Those are the three bills. .

The Cuarruan. Suppose we hear first what s to be said on Sen-
ate bill 2253, which increases the maximum loan from $10,000 to
$25,000, under the Federal farm loan act. Do you wish to make
any statement regarding it?

STATEMERT OF HON. WILLIAM 8. XENYONR, UNITED STATES,
SENATOR FEOM IOWA.

Senator Krxvon. T will merke just this statement, before calling
witnosses.  The witnesses will be very brief.

Out in the Middle West country we find that the limit of $10,000
is not satisfactory. There is a great demand for larger loane. That
limit was apparently all right when lands were of smaller value and
the cost of farming operations had not reached the point that they
have now. $25,000 now in purchasing power would hardiy be any
more than $10,000 in the days when the law wus passed.

There is & very general demand from the fsrmers in the Weat—I
do not know how it is in the South—that that change be made.
There are a number of gentlemen here. Mr. Howard is president
of the American Farm Bureau Federstion, sn institution that has
at least a million and g half farmers connected with it, and T will ask
him to say s word. Mr. Howard has been traveling & great deal
on this Great Lakeés proposition to the ocean.  Ile is rather tired but
he is here to show his interest in the maiter. - Will you say a word,
Mr. Howard, as to the mead and demand for that change

STATEMENT OF MR.J. B. HOWARD, PRESIDENT AMERICAN
FARM BUREATU FEDERATION,

The CHaATRMAN. State your neme to the reporter.

Mr. Howarp. J. R. Howard, president American Farm Bureau
Federation.

There is no doubt but that the farms throughout the mid-west
group of States, which are the largest apricultural producing States,
would be very much benefited by an inerease in the maximum of the
Federal land bank loan. I have reference particularly to such
States rs Ohio, Indiana, Illineis, Iowa, Missouri, Minnesota, Kansas,
and Nebraska. 1 would also like te include some of the range States
where an immense acrcage is necessary for the raising of Live stock
and a great deal of capital is required in the handling of live stock in
that group of States.

As Senstor Kenyon has teld you, there might have been & time
when $10,000 would have been an adequate loan in those great
producing States; but it is not at this time. As he told you, I am
ust in from a long trip and have not with me absolute data, not
’E'm,vin.g expected to be present at this hearing.
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T desire, however, to call your attention to the fact that the average
farms of those States will run in the neighborhood of 170 or 180
acres; that the farm which is most economical to eperats is perhaps
200 to 240 acres, and that the time has come when we must aim at
economy of operation. The man must have a eredit which will
enable him to purchase an ameunt of land which will enable him to
funetion in the operation of that land, to his greatest advantage.

Our American Farm Bureau has in those States a very large
membership, running as high as 100,000 in three or four of the
States, and [ think above 50,000 in all of them. Our resolutions as
adopted at our State and National conventions during the past two
years have invariably asked the incresse of the maximum from -
$10,000 to $25,000.

I think that brief statement is all the time I care to take, since
those are present who ean give you more detailed information than
I am able to give.

The Casmyvan. Mr. Howard, one guestion. Why do you make
such & large increass in the loan, from $10,000 to $25,000%

Mr. Howarp. Mr. Cheirman, there had to be a limii somewhere.
Suppose a renter who had accumulated some means were to buy a
farm which he could operate at the greatest efficiency. That farm
wonld likely be 200 to 240 acres, and he ought to be allowed a eredit
which will enable him to get in on such an investment as that. I
very much doubt if the maximum lown would he ealled for in very
many cases, certainly not in every case. The probability is that the
range of loans would run from $10,000 up to the $25,000. There had
to be a fizure put somewhere, Senator.

Senator Kexyon, Mr, Silver, will you say a werd, and then pro-
ceed yourself to esll on the other witnesses?

STATEMENT OF MR GRAY SILVER, WASHINGTON REPRE-
SENTATIVE AMERICAN FARM BUREAT FEDERATION.

The Crarkman. State your name to the reporter.

Mr. Siever. Gray Silver, a farmer from West Virginia, speaking
for the American Farm Burean Federsiion ns its Washington repre-
sentative.

I have a word or two to say to call your attention to the fact that
agriculture is not financed. Weo must have other opportunities of
approaching the great national reservoir of moneys u.ng credits.  The
farm loan bank, of which we are so proud, is splendid as far a® it goes;
it just does not go far enough.

nder the present maximum losn of $10,000 the average loan is
$2,839. As a prediction or a guess [ would say that if youn increase
the maximum to the amount asked, namely, $25,000, that it will not
be larger than twice that. :

It is not hard at all for anyone to understand that the average losn,
t.hrc-ufgh this channel, of around $5.000, or & little over, is not a large
loan for the average American farmer. To think of limiting him to
amounts that will average less than thet would be a most unhappy
thought. e will not he able to carcy on unless credits are forth-
coming; he must have credits; he musl have an additiona]l maxi-
mum. The question involved is that of adequately financing agri-
culture, the largest and most essential husiness.
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An announcement from’ the Census Bureau this motrning shows
there are some $4,000,000,000 of farm mortgage loans on land in the
United States. Of course, lota of this money is loaned to others than
hu.nki,nﬁ agencies, such as fathers who are financing sons, or fathers-
in-law doing the same thing. That money will remain, and in addi-
tion if this money were relessed hy being put on an amortization
plan, it would helJ]; the country banks which have jeopardized their
walfare by axtending loans when markets were open and prices good
and with the turn of offices are now frozen. [t 1s not a sclfish thing
for the farmer, alone.

In this case the country banks are needing relief as badly as the
- farmer needs relief, nnd this is one method by which the farmer can
earry on and not take bankruptey. The farmer is not disposed to take
banf:rupt-cy. He never has%een doing it. He carries on and pays
out. Hutif ha s foreed, under the conditions that now exist, to take
bankruptey, what happens to the bank that is financing him ¢

Sa we are usking that the mnximum loan be allowed that will per-
-mit the banks to carry on and amortize his loan, and in that way pay
pay it off, so that he can take care of himself and take care of his
country bank.

I believe that is all I have to say at this time, and T am going to ask
Mr. Corey to make a full presentation to you on that subject.

STATEMENT OF ME. M. 1. COREY, ATTORNEY, FEDERAL LAND
BANX OF OMAHA,

The CuiaTRMaN. State your oame to the reporter.

Mr. Corer. M. L. Corey; atiorney for the Federal Land Bank of
Omuha.

At the outset I want to present and file with the committee the
argument which waa compiled by all of the Federal land bank presi-
dents in 1919 in favor of the increase of the loan limit {from $10,000
to $23,000. While the article is short T shall merely state the out-
standing points, and later file the article with you.

By way of summary the points they suggest are as follows:

1. The Federal farm loan act shonld be made of iniversal application, so that every
actual farmer may be permitted to enjoy its benefita,

There has heen s disposition in congressional debates to suggest
that the purpose of the enaciment of the Federal farm loan act was to
take ecage of the poor farmer who conld not get credit elsewhere.

Whatever may have been the purpose of Congress in passing this
law, in actunl operation it iz proven that the Federal farm Ioan act
is a necessity alike to the middle-class fellow as it is to the poor farmer.

If the Federal farm-loan act had restricted loens strictly to the poor
farmers of the couniry, it eonld not have made loans at the low rate
which has prevailed during the period of the operation of the act.
And if the system is to continue, there is not any reason why cvery
actual farmer, every man who actually holds the plow handles and
ugeratcs hie own farm, should not be permitted to become & part of
the system. .

It 15 just. as important to him that he get a low interest rate, il Is
just as important that he should amortize his loan over a llm%A period
of years, and it is just as important that the middle-class farmers
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enjoy the benefit of the Federal farm-loan gystem as it ig the so-called
poor class of farmers could enjoy it. ;

The farim unit in manry sections of the United Btates in from 160 to 240 acrea, which
land ia valued at an average of $200 per acre.

That is not & theoretical proposition. Our agrieultural colleges in
the middle West tell us thaFthe most economical farm unit is & unit
from 200 to 240 acres, and that it will bring the greatest return on the
capital invested and the greatest return on the labor or man power
that is used on the farm.

Aside from the theory of the thing, the truth of the matter is that
throughout the middle West this is the averagetsize unit in the eorn
belt, and the capital invested in those farms runs all the way from
40,000 to $50,000.

The CaatrmaN. How do vou get that average of $200 per acrod

Mr. Corgey. I will say that the Census m]purl.a of 1920, in the State
of lowa, show an average value of all the lands in the State of Towa

er acre of $227.69. t i including the poor as well as the hetter

ands of the State.

The anN. Is that average only in Towa?

Mr. Coney. Oh,no. In the State of [linois the average is $231.08;
in Indiana it is $125.98; in the State of Minnesota, $108.23; in Cali-
fornia, $109.67; and in Connoecticut, $100.20.

It must be recognized that in States like Indiane and Minnesota,
while the general aversge is considerably below $200, there are many
neeady sand deserving farmers who do have lands that at least aqual or
are greater than the aversge value for the States of Illinois and [owa.

3. The sdenquate finanring for this type of nnit, which ir the high-priced lund sec-
tion, will therefore require tfat the maximum lean Hmit should be increased o 225,000,

4. In the manching districts of the United Btates the mapital outlay required for a
properly balagced ranch unit ia substantially the same a5 in the !I'J'Iclreh)ghlﬁ'lﬁavﬁh)pal
sections described abeve where more intensive farming is practiced. for while the cost
of land per acre iz leas, the acreage must nocesanrily be larger in order to makea poofit-
able ranch unit,

I think it i3 eommon knowledge that there is not any class in
America so peculiarly distrossed as are the ranchmen of the Middle
West. Thr:li:"arm Loun Bank of Qmuha, {or example, with scores and
seores of ranchmen desiring (o make losns, is &bsoiutaly prevented
from making any loans whatever upon desirable ranch units. We
can take care of the little sand hill fellows, but a well-balanced unit
of a proper amount of hay land and grazing Jand, we are absolutely
unable to take care of such men in that part of the section.

The Federal tand banks iwust have o large propertion of the business in the most
highly developed sections of the country where the profite in ihe loan business are
greslest, 5o that they can make the loans in the poorer sectione a1 the present low rate.

Losns myst be made upon & large peoportinn of the most highly developed lands,
&n that capital may be attracted to invest in these securities.

This statement was concurred in, as I have heretofore stated, by
all of the presidenta of the 12 Federal land banks of the United States
when they convened in Washington in November, 1918,

The Federal Farm Loan Board in two of its annual reports have
recommended an increase of the loan limit frem $10,000 to $25,000,
and subsequent to the time when the report and recommendations
were made by the convention of land-bank presidents.
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I eall your-attention to these facts. The most digtressed farder in
the Middle West to-day is not the poor farmer. The most distressed
farmer in the Middle West to-day is the average farmer. You would
be surprised, perhaps, to learn that there are many, many owners of

uarter sections and half sections of land in the States of Iowa and
Nebraska who have not any eredit with local merchants, who can noi
borrow a dollar from the country bank, and whose sole means of sup-
port is the little cream and egg-checks that comes in from week to
weelk.

The fellow who ia most disiressed, 1 say, is the middle-class fellow,
and for this reason. The man whe owne the quarter section or a
half section of land had almost unlimited credit in the counfry bank
at the time of the %enerul inflation of things. His paper is in that
bank to-day. The bank relied and he relied upon a lair maintenance
of commodity prices and a fair liquidation of the debt in the fall of last

BET.

¥ We lmow what happened. "The fearful tumble in commedity
prices made it im iEBs for the farmer to liquidate his debts at the
country bank. ere is only one salvation for the farm, and through
the farmer for the country bank and the country merchani. The
farmer simply can not contihpe to have the great burden of debts
that he has to-day at the couniry bank. From any possible, prac-
tical or economical standpoint he can not continue to o short
term psper at the country bank and pay the 10 per mn:rigat the
average [armer is paying in the Middle%ﬁycat- to-day.

His only salvetion is In the mmortization of that debt over n long
period of years, relying upon the genersl swing of things in the
course of years to put the farm en sn even plane with every other
class and interest in the country. -

Mr. LosprrL. Would not a $10,000 loan, as a rule, liguidate him
at the country bank?

Mr. Corey. The avcrnglc vng, For many of them it would, and
for many of them it would not. Tt would certainly not teke care,
Judge, of the ranchers out West,

Senator Grass. Mr. Corey, why do the people of the Middle West-
ern Siates permit & rate of 10 per cent in the banks?

Mr. Comrey. They permit it because it is a situstion where the
rate is not impertant Eut the actual gotting of thecapitalis. Puossibl
I ought not to sey that the average rate is 10 per cend, but I thi
1 am safe in saying that the avernge rate charged in the Middle West
to-day is in excess of 8 per cent upon the farma.

Senator Keyvon. They are willing to pay practically anything,
are they not?

Mr. Corrr. 1t is & question of getting the money rother than the
size of the rate.

Senator Grass. 1 ean understand that o man might be willing to
pay almost anything, but we have usury laws to prevent u]IJIJ%ua-
exaction, and I was wondering why you did not have that.

Mr. Corey. We have usury laws.

Senator Kexyow. Mr. Corey modified his statement, and said that
the aversge interest waa in excess of 8 per cent.
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-Mr. Corey. I correeted iy sistement that the average was 10
per cent,

Senator SaorTRIDGE. The banks take advantage of the situation?

Mr. Corey. I would not say that. There are many of the country
banks that are paying excessive rates for rediscount; they are not
making any excessive profits. :

Benator Kexvox. Throughout the Middle West is it not true that
maost of the country banks are just hanging on by their eyebrowst
May be you would prefer not to make thet statement.

S}.(enat.or Grass. If they are exacting 10 per cent interest and are
etting their rediseounts at 6 per cent, they ought to be mdking a
ot of money., ° :

Mr. Corev. Senator, they are not all getting rediseounts at 6

per cent. )

Senator Grass. Oh yes, they are; that is the rate.

Mr. Cogey. The State hanks that are——

Senator Grasd. [ e not know about the State banks. I am talk-
ingr about those in the Federal reserve system.

r. CorEY. Preity generally the banks ere not in the Federal
reserve system. They are compelled Lo rediscount their paper with
the city bank, and the rate thev pay ix dependent upon what the
city bank charges them.

g&natur Grass. The moral of that is that they cught to get into
the Federal reserve system.

Mr. Corey. That iz doubtless true.

If my proposition is right, that the enly salvation for the farmer is
the amortization of his loan over a long period of yesrs, whers is he
%oing to get thizs money? If he wants & short-term loen he must

arrow of the farm mortgage companies. [ would hesitate to say,
because I don’t know, the general average of the rates that are being
charged by the farm mortgage intereata to-day; but there are num-
erous instances where they are getting all the way from 8§ Lo 10 per
cent. I think it is pretty safe to say that in these periods of distressed
conditions the average rate that is being charged by the private farm
mortgage interests is not very far from § per cant per annum counting
all the commission charges, ete.

The Caamman. Let me ask you a question. What is the nature of
this paper? Is it indorsed paper and for how long is the loan in the
country bank?

Mr. Uorev. You are referring to the short-time loans?

The CrstRMAN. Yes, the short-lime loan.

Mr. Corey. I think scarcely any of that paper is in excess of six
months.

The CitameMax. Is it to finance the eropd

Mr. Conev. Most of thesa loans were incurred a f(‘.ar ago last spring
to finanee the farmer over the erop-growing period.

Mr. LoBpELL. They represent a loss, do” they not, either in his
calile or grain ;;}:lel'a.ti(ms?

Mr. Corey. Yes, I think they do,

Mr. LopperL., He has exhansted hig security.

Mr. Corey. Yes.

Mr. LosoeLL. And it is not eligible for rediscount now,



