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INDUSTRIAL CREDIT SURVEY 1919-1939
L

Da. KURT GRUNWALD

PART I

I The Beckgreund

Among the many problems of credit and banking which had s be
fuced since the Grest War snd the fundamental changes which the
banking yystem hss since !-:pt-r]'nml. that of Industzia] Credit takes
® coaspionons place.  As the following pages will show theee is bardly
& cowntry, whether industrialized or not, wiaeh did not tako—or at
Inast plas—somo mossires for the supply of eredit or finanes to
indwstey. Their impresiive sumber, no dould, aocounts for the fuiluze
of many sconomists and bankess to sen the wood for the tmes, vz
a hew hanking strecture gradually cwerging fom & multiteds of,
often hapbazard, redief measures,

All theso measines are sdill cxperyments, and significant for & groging
towards o smtiafsctary sodution if whst woeld appear, rocent prohlesms.
A, A Barle quite rightly potuted ewt that while the sbort-torm credit
svatesn has bern avolving ceatinwsesly amil ptoadily, the loagterm
credit spatem has hisll no companable developmony since lis appaarance
at and afver ihe qulmnin wase when the Flomse ol WMI‘H"R‘]
selling bonils. It & only simes the prhljestion in 1931 of the Heport
by the Commsittee on Fmpnen and Indwstry (1020) that the fnancial
world Kas become consions of the m-enllod = Macmillin gap “*
in the hanking structure, namely the ol ifeultses of smaller industris|
caterprises in peosutang the oredit necessary for ther opesations snd
expansion. ; *

* Ametheans ol B the Y Ko mea’s sl T of peivste oupiial, oF dhe
“Talight powe,” whers achther coegmareial v dosestaient lants cpenale.
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Though, to & cartain degrea, existing slso befors the World-War, the
problem of smapplyisg industry with oredit, has been secentastad by the
poditical, ecoaomio nod socsal tbivelopmasts @ post-war days, partionlsr-
Iy is the dedads since sbout 1926, In which the governments in almost
every country of not exclasively agricaltural charsetar havo grappled
with the probless. A large namber of schemes have been claborated
for providing finames to industry, and in some coumtries specisl
imstitutions hare beess ctoatod for this purpose.

Although the prohlem is upiversally ko ovidence, it in by no means
ideentacal i nll coantries. The terine “ Todurtrial Bask" snd “ Industrisl
Cralit ™ in wee now almost everywhere, are employed to desoribo
vazious types of orgasisations sod crelit mesds, Those differences
are mainly coaditioned by the stago which industrisl and capitalstio
dovelopmoenk has been reached m the respective countries, Further-
mate a great sumber of factors within eack country ald ro the
ceenplex wature of the problem,

~ The need for special agencies suppiping credit exclusively 10
industry bas gradually beem reabised in theee diffovent quATSSER:
Edustry, the banks and the Sgate,

The lack of ndoguste capital for industry was wegontiy el F
- e = . < 1g th’
defeated powers, where the rebuilding of imdwstry Was h-;tm‘. it
by the disagpearance to a great extont of the “"“mi&rﬁ by the
Sevaton atuko, 150, i such count rivs, as th Baltic $1a4=5 inl centee.
Saw political onbar wrn separated from their previns '.’.‘;'“ pros they
Almsst completely Macking secumulated capital of their o e
expericnoed tha utmest difficalties in providing m,;.,m:tﬁhepmll
for Abeir, mostly recent, induateies which hail 80
b | intesnational cepital market.

A imilar process toak gilece im those countriss whare 1n Ehe Jeal
of yost-war inflatica imt:u; i Jost the main part of (&5 ";‘:’:
mh wnl, in pddithen, the investing middln elasses
Rrartienlly wiyed s, : |

Agait), anpital and stedit beoaime seance in the days of the Great

3 M-ﬁ‘ﬂ goat naedad h;:' jusdantay.

The banks i many ot yntrios hal been closaly coninscted
witd Hﬂlﬁ, &'mw n_rprh,y bl woeal tho woney of thair

B i
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tlepositors for investments in asd long-term eredits to indusiry, Bat
when in the Grest Deopression credita became frozen and stocks could
nod be dsrpowed of without endasgeriag the powition of the industrial
cleent, oz dovabsating the assets, apoeial institutions for saving the
hanks had to be areated to take over such frazen ssacte from e banks
for g}ﬁiﬂ.ﬂ lhpjhhtﬂ(ﬁ.

[n thess conntries, an well an in such othor countries wheso the carefsl
oparstion of the banks had prevented the freezing of their assets, the
lack of finance, partieulsrly for smaller imdustrios, berame strongly
felt, nll the more 20 as capital acouseslation is all countnes hal slawed
dewn a3 o result of the structural changes in the werld sronomy in
genoral, and of the Groat Depresion in particular,

Im this situation the State toak the initistive, Gono was the Goldm
Ago of ¥ Laisser faire, lusser allor,” when the State could leave 4l
credit problems to tho imitiative of tho banker. Aftor some docades
of a tramsitory nul more or less hemewelent © Wirtse haftapoliak
the Lrom Age of & " Plannsl Ecanony ” hed thrast enormous eespotsili-
[stics on tho Stabe and its apents, the Natsoaal Banks., In the countzves
of new imdestrial colonization, eael sa ihe seccmion States of the
Austrian-Tlungarian, the Raossisn and the Turkish Emgére, whore
indastrializstion followed the gaming of poldtical indepesdence in
hitherto agratian countzies and proviness, the lstter had ta provide
ithe eapital N

Thuy, in oeder to wirl the industrialization of thess countries, instru-
ments had to bo coeatel, varying acconling to the degree of Etstiom
prevailing in sach countey, from kolding, of pescting, ta st credit
ilist it inns,

Thit bn the days of the Great Dapression the State came to the ald
of industey wos only right and propes. A systom of sscial taxatbon
ks many eounteies simed a1 2 sre equal disteibation of wealth, and
in & great many cases eliminated e spoculativn investar in indastrisl
slocks.  Moreover, the Sscal amd gobl policies sdopted hed froquentiy
rﬂtjﬂﬂlﬂd ahe l!luuill-n.u‘ inibustey, s ﬁ!ﬂﬂbmwtﬂ' |¢ﬂ1mnﬁ
ol dhost-term and bong-torm eredit operaticns in masy countsiod after
T4 s d8 inmperalive b0 efvale spitahds crelit e foz industry,
'l thio amistance ratderod Iy the Ntate to imbwitry, as an emorgeney
isesrure Lo ovunenme the depression, Lid the loundstion for an sutively

pask. baking syslom o Modk caunleie,
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This new banking system is protinbly the clrarest sign of the cconomie
and political changws which Bave taken place in rocent yoars, o fact
which is also steessed in the VIth Anmual Report, 1995, of the Bank
for Internaticns] Settlemant, wharo thess champes ave summed up in the
followmp woeds: It is in only relstively fow countries that the
existing banking organinsation wassn strongly evtablished snd maintained
sach & degree of Bquidity that it coudl pass, if not unseathed ot least
wsnwsswted, through the crisia.  Bxperience has shown that nowhare
hisve the wethorities Been able to abstain [rom indervention, i fucel
with serioue difficultios in domestio banking. When » bevakdown
theeatemml. measures of Fnmediste mlief had ofien 10 be mprovised
and in partitular State md wak pven to supgdement normal eredit
facslities. Byt the nesessity of atracking the ovil at its reots proveled
the urge for sdeption of reforms designad 0 #lerspthes the persnanat

hanking machiners and prevert as far as pasible the ropetition of srrore
which recent ewents reveslal”

“It woold, bewever, he taking too narrow a view of the renont
banking legisfation to regand it simply as the pemluct of an emergency
witwation. Is muny respects this bigislation is the o teome of experieace
ovor a number of years, ofton connected with desp-restsd changes in
mathods of figancing domestic snd Forcigs business . or it refleets
currents of Mess which have groon gradually stronger.”

The speeitic place and fmportanee of isdustrial oredit in this new
banking apatam is recognized by P, W. Martin in the * Intemational
Labour Review" (*¥he Presemt S:atus of Beonomie Planning =)
lﬂﬂ. * Fisanedsl &id 1o industry, sometimes with the object of
Vg nicestary sncoutagensest and sapport, samotines with the
desire 2o influesce its lina of dewelopesent, has boen o maskead featire
during wecent yeam. Thoy wre all, in their various ways, sttempts
on part of the Slaté 1o mmeoarage and support basiness ciderprinm,
Govimnionl guaraitos of ihe interest oo & byt is yo8 another farm of
Btate aid. In other countrisa the Btate has o comtealling interest is
the large banks, which in tum have & greponderant isfssncs aver
most of the important sndortalimgs...

Y Btate ail to indestry may be booked 5t from thyee mais BEpeLta.
In centaiz of its wanifestations — particslarly oo the technics] mdo —
it is casentially s development of naticnal servioos. From ancibes
peint of view it is principally & resction to the stress of avete indisssis]
depression, o be discontinund whes the tsmmegenovy b past.  From
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yet another angle it may be sesn 33 the Srst step towards Government
regulaticn. To sech extent as industry becoenes dependmmt upon
the State for financial suistance, the systemn of private enterpeice iy
already in the process of seplascment ™

It iz precisely for this reason that bankers in the U.8.A. now oppes
any expantion of the emergeney messnees takes dering the years of
the Great Degression,  They are not yor seooestlod 1o the ides that
“ Capitalism in 193% is csmphatically not » systein of kissex faire,”
but see i the inereasing itnle istervention in the ficld of cradil the
paming socialization of banlosg, with a subsequent Gaversnient eoiitral
of industry. These capitalists forget, bowever, that They are flamgely
rospassible for this stato of aflsire beessse of their prefovence m recent
years for investissg thedr funds i Guvormmens seourition rather thas in
industey and thet Govemmeont was thereby esabled and compelisd to
take the place of the capiialist in the finamcing of industsy,

Moreover, oweng ta the state of o “ matarsd soomomy,” ssconding
b Professsr A, H. Hansen's evidenee bofore the Tomporazy National
Boomomio Comssiiten, Waskington, 1959, lerge industsial corporations
can mow finance all thair potentis] capital requiressents from their
own indesnal cesmereos, sach a9 depreciation funds, and o not have 0
take reoonrse to the capital market, This market, bawever,
virtually closel 10 the smaller businomss, .

While proviousdy wealthy poople sponscre] mew esterpeises, it i
diffieult todday o lind sach guppaort, partioubarly, as the capital gain
gax in UB.A, for imstansn, makes speculalive risks not worth while,
A new cnterpeiso coubl yiekd, say 15 per eont, But, a8 the prospre-
tive spomsons would probably be in the sartax class, the net retum to
ihetn wambl baoaly 3 per cent, whivh they ean realize from fax freo
municapal bosds,

o Pt there i also anather imgortant sonroe foe capital wirtuslly
untapped to-day ; the small savar.  The ssmtial prohleen h"_jl
that of harmonizing the natatal seluctangn of the small investor to
take risks which feom the stasdpoint of this own isterests appoer
axarsive with the mecessity of making availabd an increased shazo of
tho eosvmunity's savings for eterprises with s digrve of risk attached
whieh b Bigher than the average of the past.  In it poosible to devise
any manhinery which will surmomni this diffeally, which will guarantsy
the small invwator the security which be msturally and properly desres,
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snid al the sse liste make availahis adeqiate supplies of cagital in
new snd relatively enteied fiehls of preduction 1" (A G. B. Pisher,
* The Clash of Progross and Sceurity,” 19535).

Prod. Haasen's viows oms tha existence of o * matured economy ™
and o the soli~sulficiinay of the lurgescale industry, amil the wub-
maquent stesility of savinge and stegnation b comomic dpveloprmint,
have recemtly been costenad by Peof. Harokl G, Moultem snd his
enllaborators (" Chpitel Bxpansion, Enployment and Eeomomss
Bralility,” Washimgion, 1990 whir not only mject this thesss but
ilemy by that thern s nny nwed Bor farther sdort or antarmadiate
oredit fwslities for medinm and small seals businesses, sdiditional to
what alresdy available far thien, that comssetvial Lanky have been
undully vestrietive in their evedit palicies, or that thorn has besn any
woricus Madlire on the part of the mackinery of investment hanking.

Singlas slwements gan ba foend i the evideses of o number of
bazkers snd of the chsirne of the Beconstrotion Fisance (orpirstion
before ke 118, Senate Commities (n Banking and Currency, 1054,
whide the chairman of the bosnd of Governurs of the Fodernl Reserye
Sestom bofure this saeee Committen emphatically confitnsed the neal
fior spevial sredst facilitbes to sinnlbor ongorpriees, Thas @ where the
discussion stands,

Neitber can 4 final judgment bo formed on the setusl or [0 v d
ReLsLres 16 meet the fingncial needs of the vanegutod isdusttia) vom-
ijﬂ_ 'J!j Woope to discussion, for pustanes, whether o National
lt"ﬂﬂnﬂd. I.*?llﬂ."_ as [iropceed by the ailveontes of coonomic plas-
nang _h‘ Baglin fnfs Maybew, Plansod Isvestmest, Fabion Sacinty,
HUS) moubd rset kho meed of the small masufacturors for intersmodiato
anl lomg:term logny,or whethar the scheme of A. A. Barle for » (apiral
Oralt Bank (olemorandun submitied 10 the Teetporary National
Focnamic ommities, Washizgton, 225, 1930} weukl be preferahile,
«F b0 what an extent geiwrment saay co-epaeate with instesd of

erd i b ) | _

The * Macwillan Repart * of 1901, alresdy quoted befers, s
" that it wosld b warth whibs fie detsiled t:qiicid to be m]:;
WMIL_I&? whick odher countries [than Grest Britain) it_ﬁmp; ta
solve this particubsr probbem, wiz. of long-termm credit to indwsieis)
unibertakings. whick owing te their small size have ho wcoms to tho
enpital matkei.” :

B hanths B e s .
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Tt is for this roason, that i the presest supvey — for the first titme,
to aur knmowlalge — theso mothads have been recorded and the
moasuren applied in various countries, during the past two deosdes,
wigally by afficaal or semi-oficial sgencies, particulardy far the
swsittancs by opedit of the sesaller manafactusing eotespirizes. This
SuFnLy may be adoenment of g widet than s puﬂ‘!l:r financial-Siatospeal
ingerest ®

L) lsdustrial Creds| and ladesdrsal Banks,

Tho terms : Indestrial Credid sl Industned Banks ame froquently
weed in a quite different senso.  Henoe it sovmns nocesary st this
juncture 1o male char what 10 ko be wndorstoad under thass terme,

We often fmd the wonl * Indastey = spplead to banks, whick merely
tranmact the regular businme of = deposit bank ; snbwe tial Gssicn
porparations redesves] 1o ps inlustrinl Lamks; © Tndigstrind Crofid ™' bas
bseomo i same conmtrios identdffod with 1he finaove of hiee perchse
business, snd * Fdustrinl foosn ™ in USA, sejiressnt personal, susall
boata, a8 grantsl by the Modris Plas hanka asd similar imslitugions,
It can freqmently bo oluerved, that in the hestal mewapaper discimion
om the mecosiby o dacgee of industris] banks, poophe are just talking
over snch olher's hest, sinply becguse each oo fuas diffeconit coneep-
tioen of what an Indestrial Bask i or enght to be, The fonction of
n bank, it is muintainod in some quastees, is 1o accepd deposits in
carreid accoant, which slmedd not b wsed for finascing il‘ldﬂﬂ)'-
i bogsinrem whach should he bl to credit dr finsses carparations,

What, ez, distingeishes industrial cralit foosn ather typs of credit,
anil wehereinn liea (44 apeeific famction ? o

Attemptx hsve beeni meacle, Teniom tha bankess poinit of view, W divida
imdlistrial esndit intn short:term and foag-terin nocds, whertby shorta
torns epedit 5 " & bean af ssaney sapinal for the parpess of 1emparatily
i pranimg the cirvalsting capital of an osterpriss,” and thercfore sbombd
I obtained ot the money mazket, ve. through I.’hohﬂhl'l:l'!'-l’:ﬂ the
|w5,¢.f;’m crodit “ought (o sugnient the Fredmen! vapetad, " and,

T Mjwwwmwwnwﬁdnd‘m
-ﬂm e Ly baentrive lump:I:r:l ul b .Mbi.l,‘_m g.h.hi-l &:‘m{

g W o . )
Ao ltmi'_ltln"-%ﬂ ok remmiey el Isstilation b= m_!'
apd q.nntzr of Whe pafoesilien volbitim of WAk was [owdally broaght lo
a oo by e cathrvak of the jresd war

.
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tharefors, should be sought on the capital market. In the formser
pasn the aredit s to be tapsid eut of the gross-incomne, in the latter
euse out of the profite

This definition practically coimcides with the one offered by the
produsess who dutinguish between credits required to keep an smber-
eise rumaing, e the prseess of peodnction snd distribstion, and ervdits
nooded for the acpansion of existing and the establishment of pew
unterprises, Such a siries division is, howeves, poasible only in theory,
both as ragards the oredit, sod the source of repsyment ; i practios
the boundaries hejwess theso two forms of credit are frequently over-
lapping, The prieciple that » bank coadit by ita proper use shoudd
b in iteelf tha possihility of ite repayment, though correct ta a cortain
degree, applies to the individusl, isolsted transaotion, anil doss not
do justice 1w the aotual busisess [ in itz complication and variey.

Threa Kinds of Greditn wesn unitil md-t!y made use of in industry,
twnr of ‘which were roganded as sbort-term credits.  The most Froquest
otin. was the discount af notes, which usually s a standing cradit,

I the socond casn the bank grants advaseos in form of an overdraft
in coerant aount or in the forin of & guarantesd loan.

" The trade bill 25 the " Memorandwm on Commmervial Banks, |925-
1933 ™ of LAON. eightly stresscas, is generaBy eligible for rodiscount
ak sk oenteal bank, but the purchasing power advanced agsinst o
lllt_iumu past of the pernancatl workimg capital of the countey, and

& sudiles attesgt o fonse repayment of the whol or eves x large part

of suck endita mitstanding would prezipitate a ersin s inevitphly
as the attesgt o buitate Lsrge volomen of secutities.”  Thaus, as the
””“"‘.’"’"‘"'ﬂ POMEN 0ut “ the meawing and notwee of bank liguidiey
Bax widatgenn sarious chssges xinos the conoept wis first developed-
Jis signifiant thas the balief in the superior lignidity of commercial
bills to direot invetment cames dows from thmes bafore the steck
ekt ®

“Tho third kind of eredit was & long-term credit whiell sonsisted in
wmhm"'wﬂ part or the whole of a new siries of

" #f, W ¥ Suililap Thon Ligruiding of ShareTesse Chpital {Boonstsion. 5], and I
Birmakrod®, 1itwrics Kredis snd Kagiial Billwng, Viessa, 1001 A well the weitisgs
of Bl Mislton, ehowing st *nsvings,™ ie. e moowy drtined Sor levestmen), st
dilferer from ey kind of creamed banh cosdit. 2

4

{1
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The ratio of thee three kinds of sssots in the portfolio of o bank
datermined itn status as regards industey — a8 wall 21 being & esiterion
of ita Beuidity,

Omly in post-war yoars when loans to indusicy aguainst mortgases
om Peal otate have Becamn mose frequent, it Bas boon suggested that
heag-term “ Industrial Credit * should be handled by mortgsge banks.
This does mat seem, howover, to bo a feasible proposition. Not
only nre there many entorprises without any renl estate pesedx, whick
thun wosld be procluded from obitais ing coedit, bot such property peal-
ly fornss only o amall share in the sssets of an undertakiag and the éredit
thud abtaimable wowld be insafaent, Nor coold s marigagd bank
loam on imdustrial property which coudd not ensily be used for other
purpeaes. But the real dilfsremce beotwemn imdustrial ceodits and
regular morfgage oredit on wrban or rural property is that whernas
the vabet of the latter & mdopendest of the gwner, the formwr is lanly
dependest on sabjective fuctors, such as tho officiency of the manage.
ment or the industeia]l provess, Imdustrial investments ace values
quickly created sl quickly disappearing. The main sseet is often the
goadwill of sn undertaking which wenld deappear with the stoppage of
the mackine. Thes bailling and machinery oftea sepresent ne
inore thet sefap valus,

Tho subjoctive charaster of industrial evedit wnd the quick develop-
psents in industry entail the seossity for its parmansnt sopervisce,
As such mparvision soud conteol is disliked by the mamafacturers,
particilacly in countrios wheto the snditor is net vet a pop fag figure,
(oeman banks advosatal a systsin of keeping the short-tarm asd
lomp-term credit busimess in one and the sme henl, sovimg that per-
manent sspervision and ontact with the clicnt i thereby sotenatioally
snaEntatned, snd tha sccuritses cover beth kinds of eredsl.

Neverthelost, during the last few years thero has bewn a marked
ireid 1o separste indestrial eredit from the genoral basking busines
s to et ryst special institutes with this function, This dess not mrall,
however, that deposie banks do met gramt eredits to imdustry. But
this erodit i mevely a cominercial exait wnd aotually sedf-liquidating.
iy gramting creidit, for instanee, to the inmngu' of raw matarials, eu;,
oredit i aﬁnuﬂ indimﬁ}- o indestey, anid the discounts of, er
advators against vostomer godsd still form & cossidershle pard of
oredit o imdustzy, More specialized, though als short-tetemed,
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are export oredits cradits agwinst documents, and lomband credita oo
raw materials, whick are frequently sl granted be depons banks
as well as by speial institutions.

A most smpoetant kind of evedit which has eome into existence
ooly in the |ast dessdes nra the instalment seling eredit, o form of
eradit scemtimen alse callsd “ Jadumsia] Fissne,”

Wheress theso credits are more ar bt fior working capltal, for
production and ilistribution, 1o revolvisg credits, & growing number
of inmrtutisns coocern thamselves with the supply of ling-term lowna
o indostry fior fnvestments in plant, whether againss & mortgage or
somus otber seeuridy. These hanks eater particulstly for those smaller

w2l medien-rize smterpriscs whish kave no acoess to the oapital markot,

Tt is mainly this kind of bankes, o= which wo wish particalary to facus
AT Somtion Ui 1he present Survey,  Tta functiuns are best defined by
Frof. Dr. H. Gelissen, o former Minister of Conmimerce asd Industry
in Hollassl, who has boen eme of the outatanding protagonists of
Tndestrial Banks, which shoudd be “ | . . institetions 1o extend losg-
term exedit or capital taindestry, and peoceretie means for thss parpos:
b acerpting cagital ou long-term (debentares, shares). They refrain
fram all giker banksng tramasctions. They can extemd credit to mdustry
o differmt fems, gs scured or umssoured cradits, with or without
srtscipation in the profits, or us capitul by acyuirimg shares or deben-
tares.  Thay can alss act a9 niadintora bot woen 1hose willlag 1o extand
ﬂ_ﬁﬂh aml thoss s npesdof it.  The boag-torm cealit which imdosry
Feuites musss sepve mamly for capital imvestinets, acquisition of
l'm'l and bﬂﬂl‘wll maehinery, proeanss vl patents,  The torm of
cradit smay b ten 1o fifteen your.”

_Such hanks o7 institugions woukd Bave to comeply with thees sondi:
tank which ssem 10 us easeniial for the Indussrisl Deodit businsss.
Toory woubd have: {1 ) to abtain boug-teeps Resids for lomg-teem Jonnn ;
(2] to develnp o apredel system of insestigating inte the emesmic snd
reehnioe] wipecsn of the undertakivg conpesmed with dur regand to ita
m ?Mt- and to wﬂn guarnmteos ; {3) o find ways sl means
Of eomaining in ¢fsen contsct with theelinnt, after thie loan have been
\mwmal. Thia Lt point in all the more inpariant, seing thas the
smalbir emberprives, which are mainly semearried in mech Joans, areolim
iﬂ!‘iﬂmﬂ by the probloms b0 ke faced n the presnt changing
J“'.""fﬁl.’ wutld and would greatly hemefit Ly the guidanes of an
experionced and well-staffed mdnstrial credis mstitation,

@
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Anothar kind of industriol banks which does mot supply credit, bt
capital, are prosoting snd (seaing bouses which nsadetin the duvelops
ment sad finascing of now industrial enterprises, whose shares st
bonda they try bo sell,

Other “industrial banks, " such as Holding Qumpanies kap, nump]ugly
ur partially, matrel over mterprises establisked by thos, soatimes
on behalf of the state which Gmunced the bank itsell or the engerprises
in question,

Deserving of infarest are sl the so<calbad Investesent Trgste
devoloped during the ast deondes which mebilise the savings of the
small insn fer financiig indosteial emtorprise

OF more temporary charseter are the * industrial banks © ostablished
for taking aver froes ather bhanls fropen imdustrial sssets with 5 view
tar thwir grodual liguidation.

Having thus reviswed the wholo rasge of industrial finsnes i in the
vatsaas foeesd in which it bas speciqlized i rocont times, we now tarm
to the developmiont to Be seen ia thia fiald s the varioes countries,

I Indujieis) Cro&t baferc and affer the Wae,

The supply of crodit and finsnes to isdastey sl the relstion of
banka o incustsy before the war differed eonsderably from eountey
to oommiey. Thuse differmnces wore conditioned by the stages of eapi-
talistic developement reachad in onth coastry.  Te always happoned is
cosstrins with » streag and meddemly rising industnialisation snd with
insuilickent capétal scowmulation that the demand for mveskment capi-
tal cxoondnd by Far the spply. T8 was then st the typical German
mu.b:! ol ﬂm&ﬂq avidwel the = advance Snancing of fature steak
psmes ", which wis in e all over the Contiuent, with the sols cxooption
of Frasenix, in the ol Asstro-Hangnrian Bswpire, Belgium, Ttaly snd
tho seallor Bastarn Bnmpun States (% well as thélr suecessors after
tlm War) and b & cartain extent also in tha Netherluods, Tha banky

in theso countries, ofton namsd “ miged " banks for their combining
ﬂqnnt nod investment baskiog fuseticas, o “industsial ™ banks,
malttainead, 0 3 6y, elose rolstions with isdustey,  Shert-tarm
@pmnmmndh;lmum&hl.mm Daly graduslly
tha hank trand to liquidato suck bans by iswmg and selling — aften

Lo thair dqmﬁmﬂlhm and debentyres ufﬂmntalmmwhﬂh_y
bans over ibe current srocamt hued beon enabled to inoreass graduoally
their fxnd capital.  Alwming thelr clients with ragand to investsmnts
i1 o particalar Gesture of thesa banks.
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As 26 special forms had doveloped for sech industrial mvestmant
credit (il not granted ss mortgage on resl eatate), the formaof cameercial
short-term oredits wero spplial slse to industrial eredit. Prolongation
was granted for discozniod notes and hills remewed when a solo-credit
wasnot paid.  Tn this way thisereditis implied to be a rovolving credit.
If the expansion of the enterprise makes the repayment of the eredits
difieult, the munafacturor either takes in 4 partmer or issyos stocks,
anil thas the “ interim investmwnt erediv * (Zwischen-Anlage Kradit)
is ligudated on ths axpital markee.

The banks oftan took $he initistive in croating new industries, whose
shares and bosds they subssquontly placed with whe goneral public.
Frequently, they malntsined sy qoash bolding compamios a sehatantial
propertson of thess secorities in their owa isvewmens potifolo | an
apprecisble proportion aven of their ahost-serm deposits was normally

extended in the form of long-term working sredits to coneems unde®
their comtral.  They were geserally disectly ropresentad on the boands
of the mose leportant urdertakings financed by them.  Their genaral
Bqoidity was largely dependent spen the fnancial position of a
oomparatively small namber of impostant customers. On the sthe
band, this palicy resulted in n vory active support to imdustry, particu-
lazly for the opeming wp of new Balds of sctivity, in eounteies whate
capital was camparstively seares, T thess coantries the depasitors
were actually the real owpers of fxed capetal, thongh lagally two sets
of debtor-creditor appasred

Thie palicy was not sltogether o voluntary cee. Thess in
uhna:s of tha banks 1w Earope, and particolsrly is Germany,
l;pmmad great difcuitios in the years after tho War sad after the
knflation, in 2 el as the nusin demand of the ecosomy was for bag-
barm. cqodits for tatwoatization sad expansion of the plusts, whils
‘ﬁlﬁl_lﬂd_lﬂthhlr waa cithes for short-tarsa only or of & kind whick
_f",‘h‘""" to recognize.  Thers was no doubt ns 1o the evonomio
Ptificasion. of thiwe credite amd tho basks fald justified in asing deposit
m“h"hﬁ Purposs without sn undes risk, s a certaim part of the
‘kwﬁl’::: remiAna pecmanenty with tho baske. This, sbort-term

Rvostenanty: o “;.‘n forms amd to Hret extent for Inng-term
Besckitatad valling b= of such oredits would have av omoe

In prurs o ps ceiais aad the collapsn of muany enterprises.
uing Yaa P'olu'?' the banks met with diffioplty in recog-

NAEing 1o whik exsent e ! N .
o o sl q:&: ervdits had besn grasted under the
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For the crodit needs of the smaller and medivm-size enterprises
hawing mo access to the capital markes, the German big banks hed
arrsnged dollsr loans for several vears, whereliy the banks guarantend
thoigdividaal Josms.  As theso boans beeame dun during tive deprossion,
they aggravated the serious postion of the German banks.

I= spite of she dissstrous consequomees which this “ mixed = syatom
predueed during the Groat Depression, it still finds advocates, T
a beeturo in 1933 on the  Inflonenco of the New Banking Law oa the
(eemun Credit and Baskisg Syvatem ™ at the Institute of Bankess,
Lomdon, Prof, H. Kalversm rose in defemes of this systom :—

" The domand, be stated, has often been made in Germany that
the banks ahould sdspt themsolves more clusely o the deposit banking
of the Engliah Basks, which textsict themselves to an adjsstment
betweess supply and demsmgl, by discosnt, peoeptasce and seourity
loans, and which forego delsberately all dinect purticipation in industry,
(hyr mixed imstitotions, which i addition to erdizary basking business
condust every kind of industrial transaction sod undeetake the iswes
of boauds, Bave regidarod most valaable smevice in the trassfrmation
of Gormany from a puroly agrarizn to an industrinl state.  The Germas
eapital markst vomhl Bot, owing to ia geeat laek of capital, astasfy the

demanid fot loag-term cxpital which hal bessmo so wrgent by newsos
of the rapid increase of poplstion in Germany and the pace of its
indastriakization,  Thus the Germen bar ks had to overcoma the shortagse
of capital by an wlrodt aystom of tamparary financing, by using shage-
tarm deposits for leng-term and investaeent credits, with the sltinate
ntention af teansforming thian inte shares asd oblspatioos. Sush
cxeilit pobicy seems nowulays, if the polden rules for proseeving lignidsty
aml spresding rieks are fellowed, ot to be wrung is existing condisions,
worl it shoudd ba of eomsiderabife help im the bailding wp of the German
ooy, |
wiWe gen of epinlon that s hoe issuss of capital withoat a ssificiens
m'n'ng of the productiveness of tho mslerpnse seoking it contams a
sotious risk. T limit the grane of oredit for imdustry bn tho foem of
capital st to those qpp&mh_mly wiick hawe pd‘«fiuf_lﬂjr hal
satisfactory  Dusisess, and therddore o sutesfactory lasking recosd,
sezms to uf 10 ba o naoh wafer prooedsre than the promotion of eomi-
panics, whoso butinges has Mitliorte beem unknown to the pehlie.  To
the latter ease oo esflctont guaranios is given of the prodoctiveness,
of the hyssess coucermed. Mixed fanks carry out all kinds of basking
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buniness and are, thercioze, able to kevp 2 costingous choek on a elieat's
business.  The mixed baoking system fierther’ s more adsptable to
basine fluctuations snd orises and om the whole therefore is able to
work @ o mere rational way,"

It & alse mpmifeant, that Grrmas cconseniata still takn the view
“that it in one of the most regalar farts of modem cxchangs " thst
long-term cendit noeds ate supplind by short-torm doposits, a5 * within

a fatitmal eoonnmy in toto it i hardly possible to speakof 5 ehort-term
crulit nesd,”

The " Giermes = system, whivh, it is contetdnl, aros bocasse Gee-
mims hanks had aeithor the opportusity of investing in colonial stocks
nor s poblie utilithes, as the 1sttes wors finamead by Governments,
hias beon 1o yoma extent spplied adsa 4 the Unltod Stakes, whare, as
in Germany, the prooms of mdussialization had st n woprecoded
by a omntury-long capital scounuslation, as wae the cpse in Bngland.
The great svgmber of siall banks prevented by law Trom peoling sheir
sesaurees amil eestricted to keep individual loana within a cortain Tatio
o thair capedal, coudl not satady the d—m;% wing bmlestey,
The manufacturer had thes to muddle through oy rmall short-
term erodits, und whom in the daye of & depromion a credit wes not

R rengwed, the matuficturer was compelled, in spits of the s dness
of Bis nsinawy, ta doolaro Mimenlf bamkrept. A way est of shis
entanglemest was offorad coly by financiors and morchants unler
umally rezhsr stiff conditions which biosght the menufssturer under
thoir completed conteol. Thess econditions have somawhad changed
sinoe tha War, as ihe rapil developoimt of the stock market sud the
expasssion of the banks, ue woll a5 the smooth working of the Fodoral
Reservs Bank wystom besehted imdustiry dirsetly smil indicectly,
_“_l" mel sl keap in mind the iu'lp!l'h#lbﬂ_ fiig the ;pmh)tﬂ‘ of the
wn‘ etedil bhusisss, which was practically undeviloped beflore

ar.

_ But,asit s mazod in the “ Raport on the Availahility of Bank Crefit
in the Seventh Fedural Reserve Distrint,” by Charkos 0. Hanly sod
Jueol Viser (Washington, 1335). “In weospsed lanking theory in
. s Britwis and the Usited States, it has slwuys been laught
w * that banles should wake only selfiliquidsting loans, thab is, shat
- q.‘ they ahould advance feads to manufscturers oaly if they wors to o
{ used o b‘r Taw 'Inl‘hlhh F meet pay rolle, ar o prodiooe goods
alrnady sabd, the poocesds of the aale heing weed 14 retire the an ; or

i

e 2 Yo O e .
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1o fingnoe sepponal apemiions ke cobd dorage or the morehanlising
of agricoliorsl prodiets | or o enable retuilers 10 carry Inventosies
through & scasomal peak.

“in practioe, kowever, at beast in Ameriea. hanks have nevor vomfnod
thetnselyes, mither in the distast or o the secent pas, to this fypo of
loan. To a eonsidorable extene they have linanead the perehsse of
equipzosnt and evon busldings, knowing thet the menoy eoshl not be
pepuid out of burnovar, bat saly veer dosly amortized out of profis,
To a #Lill |arger exten thoy have purepsd & sisibur policy with regant
ta the permanent working oagital of the e, iy whicl is meant
the sinissum dnyestmest in inventory, secossts pedeivable, und
wetseallanoons supplies which i never lquinkstod s long asthie busaiicas
goos well, s listingaished foom the xasenal ar othior temporary poak
oad wlick i avtually liqusdated frons times o i,

T the necenal conrss of bosimess, invesstorios are sohd smd ﬁ;“l‘ljli:tg 1

weeeivable ueo colletsd froquantly, so thet the momoy comen in just
s it does 0 a e commerciad or “one-tueiover  jonn.  Bot it a
workng capital Jdn, tlm momey, hotgh it comm s in, cannot be ussd to
Wfﬂlhr'bdnk et rost rictifigy the oparakions of 1he hinsiness,
Uinbsss thern is s Shusonal dneling in the sammt of working capital
nowleal, or the lbaviness is going backowanl, the invontary ks seplaosd
a it in sl anil $he pecounts ooy ahibo ws they aro gusd up are replaced
by othors, Before the deprescon i was commaon banking practice
1o let smeh Downs van an year after yoar o lomg a4 the imtorest was paiil
s tho borrowers’ faeneial satenst eontinned to shos a satisfectory
working-capital pasitlon. L u'liuﬁm-uy stutement epanit ong which
imlseated that b substestial proportion of the working eapital was
furnishtd by tho borrowor himsedf o7 hid boen obtuined Front i veston
thremgh the tssuancs of koag-tetmn ahligations, This Foguirement
wir freqaently plirassd im terms of & 21 ratio of yuick asots to
curpent Lishilsties, Tho 22 1 requiremest was partly a sufrguard
against oveevalustion of the sanets, bt in farge part it was clmpvnl
{o insaee that the borramer Bimsolf kel a sabstantiad stake in the
uiisan.
“The tiost sbciking differenre hotwoen the presemt sitwation and

which pmrulnl for many yesrs prior 15 the sdvent of thi"pxm;

ion ¥ the disfavorr inte which thew working capital M}ﬁ

pominally short-tinie, but realiy beng-rum, hava fallen.  This disfasou
is oondest! i the attitndes oth of isnk cxassinnrs athil af Bankers.

3
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Many sxaminers have beea poessing the banks toscoure drasticcurtails
mant of loans classified a2 “ slow,™ protty mvoch mgandlssaaf the (eality |
of seeurity, and this sttitpde seems 0 kave the approval evea of many
bankers."

Thare was slso snother devenlapment 1a U8 A, which wus of consider-
uble imfluence on the industrial coedit supply. The progressive
ciscimtration in mdustry eliminated many ssaller enterprises which
were e chiel usors of commersial bills, The bigges waits uiming st
linaneial indepeadence peofer to seeare their finance by access to the

. cupital marker

Tha subsoqomt poliey of the banks to make boans to the sceurity
buying poblic cn the guarantes of the bemght seourities, stimulitod
speculstion to an wnprecedeatal extent with the ksown nunw-qnm
disssttoes both to 1he public anil isdusery,

From "s parely batkisg point of view. as the Loagus of Natsoms
Memerandum polsts oot, the growth of ssch loans largely npmim'u
the effsetting of « short-teen linbility with a Jong-terns awet. Evem
thasgh the individoal losns are caly shkart-terns, | ultimate wse of
the fands peovided throssd thess losns is for LOFnY [lsrposes,
uamedy o provide Sxed espital for industry, Theso wesets can ln
Bquitatad only by the sale of the seousition lehd as coflateeal. This
ia hwewer, o wlow peocees and for theowing lange masses oo the markst
woukd lewil b shiarp fulls sl farge boeses.

Quite dillarent was the gititudo in Baglasd and the Seasdinavias
anid Latin-American. countries, whotn the banks dovedad thomselyes
axolasively to what has bem desoribod s Dhegedt. Banking, ie tw
roceivan e monay cn deposit anit lemuliisg 10 ey WhoTi-EoTime B0 cOInE s
sl indwstry i e farm of discomite il wilvanses. Thev ayvesd
mormally immolilisisg their resanrces in Jomg-torm erwlits 1, op
prsticipations, in dustrial murpm I these eoungves the lignlks,

 mh s rele. refmined from oxereing sny liteet lnflisonoe se their
CURLTATY,

This spatess coull dovelop hevause in Bngland the smasn finsacier
oz mdustris is woi 1he bank, Lut the mesohinnt ; mewhere v the eap.
noctiom hetwesn bank and indostey boowsr than bere,  The merchant
= the finanper of tesdes hofore the days of the factory xystomn — proved

& 4 b 1he most reliabds ceadit souree alvo in the new ons. Whiat enalidad
£ him to unidprtake ‘this funetion in the ceomomy was 1he wegltl;
"ltlhln! ddoring  nusny  groerations, couplsl with the ersdiy
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farilities oxiendnl to him by the banks. Ho was thus ahln vet only
to #efl the taw matensle on eredit, grast mlvances on the prodoor,
or wll cquipesent e ernlit, bt freguatly 1o bend warking capital to
the msnufsctuzer, anid even cagital for expansion of the plast.

Thasks 1o the scewvemintel weslth of the nation alws the amufu-
purer was ablo to cover his financial necds among kis imassdiate age-
rounlime, i malatives and Friends, and slbongh the Limited Connpany
is the wost frequeal Form of enterprise in industry, actually the
ety of =ssch exses arw owned by familses only,

Ap cettain times indostry. not satisfied with these ceodit facilitbes.
triel t0 sttraet degosita from the public dieectly, Thus we fimd that
the cotton industry beforo the Wer bl a1 118 disposal cheap ernding
gervern) tinees in exeess of thesharoeapital, 1t in impoisible, kowwvor,
for such a system to work sabisfartogily at all tsens of the bavines
oyele.  Thiw it proved the exoeptior rather than therele in Baglasd
whore the prissiple of rigsd lissit stson of long-term eredits to long-term
doresita b stuietly adbesed to, 11 woubd appear that the formslatios
of this principly Was s result to the Englisli practice ratbes thon
W l'lfl._ﬁlmﬂf.

Eaglish banking mathods peo followed to some extent in France,
whoro the bangies Jaffabren ad the importumnt private hankisg houses
wobid ax investment bankers 5 the lrading hanpaes de eredit operatad
ehitlly mn deposit banks besides playimg an imgoetant silo ax inkor-
picliaries for tho isue of Govormment amil other public kans, both
domnestie snil foretgs — & fuem of invetmens which was paricslarly
aitrgetive to French eapitalists.  The bag eosnunoreinl banks jm Switeer:
hasd, witich, howavor, did nok play the predominsnt 1éls of similar
instituticns in other cownivies, ule wadericok jndustris] houling
on n 1arge scabe, Int wwing to ‘3\1" oarly sstablisdarent of mprecial trest
copatbes scting a intesssdiaries hoturen the hanks asd indusiny,
the dipect relatsons of the bawks with industey wese lses intionate,

A saiewhat diffarest prture, Buswever, ix soom i post-war Europe,
| wehem {aovording to the Semorandum om Comsereial Banks, 19551919,

of L.OUN.) * the conteast beswaom pure dw;pa"t Franking and indestrig
panking aystems hav bem consderably woakened. The systems of
i formver 1y Wave rxtendad thise aperstions over a considorably
wider rasge of activithes aml Bave catered inti warh closer relations
with indmstry than ﬁﬂugﬂy- This s partly the sesalt of the Gt
[lml-iﬂf degremion whick soriously wlfected qnany of thele most
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impertant cavtamens ; short-torm oreilits became frozen and, to protect
Loz oW isteants, S basks were froquently obliged to take ever the
seoatbly foy Joass peeviousty grasted mul 10 assome dirved control
over large imlusteial undertakings. The direct relationship thus
entablished betwecn hanks sl imdustry enabdsd the forser to exoreise
wn sttive inflyosee ea the teorpasivation of the lattor, The grodaal
liguidation of the basks' industrial engagemomtn proceaded rolatively
slowly and bl been only panly effoctod whes®he peesent depasision
st s, Furthernsore, in same of the countries coneamod, ismges of
ndustrinl s sud bonds copecially thoso of ol er indusiries, lpye
bees Joos oasily marketed in the past decade than Tormerly s industry,
acserdmgly, ks hal to rely upon bank erdits Lo, grostes oxtend.,”

Them wpa, howaver, sl another faotar (ta which attenticm i
denwe in the Woedl Bowsiumic Parvay, 1981-1002, 1LOUN), eie
that “ 6 a gread number of countries the oxtension of bawsiness
onteepeivs was marle possible by bank sdvancos rather than by
vapital sebecription.” becawse “the heavy taxation profits
deriviel from largs sealo enterpmines has Doen & powerfid incontive
to the financing of delit rather than rink bearing oouitios.”

(O the ofbor hand the mixed benking systom, nutwithstanding
the groat serviced it had ponferad to $he industain] dovedopmst
vazmions gounties, had bod to gn slmost universel collapss of the con-
tinantal banking systomn, and cven the hig banks, partly womstarily;
partly mmder the prossure of strimgent hanking bgisiation, now gend
W0 devole fere attention bo deposit bumking than formerly, The
st of shaves hodd in industrial underfakings s boen roduoel
1ot ey in proportion to totel asels, bat in wany cases, even in an
abwluts wmes sacomparsd 1o pre-war figuaes, sud the vesthods adopted
foar e bisg -V finan cisg of industry bave bera nolons volss sabszan-
thally modified,  Fhe paks invelved i issmebilising a lange proportion
af shoattéem [ands in lopg-ters ivostmonts having hien a0 patently
expeond dusisg the JiSeult perinds of shakes con fllenioe, i s
not werprisieg to find new methods being levised, such px Bsancsl
trusts or Bobling eompanies, finescod by debeuture issues, which
unablod the banks o wxomvie am influence on imdustrial concems
withoat becaming too olossly ulemtified therewith. Sach conspurios
Bave boen in existines in TLEL for same time gl socont logislative
i #t the complite mversnce of wseh “Seeurity Aflbazes” from
deposit banks. But sle in ather u’i;funuin thore lige bown u marked



7 EURY GEUNSWALDL-INBUSTRIAL CREDIT SONVEY | (1]

evalopment of such osmpanses, both in countries where industrial
banking is mnv&:uﬂm aml I these whero deposii  banking
predominates.

Aleo b these cowntries where the strict balaneo of power beswosn
dopesit and iwvestrumt banking, a0 vindicalod i the days of the
“ grossn Banken Sterhes ™ 1820732 has boen waintained, the supply of
exodit to industey provel wosalisfeciory and the attitude of the banks
townsds (ndustry met with severe eriticean, ax the 1934 progeamine of
the Libersl Party in Goral Britain (The Liberal Way, p. 28} chearly
ahows : 4

= Dousles dealt harshly with imdustry ot & time when it was sufferihg
Teom the effects of & policy of deflation for which the banks thesnsebvs
are largely respoasible. They st charped with havisg favoured the
bég finanewr-cosmhines, and failed to help small and struggling. bt
sounad emorton,  This is lurgely atteityted to the huge size of the modem
Banks, capecially the Big Five, i which centralization bax been carsied
ot s far that petsonal toneh with custosors has been |ost, and locsl
managers have beer mducad to sutomats b headquartess red '“Pﬁ.---’
It is complaized that the powet of the Lanks bas been used in wnch »
wits 58 to make meosey The master, when it should be the servank of
industry”  And the complaint is trised aguinst the Bank of Begland
(hat it in msoen concermed with the prestige of Biritish mooey in the
eyes of the werkd, than with the need of industry, ibes €0 tl:ﬁ faer
that the direttoes of the Bank of Eagland are chosen fresn the ug Ciby
hosuses aml =ot fromy jlustry. _

Amd the Macmillam Roport, 1501, opesad s discssion on the
difficriltion enevmtered by smaller industrial ontespeises in prosufing
the requisitd. owdit, o discamslon which has continurd usabated even
im pecent tinmes.

{8, havwever, alwo another importand aspect which _"!‘_’“l‘i'm
-]n?-p:imiaé. Thas has boen vory cloaely pat i the m%&rﬂ‘:
st of the * Boossatiat * on Muy I8, 1435, wheee st is atatred tha

e bonarmily mrings it e waseptamcs wilews of farger hiske. The compleion i
o vheo Bmetn HManking Comntlite (100 Khat ™ Dacking s |wing dome FOMT
m"'wqw Yacking 1her poewoual Loaek = wad thai for thie pascn © Fhamee
:'.::rm oo mvare avaibaite, srepiaTates e eutlcal exppirinnies in st cosfiTi.
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fimal question is thal of fefing wee eutlets for the doubs' rescerces™
Mr, Mehimna emphasized the need of ligeblity and socurity,  Yeu we
cannot everksok the two gaps in oup present financial system, nameoly,
the dificelty of peoviding stedium term credita amd the dillicalry of
fraling capital for swadl underiakings.™

¥ The peosscrs of Ligell fueds’ partionladly n US.A. with #s ol tise Ligh
deposits wma evimiusly bad o aFw sppneeh (o lsdary on part of the baaks,
Thers are [ndieuiises for ek o e of Qersiopenis * trarards Indoshrial Basding.”
The * Koowamiod ™ of Nawowber b6, 1000 noted wiwlor thin Srading -

* 08 5 W warrs ool of Uy scknowbedged dmgume n whish e [#0ats oo mkest
B of (her (g o Lamwdene i Miml Unisssdirn, b the antabisdomerd of shouer o
wmate it Inks wik bslssiral satogprises.  Evidosee lms aliewly sovmmliiad of
Voo growih of ihis tepdeney,  The sponesriog of indust vl s is 2 Uppo of b
with whick & namber of 1 privato hanks havs bon ssaoiiated for meo yous gast.
Frot spomssting a5 koo 1 taking § Sroct partidpatiss w0 i iy o sl viep.
The pexi wiage b e wrslation of the merchan b U iedeaiial ank s b soguis-
tism of a partivigstion @ dmtry 5 o dicect sell.ombainn] lasirsn proposition.”

Fimiler Ymdencion aoe ohosrved da UEA, wheve, seading to = Pl Fulen ™ [No 4,
19, * Banking &5 a lasinres ) 1 = Moow peoonly, Somsune of 1bo enleged disomet
furditiey spen 1o Frders] Reservo member banls e 1535 wind the sirong eah pestion
of muny isstivsiions, & sonebinrilds ssmber uf bardis beve bom able b0 wld Lo dheir
warving sesets by graalieg torm feant (o industry for pevieds Tanging up o B yests 10
sl s tha prtimeemt aned rrdnamring of sotitvading chlgativs of fo [ervide sxw saplial,
Acraading to & evrst wasdy by the Yoders] Brserre sihonition, weekly reperving wermber
mhunlbﬂﬁﬁlhtumgmhmnimjﬁgkrlhwmmm
with & tedall origial vadee of § SOUN000.  Ssek term boste, o ocurs, mary bigher
Beterest reten thes shost ferm commereiad luenesisge sad thorcfor esharer laak
bamae <

Al e Report of fhe (o Nefiwsad Beal for 1909 saion thatl = the hank oy
cantiorsnd (0 maks wnllem term basia b8 100 casew, whees the asters of Lhe loan sad
e character of the ermsnvr jueily & longes muiurily. The 1otal ol rolume of
these Uouzs o 1k busdin bt 1w Ductvased] foam mhst it was tarelee ionibs age.  Thers
b wilie saclabion in e maturitios desguyiod [or the domm leans, het S the msi
1 thery ramgn froms ome yowr Lo By, Wik Dhe anicage a1 shosk There aml o bl
vemr. In a ew iseviad rooes, » term cxtoading s beag 3e des yoees b boen approrsd.
The priveigal smcuste vary sl Aba way fom § 200 to seperad million dollars,
shipemding va the felivhiual dbastion. Paysmis s whedainl serially 5t spevitad
Peton  Ifrwweer, i oasay ones Sk baatt e podl o befiew (g dee dur, therely
rodacing the netaal aversgr biv,

The quillly of chows imermotiaby irediin b bigh and whis kbo IeToet Faled oo
madenute they s, neverthobus, sescnhatl beiter than tha phebd on Mgh grade invest.
et semurities of miparabbe mulatities 8) carrest mares proces.”
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It was niber the influrmos of the Geest Dogavesion that the jroblens
of industrial cradit bheouse socentuated 10 2 deges which called for
imbirvwntion on the part of the governisents. The bauks whick kad
so lorally provided short-tem mosey foe bomg-torn credide, mow sw
their assets feozen and were pob jn & posision 1o iuue furtles cediss
te industry. Any sttempis to liguidate such frecon assots would
hsve cennad their complote boss - in many cases the baiko hail 1 jrvest
fusther capital im onder o safegeand their gesote, It thus bsamo
nevessary for the state to tale over from the hanks sheir frozen ssseds
el £0 restars, st ledst partly, their liquidity in ceder (s prevwnt theie
failure. Un the other band the industries coubd ot stisfy thoir crdit
ponds am the capital markes noe could the restricted crodit market offer
thetn any mliel. o the case of those smalles enterprivos which oven
in roemal times expesiesscnd difficultios in satisfying their credit noeds,
the nitustke becamn particabary seate.

Beergeney meassres in the Belil of industrial coodit bad thus &
threedold aim : to sawist the banks in ligiadating the frdsen sssets
without lacliﬁtl-ﬂg the isterests of their Tlh'!’l'l-l; fo '[ll'ﬁ'.l'lk pire ceadit
through the thes recoratructed banks or specially created institutions;
and, finally, to creste new farzm of crediy anid o soarces for tle spocific
paods of small s maddleaisad industry.

IV.—The Special Prodblem

This lnst-mestioend  proliom, vz the wopply of medium  and
loog-terms etodit to small sl moediam-sim masufucturing weder-
takings although existing before the Depeession amd even befove the
waz, bad beooiné particalarly asuin os & sesult of the recent develop-
ments aml claiiied inresing sttention espocially in countrien whore
during 4 period of rapid indistrial expansion, mrionalisation and
cotbination, tho small undertaking wes conaidered olwalote unid decmed
1o disappear.  In loet, it was regnrded by soee as being pocessarily boot
plficient thas the larger unit and gawrally subject to highes coats.
Tts elimination, thereloos, was advoested as o stop towanls the oon-
wilidation of the modern indusirinl structure,

The holders of this view oveeloaked the fast, bowever, that the vast
majority of the smalke undertalings belong to the flakshing induatries
and that wach industries borome mom and moes ussuitably for o
binstion in the degres thatl they sre remaved froes prinmey production.

Moreovnr, scconling to the American paint of viw " although small
nntergrise has had Lo bear the brunt of the resteictive peessure involved

P B
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= e bank erwlit liquidstion after the deépeession, thers has never
been any copelusive evidencs agwmbled to prove thet small enter-
prise  genszally high-cost smzginel enterpeise. In some industries
wiich, by virtiue of their prodociion problems, requirs lasge eapital
investasonts smd large arale organization for eSective and profitable
operatiea, the small prodoess oay well be o high cast smanyfacturer.
Is other industries, bewever, it may be fairly stated that the amall
eatablislesent is [rogueotly jest os effertive oo & profit asd Joss leaads
ua the large coneen. s still othess, requicing prest Sexibility of
sdjustmiest 19 mackets, produciog for & loeal or lasited nucket,
manufuciuring. s balky or perishable yredsct, or emploving highly
skillod labour, the smaller enterprise may be mare sective Chas 115,
barger oie.” (Young, The Awnilahility of Bask Credir).

Purthesmom, as i ]'H'li'l'l‘fﬂi aut an the 5. m:l' o lﬁwu al
Credig 2rl Capital Dillieulsi, wnbmitted by small mstnbectoper,,
“many of the smuller mansfacturing plants aw fostnd in Nhtmly
sl localities and ax0 lasgely owned and operated by Individusls op
small corporations closely identified with their combimnities. T
plax an impertant rile in the geasral ecomomic apd sotinl Ufe of thegs
respective oommbanitics, sinea they ted to atalilize employeent angd,
in many instanoes, am the chied consumors of looslly produced row
msterials,

" ¢ is, therefom, apperent that amall mansfsstusing plants predom.
seite wnel Lhat thov are n signiBeant source of emplayment. This is in
itedl evidetuon 1hat thoy are generally espahlo of sucoeasfully noretine
competition, Smsll indestrial establishments sre = woven into the
ecanotmio sl sosial fabgie of the Nation that their continund progeess
may b considered a fosdatnental peerequisite to semnd indasirial]
drvelopment,”

U5 ik wignifoant adeo that masy recend publseations on the preseny
prodlem, whether Amerinas, Boplish or German start off with 4
statistical gppreciation of the impartancs of the sl undertakings fy
1k scnniomic [ifo of their pespoctive comntry, and particslarly of theie
likour eheoelying Ca[InEiLy.

‘.h & atter of fact, pwing to the hitherto provailng Leveul to wnder.
SRS the impartaeen of small indnatry, smoll esiortakings had
‘_"" "‘bl‘f""_' to the disesimanstion oo the part of bunkivg cireles fiuy
pramns variod in easly of the countries coseemed,

£
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In Germany the concentration of banking is ascased of kaving s
voursd the developmest of large scale suterpeisss.  The lalter, in tum,
loaked to the large henks to provide ezodits and to issue sharea. Thes
1t came aboes that the sysien of snlusiral Bsgncing Tavosred the
fosion of provincial private banks with the Yarge joint sieck banks,
whose brameh mansgees had noitber the instintive por the suthority
to deal with the longterm eradit problesn of 1ho moall unit. The
fuster, Eeailes bemy isnignificant im wao, were wpially jiivately owned
and ot crgesized as u lenited: company.  Menoe thay dul oot 6is
intn & avatem sineg 3t the liguidstion of the dous by & delimturo or
shigo jaemo,

T 8.4, weconlivg 1o the Yorng Ropest, * liws il buss hask ernlit
fram that pesr {1223 on b0 1920 was farnished to indastey and tewls
directly. theough eommeecial loans, snd meome and saore, indizsctly
thmugh I""'“_ lo soamsuriara, losis on seerstivs and losns on roal setate,
Frows the pent of weew of fmdusity it meant a tendeney for basiness:
to fmance itsedl loas with funds abtained dipetly oo banks iad 1000
frmn w]a!it'km- S v laes oyt of cxenings sl seeytity oflermes 1@
thio plIMIC., at .ﬁ.ﬂ‘l ﬂ;_;-- e I sl Taker h_\' stocks. Thi'.. in 'ml'-m
b o geovng logree uf fimsneial selfsuflicieney, modably of the langes
units, while sssaller sanufactarors, aloosdy beforo: 1020, fooml it
diffizalt to oldain their longtorm seakits withost peccurss 1o the
fl"ﬂ?'m.‘ﬂ 'i".'ﬂ'“l!l!'l.li loans.” Thi-‘.g&iﬂ. mfnlﬂ] thio Mm' ah
amal] concemma tesul b aperaty mare rm‘um[h_ o8 a lower mm of
el Working capital resnenses shas barge ﬂ;u._cnm-... asa) iluging the
drgiessiit. & b peroentage of working capital had hoon dissipated:
The Bupert winils op by sdveeating the wetting wp of u spevial interr
sliate-tema-crlib-syaton, if wermssary, by the Fedsral Guvemient,
fisT 5IIIH“ tgatsial OGRS eTRy, Prw. to this cwl have heen
introdueed in the IS, il sties o, VRO secamion s .miﬂwh(‘tmp
on the u‘“‘"‘“‘;‘“‘ Bill befuen the Semste Committse e Ranking snd
Quigrenry, sod Uhe ovideuce beforo the Temgorary National Eeonienie
Cunumitted, both in 1059, osntaim thy most instroctive mormation
on the poodiem.

Tho farcreacksng chanpes & the finaneinl strmetum of postowss
Boghand to which wo Rave alteady referrod Ind to the establishmmt
of n namber of spocial institetsous, ﬂ[lmilljj' aftes ho ]’m"lllﬂlﬁ!
of the Masmillsa Report, 1991, quoted kb,

“ It has bown represested to us that groat diffivulty is expericacsd

Wy e vusalor anil mnkinnisized businesees in zaising the capital which

B ey
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they may froms time te tine peglng, even whon the socurity offered is
perdectly soend. T peovide sdequate machinesy for mising long-
datnl capial in ameunts sob safficiently lapge for yublic sesse,
e nmounts ranging from sroall snow op o, sy, € 200000 or srare,
always pevserits dilficeiloes
Tl eaxpense of a prabio inene is toagreat in proportion to Uhe capital
ruiserl, aned tharefure it i difficalt to inteqst Lhe otdimasy isvestor by
the nsusl method ; the investrent trast companies do nod ook with
amy preat f3veur on enall lssnes whick woold have ne froe sarket sl
woudd roqein chosely wat:hing | mor can any lssuing Boums tie up jts
Tasals bn Jong-cdate] capital imesen of whick it cannes digpese. 1o peme.
ml, therefoee, 1hese swaller capital 1ommt amn mnde theeagh brokers or
thiomgh seime private chmnmel smiong mvestors it the kealdy wheeo
thie baasltiens i sibuated.  Thic mayoften b tha moat mtislactory mothed,

* As we do not think that they could be hamdiod as a general rule
by & Jarge caneern of the charstter wo have cutlised above, the cnly
cther altesmative woull be to dorm a nompany 0 devoln itsed porti
cadurly to theso staller indnstrial and commercial bsues. 12 udditio
to its oedinary capétal, sech a company might ssue Prefeeonce share
cagital or Dybontures secansl on the andeelying Disbertuses er shares
of the ompenies which it fiameed. The risks would = this wmanse
be rpoead, sl the Debeotures of the financing eompany shouk
siopeover, Aave & frve 1srket. We ste zo reasin ‘!ﬁ)’lfﬂh [Miper
management, anil provided Heitish indestry in general B profitad,
stk & vemvern sbould not sucooed.”

Somdiz satemants cam be found alvo i the report of the Swedi),
Parlisssantsry Commission, 1950, aad in shuilar ;nhlhﬁlm m other
eountrias, which eventually veaulted in the measares with which we
are heee _paiwi;u!l_? eomcerned, These msassues nf0 the pemson ths
very ragid devebopeanl and the aocess of powes < the part of pubiba
hemks [ie. emedit fstitstions hebnging to and or controlled by

(Governments snd other public bodbes, which carry on sl forms of

degosit snd indusiria) henkingl, and it is on them that indastry has
hﬁﬂ!&mh-mo-c:tmlinmmm. ‘
* Aostding bs ax wceminatiee of slatrpents lited wizh the o, Borutiths Exbasgs

|

(Cummsniion i Vhe fral wmmsier. 1507, miling espeny of buoes of csitin seck

madey § 11008 wvwe ngpre. B Rl nfm-ﬁﬂoihqﬂmﬂ§ﬂlm
saly | (o apuafmwﬂﬂm‘:mm"gm In car
Ahind o b bussce, Utps e o dades b all.  Wiile (be oyecbead coatn St large bages
gk . i PR
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PART 11

Recent Develepmant s of Isdusizial Ceedit Supply (n:—

A —Furepe

() Ansteia,
(%) Belgrum.
3) Palgaris,
(i) 08 R
(%) Detmark,
(%) Eire.
{7y Bston
(%) Finlasd,
(®) Frasis.
(1} Gﬂ!ﬂnﬂ,"r
(1) Grest Hritain,

(LlaiNorthorn [redand,

(11B)Scothand.
{12} Greete,

(13) Helland.
(14) Hungare,
{15} Tealy.

{16) Latvis,
(17} Lithuania,
(18) Nowway.
(19) Poluul
(20) Portugal.
(21) Rumasas,
(22) Bpaia,

(23} Sweden,
(24) Switzerlasd,
{28) VBRI,
(26) Yougoslsvia,

B British Qeorsens Eopire
(27) Australis.
(28} Cansda,
129} New Zealaml
(30} SBouth Adrica,
[ Tndia.
(32} Ceyle.

C—Near Kast

{#0) Jepay,

{41) Philipgpsss Talands.
(43 U.SA.

(43) Mexico,

(44) Argentine,

{46} Brasil.

{46} Chile,

(47} Colasabis,

(15) Peru.

(49} Uraguay,
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A —Eugove

(1) AUSTRIA

Until the Greax Depressios the Austrian banking syvtem was distisct
from vy olbar Furopsan systers in t3at it embraced dleposit banking,
industrnl fesance, indusria]l manageinent snd commercial sctivities
£ & degroe elsewhers unknown:  Abtheagh the degtee of their interest
= ’rndm;rgandthntuu of their relstion with lndsatry varied
comsadorally, the Viermese hanks wese fndustral banks jar excellenen,
Bosides ordisary banking the Assirsin banks carried on besimess s
COnPATY  promiglecs 22t finsrce hommer, Thew Tisnaged inilastrial
comeeens, anad fraded oo ther own acceynt in commodities icoduoed
br the coneeras undor 4heir esateol, such e ERgar, conl uad et

They evntrolled dizeetly or indiseotly the great bulle of industry of

the emumntry, by securing an adeguste manbes of shares aml & position
on the hosrd of directoes. Mocrover, sinee th War it wes
fairly common psetice for sharelolders in industrial erterpriess to
dilegate their voting rights 1o basds wpecially mtammtod b thom,
and thus fo enable the Lanks to oblais eoateol without irect

weipadhon.
f‘; n:‘m-t 16 other fimameis] contres, ihe Vienmese harks ware the

pelncijal soure of mopey and capital i Auwstris, They were, is o
peal senise. the imtermadisry botween v endd imlustrs, a8 private

inyessment in other than pellic jssuss wes fittle practised sl small
vesdmienalts went lnto the savings secoust of il tanks or wemy e
for the purchese of “ Kassaruebaine.™ _

The banks themselves nob ealy held o st pantial smount of industeiy]

slares, bat supplied industey with short-fero Joss which Bave tesded

in Face 1 sk on indedinitely amd to be waedd, partly st beast, for invest-

This systen) grew up when mpid industrislization was necessary,
jurtisalachy sfier the collipeo in RT3 when indesiry andd Leade seemed
o biaver otimse o b comgplete standstill, The systesss 1lad wouich for Awstris,
but 8 seain disscdvantage always lay in the fact that & greal part ol
the eountrs’s wealth was ropeescrited by banking nssats whous valu
depesilint sebely upes the sucoessiul contination of the lanks’ other
sctiviths., Tha fact that certain principal buels have leotens o
and 10 indebaed in order to ssppart their weaker indastris] eomecrss,
b Beens & faslor of vital kspestance in resent v

-



¥ KORT GURUNWALL —EINPUSTRIAL {ERDIT SeHVRY [

The years FI20-1105 wers & period of oatasirople for the big Viennose

lasks.  Owsng to their chose assocaiion with indestey they were caught

im a vivious cirele,  Every attempt to imerease their liquidety by ealling

In crodits involved the freesing of part of their remmining lmduscrial
ansets anil & farther fall i their assets represeated by socnrition.

The final sl fundanents] change in the Austrinn basking sysdemn
ook place. whes after the collspse of the Coudit Anstall, tho lsst
sutvivors of Austrin's Banking erisn wege merped into one lag
instisstion in April, 1948, At Ehat tisse, Use imbastrial holdisgs of all
the banks concerned (which bad not besi taken over by the recoastmeted
Ceodit Asstalt) ween tmnsfermed {0 a new matitutam, the “ (eatarroiekiske
Padsestrie Kndit 4007 This was buils up with the sssstases of the
National RBank oo the ming of the Nimlerdsveereickinhe Enoipts
Cesllchafe, amd smumed the eharacter of a lemg-term investent
& Bolding company ruther tham a bank.

Tt i estimmatod that B0 por cent of the Austrian imdustey was indelted
80— and therefore 10 & grester or foxe extent contrelied by — the
Crodit-Anstali, whather diroctly ot by the Later eradits o and heddings
in the [ndustrie Kredit 4G, Cicler o system @ sech close coasnetion
Iktween basks aml industey, sseentmtion of banking wmay stamlly
and towapds copocnitaton of industaal estaddidlitmens we well. The
lirst stequ in this dirsction have been takes.

The Oesterr, Tndusteie Kredit A0, (Awstrias Conpany for fndusteidl
Credit 1), Bal been endowed with & share-capital of 10,000,000 &8,
and an adistional gusrintes of the State for 20,000000 8. Iew otdler
Bizhilities amounted 48 December 81, 1900 14 353 442,000 53, Amacgst
iy asssts the position = Permasest Isvestments ™ &8 38,627,239 i» of
partbeular mutesest.

The Lok is atiskoriznd 1o carry oo all kindd of bunki=g hasimeos
2nil 10 esrabdish spd ey on ] kneds of industnial entorprses h“’.’
purchsse of or underwriting steck therein, and tiay mazagr, control
amvl reorganime wwch enterprises, eegunize and Tearticipate m Imlllu_m
companies ard trade in commodities ponduced by such enforprises @
spocial comminal deparisents of th» tank. |

The bank may wecopt deposits of as Jesst 10068 (£ 4), snd fiond
déposits (against deposit certificates] af a1 Jeast £ 3 (35 BO).

The hank may e debensores guatanteed by fhe state which am
voversd by beans by boldings of glt-nlgnl securities, by mortgages oo
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industrial property or against secared delentums of Edusirial entes-
The bask is further entrasied with the managresent of & special
' depariment fee " Enesgowirtochalt,” (o gownr and gas,

Detaibed megulatioss are embodied in the Statutes doaling with
morigages on Tndastrial buildings and equipmest, serving as secarity
for delbemtures azd tho teemn of regayment.  These loans can be issued
in ¢k or in debentuses. Baildings easily convestible into living
quarterx o be secopied a5 security of such losss e 1o B0 per semt
af their valye, land wp 10 two-thinds and mackizery up to omethind
ol their valus,

' () BELGTUM ;

Tho close esutact betwpen hanks and isdastry, which wps charatovis-
tie alse for the Belgian banking system, dates back to the carkier parts
of Bast comtuery.  Toufustey won then beginning bo be ompenised s 3 joing-
Wock basis, amd owing o the warrity of eapital. the lanks, g
particuladly Secdité Ginfrsle Belgiq (pour favoriwr Vindustrie 4
waticmale) which was established &= 1522, took mn wetive part in ¢
creation of new compasies, which they kept ot beast partially e
{lsir control and to which they extended bngtem werking eripy,
Tncdustatal bandisg thus deerlaped satliee in Belgium than glsepdore
anil. these characteriatics havn ewee since heen maintained, am) yyuy
strenptbened after the War. |

14 eas caly dring the Greal Dgeasion that the potentinl dusgrer of
diroct redatiomabip with industry appeass to have been realised by the
hig benks, wnd the four lirgest hanks erated holding comnpanies 4
serve a intermndiaries betwern thent aed fndustry, But the dacigirn
step takes in this direction was the Benking Law of Tuly 31, pogy,
which requires the banks, cither to give up their industrial sotivigses
i q’h‘ ! up inte two distinet comeerms with a view of separsling  ©
their deguislt sl ccsmmescial banking from their industria) iuh.k:inlg
acdivities,
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To larvilitste this rooqpanization the Govern /

% | : Mest enabled tho Soedtd
Nationsle de Opidit & P lwdwsteie (EXAT) 1q take over 1w industeial
awllﬂlh;dqumhmh. i o

u[_Mmh FE, 19009, wom faftor the War) the Leck of ademate eredit fasi-
Nities was u seriuun peohlen s Bolgims.  Phis legislutioy Suthegined he
formstion by the Warionsl Bank of » kind of subsidiary eorpoestios with
a cagalal of a5 milbion frames, fos ihmdﬂh_mhglmsm imeiimm-
b eredits 1o industeial, agricaltural or comzmreinl enterpeison mainly
again the seeunity of war damage compessation claima. The State
Flamntood tha interests on bonds over 5 years' durstises, nnd rescrved
is fghis of controfling the sctivities of the Comnpusny. |

The conspany (SX.01) whose aapital wen gracually kareasad fros
Fro 25000000 in 1919 to Fr. 505,000,000 in 9GU, half of which was
salncrilel Iy 1he arpe commeneisl lamiks, granied boane for termss
10 20 vears sainst 5 poal, perssnal or tank guareotes, In 1037,
it stalufes wese siuendal b anch » WaY 5% bo incrense the mlliesee
of the Geveryment and of the Natwtal Punk and o valage the
roope of s operations, whilt the tasloum term of udvnnees
Wik reduood From twenty 1o ten years. [is Pesources oonsist primarily
of $t4 ewn enpital (sabacribed by private iindividels 2l by the purivats
banks) anik peserve funde. Tt may seorpt bime depessis of ne beast
FOOU francs sod for at bast 3 months. Tt jsmnes debentures g5 (o
bees Shines jtx sbare cagital amd deposit cettifioaten of 1.5 yrear mglurity,
Ve intersst on which is gusranteed by the State. Thn rate of infervst
Bt on loans and deposizs is to b sl by the boand. *  Losns imast
he: grinted sx close ta cost =8 possible, but the comypany noas the les
makes s sstisfavtery wneal profs. Although the SX.L1. Is wo bsgre
A subsidiary of the National Bask, the latter's hriiehes o4 aleo 2%

beanches for e

* The rate of leberest i 1553 mad 1000 wern 3 %5 mu!ul?;wuw-!}t'q
hhmrru:mﬂhjlhﬂdw'm.iﬂ'&,-ﬂﬁ?,mtaﬁﬁlm
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The activity of the Company in making ndvancen 1o war damaged
emterprises lastal awtll 1924, sad credits wider this headmg reacked
& totad of 2000000000 [mses, Legsdation in the lutior part of
that year eroaind the Assocdation Nationale des Industricls e Com-
mercanis pour 15 Tlepapation den TDamapes de Qawrre, which wus w
tales wvier the esgursssnts of war<lamages barrowers to the SN (UL
It was agresid that the * publie dobit amortisation fund * should retive
bonids _of the newhybormen] nsocation asd held by the 8NCL, at
the pute of Z50,000,000 franc 3 yiar, This operstion wes oompleted

< in 192, andd the Boods am no longer carried in the Chsnpany’s balance
ahept, nlter the rapid expansion s the fiest years on account of post-
war ploonstniction. Smee 1924, sccondingly, the Company has
dine only & minor sahoont OF husiswss I sdvanoss on war-damage

o elaiis, wed has bees abde bo cesemteate ou the type of rodits

for which it was originally cvosted. “After 1925, the woluiee af

business aguin ingessed s boans outstanding tetalled about 17340

million [razes from 1515 te 1934, the greater part guanintasd by
private banks.

While the S KT, has peelogmind it lumotioms with great efciency
aml usefuliess, the Great Depresson fas made it spparont that
fusther #xtonsion of credit to DBelginn commeron and inlustey was
wirgent by newdind. Conpoguiadly, the |ll]ilgﬂ. od Apnl 4, 1903, eontaimed
a provision for twrning ever tothe SN.C.1. & votal of 796,632,000 francs
in bonds of the = Nationel Amsscistiens of Indwrtrialists nsd
fustsoss Mon for the Beparation of War Damages™ held by the
Governnent. These bonds are 16 serve as security for farther cradin
gﬁamm : wl oo mderest and mnortivation wu:m e beesls 50
oK . earpied in the publiodebt budget, w0 additional expeases
will seerie (o the State, : P

Aecording aw of Juky 31, 1054, the Company was suthocind
o takn m:a{:::‘lm joint-stock hanks eoypd Jong-term losns anid
pasticipations. in exchange of 3 per otht, Governseud guarintoed
debontumes (whic®ihe Nautional Bask accept s ecllateral guarauio
for ssbention) mp o the amosnt of 2,000 willion franes.  The Company
gives 3 yeace respite to the debtor who has to pay only 4] per cons
inberest {instesd of the 8 por cont changed Mitherto).  Tho banks remain
respeesiide Lo the Canpany both for copital and interest on the losns
v transferred to the Company. The differvnee of 1jper cent betwons



n' KUET QUENWALD —INDUATRIAL CREDIT SUNTRY 173

the interest on the debentures and the loass should emakds the Compsny
to accumslate o moserwe fund sgabiet eventusl losses, (In twenty
yvears ihie fund should amount te 49 per eost of the Joase). Om
Sepdember 30, 1905, debentares in wabee of 1884 607 000 franca hadd
been iswasd. '

The Stata slso gusrastoes the repayment both af eapital and interesd
of & per eest dobantures issued in avdor to finsnce purchass of eaw

materials and finished prodests by imlisdtisl, commercial and agrieuls
tugal undertaliogs. A Bt of 500 million fanes is placed o
this guamates, On September 30, 1039, no bosisess s heon

e il ;

The Governmont also guaradees the mpavinent of debentuses, wp
to 2A52300,000 fenues, issoml by the “ Company fee the purpose of
reconstructing, inpeoving, tEailermog and devedoping  industrisl,
eumnminteial and ageioaliand undertakings.”  Os Soptembor 30, 1105,
Upe debentippes of 148 ks dasned aroouaded o |03, 150,000 franoe

These measures have completely changed i poliey and 1he steetusm
of Veigian bankiog. 2=, 4k e suine tioe, redups] the (ot o Tanking
iselit.

To aesbt the ortisan clossss, ponider doreve in 1904 peavideil - fox
the establishsount of 3 tempesney instilstisn, the “Fonds Temyoenines
de (rilie anx Classcs Moyen™ in sdditien (0 1he existing * Outillags
Artisanal ' amd U ! Uahﬂ.‘mlmleqlq Petit Urait Professioscl.” The
[usyds [or this Ematilalen were raisel b‘_i' e of 100 e Tionss frases b
debentusea for advasees to musad] industay, v a grast of 50 millice
b the Xatiooal Basdk, the Caiss I Bpargno avd Government, and by
jswms of Govemmant guaranteed hills up to & waxisum of 250 millions
fraswes for 20 yesirs &t 4} por oot

Otler ceedst asistance 1o Esdustry, in addition te export evadits,
up to 10 miltisais feanis for the purpose of tmgitg s to ariisans and
wmal] masalactures _“l the parchuse of musdem equigmamt, O
September 0. 1035, 11 502000 franes of smel Joane wore pesenil,

A Stare gearsotes of T80 million francs wus afss prasted for the
debentures of the Ademeiation Natiealo des Tudutriels et Commerpants
(AN for ersdit fncilsties in Svour of Belgian imfustey and conmeres.
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Upp to Septesaber 30, 1635 losss to the extent of 735,260,000 lrases
were Paned wnder this pearanies. $

Fasthermoen, Govormsent &8 100 ks reduced to 43 per oent the
intsrest rale on loant granted By institufiops of & public chamscter,
&4 for instasce on the 1,500 nallion francs loans gremted by the SN 1LC.

kefoms its Teprpazisstion = 1904

Cantinuing the polioy of incressing cradit facilities to semall mdantry,
the Goversment, b 1907, extended the setivity of severnl public credit
institutions; the Ofice central de enfdie hypotlstesing, sntabliskod s 1950
bo assist i the Bgsbation of mortgagy loans, was wathorized im LT o
grant moctgape doans oo buildimgs for industeinl purposss. A weries of
cherves provided for the co-ondinstics of the institytions entrassed
with the geanteg of ceedid fasilities to the middls classes. The
Temporary Credit Pund for the Middte Classs, st up B 199 snd dus to
be legaidated io 1939, wis toessformed in AT into & Calssw nativealo do
crédit mux olssses moyennes and s activity extended to 1966, A
draren Tol- 1607 eatablished & Conmeil do co-ondination des imstitution
de erédit sux classes moyenues, entrusted with 1he econdination, with
the uid of the Natioual Hank azd the General Savings Bank, of the

astiwity of the Caisse uatiosale do cridit asx dasses moyesses, the
Fonds de gasantin au crddit poar Voatillagn artmanal (created in [92y),
the Cimse centrale de petit oot professione] (cested fa 1929 ang
peseganized in 1967) nud the (ffice central (e erddhis l‘ﬂﬂﬁ&nm,
The activity, the organization sml the powers of the  gegip
swiitutions "o pablic interest " were oreniliated = [0y by
a Comil des imstitutions de ctidit.  Thes Eatitutions gy,
beew caly mj.;ly' establislind and the welume of their OPeTal bnss

i nod nrge.
It is of interest 1o note the effeot of the recrganiestion of I""-"ﬂilll
|“k'mg we o yesult of the law of Ju]y 3, 1964, The bl on the

following page shows the splitting up of the previowly exigting
“ypled  Dands ko depwit basdks and Indastnial Fi “i

Hokiing Companiee '
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I!'ll'ln- “ IIL AlPartfisay.
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Balgaria has no apecial malitute for eredits to indastry. Several
atfenpita 0 create sueh an inwtitution remained abortive.
The National Hauk, a» well ax tho private banks alwnys sopqlied

crvulits La 'u‘.llull.l_',' in ililforent formn; = h.a as womi| Bunarsnbees

ontibd be provided.

In roeest weard & tonlimey coudd be obsorved to adysics sneh
atedits in eurrent accuant spaiost personsl guarantecs, or aginst
merehandise, whild froiuently & mortgige es mal estats was aceeptod

as nldithons]  grsntes.
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(8) CZRCHOSLOVARIA

A dhazseteriviio of Coscheadovukian banking wan the close co-opers-
tion. with industey.  The banks carrying on the Austrian tradition had
& direct sham in industrial enterpeises, aml operated comameseis)
departmonts which bandled the male of the producta of the concernn
ansker thnir contral,

Indbwstry in OS8R, (thee Ansria) devoloped later than in the West,
Thes, owie £ to the countey’s bater sostiomic maturity it was not pesailile
to rely an rick traders for the developanent of industey. (The barls,
themdore, teok e injtiative ond bave always remained in stealdy contact
with indistry. Without them industry would sever daye won itw
grent powes anil nportasee s the short time it rbd,

(Ot s sgmificant that the firt Veusa—independent bank, the
Bobeminn Disconnt Bank was eatokfvhed fn 1864, a9 s crestion of
Gerrman inlustssalists ued wholesalers |

R0 far 0o special candit Tacdities are nvailable lor industry, bt
meskunes west tepacted (n 1935 to Be  under emushlemiion for 1he
erention of {acilition for 10 obtalning of ueetgrge Ioans on indusiria)
undvtakinge

The Iediscoust Kustitute N‘hul*mluwa'hiwh [{Ml.'!an:plf el

Tombsrd Ansislt) cstablishesd in 1930 o= the prmdple “to gy

1o OF a0t a8 Istermindsey (8 obduining enslits for financial iy Moy
either againat bills of exchange or against eollateml,” was anticipatey,
by ite opesations to tend o ereste now eapital momadiness fop o,

dastriol revival. 14 was o novel and drsszas wathod for liquilying

aradit. fropes up = unlumry,

The original fands ol the Tnstitute sssounting to Ke. 100,000,600
wore contributed by the State, which guarantesd wterest and amor.
tizatiom of the [notitute’s discoants sbevad up to Ke 500,000,000,
Purther funds were obtained by compalsory deposits on the pert of
the luske to the extent of 10 per cont of all their sew deponits, and
un the Jrt d the insutanog mtnpmm, of 15 per oot o[ pll W
'!'lfmﬂ_m PSR IVES,

The estahlishesent of the Institute wan intembod, by the coserntration
of avnilnhle funds, tu secam means S stisfying the needs of the Eanking
institutions for crodits based o& actual sconomic mipErements ; jw

;Il
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other words to increase the latter’s Bquidity by granting credits aguinst
Government securithes. This slep was faken i prederencs to attaining
the rasss eisd by o mioee |iheral eredit policy an the part of the National
Bamk.  As angicipated, it has had the effect of lmproving the market
for Seate sccarities, which showed a rising tesdency, The new [nstitute
grasted or seoumd milvasces for the banks on bills or other losue;
but it was w1 empowered to advance fands for the reconstyciion of
banks, (Loons wem grawied =p to G0 per cent of the stock marked
valwe of securities and also on morigages )

(5) DEXMARK

it is significant for the cconomic temdencies prevailing s Denmars,
that the first sttempt to estalilish an indwstrial vredit lstitution took
the Torm of & co-aperative soticty, The = Kredit foresimpen for Fn-
dustrivlle Ejendomme " (Credit Univa for Industrial Tropesty} was
promoted s 1EGS, Tie rules have subsequently been amonded ten
I'ljlm‘:.L f1a object I8t ratse capiial by the issue of deboutures [qrhn_m
1o nodd on industria] undertakings, Bach serins of debentures is also
gunranteed folstly wnd severally by all the menbers wha oblaned &
loas cut of the mespective issun, Members could leave the Limon
only aftee popaymeat of their lcan and after relense fromo their share
i the gaasantee, ssoertained by the General Mesting on bams of the
RS,

No loan wns to excend Kr. 0,000, une G0 per cent of e value of
the wmortgaged propesty.

The edection of the Masaging Ditectos Ly the Ganesal Montingg was
wabject to the appreval of the Ministry of the Lutersse.

'hi nimation, apparestly, did roe saflice the couiley’s requive-
"ﬂu;l: :::]‘G»mmw felt compelled to mm-'!nnhur HeSsurts.
The Iaw of March 27, 1034 suthorivd the Minister of Couumercs
snd Tndustry to geant Jeans or guarantees for loans to_md'wlr wp
o mlliom K., ineluding 2 milliom Ke, for new industzios, such |04ns
whwnndb,plgw;mmlwwmhﬂwg(wmwim
anil sevoral gusraniess of membess of co-ogerative Mur: 8.
Tho loans ase to be repaid aver lgy:m_md'bnr inderest ut lowesi
matn wisieh 1he Btate has to pay for its own losns, During the currency
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of the loan mo dividend exceeding I por cent imay be pakl an the share
capital of the borrewers, Profits exceeding this rate {after the necessary
depreciation haws been provided for) nre to be applied to the recdizeting
of the prisecipal. A spocial compuittee ponsisting of one repeesontative
oaek of the Mnistey of Finanes, the Industzis] Costnail and the Trade
Unions is farmed for the admissstration of this loan set.

Bimilar loans not oxeeednig 100,000 Kr, can be geanted to kendiorale

) () EIRE

The Tndustrial Coedit Act, 1993, empowered 1he Governiment of (e
Trish “Froe State to form & company whees principal obijoct was 1,
providing of industriat credis, and the soquisition by the Minister of
Finance of ahare capital therzie.  Phe Indfuatrial Crodid Compering fad.
- S Geten. Mg Ve e s 1 TSR WAk W 4 uthorige
capital of £ 0,000,000, of which € L0000 am sitbineriled e
£ 812,000 pail up Iatgely by Govemment. (Out of the 4 o
Dhirectors, the majorsty is appointed by the Minisier of 2 .
long =u the dstter hokds nt leant one-half of the shapes) Wanow, 1y

The object of the Industrial Cradit Company i to ot gy ,
wodl ineeatment banker, 1o canry on the basiness of oy .nm",“"l Wm tor
and 1o engage in the promotion asd finaneing of industrg] lmdprf Dise
in Eire. As thy main apeocy through which pahlie i akingy
soapht fer ahares in saw flatiutions, the company has pls . 5 Mt are
prt in the raising of funile for the financing of the [rick “ﬂvp:mmm’f‘
industrial develguocsd pogramme, avd hat, in fact, baey 2
respaomsible for the devedopiest of & oupital macket Dubl; Magnly
past fow yeurs. B in the

I
Ttx tolal underwritiog tumover up to Ot
m;-l.ﬂl!!‘._ln?. awam equivalent to npm gﬂnﬂ:::::;; :m M ]
ol issens by conpasies = the Dablin snarket between the M"?lvma
“f?‘“f‘mmwthdueo!ghm “olth_;
e ;l”f‘_l‘m. however, was one] of mp.m[“'.mm ita, The
bm&lnﬁmﬂt&mm.mwﬂm Agtation in
fmndled by the company amounted o ouly £ 300,000,
Tk LA In 1996-1907 and with £ 114840 i 1935 0.

I
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Dartng the firat fivw yoars (19534-1538) 37 ieenes were brought on
the warket, of which the wndersyiters were called wpor to take osly
27 per conk, o

In nddition the Company isssed Boams to an extent of £ 270016
which could not, for various reasons, be szitably Bnanced olsewhers,

{7) ESTONIA

In Estonia the conncetion between banks nred industry has uot beey
too close. During the years 190-1931 two imedsgin-see jaint stock
Mka.-bilod_ owing to misainagensant of certain isdusirial esderpeios
in which they wero cosoerned too heavily.

Thero ks 0o speelal institste for indwstriol oredits in Estemia, but the
Natsonal Mortgage Bank of Bstonla, o state-owssd institution, has
alse granted industrial eredits, similsr to the Mestgage Bank of Latvia,

(8) FINLANT

The Finnish banking system resembles b its strectnze that of Swedem,
It hnw the sasin chansctaristbcs of U deposit bank type ; bet. altbough
direct inbesteinl participations am rare, most of the banks extend large
credits to industey on long-tesms. A comsileralile part of thew credins
became fromyg dusing the Depronston.  In the feflowing years, however,
partial recovery of industrial activity enalled the hanks gradudly to
liguidate entme of their frozn sssots | and finally the stock exchangs
vevival permitted several indastrinl cempanies 1o pay off debts by
markoting long-terss capital issses. The hankisg erisia, thesloee,
has not played havoo here 2+ much an in other connteies. ‘

1%t also, here, plans for'establishing & mostgnge bank for the indusdzes
of Finlasd bad aleady boew matoring for some time, In tho spnng
of 1994, these plas toak more definite shaps wien during nopetiatons
Detwesn the Bank of Findand, the barge Joint Stock banks and lraders
of industry, the moment was held to be juspitioms for estabBahing
suck & lunk, sl ohtaining capital o ressonable torms fron: sbread.
(e the part of the Government fhe mattér Was cousidered of suck
importast publis interest that on May 26, the Governmend lald = proposl
heduee the et for o 8tate puarantes of & farelgn bean not exsending
the oquivalent of 560 milliss Finnish marks, which was appeoved
on May 30, 1924 :
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A day after the passing by the Governmest of the wtatutes of the
Roumes Teallisuus-Hypoteokkipankki O, Y. Tndwstri-Mypeteksbanken A B,
Heleimgiors om Juse Oth, the share capital of 50 milbon Finnish marks
had loem pald wp, in sccordamce with the scheme dmwn wp for the
workisg of the bank ; B0 per cont, Seriea A", of the whures had been
taken over by the foamdors, A H. Nondidka Forouingshunken, Kansallis-
Osako-Punkld und Helsingfors Aktiehank, while the remaimder, 20 per
stnt, the BT Beties of alares, was to be takes over by the idustrial
anterprises receiving losns from the bank

T Iodustriedl Movigoge Bank of Finlsud Lo, has the ohjoct
of sapplyng the long-term credit requiressents of Fiamish indwstry
by grastisg swortization bans to Ssdestrial endertakings on tortgage
o read estate, up 10 60 per cent of the value and $or & penod of amortiz-
100 pot excoading 20 years.

Whes valuit g the progeerty nob ouly fe valne as smzch shall be
camsiderwil, but also $he security which ihe undertaldng represcats

byt s gemmunerwtivensss in rogard 1o payment of initerest and smortiz-

The bocrower must, & adilition to the mortguge deed for the nominal
valun of the doan, defiver o separate intervst-bearing undertaking foe
an amounl equsl to O per ocuit of the nominal wmosnt of 1he josn,
Shoubd I:helmol;nh of the hank for any year sbow o Joss which cannst
be covered in the first stance by ssappropeinted grofits and resarves,
Hwr hamk is emtitded, for the dinficit, 1o have rcmplr:lba nchertakings
delivered 10 the baad by the borrower, the requined smount being divadad
among #ll the barmwen in propartsn f the smount of loans sutatand-
ing at the tome. The losses which the bogrowers may thus kave 10
make goad abal] tm lﬂLIHILBﬂ to them out of the next ynr"l pmﬁk.

No singlo losa may excend 15

wr cant o | tal borrewing of the
bk %1 tant of Lhe tots ng
The bsnk s providing cspital

up 10 8 macimum of ten times |
veserve fund of the hask,

by issuing interest-bearing bonds,
be wmount of the share eapital and

snlie vt exomeding doalde the amount of the benk's cwn funds,

provided the security for the eredit does wot pensist of the tank's
ows bopids. ]




+

P EURT ONENTWALIL-—I¥DUSTRIAL CREDFT FUETEY 1El

Bhould bond leans be contracted i a forvipn carvnoy, the corres-
poudisg Jending must be neesnged (b smueh s way thai the bank dees
not run any riske in regard to the rate of exohangn. Semilerly, ahoald
boads be issged 4t 4 discsund, the difference willl be talken inte cossdsra.
tion in determining the aznuities for loans issued agaiest such bonds.

Should the Sate andertake to gnamntee bond loans talen np nbeoad,
the Mmaster of Finsnce appoints ome of the sewen members of the
Beanl of Directors, foar members being clectsd by 1he bhoddees of “A™
Shares (i 2. U baska), andtwo by the holders of B Rhares (i, industey),

Thao bank. in couns of its operations, hes so far moatrscbed two bond
loama abeoad, At the beginning of July 1924 an American conscediiss
headed by Mmame, oo, Higginsees & Co.. Hostes, geanied the bank
% 7 por cinb bond dean of 12 sillion dollars. The dehd undertakings
wire to be sade out in dollars, 16 bear 7] per comt interest and
to be wmortized by equal semisnnual paymests over 20 years,
reckoning from July 1. 1024

The bank rmceaved 105 requists [ir loass to o total amommt squivalest
to 000,250,000 Famish marks. Tn dealing with theso pequosis during
(etpbsr-Deember. 62 were refused amd 27 anosliztion losm
potalling § WTES88T were l]'l’ﬁ!{l. squivalent o Pk 357.824.514.
0f s suss § 8,543,761 wene takes yp during the yeas, equivalest
o Pk, SOTSTAT0. At the end of the yesr, theeeore, them
pecmized 10 requests undealt with for Pk 130,750,186 sgaisst
aynilsble Fundg of only Fmk, T6&65.108), Fuarther |5 Jouss wemw
jmsgeil in 1925

The leans granted repeesent un an averago 356 per comt of the
aasessnd value—Fmk LOMLOTETO12D — of Lthe nratgiped securitis,

In 1900 the bank was agein ablo to grast smuortization loass to
Fismish indwetey out of 5 pew & per cent bowd lean of £ 2,000,000
1o be redermable by yearly instalmests up to April 15, 1905, 128 ap-
pligations wers received for & tetal of Fml. 538,375, 1520, bat oy 28 Joans
wete granted with s total of £ 2007 500,

The conteact lor this Bond loan was ceacladrd on Ageil 16, 1950,
botwesn the bank, the Governmest of Finland = gusrantor for the
loan, and & syndieate ooimpeaed of Hasmbeos Bank, Ltd., Losden ;
I. Hiemry Scktoder k Co., lovdes ; Mmdolesobn & Co,, Amatendam |
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Noderbadiche Handol-Mastachappij, N.V., Amsterdams ; Stockholns
Enskilds Bank, Stockdolm; the Bask of Finland, AR, Nordiska
Formingrbankon, Rassallis. Ouake-Taakki and Halsingloes Alctiebenk.

The peoserds of e hoasd lown ween to be stipdeyed [or asmostizatien
loans to invdustrial concerna in Fisland againet o first or sconnd
moctgage vo their real estate.

The same tems of sssoctization was fixed g fdr the bond loan, alw
thn eapital mebake, while the yearly Bsialments were to be paid every
six months &1 the rate of $99G per cemt of the pomimal amdnt of
the losn, equivalent 1o as annual rate of ivterest of 02 por cont.  The
morlgage theed and the excess gusrastee of & por cest wese made
oot in sterling,

O th basivofs clsusgin the agreesnane of July 7, 1024, regmrdisg
o the beed loan for 8 12,000,000, the Board pave naties of the redhewgi jon
an from Joly 1, 1920, of the whalo autstanding amoust of the Joan,
totalling § 6.200,000. The nevosary funds were ollamed partly by
vottin of thie delners of the Mortgagze Bank repaying ther lans and
parthy by the desue of o w6 per cont baml bosn sof Fack, 200 000, 000
for § ywars, This loan, to which the Governmiss traneferred the
State gearantos grantal om the dolfar oan, was snoorwritten Ty s
syndieate comisting of A B. Nordiskd Forenimgslasien, Kaneallis-
Onak- Psnk anil Helsingfors Aktiebank.

Is 1935 the Board studiod the posibilsty of isssing new Losd foaans
for furthir mortgage foans, bug devided for the present only 1o wse
those famils (epproxivarely Fok, 50,000,000), for bass thar had
Lithetto b on deiwitin Fisnish tanks, These mort gage loaus wero
allottod in 1438 in amomiie wot excerding Ferk. 5,000,000, aid
dallfng Fuk. 47,500,000 to 11 isdustrial undertakings st 5] pereent
imterest with a redemption. poried of 20 years,

Tho Bank wero niver oampellod €6 proteet its rights at any freed
naction af resart 4o any other Irgsl mmsares for enforeing its clainis,

 Binee 1900 there wore nn opportunities of disposing of farther
mortgage loans én sound isdustrinl undertalings and conssquently
available fusds were smployed for purchasing ether the hank's own
begils or Goverminest and industrial hends, the yiedd of which,
bowever, s bower than that of mortgage bana,
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() FRANCE

The supply of erodit to indutry war o wolb-arganized bamking serviee
in pre-was (1914) Franece. The Elablissensents e Crédit. Jike the
Easgtlish degonit bankes, refmimed from nvestment lisiness, with the
possihlo exception of the “Bangues régionales,” which i sonie eascs
reseinliled the Gepmmn * wixed lasks” in their closor relation o
indusdry,

Bite 4 the whilke, |I-’.:'polil bansin France wore ivoee bedpfol 10 i
dwstey tham their English confrines, in that they gave Hheral
Mimeoust on hifls, which is =0t so popalar is Englassd. Moreover, this
conmeetion with indosiey was a digeet one, and ot through il
hrokers, ax is oustomary in Englasid.

The ﬂ'ﬂi!ﬂl:‘.ﬂ}lilnl crodit nenbs of industey were vaterel for by the se-
enllnd “ hanigoes d'ffuires,”™ the fiest of whick, the Ceadit wobalier, was
eatablivhod i 1BGS by Pereira Fréres, when the existing crodit
organization was unable tn mest the requirseenis of the mpidly
expanding Fremeh inilusiry. Thewe hanks opersted with three ks
o{uiﬁ‘lli! willi own tagilal weel for investipouts ) with “.Ft'l
phtamned by the isse of bongterm lebentures for investmeont in
delbenture bans and participations (the hles of detienture sehifitutben
geons fo bave omganatd here) and by shurt torm bomls, the proceeds
af which went for vodinary advances amif (Biseon e

" These hangues d'sBrices wero seaffed with a resenrch Mﬂ'gﬁi..t!f
engimeors snid ecemainista who kept formad oo the coonnmie stuatinn
as cunierwing thair substdiarios anil judged ﬁpﬁnpm}qaiﬁim:uhlﬂlllﬂ'
4o ther, nsd, shoudd it be necessry, piraconded with the forgeng of W
Société | Btudss, belum embsrking on a now vestyee.  These banks,
pitheraloneogin ayndieates, mnilertook emloswreting and insue buainmss,
eaaietintos bk pn Essuo and condrellad fhe now eteptise, snd sult
cho shiares a1 & premivn later, usoally retaising the profitable Founder
Sharcs. Jmvestuumts, thereforn, could be tempomary or paranent, the
hater oftor with a vicw of conteolling st only ene sndertaking, buta
wholo brameh of industry by amalgamation anl ratbesalization. Sucha

. ent investment might be handed over to a bolding comjany
under sheir control, which telieved them fram direct supervision.
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These banks casried on slss regular banking business, but wesroe more
liberal & their credit grants, owimg to the more itimate knowledge
of thear clienta. They had caly & few, hut lamge dedi sceounts, s thoy
did all 36 banking egerations for theic sabaidisries. As & rale, tho
peofits out of the regular hanking apenaticas covered all administentive
EXPoded. .

This smooth working of the system chasged somewhat after the war.
The depesst banke, which partly sgeinst their program, had o handle
satos long-term basiness, definitely tumed swny from surh opemtions,
while the bannques dufaires enbsrged their regular banksng basiness
anid bocarms prastically " mixed banks.” They continued and Eereased
thiir imdustiial basiness, but not in pace witk the quickly movisg mdus-
trinl developments (whick acteally wes folt alpesdy before the wer),

Fear of monntary distuebances and fregeent appeals of the State
and public esrporations to the tapétal market kave bept interest ratos
high. Moceaver, it bas bosn difficult for the peivate Lghks ta secam
Burge woluss of time deposits whieh could be ussd to extend nndim-
term roodits, boiuse pabdic and semsii: peshilic sa ving institutions ofered
o sight deposits mbes of isdormas at beast cquivalent fo those which
private institutions coeld offer ealy on timw doposits.  This situati
ealled for special weansres, which were taken i collaburation h;r'm
the parties comcermed.

Governinest, in eollabeention with some leading deposit bonks, satub-
lished 3 1920 the Bangwe Natiosal Fraspaise s Cowmarse Ernteriour
for long-term export eradite,

Of particalar infereat, bowever, are twn institutions for the supgply
of eondit 1o indsstey on medigm azd long-term, keown as U.ﬁ.l;ﬁ.x,
and CALILF.

The Grat, Uwsom pour Credit & I'lndusteis Natisnole, waa lousded
i 1919 withi n capital of 25 million frwics, dosbled im 1928, by the Credit
Lyeeais axd the Comptor Natlesale dBascorapd, in order to supply
much eredits for wihach Lhese was an usgent need, which depesit bamks,
however, oould wet grant without deviating from their sudes of liquidity,
T opessbivass of this bank, whick iz tey years of its existence has
vesched slmest o milliard, incleds loazs for coxatruction and parchass
of equipiment, advances on open sceounts, on long-term ceders snd oo

tracta a=d sl other kinds of aodits in every amoand, from 3 inonths

t5 & years of, i oweptional sases oves mope, co disect or collatesal
guaraziess.

(A3
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The ressarces of the Union, in addition to capital and ressrves are
obtaimed by mditcoust with the pasent soncerns of their shert-term
assets, by deposits for medram and leng-terms, and by the issse of
“ hilkats & ordm,” & kind of depasit certifionte ropavablo in semi-ansaal
instalmenits,

Sinular are the opemtions of the very active Seoiétd de Crodit & Fs-
dusiric Frawgwise, which was establishbed in 1928, with & eapital of
100 paillictss by b wvndicate under the leadership of the Socits Géndeaby,
with the pariicipation of s Usiea dea Minos (which is referred 1o
later em) and the National City Bank of Mew York (France). Tiis
iestitution too lssues bonde and debentmres scoonding o its re-
q:_.hm

The Ohamiuee Financier posw Flodwstriec Notiosale (O.F1.XA)
crented in 1929 by the feanders of ULCLNA. for peuinf debentures
rodecmable Between 150560 lur bag-term loans to industeles enahle
gor rise debsntane foans themsclves is a wost sypical case of debentere
pphatifuiion.

The axsmple of 1he above usnlioned compenies zeon becsme popelis
anil sevoral othees wern et up subsoquestly, Tn 1929, the Crédie
Tudusiried et Commercial, in conjsnction with its affiated hanking
companies, soh with ita own rqgi_eml sgdwre, estalilishod the Lnion
dex Bawques Régronsles {capital 40 million france), whose objects were
" AH needimsn and longenn etalst operations and allimd opesstions.”
The Crédid da Nood st np the Puisn Boweaire du Neoed as its affiliste
lor industrial sredie.  The Usiod Laduutriclle de Créfi powr le Beoons
truetion founded in 1921 asd kaving ad ahjests the ' mobifization od
long torm credits for the reconstrestion of the devastuted rgnas and
all nperstions mlative G the mesamptson or axtemsin of the seonomio
activity of the oomntey.” hias on i hoard repeossntatives hoth of several
i.,ug-atnck aml of basiness banks.

These “ affiliates ** for supglving eedinm-derm eredit €0 industry are
in fact miezely heanckes of the bag doposit taxks, an whese fands they
Inggety rely.  Their pille 24 peatrictad bo the sctual nogotiations with thei
clients in rospeat of niedm-term boans, all nddmsirdsteative work beang
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The total mwetn of the leading institutions im 1908 (exeept comples
denlmm) weps ;— '
UOLEA . .. 0000000 france
CALLF ... .. I&seo0om
Unian de bamgues re-
gionabes . .. 142000000 &

Of spocial mpertance wors aleo the Joans of the Crdflt Nebiosals
(prar faciliter la riparstion des dommages cauwis per la geerre)
anl institution created in 1919 with o capital of 100 milliees, fur war
sompensation and reconstrsetion finsnos purposes, whick in 1900 was
anthorized to grast loass up to 0 million fmnes in any one ense for
perioade of 2-10 yeurs to French manufscturors in France, the Frenel
eokmies or manlated torriteries, to be secured by n Grat morigage,
¢ joat amd several geiusantees or svourities, and as am ndiditiosal
poeurity, the goodwill of the undertalang, In the vourse of the past
Jears, its afivity Bas bees extended to cover all {ypra of industrial
and eomnercial enderpeise. The Cradit Natioeal is & private company.
comlitated by banks and leading industeial groups, but with the
mazmagement aggointed by the (vernment and the adminksiestion
coutmolled by the Minister of Pinaner, Thiv mixed elikmacter aesures
tle hasdk of considerable resources ; an the ope hand, sdvanees from
the Btate anid wwsee of boods by it ; e the oiher hand, issge
of non-guamsteed bonds which can be readily placed on account of the
semmi-peblic demeter of the institulion.

The lesk extends lsans for pevioils not excending ten yeazs and the
aggmgate of ceadits granted to asy one undertaking may not exeeed
I millam famos (15 =illions usder a proposal pecontly mbnedpced
in Purlivmant). Loans aze gransed, 8k presmt, at the rate of 716 per
ent on the hasis of apecifind seesrity up to & maximum smoust of
B0 por comt on eh_h_nhdth: sourity, © The volume of losns cotstand-
g &t tha end af H8 was 1500 millies france, of which 400 il ions
sonsiated ol BRIt crodits based on Heate arodie lisusanoe.

Tha initistive of melastry, i, of vasious inidis szl groaps has led to
the satablishment of spocinl barks for the elwsirial, cothon &0d —
inlustey. The most typical of these orpankrations s the Usion dor
franes, which in 1902 was seduod to 130 millisas. Thie hank like
the banques L'affaires, secopts only flxnd bhposisy, [ts objects a
* 1 ewrry o0 tn Frane or abeosd all finmnesal, seamrerrial il indasteial
affaiva.” It i elosely iﬁmliﬁ:ﬂ with tle mining, metallungsal sni

p T - T ————— . s
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their allied indwstries. In ifs discount omd credic opsmmtions it weeks
mamly with the milway ecompanies, gread minig aml wedallugical
oom panios, but is interested also im potask, phosphate sod otder chenscal,
plecirieity, ote,, concermy, anl has also comiderable holding in banks.

While thess Conspamies caber mainly the larger undertalings aasistance
was given by the State alse for the eoadis supply to sl entorprises
by settipg up in 1917 o metwork of Banpues Populnires, co-opemiive
societiog (or the supply of short-term crndits,  Thew banques popolaines
agu alss the channels through which medisms.orm eredit $ 2opplied
by Lhe Credit Artisamar et of fumdly made available in 1923 by {he State
anid the Banque do Frumee, for B years for modemizdion or expansion
of plant, ete., m]'u}‘hlﬁ iip aonoal stalmests aed do be gulragiedd
by the Cooperntive Socioty, These cowdits sre to be granted to
sndependent sinall prodweers who in addivion to members of their
fuinidy do not empley more than tww workers aml ose appmatioe,

The Carase dles il phts of comeigemtions, an organization which adminis
ters the osounees of the Eveags beuies snd socal msursnoe funds,
and the mwat maportant unit of e Freech motwy snd espital marksd,
bas sinco 1591 played & rilo of incressing importance im making avall-
able resouross for medium-ters coedit to indastry. Io that year it was
nuthoriend 16 sooept on pension bills crested by the commereial banks
£0 repeesent advances, ranging frm six meathy 1o five yrars, grasted
to their industris| elionts. In 1058, the rate of imterest for ssch hills
secepiod on penyion vanied fromi 4 per cent for mx-month bills to §
per cont for bills payable in four or five yors. The total voluse of
such medium-term eredit utider sedisount at the Csisse amountod
a4 the end of 1938 to 4688 néllion franes.

Mantion should also s make of the Cacesr Notiowale du Credit daricale,
& Gewernment Enstitute which grants 34 yeors modinns-term Joans sl
Mag-terme boans for 15 apd even 20 years, theough ce-opemitive
wacinties nlea to Taral pedustrios.

The receat = Blum experiments " included also o scleme of tengoesry
sasistanpe 1o indestry which was intonduesd By an et of Asgest 19,
1900, supplemonted by o Doerce of Angust 2. Tn reality the scopn of
thin scheme goos beyowd induetry, sinee it apples equslly 1o com.
morciad and srnegltuml anidiviakisgs, A Centml Lean Conumittes
wns sl up to exsmine the fles lu!ﬂiﬂ"d to it by 160 'Il![l!mlll
comnuttess and decids whather to grant or refuse the loans requested.
Theso Moy were alivided into two geoups: those fustifed by se
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inerease in pocial oharges and thom required for export pusposes,
Applications for the latter had to he submitted before Detober 15 and
for the former before November 30,  (of. Intern, Labour Review, 1437,
Ko. 2; F. Maurntte, A Year of Experimont in Frasce),

The great majericy of the appheatioes and those for the larpest sums
wore justifisd by an incevase in seclal charges: 15,985 applications,
sepresenting 1278 million francs, of which 14,008 applications, o 3800
mmillices, were [or sams of less than 100,000 franes, snd § 332 applications,
ropresending 8910 millions, for larger sstos.  The Committee prontad
E5,006 of these requests (11,160 for less than 100,000 [mncs syd 1,846
for lusger suma), making o total of 1,075 million frases (3195 and
D millons poapectively). Tn otlwr words, 815 per eest of the
appbications and 83 par pont of the e e e i) Wiere ganted.

The apphications for oxpeet parposes came fron 1,700 sxposters,
and amounted to 105 miltise frues ; 1,063 appliestions, mpersenting
a totad sum of 135 millibos, wore gronsed, or 02 per ormt of the
applations and 70 per cont of the amounts asked for,

There can bo lttle doakd that the scheme was & spocons. Te is tene
that some 'il_u.lll-ﬁ-f‘lbli!!_llml Eradime hiael & w.nn;u.“l. ’!ll\h!ﬁ!ﬂ]l in the
citennstaness unjastificd, objection to npplving for ansistance when thay
weEe NI]UN o exphcin (eir finaocal slluh'nn to the RppSpTisie
exanmmitiess, om whick the public anthorities weee seprosonted. Nover-
thedess, the 1,300 million frases thae were datalmted obeiamly enabled
ey beaningesses Wy kwp vpen during the perod of mlsptation 1o the
new socal conditions. [t may be asid thet the divteidsiion of this
assisianee was ohmiod out b 8 very genesod sqpued | it waoald appesr
to have been rfisnd only to usdertakings whose position was alrady
#0 hupeless that it was fisactically cestaim that il o losn wem grantad
the mopey wosld siiply b smallowed wp, without profit for the
Lborrower o Lhe leader, ' :

In s docveo of Amgest 208, 1937, the Foonch Government offvoed
cettain  advantages 1o lol industoal undertakings fee omlarging
oF wemlorsaeiig thoir plasts,  On Oeteber 31, 1937, 2 dectos made
available this suppset an o refamnl of ntert e condibs taken for the
moderniznticn of plants. Sueh refand b granted aoly to undertakings
in heods of Freack citizens.  Agplications are examined by o specil

Drmmpey, .
I8 thus appeare that abusdest crodit facilities arv peowidad n
Frases.

i
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Thej aml-stock and otker commerical banks undertake normally
the endinary eommercial oredits, er that temperiry accommodstion
for current peeds, which i chassd ax short-tems, and | s principle
accarslnd for thrse swonths, bat is frequontly mnewabls twice, sxon
thefce or more, up to 15 monthe

Meditoetesm eradit, at tinwes soinawhat elaxiie Iy (1= interpaeeation,
Ind nozwally areangsd Sor frois two 1o five yoars, 3¢ desaned
to relin o soconuemdation for nesds of o moo-revprnent  or
quasi-prrammml chameter, from which mpil dizect refnms are ot
o b anticipated (e the aciquisitlon  of righes, brprovensent of
plagl, parcbase of fctery requisites) nr froon which oaly st
isnttary Tesurns aro ssnved {eg builbing of workers’ dwelbags,
ar other wellure crestiony).  The greal Fremel sozanoreial banks o
a wery liavdted degree, anad the lesser t0 a cortain degree, hut caperin iy
thie * husimess ™ bamks (bamygers ‘aflaires) botly Jurge and small, snd
ceetain spromlisxd institutions, sre parveyors of this trodit,. Many
special institations sxist For Ioog-turue eradit.  The bounds betweon
Pl Latter aind moadsum-torn are nnt always easy to deterdiine ; gus-
pantees aml liens are scoilay, fiest charges, contportisal assguiniats
of fizal percentages of earsings, share of Jebeature pariicigations,
and kindrod ssearity independest af trading or afhor vicissit ndes lorsg
mlﬂ.'ﬂ'n‘.. Andl the partitiaons betwesn e anl shors-peyun cradit
Imyn‘}i)b-emlmmlwl. slonler, where triple extensionsof hills, ar mw;lvf
ing erality, of sunding banking fhciltion (Tacilieds e caimo), nre
lvlr:nmﬂl! acensdedd n sulfloioat grounds Lo cwsivamers popusted olvent.

The funds fior such mwedism anl bong-teriie nradiis are mrasle Wi}!’
svailabds by the rxistetics of the Boud fssie systein, which i
gront papelirity in Franze.  These butnfs correspond roughly to eliea-
tuses whieh are on salo in French banks 10 the saving public ; thelr

papularity I8 largaly due to the figsd mte of intesst and 1o the prionty
of chanpe o assels.

{10} GERMANY

Attemtion was dewn in ihe intmodestion Lo IL« - ‘y]ll-l'.'l..l..ﬂﬁ‘ﬂ_ll‘ln
way of lnancing indusires by shoet-teri cradits in anticpation of
futare copital issues, ¥he so-called = Anlage Banken " wwch as the
Mnumheiw. and the Bask for Handel and Indsstnie,

.
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Attty eimila 1o thaFeench Condit Mobilier, were the first to doves
bip this Toros of eredit. These Lanks worked in the heginning with
Theirown eapital until about 18T, when they started to sesegit depasits,
There was livcle difiulty at that time fue indwstry to olitsin the necew
sary cradine, with thn eomsequence that ahnost half of the werking
eagstal, enploved by indnstrisl éanoems was * outede " money,

Thas ssvation chasged eonsideralily after the War when the Ganean
Batike biad fost § of thoir own ewpital amil 81 prr cent of their pre-war
deponits. Bambe then baesie, s we shall sev, tealnly imtarmedianes
betworn foreign eapetal and industry. Bank erodits were avaibibly
aiily nn short-terins seil al the expensive cusrent seeount sate,

Dhring ke isflation indusiries sycenedod 1o free theipselves froan
the influesor of banks, snid oven s rod rest ro| oves cartain ban ks,
o established thely nwm house of hesnohs lanks.

Phdfferent wan the case of the swall mansfactarer who had pre-
viously bees Bmancel langaly owt of hix own profies, by inpeatznents
oven by family niesber or by mesns of pertnerships with capits lists,
Tho déstruction of capital by war and (sflation Jeft him enfirely
withoit evadit pucarecy sl the mors o A% it proved easier to Mecare
and adwinizter s to Emited companins.  The mere a produet
morex [rom maws production to redingg prodiction, embinarion gl
the forawtion of compunies hecomrs teore ifficull, and, thus,
important ndnssnies were neglectsd.

Is was thien that bankors sl soonnmists becann somsclies of o gp
i the German or it aysie whicl setaally hail beon felt b A eetam
extend befors the Wae. 1t haid beon, im faet, Sor s fime, the anlijeat
of a iliscussion whick wasatartad by the progosals of Felie Mochrin 1908
for s ecntesl institute for = debeonpure substitution.”  Buech an instieste
would gmot loaus seeared by debantuses 1o sealles esterprises which
Baud no acosix to the capizal nsarker, ani wondd e its aws dobvesinres
insteud, whaeh shoudd b istroduosd on the stook oxelange. Suck
tikstrial debentures shoedd be dlbstinguisked froe mortgsge bonds by
highsr publicity, shortee torm (10:20 ywra) snd higher indersst, and
this fors o attonetivo investient.  Losns shooll be grasited fisy
1030 year beras, vepayabide in asmunl sk lments,  Credits shoubl bo
grantnd only b existing el profitabile entergeaiers, amil shoubl be sprend
owve Ay htassches for taiscing the sk, The imstitate would newl
n “sditable votsessreial and tochisal examingtion stafl * wel]

sequinied with isdosteisl condlithons and the ssumpetition situstics,

Thore should beng joing liability of tha eroditors,
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This proposal by Hecht was calargnd by Gearg Hermes Losegim 1500,
who saw in it & kind o oot isstitntion, {0 addcd 'Imllirai'.imla #hanlil
bo submitiod by the applicasia® regulsr laskers, who should alo g
rantee the eventual lown to the cmtoal malitotion. Schelze-Kiceew
wddwl in 1998 that only the banks which grant the regalar onrrent
acconnit oreslit should grant the Jongterm erodit snd propossd »
dohenture fsswe by the confral atibtion. The wain wark wosll
permain with the regalas :.uukv.

Sislar waw the praposal by Teehiersbly in 19 whose central
Inatitution was 1o be estalilishiad by cradit co-oqomtives formed by the
various hmsehes of ulvsry, jainily with Govemesnt and the big
banks for thr oo of dsbentoras.  Tha eradit ecoparstives ahould he
bargely bassd on the oxistsmy cartel srganizatioes which know their
owa b bt Such an bnstiigtion woak) heveanly s [§expennes
and sauld be cheaper than that prepessd by Heckt.

Socsewdat difforent was the sazgestion of Dy, B, Bregwosn in 1925
foe an mnstitetion scting al intenne liary betweon Toregn eapital end
nusdizm sl amall imbasicios. The bsans mwust be woll srevred and
should not exewrd the amount obtainable in pablic awtion,  Boey-
mann's pln foenl sctoal realeation m the ssallsd " Indus-
tricsehalien.” The wecessity of Btate asiimance to such Lssdues
Letesrhafton was poimtnd oot by Beier-Rincchbery in 1920,

favestinont Trosts forinilsstey, Mniag giltesdgod {Trastee) seewrixs
were the sabject ol s propasa iy i, Rittershousen in 1939, while others
as for nstanee fxe Sebesder, prjectal the ide of spocial nstitution
and preforeal brnohis of hig banksor Regional Banks to il the ga «
which hwl grisn by the gradaal dissypearancy of 1he infepentost
p;l—“l'! kainker.
A difforent line was follosrad by Brasr Ssnsitag who is 1803 tried to
ve that the Mostgage Bank Law cdid not excbade industrial kums,
bat somthlerat anly objerts of o seeursd wxrning capisity eligible for
morigage toamt.

.

(1) Industrin! Oradil of Movtguge Banis,—~Tha view, expoundid
Bapntag, dud beeu applied in peactic first by the socalled * mixsd
mortgagy banks" (1-e. bazks carrying om buth comsmercial and smoet-
gogn basking sctivitis) for soow time, and minen 1990 el by
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same of the “pure™ mortgage basks, This facd, hewever, was
marcky admiteed, and loans of this kind were ussally granted only on
n gearantes of bocal suthorities in form of commmmal loass.

During the years 1926-1930, kowever, several of the mixed banks,
rarticularly in Bavaria, reforved in their reports to their duty to kelp
mmnall indsstrial comcerns which bave no aceens 10 the cagatal masket.
It sppesrs that thisstep was prompted laegely liv the fosr of com.
petitmni on part of tho then arising Tndwsizieschalien,

Tzans by mortgage banks were usually granted only to the extent
1kat basd andl building wete suitable for housing purposes.

The total lemling of Germoan martgege banks to industey was
estimated by K. B Maswwr (Das Deutsche lhlmk:udmxnlﬂﬂ.
Beakin, 1904) -

Per 311281 Rm. 527500000 oe 83 per comt of afl loans
al. i3z Gmsmg || 52
a3, MAIN00 ,, 89 . "

These fgures, however, do unt kselude those morgages oo industrnl

progerty which were megintesed only sx wrlan  mertgages,  They
aspunted 10 425 millieas R, in November 1051, Altogetber abous

A per eent of the morigage beans were, scoording to Kaspmann,
actmally industrial eredits *

Ar regular mortgage banks ean lend oo ksdustsld property only 1o

the extent the progorty cam casily be converied into dwellings, this
eredit souboe is & net sbisdnctury upe,

() For this rason prticular imterest was ewolsd by the [ow
sttempts to ereate Jadustricschafies, the first of which, the Seakeohe
Wbﬂﬁﬂnﬂ‘ wiid asEghliakad oy ke State wmler the Law
of July 20, 1925, with a npinldm million sarks, for the purposs
utmmm; moctgago lossm to isdustry, trade and comsnaeve.

The mlministenteon of the institgtion was in the hands of the
Saxoeian Bave Bank, in enfer to svoid expenses.

F e —

'mwwmm.maum ¥ wad I i—

ne-m [[2-n 1]
Longtorm dedds, . -, ... 2.2 I8
m*&-; LU N 5..“ 4. T

Btk S o e o 1,048 L, 550
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COug of the 12 members of the Boanl, which was pemsided over by a
State (omesissioner, § wepe appointed by the State, § nomissaied by the
fiwn regioaal advisory eomnittees, and 4 appgintad vat of e groups
of borrewers by the Manister of Eeonowics on proposal of the Chsmber
af Cocamsros.  The Btate Commisstsnsr s to control the eover of tho
dedentures, while the Bodrd hss (o sqpervise ths managrment, Fsal
decisions, howewer, rest wuih the Minister of Finnnoe.

The 5 regional advisory connibitees 10 consider appliestions consist
of & delegate each of the (hamber of Commerer, and Trado asd Tndustry,
anil three other members one of whom representing the borrowers.

Loass over Bm. 100,000 had to be sppeored by the Btate Conssudss
shouer, ovee Wi, 200,000 by the Minister of Fioance.

The imstitation was authorised Loissue fix-tops bearer delbeniluses
for meetngn losns up to 50 willion Ron., which amount was imoreasnd

tp 70 willlioas in Felrgery 1923, Dobemtunes sasued in & foreign

earpeeey had o be covered by boans en emal Lerma and mbereat.

Loatis coshd be dasped froms Bin, 3.000—TRim, 500,000 amul were not
sa excerd 50 per ormt of the valun of the real estate propesty (which
oqquallid e the wversge 18 pee ot of the own espital of e berromra).
If sach peoperty oabd be adapted also for bwellings puspases, loans not
axioding Ttm. 30000 conld be grantad up to 0 per cent of the value.
Muchinos ane exeluded as seowrity, exvepd in casen whern they am
moders and typieal for the beanck of ledustey, smi whero the businpss
in good, they nesy be melmded at a low ovaluntis:.

Eoterprises oo hized Iand were exeladed from b,

Borrowers haul to scoopt a joint liakility of 10 per cent of the smount
of the loan. The loans were issued, stoording to the borrowers Chadie,
in vash or i debentures, for 20 yosrs, peynble s send.annual instal-
e ts, incuding ﬁlpihl], stereal mml & pak surtax ™ of | mf:lnt,
Laosns eoubd not b peenlled if the bormower complied with all condigmas,
while he vonld repay part ur the whole loan nt three wlh‘ notioe.

The debentares were seenred ! (1) by the noetgaged ahieed ; (2) by
the inesme of the risk wartax ; (5) the resrves | {4) the joing lnkility :
(@) the sharo eapital ; axe (5} the State.

Ko loana wen exstracted or ssuod after 1930, Befnee that date
wight deheisture lpans were contracied witha 51:!‘] of 19 milliom marks,
including theee dollér Jaans totalling 11 willion dolises ot 6 por cent,
ﬁllﬂ?m amd T jper eent, anid five gold mark loans nt 8 per cemt.
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The interest burden, originally betwwen  asd 9 por ornt, was
Feduced Lo o large part of borrowess to 4 | pereent (plas | sk suriax),
mnder & eomversion in 1935,

Altogether 700 Joans wore granted, out of abeut 1,600 applications,
hot gomsidering & meseber of supplessentary and converson Joams
In about 150 cases fecrclosures were requized to peoawer the debt.

Tho boans were divided approximately in the following propertions :

Rm,  jpercemt
Up o ;e B
Froes S0000- 50000 28
o DODOO=I00000 18
ST L 06l 1]

(3} The Pfdirische Wirtshoflebouk, Ludwigshalon, was established
A year later, m 1095, by co-operation of ihe Pederstion of MasmFacturers
i the Phls, t&e Bavarian Srate Bank, the Coumty Couneil of the Plale
wndd varioes nranicipalithn, 22 3 publss otility cssspuny for borrowing
ooty and lemlisg it to medisss and sall size industrial coterpeises in
doans on renl property, as well as for participation in Edesteial ventures

The expital of B 2,000,000 was equally divided inte A and B
lhtﬁﬂd*hic&thnkdum'amhﬂd'hrthluthnzitklud soTne
peivate hazks, while the I3 shares were to bs lought by the barrowers,
at & ratio of T per cend of their foans. a

The Bask was adsministerad by 2 board snd mansgement, ax well *
as hy a permasen) eommitten elocted by the baard fof assieling the
tmagagemant i their work. Asotber committees, the lown (advisoey)

oommitlen, had to apgeove all lpans exeending Ham, 20,000,

Like the Saxesian institatics, slso the Plilelsche Wirtachaftshax
luts & oot adwiniscration with another imatitution, w2 the Plilziscko
Hypothelenbank,

Theagh aviborieed to Boroow up to 90 millions, the haxk & noi
weceed in placiag debentares om the lomsl or foecign market owing
Io the pefumsl of the Biate to gusrantes sach loans, the conditions of
wloch were ecnsidered too burdensome | byt the bank oitamed twe
reotiumderpied losns Froes the Reicduspoat, ose of 15 eedlions
in 1927, asd ove of 3 mitlioes o yrar later, under the geamntee of
the Bavarian Seate, _

The charges for hew lssin, arigisally ae Tj per cent interest together
with the sk ewrtax of § per e ¢, aed administetion comminsos
0f 3 jeir cost, fotalbing 83 par cent, were later peducsd to £ per eent
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{5-] por omt). A ewa-tune commisson of 2] per cent was dedacted
from all loans i the beginning. Lowns were geanted, bowever, only
for 26 years and had to be extended.

Uintil 1900 altopetber 197 Jana ware bsund to LTS emlerpeises,
awonting o T 17,094,000, Bt then no new lenna wore issund,
(Tn about S0 ke forvslosares were reguived to liguidave the loans,

The |laans weer divided a8 followa : —

ll.m. ".1",
B4 wp o 20,0400 61,023
09 From SOD00- T ) 2,058, WK)
40 e 20, 040~ D) 1y 3195, 534
. over T 0k 300k 120090 444
197 17900 . N0

The bank which wsmally poid a dividesd of 45 per cont wae
Fquidated after the full repaymnent of the bana,

{4) A thind attempt vo establish an Tndustnsschaft was made in 1500
by the Rredilgenossesschaft der Witteldesticken Todustrle, Gw bl
Welmar, hot beng a privats co-operative undertaking without public
sapport, it faibad to nose delsentare boans Joeally or abrosd. 1t fimally
suecseded in obdasning from the Thuessgehe LandesliypothRenbank,
a public imstitution, lnans oi & 10 per cont poant Liabilidy of ita peem-
Bers, ta o seeral by Goldmatk sorigages. For every BEm. 5000
or Bess, the bomewer hed to sequire & shore of Rm, 100 with 5
fisbelity of Bm, F00. The bormewess bad alss to sgree to the amiit el
supervises by the Thoerngisehe Landes Treuhand and Revisions AG.

It rosted within the Manager's discretson to fix the amount of the

losn alwo in peopaction to the sesrity.

OF 254 applisatiess for Tan, 20,657 500, 10§ Joans wers granted
rotalling R, 7,045,500,

Th co-operative reached I 150 it ymxisgum messhondip of 120,

(5 Mentiom should hymade also of the Zestralbask Deitacker i
srie A.G., which war regimterad in 1928 by the Futernational German

Trase Co., New York, sand & suyabar of Germmn banks inder the

feaderabip of Gebebdor Ambodd, Divaden,
(01 che pagisteral shsare capitalof 176 million Res., 10 millions weee
tir b isewed ad pogistorad shares, with & 23 per cant payment thesves,

tha rest s Tolly paid brurer shares OF the rogitored sdazes

pid millions were 10 ba ‘“Iﬂﬂm-"- to the New Yoek company, and
015 milliots to some publie basks.  The bearer shares wore to be
tiken over b} [lll-‘l'lu ‘#ﬁhl‘—

AN B TR BBy B B B

7
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1t wan foresesn tn ke bans firaen B, S0 000 Ran. l.ﬂﬂ'll'll‘) Nk
1o 40 par cant om the vl of the sceassiy, mae hinsey meludd. The
borrowers would scorpt & 10 pee exor Bability which woubl ergvass
progortwsately with the anmusl ragmynesis

Applicasions for bansshonk! bave bhion sebimitt ] by Jocv | sy Bon ainall
approved by keeal somumittess. hefore baing sont to the Contral Pask.

The bank. which owing tiy the crive i 19249, did wot start openations,

woakl bt Bave offered sh interosting possibility of ve-operation
lbetween hanks snil the eontral instit giinn whieh resemhls snew it
the Tidustnovchaft inlel,

{6) Couaty Rawle, ~The idew of the Industricschalion, which, ae
we saw, was ok ey ssoeedsle], wns not endorsed by thie Prossian
Parlimnuent, when demands of the inlsery to this end wese conmidernl,
Lt it was doabded] that the great number of State, County sk Dhstrict
buinlkes o & public charactor sboukl e authorsaod 1o grant aléo imalusnisil
wurigage exedits,  Thot saly a svall surker of thew banks sade pse
of this anthorieation.  Tn the meaky, the setivities in favous of lustry
remminal limitad so 1he sullostive lam ofthe Doutsade Landesbankeuzen-
trale LG, the proeceds al whiek wore isued through rwely: syweiated
provieekl banks sx cralits 1o modben and sarall size undentakings.
This loan was comiractad i sotmrn 1927 through Lee, Figomen &
o, Pantoss, ta ss amount of 10 walllies difkire at 6 pee ceni, foe cred{bs
up b0 30 per eentof the vabet of the roal property.  The kan was paill
cnl e b borrowss af 072 peecent, ad & mto of & per ootit plun § por
eent coniarisedon sl § por cont fek surtax, anl for g tearm of 24 yaga
The antualrost of the foan thuy was slout & per omt.  The borrowers
wetr enitétlead to fepay the ban at gar, beginming frem 1932, Owing
to 1he bow wpuotation af the ilelsbntwros Lhid was June 10 8 large oxtomt
anil by the imginnisg of 1955 0bost 20 per eent of the loan was regaid,

Each provincial hank li [Mabde for the lown aeconding 1o their alsre
i it. They bave in tarn the right 1o control the Dasiness of theiz
limmm Al strigagn d-hh sre dopoadied with the ventesl inseitn-
tou as frustes.

Out of the lean, 773 credita wepe grasted with o psaximus of
R, M0.000 and an averago of sbout flu, §0,000, The loane weso
largely ssed for the cosnlilation of short-erm [ubdlitios (50 per cent),
for capital investments (25 per cont ) und for working capetal (25 per oent),

In sddition b thess [oans caly thoee of the Landesbank der Provina
(Chtpeegaven ore worlh wentioning, which depend lnrgely o the
debemiyre market.

it
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(7] To some extent alse the Satduge Bawls have grantod short snd
lonz-term boams to small kedustrinl undestakings, Bavagian sivings
banks evidently considered iz their dety to grant eredins to © sedustral
uindertakangs with less than 20 werkers.” Soch eredits, nateraily,
nuzst be kepn ad s gmall pregortion within thesr eradit portfolio.

Figures ayailabde for 1900 and 1051 show that snch shoee axd long-
tetm oteelits fid amount to no mere than 94 per cont and 33 per cent
respectively im the ease of the Bavarian and 16 179 per cent nnd 123 per
coenl in the tage of e Silesis savings benks

(8) The debemture fogan of privete danle (0] Tn the begisning of
1927, tha ldwlacke Banl controted through Dillen, Read & Co,
 fwe-year loan of 25 millioo dellars, Thene wirro 5o special guaranives
demanmded. The rooeipt alene was basis (e the boml iesss and
mo comtrol shghis wero givim 10 (52 londer.  Tha osn was issned at 59}
per eont of § per cent,  Wiile the bank thes pakil about &% per cemt
for the Joas, veedits wero sued at 7884 per cent.  Altogether 172
loany were iesged avempging R, €500, and including § 21 672,029
woared ased £3,196,058 unsecaral crndite, The loans have parily
been prodongod. _

(b Tn Ootaber 1937, the Cowsers wad Peimt fask beflowed this
exnmple axd eondragted with e Chaso Nationsl Bank o ten-year s
of 20 mllion dollars, ispuedd at 81 per cent, at o rate of interest
of B} per cent, which was the loweat pate of all Gorman loius costmeted
s TLR.A. The actoal st to the borrawer between &) anil 9] per oend
was atill eheagor thas the then provailzg current scoount rates.
The bank was entitded to repsy the losn or part theneaf, but ot leass

4 milion dedlxes, nfter 90 days’ etk By the end of 1934 12 oallion

dollars were repaid.

Whide sl these attempes towards a wolution of the indusdsal
eredit pwoblem date beloee the Grost Depessgon, tro inssitutions wees
ctahlished in onder 1o assist in the bquidation of erxlies frogen & the
deproswion, e the:—

() Dhostsehes Fiuatriz Fimansicrungy Fuatibet A.G., which was esta,
Mishod by Coverumieat, conjointly with banks, im 1932 with a capitad
of 35 million R, i ander fo take over {rom the hanks up 16 ten times
Phedr holdisgs in tlie Tustitwtion lomyg-teeni bonss ind negoteabile wearitios
of seand undertakings for gradual liquidation which, if divposad too
rapidiy o6 the sock market, woukd lrad to unsecessary fusses.  Advances
ihesson wepe grasted op to 75 per comt of thedir nomisal valve.
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(10) Tilgungeborse fir Gesserbiiche Kradite, 4.0, was establsbod
ot the same time to take over froes small and medivm.eipnd hanks
frozeny debls o the extent nf 130 million R, otheswise 1o be weitien
off, for a geadnal Byeidation sver 25 vears. :

It was thus intended to myve Geeman banks freen the dangerous
eonsequanees of “ miwed " lagking.

Bince [O3[ another institution has come to the fupe, which within
& few yesxrn, haw beoome the centmal institution for medustrisl coadit
m Germagy,

The Bank fice Ivatsche Induntric O0ligationes, originally established
in F424 with o espitsl of pem millson Golilmarks, by & nassber of lnrge
industrial comeerns and Lanks lo srve as a medium betwees the credi-
toew under the Dawes Agreemont anid the Gesman indunities, subject to
Repartion payments, it beowme availslile Tor other purposes when the
Young plas replaced t3e Duwes Agrecssent. It was then seggested by
Germas inslustrislists to keep the institetion alive, and the Tudusteas
Bazik Gesota of March 51, 1901, suthoeised the bank to continue to collect
the special vy on dustry ander the Dawes sbame until 1056, with
an exemyptios bor smaller snborpises. This levy shoubd yield 510
millions Res., of whick 415 milBsns shoeld be uind for b corscdidation
of agrieultuml imndebitness in Easteen Germany, snd 05 willons for
“ promoting the productivity of the economy bty eseans of orodits to
industey, particudardy to muall ued sedium-siz undertakings.”

The capital of the bank, increased in 1931 Yo B, 50.000,000. s
siooe been doubled out of the eollections, while free reserves of 484
eedlliony werw aceymudated hy March 31, 1987, The bank may e
debentires to be secared on mortgage loans up 16 smx tooes (29 thare
capital.

Crtadita ane geanted Prom Hs, S00. R, 5000000, this it was extend.
od i 1957 to Fus, 600,000 thux increasing the sverage boan from

, Rm. 26400 to Bau. 20,008 March 31, 1087). Toans =5 n rale shoull
be socured by mortgages ; i exozpticanl cases also other meusities may
be scospled.  Such oeedits, however, togother with shost-terms eredits
to mdustey thould not excesd 50 millsses Hm, m any one year.

Wien considesing an application, attentisn is given not enly 1o yeal
preperty asd equipmest, offered a3 secarity bt also the goodwill and
the prospects of the cemorrn snd the profitability, as well as the persceal
qualities and experience of the mannfactarer, 1§ tho labter are wot
satisdsctory, theloam will be rejectod evets if 2inpls socuriLicsare availsble,
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Ceedits are issgad at the eate of 98 per eent, The eate of intesest,
oripisally G per cent, bas been redused to 3 per cont in 1938, and to
5 per cont Ister oa.  Am annual comminsion s charged at the rats
of | per cent. :

Thse esedits are asually granted for § years, bat if properiy paid dersg
this period, there is wo difficulty in renewing then.  Bepayments during
the carmuoy of a bain shoubd swowst to onethicd in case of & year
lpans, and to one-hall in case of leans excoeding 5 yeers,

I# is am impertant peind that applicatyces shoald be recnived and
loans aro issunsd as [ar as possible = co-operstiom with loeal credit
Eatingtions,

Ovar 40 agrestipass have been conchoded with & gest smmber of
banks, saving banks and eentmal banks of eredis cooperatives, and
thus » wide nel has been coeated for the setivition of the Tadustisal
Bask, envering tho whele Reich, Particularly sk banks and instito-
fhuns have been welestad which kiep clow coutacts with middle class
anadacturers, Theso institutions indertake the prefimanars investi-
gations and adminkster Joans up fo B 15400 aftorwanis as trastess
of the Tedustrinl Bank and awrrcise the necessazy control. These -
baiiks which are comjensated for thoir woek by 1he § per ot annual
conpmission thus usdte both the Jong and short-term basiness ander one
sdministratia, which e oftan bas bern alvecatenl as the main scvas-
t!guﬁ‘nhnﬂm'”w Syetem.” _

Loans are often granted to conve exprnsien and burdenssese short-
e credita for working eapital and for capital investiments, with a
apevial conzideration of the E=psetance Lo the grueral ecomecyy of the
applicaxts, The oredits, hewever. should aot replice the norssal bank
cpedt, sl shoald omly sppleswent it

For loans above Rm. 50000, and i certain cases also below that
Amoung, expert investigationk are mquired, the expenses for which are.
ta bo berme by the spplicant whethes tho loas will bo granted or not.

The Bark whieh is umles the supervision of Goversment bs adsmnister-
el by Limee mazagers (asd their sabutitates). Ofthe 33 menthers of the
Tsard, 12 are appamted by Government for 3 years, on the saggestion
of variogs epresentative groups of the econnmy, axd ove by the Heiche-
taek mamageseent, All shases are bn the Bazds of industry anid sdare-.
beolders holl their shares wmerely an trustes, Mo dividepd i paid
om the shares; The Bank, thas, appenss to be an instifstha of salt
Salp amd mutaal aid of industy, Usiagh not ofa co-oportine charaster,



The Bank is exompt from all lsnd registry fees and stamp daties.
Bimes the incepticn of its work, the Bank has granted and isswed the
Tolderwing credits . —

Crodies Appeosed | Conlits Tamsed
Ko | Oliicon R ! Bo | Ml R
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Theaw credits (astording 1o 1heir numbers) were di-vi;nl apyresi-
tsabely to —

TS 1965738
Iodustry 35 peor ecat BT per cont
Artisanste 7 21 M
Phstribation B - b =

Tt ix of Iderest to note that 77 per cont of oll creclits weee below tho

;::!ﬁhﬁu, B, 25,000, wheel sadicates the predominoncs of sl
LB

Arveans ih paymrnt aml baps] prozedures against defaslting csstamzes
hive beem ware [ahout 100 cases). The perosaind sapervisson cver-
citail over castomrs has shown kit in 00 por cont of 2ll msss the Jeans
b halpried b invcamame pradection and to attain profitabilsty,

A [ew yoars agn the Banl has scquived » coutrolling interest in the
" Ovag " |Commeervial [nvesiment Trum AG.) s company for distibe-
tiem fmasce, While i Englasd the United Doniimion Teast Lid.,
» distribetios finsno: eoneers, took the itiative te oxtablish Credit
for Tndustry Ld., thesppocsie davolopment has taken place in Germany.
This fact is indioativs for the different cocssmids sirpctare in both
e ries, bat, alwo seemns to shew the orginin coumertion betuan boll

Special problemy ween poently crvated by the resrmament peogram
At firse liberal dissoant facslition wem granted to entespeises engaged
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The State i 1908 roviend its mode of finsucing the enterprises whose
prodects it requizes or whos developinent v reganded as an object
of pahlic podicy.  No longes age Uhe enterprses gives the right to deaw
Lills to be secopted by semistate institations and rediscoumbed st the
bonks with indefinite or regeaied fesewals, Cevernment now Rsances
them or leaves them to obtain their finanee themeelves by a dicooter

approach to the capital market.

(11} GREAT BRITAIN,

In protably mo cther country was thn sapply of isdustrisl Snsnee
se wellorgamivsd as in Great Britain, where a great vaniety of semhant
hankors, linaneisl companien isus boates, undeswriters, brokers and
hndding eompanics bave shiboratal o gystem whoreby theis respeolive
functions are widely divideal.

Avooug the merelant banks Hambros Bank, Baring Bros, & Co,,
J. Heory Schrosdor, X. M. Botheohihl & Sous 2nd Lazardl Bros. are
usnally manked aw laders ther well-kesawy merckant banks iselado
Fobert Bonsin, 8, W. Blydenstom, Brows Shipley, Davway Day & Ca,,
Erlangers, Bobert Floasing, Grndlay & Co,, Guinness Maken & Co.,
Holbert Wags & Ca., Higginson & L, & Hoare & Co, 5. Japhet &Co,,
Kloinwort & Sons, Samael Montaga & Do, Morgan Greufell & Us,
M. Saimgel & o, and Brown Harsuas,

Finsneis] trusts play o Jarge part i the Gsasee of new entprpeises,
Avunnig thess inay o nesnbioned mganices suoh as the British
Rharehobders Trase, Indwstrial Sclortion Trust, Angls-Senttish Amalia-
iatad Teest, Britise Pacifio Trost, Beited Bagpice Truat, Gresham
Trust Nelss Pinancial Tenst, Phomix Invostmost, Second Hread-
mount Truse, Shermeed Truet, Ventere Truse, Caelton Trast, Lothboury
lavestnsent, e Teast, Power Seeurition Dorpogation, and Standard
Industrial Teust. '

An interesting Jdofinitim of the resportive functies betwern 4
vestinent trest company atid a finance company was gives by the
Chairman of the Venturs Yros2, Led, early in 1956 The primary
funation of an isvestinent trust B to aoquine and hokl various invest-
nents for the sakn of the interest wead diviilends 1o be derived from
them, the scquisition of profit from realisatioes of investments being
a puredy incidental matter, The finanoe company, on the other band,
exists prizoazily fior the purpose of Jebeg in invetments of varibus
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kinds, the main elvject bping 10 aciuire theso investments and seld them
sgain ot & profil.  With a finsnce eompony the interest or dividends
to be obdsined from the investments sre & mcondary convideration,

This fundsanental differsnce betwafn the business of an investmrest

tenit and thst of & finance company natursily imvelves & considerabilo
differemce i what mest be the basie pelicy of mansgement. In the
oase of an imvestment Louct, sines ineowe (1o mteped and dividemds
i the primary tonsderation, theee is no real ohjection to the sequistion
of compamatively hanpe blocks of the stme vhares or securisies.  More-
over, in cases where the yishl is sstisfaetory. the question of temparary
egital depreciation of the hnbiing can bo disrrgarded 1o n weech greater
extomt. The uestion of subseguent case of sneketability is alen
orasrstively wimer inpostance.

With & finsnes company, however, the position is estirely different.
Sisor the raim objeot in thie ease is vapita] profis, the somewhat
mwagere income (rom Jividend and isteeest being mercly a seoondary
consédemation, the portfolln mait nol enly contain no stocks ar share
wiich are likedy 1o alip away in warket ealesinslack times, but must
also be of sin easily narkstabls pature asd qeantity,

Although they ars sc-hlme eonceenad with ths finaseo of industey
in Grest Wriain, wsenties shoub) abio be wade, for parposes of ifferen-
tintion, of the spreciabsad Buanoe houses which coseentrats un the
finanen of one or a few pattioylar typea of antorprise, eg., goll minkng,
plastations, ete, Tt is, however, intoresting that 2 new tin nine i
Pahang shosid bave & sproisbised Srance bona tatering for its meeds,
sod would almost veriainky have less dificubty in raisieg capital than
a mew engincenng eampany in FPotethomegh. Sorn of the moew

dsmportant of these speculised finknoe Howses are: Avmlgamated

Finamee Uo. (rubkex ani tin}, Beithsh amd Clinese Corporation (Chinoee
pailways), Malayan Rubber Lost and Agency Corpomizm {rulber),
Union Curporation (godd, other metels wnl gemeral), Belection Truss
{minisg), Jubannssbang Canmbidatal Envestesent o (gold andd giasral),
Grenveral Minmag aml Finance Carporation (gold and geneml), Coneb-
dated Galdfirhls of Sonth Afriea (ol asil peneml), Loodon Tin
(tarpostion (tis), Angle-American Corporation of Routh Afriea (goll
winl genaral), Afvoas and Baropesn Invetment Co, (golit and generl),
Mabayan and Gemor] Trst (tin), Java Invesineat Loun and Agesey,
Limited (plantatioes), Eastern Platations Finsnce (plastations],
ftastarn International Bubber amd Produce Trest (plantatioss), Beitish
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Sowth Alriea Co. (lsmnl, ssinerals, ofe,), Beitish Noeth Boemeo Co, (fnnd),
Husdsan's Bay Do, (land and minerals), British Oversear and Geaeral
Investinent (South Acwerican wtilities), and Braish Indestries and
Goneral Thvestant {eahilior),

Memtinn has already hees sade of the part plapal by provimeial
stocklrokors in intestein] finanec.  The big Lisdon Giris on the whale
O lews ' pursmng  fwhich is the Sreportant thing &9 far a5 now in dost s
age comerrn d) but semo ™ narding T snmetices has to be lose prior
e ne ik anad 6w, therefore, pelevant 1o mention o few of the Lading
stokbaabers hanfling new isape bosiness s fam Adermon snd Keime ;
Belisla & Ov.; Caxsnove, Akroyids aoid Geeenwond ; Coben, Laming,
Tloars'; Crews & a3 Roith, Biyler sm! Ripg: Luton Chlcke;
Myers & Co.; Bowe anil Pitmsan,

Mot of the varicos typeos ol firey to which prtentson has beven deswn
above in desoribing =ine of the Ssancial it tgtions of the City, sre
oonesrmed in mon® way of other with indesteial finasce ks geseral
rather than with the fhaance of pew industoes that being o panticalar
heanch with whish many of them ne callad ce o dia | firoie time fo tihne.

Apart from these there dre o few lairly oblestablishod mdustem)
fagyew hoyses in the (,.Iﬂ'i' il ehiel of whach is ]‘tl'hpl 1the industnal
Finanee und Investment Cegporstion, sasocatod wiile the menchant
bankimg firm of 8. Japlot & Uo. (iber comparativoly rocens cotn-
panies largely concerned with inlustrisl finasce am the Xew Trading
Co. neil the Fiast British Amesioan Corpomtion, whsle 0, T, Falk have
at warious timne smibectaken weak of this bind. Certaln aof the b
merchant banks also cugage i imedustrial finsoco work o o limited
oxtent, aml their notivitses in this direction have temlod (6 incmese
with the dedline = the voliose of bills for discounting. Veey often
this in deme throngh spparently fedependent mmpluh apFEsting
from & absfferrnt adidress which, however, way in facr, he simply o
bashedoot enfrance to the merckast bank.  Mosr of these banks have
alwayx had & enhstantial baviness in new ixeses, and for thés und other
poasama 18 15 of the utmmost oportenee 1y e 2o resteve hnir naie
for nesochation anly with the claw ol fnascing blli‘m;ﬂ}' lookisd em us

the 1nost kighly respeotable,

But e appears that, woll develiped as the system s, cortain gaps
existed which Bave besome nmly felt under the prossure of steun-
tural changos of British induslry m post-wer dsyy,

| wdﬁ.;-___

o -
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The reorgasisation of certain brsaches of industry (steel, eotton)
requited eominercial assistanes which wat mot svailable from purely
comansocial eoedit vouwrees. L wus then that the PBask of Englasd
intervened by establishing in Newomber 1929 a aprois] compasy the
* Gewurifies MNansgreeeont Teust," with a ecspital of £ 1,000 The
Funetions of this (eust were to advise imbastry with regand to reorgasiss-
tion azd mtionalisation schews, and to provide diveetly or indizectly
the fonds for such selemnes. The Trost asasted in 1950 i the ration-
alsating of the Lanoudhire Steel Truse sni 13e Wigan Coal Corparstion,

A yenrLator the Hank of Eaglind, again in conjesetion with o suniber
of leading bamks, lormet the Beabers Tndustriol Developent Conpeany

Limitad, with o megisternd capital of £ 6000000, drvaded Into 45~ A *
eayren and 15 "B shares. each of £ 100,000, of which, howeser,
ouly £ G000 were gabd up The “B" shans am held by ths
Securities Mamagement Trost and earey three yobes eark, thas seouring
50 per cent of ths votes to the Bauk of England, while the otherslusres are
held by leading banks. Ao this ceespany s more s “Bocidtd I Erode,"
am “ Induatrial Finanee Conference Boarl,” than & finanee corpomtion.
Its penaral ohjects may be deseribed as being to mvestignto and sddvise
ou all manner of fnsscial, indwstriol and sconomie questions, to sid
in ke formalstion and earrying @io effect of schanes and armngeosents
relating to the fmancing, doveloping, eo-ordinalion, amalgemation,
PeeOUStTOREIG uf pearganiaatacn of Srns, companies ded huviness of
all kinedr.

Fes maks foset o (s to peovive aned comsider schomes subsnitted by the
basic industrien of Greal Britain for the parposs of their mtionalistion
aniid, provided the soleines am approved, te act as Lhe channel theough
which any seonssary finandal sssistance s forthoomsing, 1 no way
dovs it coampete with oxistimg bauking or finaneial institetices, noe
s it finanee imdividoal fivmis,

The Banlors Todustnal Dewelopemt Company's slareholdors con-
ikl joink stock hanks, peovineind baniks, merbant banks and isming
houses, with a Boani azd Advisory Counrdl drswn from thess sources,

The Bllowing ane sowe of the schesmes which the Bankers
Industrisl Development Compasny ks sssisted in arranging the finsnce,

cither by public issue or by peivate srmangements - —
Pursin feaies :

Laneashive Colton Corporation Lad, ... .. ... £ 2,000,000
Natiopal Skipboildess Soeuridy Tad. ... ... ... £ 1,000,000
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Stewarts & Llovds Lad. Corby Scheme ... ... £ 3,300,000

Giuest Keew Beldwins Ltd, Cardiifl Scheme .. £ 2,062,000

Tta lust ncddevmnent wos o oslabliadssont of 1he Elibw vale Steel
nod Tinplate Combine with o total cost of € 10,000,000,

Hoth ihese companies, however, matinly simed st fecilitating the
financial rpoopstgection and exvcution of larpe imlustrial schetes.
Thoy did not attrsept or make josstls 1o fill the gap, evideatly exising
for aoime e, fe wiich the Marmdllss prﬂd drew atiention = 1953
The ensuing discusson showed thay the Britivh financial werld bouf
sudidenly beonnin = Maemillan sinded,” with the rescht that & wumber
of companies weee ostallished before long. The fest of then was
Crafit for Tndustey Lad-, estabdished by the Urited Dominions Trust
in Morvh 1934, folowed iu Juae of the sume year by the Charterhpose
Fisdustriad Pheoedopment Compaiy (capital £ I0000) a sabsidiary of the
Charterhouse Investment Trost, 2nd B July 1955 by the Leedaall
Secwrities Corperation {oupital £ 290000) ewgod aml conteolled by
8. Reqry Schroeder.  Other companier of this tyge, s=ch as the
Lossdals Tnvestment Trust Lid., axd the New Trading ('m}- 184,
wire exgablished subseguently.

An interesting sttempd of looal selihelp won th estublishumont
in Nowcastlo it 1903 by the Noethers Indudrice Dvedopesent Livitad,
o small company with 4 eapitel of £ 3000 (£ 14,000 issued), which
waa subaeribed logally, The Company preferred fo advanoe oty
ot esevertible debentures, althosgh in exceptinal cises they took
wp prefesence shases. Although r.hi_s Company, mtanlly, nd fo
ogerste within the narnow Fmsibe of its resources, it is an example
of modern adaptstie *to the traditional method adoptsd in the
financing of British sdustey under whick the smwll or ssedium-nived
busiees Jooked 1o its own lesality for the finasce pequired for
devolopesent rather than to the City of Londom ™ [queted froan o
lettor of the this Prime Minlster 19 the Lancashive Industsial Dove-
Lopment Cousetl, dated Magoh 1, 1905}

Onquite & diferent scaleiv Cralit for Fuduslry Lid., which was
pstablished in 1934 with a paid-ap capitnlod L 250,000, T!;o Benk of
Englail participsted in this vewtere with £ 10000 s 8§ per cont
z:'manru.ﬁm'mmh wobd aut st 201 8, 1o the endisaty
shisreholders, the United Dominions Trost Lid. which specialises in
instalment amd hire-parchase finsnce dor perinds ap to thowe yesrs.

5

e e
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Credis foe Industey Lud. das a8 itx object: the sapply of mediom snd
long-term eredits, from £ 100 to £ 60 000 and for periods up to 20 yeass,
1o mualler industrial conderns without o direct aceesa to the cpital
market, Tn the fret iiftoen months of ia existonen, Credit for Indnstry
Lamited grasted or approved in primeiple losss tetalling whest
L1250000, Of thas amount, less thas £ 250,000 was sctually paid sut ;
the balanee (agact fmm small seans awiiting settloment ) was ot uind,
becsume the applicant changed his mind snd decided wid o heorrow, or
becauss, in o grest maky veses,” the masey war obained from
otbar mearcer, incloding the basks, vr for other reasons not statel.

Though all apgicatioss were pazelully aud symgathetically conssdered
in only a small ssmber af esses cogld the applicstion be pegarded as
legptimate or justifiabls,

The loars satstanding by June 20, 1159, were £ 584 508, & mthor die
appointing result in view of the considerahln offocts of the promotors
of the scbeme.  Alter having used all profits of the first years for the
accumsnlation of & reserve fund—£ 12,500 o0 Juse 50, 1909—a dividend
of 2§ percent wnsentned afier the sixth yrar af 1he eompany’s opertions
4 geaylt still out of proportion ta the woelk itvedved in the adinisistrs-
tion of the eompany and an inadequate tvtum on the imvestment,

Credit for Dnlwstey Lbd. aml similay eesormmna see guidedd in their
operiions by the Iollowing pemciplos :—

(1) Advasces are limited 10 concems witich aee eatablished, nae Ravn
i sstisfnetory reeord of profits cevering 2t lesst theee vears,

(2) The coneora must be under continming and cemapetent manage.
=ty

(3] The eapital st he graminedy required for dovelspenent purposes,

4} The prospects for its profitable nse must be satisfactorsly eqta-
blisked,

Thewe femy conditions probably wonld be laid down b mvery eam ;
bt Cradit for Tadwstry adds certain negative conditons. They will
ot lesd: (o) To finance the acquisitas of additions] busisesses ;
(8) To replece exinting indebtedne - (2} To exploit naw pafents;
oo ['L;J To start soowoms in business, The terus of Creedit for Industry
Fm Lhus -—

(1) The rata charged om the loan is usally below the sate on a
prefarence share.

{#) Repayoens kaa to be mals at an agresd rate over a givet pesiod.
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{3) The berrower kas the sption to repay 81 suy Lime, but CFL
can call the kas euly if the boerower gets into financial diffloe]tise.

(1) Becurity esust be provided, asd may be taken in the forin of
a martgage or & debenture.

(%) Prelindrmey costs aeo kept ab & minieoum.

{8) There nre no changes foe mvestigatnn as distinel from valystions
and the bike.

Hem, also, it is baid doen aegatively ~—

fa) The fncilities are imended to be complenmniary to ordinary
banking fasilitien

(4 ORI doss not isterfere in the contrel of ibe business, and,

[c) Tt doos not soquies shanes in arder to particpate i profite.

These terma, os much i the mgstive 4a = the positive cluawes,
Npemuz what |||w ba called “ isdestral hﬂ)kiﬂg." which Mm
from oedstssry hasding i That roapset that the advances are repayabile

over & long peranl.

A iliffeqent line (5 taken by other mstitutiees working in this §eld,
The Lendeshall Sceurities Corparation which wias onganieed ™ 10 exgups
i the fmanco of modints and sssall homs industrial besiness for which
the norasal machinery of the Teedon maskol it magpmpeiate.” pad
it this way : ' the Corpoestion does not demand an urumumm
on the capital provided, bat rothes looks for lu roward im Mfmg ll':o
benefits which scerue from the jnereand peosperity of the undestoking ™;
Its imvesiménts appear to take, as & mide, llwfurm of podemable
prefopmnes shares nsd some cominms shares E’hll‘i age l!plmbud
by the proprietor afer fasr of five years ; apd it appenrs tlm alns l.ht
Charterkouse Indwatrie] Develspment (o whose purpose is to provide
maogay o small updertakings in aueasts from £ 10,000t0 £ 100,000
up to twesty veags, hesddes lending tl.m capial at & E:ﬂ_ﬂ. eute, ussally
Eskea o share in, the equeity of sty business thay Wy asst, Gpes et
which are fair 34 betwean the pastas, The differences betworn these
vatsons lines nf rappeosch indicste the expersmeental matere of this
braseh of the hankiag business.®

. .am-]ﬂtmmhmlvhmhma.m
'l"ﬂ::::::%:nfﬁwllﬂm Rask, bk o wheon engags in italment
oredih findnen, The tches foevanst (azongatu of ** Cogdlal hishnd ip s bouk dubin,™
 busicoms whish is highly deesbaped i US4
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The protdemn of finsnce for small industries eame to the fore again
maee resently s conrsotion with the particular peobless of the “ Sgecial
Areax”  In his fist two tepoets, Jiily 1935 ned Febowary 1935, the
Commassionrr of thes Arvas had Lo poink out thak ermlsl [acsitias [oe
the eatalblishrnent and expansion «f smaller enterprives weee Tnckdag,
ad thoagh Credil for lolestey Lod., had gmumised co-eperation, a
parely eomnnercial instizution eould set comply with el tde pastionlor
nends of the Special Arvos,

O tho reeommrzadatioss ol the Commbssiosor i 138 the Spn:!id
Arove  Recomslrmetion Awssiahion Jid, was formed with o noniial
capital of £ 1000000, pebseritenl by eertaln banks, insgranee asd othee
e fesnien and individuals, Tor the purpose of dnancing seel] incdusteies,
ceither existing or to be formed in the Special Areun, The Assoctetion
witich co-upeentes witk the Tosal esamcaly, turdoe, ete., opened an offise
in each Areo, and a local baard parses oo a!l pplim!m aylitnnbeand,
Adxances are limited to £ 10000 in a=y one aso, hormally for vm
yoarn.  The oate of mtorast and te conditions of repayment are deter-
mized aiter b offices ol the Assescharim have roported on the risk
involved in misking the boan, A

(Favermment whith hisd tesn insdrussantal in {he formuthon of 1he
Associntion, did not submmbe to the capital, Yol sider the Specinl
Ares Retoustroztion (Amendesnt) il of May 20, 1038, R4ate msis-
tance was granted is fors of a contribution Lo %.ln AL EEITER] KR nses
anil of & gaarinter agiinst laeses, amoanting roughly to 20 per oont
of the total Joasms which lad been iasund,

Out of T84 ruquiries recsived byr B AT AL to the end of Aupust, 10357,
900 resshed in dedsite spplications for beans, 57 of which were gramted.
vﬂ_.{le sibers were still under examination or bad been wiildrawn by

rensim of accomanodslion bring ebaainad el wwhere. 5 AN A, critisiznd

'fm- overatrietness in its early days has agreed to Mans exeending

£ 0,008 in all, to be lupplrmuut:d by nesrly twice 1hat amount of
mew capifal raised from etiar serces, L

The lormer flood of Equiries appears, bewever, searding to the
meporta in June snd Kovember, 1937, to have been “shirinking to
a trickde" :

Angither fund of £ 2000000 wis placed st the disposal of the

Treaweey for the Cowmaasionsr for the Special drons in Scetlond under
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the Special Arvds Act, 1957, for grants o companies, to be applesd =
pesssansions up o 100 per ernt of resl, rates, inceane tax dsnd Nationsl
Diedence Contributions for a perind of no more than five years,

Feeally o fuml of £ 2000000 §s st 1he disposal of the Nufiold
Trwstees for losne in appeoved exees to mannfectorems, ewtablishing
pew indastries in the Special Armas

With the exceptiog of the anthority given to the Masieter of Lakour,
im eevlakn circamstagess, 10 extend the operation of the Spocial Areas
(Amessdment] Act, 1957, 16 other disdricts abm, |heso facilites
hesve been svadatle only 1o undertakings in the Sprdal Aroas, Many

s outsido the strct limits of thow areas hiave also suffered severely
front ueemplovment 2nd the nrad hos been Bl 1o inaloe losn Taslieis
ot n similor kind more readily avaifaide 1o asist new milusirion =
peel other parts of the countey. The Govenunest intredueed the
Loans Focidehies Bl 5 few days belore Parlistmmt adjourned foe e
Sum=ecr Troesa, 1030 '

The Ball i+ dewigned to empower the Treasury to provide finareial
asmastamen by way of boan to By perecn peoposing to estabish or to
ooty o An nnkeatrial eadestuking i cortain aress where them is severe
pemployment anil whe is not fee Lhe tine heing ina position 1o oltmin
the fcssinl Laoibipien requisite for the purposes of the nndertakiog
from banks or from fisazcial institutions peimasily cogaged in provid-
mg fnoucial facdlities for long or wosdiumgerm periods. ‘The Eill
pleecs no limat an the total nmount of the leags which may te geanted,
hest in 00 case af any singls uoderiaking the aggrepate is not to exssel
£ 0000, and the Tressury's sathority fo ester mto dagraments
for assistanon will terminate on Mareh 31, 1942  Tn oeder that auy

rhieular srea may come within the scope of the Billl, it will be neosssary
for the Minister of Labour fo determine thut it complies with 1k
following conditions :—

“(a) That there is, und has beenm for n conuiesably time, mvern
muqflﬂ,‘ulﬂl i fEe jurea s

“(8 Thae oppirtupithes for esployment in the wrea spe, of haye
withiz the ten yeaes st past been, mainly dependent on o ee more
indesirics wullering froen geseral dopevssion or suffering the ¢finets
of dlsanged methods in the indusiry or fadustrins in question ; and

" o) That thors is uo imneediste lielihood of & sybstantial incresse
in employmeeny in the ares undeis pew underialkings ste patabiliehed
theprm,”

| [
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Agresments may be emtered into only with seeh andertakings as
may be recommendsd by an sdvisory commitize appeinted by the
Trearury, and the sasslance granted to sy underiaking may not
exeend the smount siieh the ecmmittes recomanesds. Moreover,
the Bill will not permit the sdvisesy commitien to entectain ap appli-
catinn for masistance sxcept un Lthe representation of a lom| developesent
comseil which, in the epinion of the Board of Trude, is repmossntative of
the intarests of pemvens engaped im cotmsseroial and industeia] activides
im the uren bn question, o of & lurges area comaprieimg it. Befam
maldng sepresentation to the adviscey committes 1dst is ia desirable
that nssistance o given to any eadertaking, the lomal develoganent
council will be poquired te satisfy themmelves 1

*(a) That there is o masonable expectation of the ultinate suecoss
of the undertaking on un economie basis |

“ (b) That the person who proposes to establish or bas estabbishad
the wndertaking in not for the tone beitsg in o posities to obitain the
financlal facilities requisie [or the purposes theseed from o bunk or
sech o flnavcisl iatiution as aforesaid ; and

" (o} That the carryimg on of the usdertakisg is not kikely to mvolw
mnecontmio eou petition with any existing usdestaking in the area in
question.”

Brven i, im existing citeusstanors, it wad Tound nunecessary to

procesd with the Bill, the terms may indicate a live of sppreach to the
problom shoehl M agsin beccoe seute.

{Lla) SOOTLAND

An importast scheme Tor the development of Scottish industry has
bwes inaugerated in 1953 by the Boodtish Development Cosmed] in the
prometion snd rogistration of the Seottish Development Financal
Trese, Lad. * The function of the Teust,” it in siated, © s to proouste
i aasist in the promotssn of new businessos in Bootfand and to finases
new or establithed basmessns in Scotland hy means of leass, puarsntees
to bankers and others andfor by the direct subscription of shate eapital

of any class, whether preference, ondisary, deferred or othprwise, or

to Joan eapital of any class whetber delwnture stock, debestuses or
otherwise "

"

1=
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The capital of the company will be raised by means of an appeal
for dossatins and subacriptioes and alss by the isene of Ineome Deben-
tures earrying intervst st the mte of 4 per cent per annusy, such
interost Lo be cwumlstive, bot payvalle only emt of e profits of the
wnguny a4 may bo eocsmmended by the directors, The sl of the
Trust it to peovide finsncial ssnistasee for proposstions which o pod
pomw  within Ehe seope of existing financial orgsnisatices, ssch as
Credat foe Imdustry, Lod., the Nuekl Trust and the Specisl Areas
Beeonslructon  Assocsitbon

(118} NORTHERN IRELANT

T ﬁmt of Noethorn TIrelasd (whaeh s an istegral pari of
the United Kinglom) offims, ms facilities to promote the establishesent
of new imln.ﬂ-.rirl"!mi!z, n sddition to free site grants for 20 years in
paspeot l;l-EI proniiss ereciml o Wﬂlﬂlﬂ’, aml grants coveTing the first
five yeurs’ reas of prenises loased, s well an grants towards ke inceme
1ax payable dusisg the Rt five yeass .—

() Loans, derest fren for the firsd five years, to most cost of crecting
grew or of purchasing and ndapting exmtitng Gactorims, with easy repay-
mend beemia altor the initial five-yeay period.

(b) Loams at nhwuﬂ.n:_n! interest lowands expenditure on sackinery
and for woeking capital.

(12) GREECRE

Thors ate, at peoseat, no spevial credit facilities svailable foe industey
in Vireoce,

Am sttempt i this directoe seems to huve been mad s by the Halewie
aved (emeral Trust Lad.,  jomt stock pomiprny sstahlished i Londen
im 1928, which, with the partsipation of the Natioual Bank af Greecs
has grasted up to 1902 loans to various industeial coneems, 1o the
tatad amoent of £ 430,000,

Rimeo 1502, however, tht above Company cessnl granting furthor
loank, as the fands set aside for imvestmest is Greseo was exbausted,
sl Becanse of the exchangs reatrictions wtroduced in 1his oounry



#

e TEOTTIE CONTOUTORARNE

Tha loant wheeh 'msmttd [hml;lh the chaenel of the Nal innul
Bank are longdenm {10-20 yoan) sisking fund [oans, at s sterest
rate Boctunring between 8-00 per oret which was Ister sodwecd to
Bl per cemt, and peemreld oo u fiesd morigrge om all the msdnliatene
wnd mackamery of tho debtar,

lu_mnﬂ G roek conpmopeinl banks 2reof the * mixod © Ly adaiung
the business both of depesit and investment hasks,

Twe banks, the Bank of National Beonomy and the lam b of Indusiry,
which wers mtablished in 1918, senn 1o have soquiral only small
importanoe,

(13) HOLLAND

As i other comntrles, alss bn Bollend ehe peobdm of fodsstrial
orvdil has coiee 1o the fure, atbel we lind hore a wimilar pietuee.  Shert -
tern eradits wre available with tho © gesern) banks™ oF mermneneial
bam ks, whick may he lﬂﬂﬂﬂlfﬂd ax friped Banks, ﬂ-lt!f( SATY 0l btk
deposie Sodl investment bamking. Thels relationa with indesiry are,
however, nof. s close as they were in Belgivm or in Contral Barope.
Whenevor induntris! catezprises areindsined 1o thetn 1o any oomsulerahilo
extent, we find the Soaring of such servi-bag-term bank dear o ceely
& wyy that the hanks take aver, in paywsent of the beok-credits ont-
standing, an squivalent noount in sow slhares ar boods, whick they well
afterwands to tho pobiie, Thus the lanks aee aeting an umleraritors
of Jeans which they float, god 24 way ther also mrmag: to hﬂp
a ligeld position. '

This aystem, Bowever, canset satiddy in tinses whm 1le enpitul
market is pot alile o taks D‘J sl luuuql nor s 4 ]'IF]]‘I wrallix
caterprises.  For this season the aroation of special eralit institutions
has been proposced.

n’ Govemnuuwnt whach domle with ihig ’MI"E first in 1952, then
sejectod the ilea of a central. nation: wiifs indtidwtion asd supgestod
that 4the pmrim:in] utsharitios should take the inktistive in fhis I"n,a.ﬂ.fsr.

Thu first strpa i this line weeo taken by the Provine of Litiiburg,
ond & fiext Indowirial Bask was formd in goay, which carcanenend
aetivitaes i the midifle of P8O

OF the cagital of FL. 1006,0.0 of thix Bask 1ho lonal antheritiv,
proviselsl aod munieipal, subseribed FL (00000, Thes Board of
the Bank is eomposcd by tvrsenintive of (he Provimer, am

bwfusteinBet, wn erounmist, su asd tor 2o a mciulnii-r. Mdn;mll
tnecaliesn cam be adoptad, g

+
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Before the Rank pocseds o grant a eredit, the application st
e bsought Before the “ Fesassrdeh-Techoalogish  Institute,” a
Govermment institution for the promntion of industry, acling s &
land of Secided d"Etwle, which has to pousdor all erediz spplications
a1 tn their econosse sounds e and desimbility.  Tho perpase of sseh
snstitutes, tha firel of whick has leen cotablished in the Provitbe of
Linhviieyr, was to stedy the indostrial poasibilities in each respeotive
provimoe.  The wne of Lisburg which hal works] omt plass for
faciemies for instanes for eodissm aml slufbauis, 15 alsa thie sctim]
mistor of the Indostrial Bank.

The Bank Ll o sobmiit the appBesticss for erodit which arg secots-
wetuled by ke Erossaish-Technobogishie: Institets, to the emiral
Cormupizse yvan Tozcht op Industeic Baaken (Contral Supervising
Coaseil of Bndssirial Bsaks), under the Clinirmenskip of she Presidrot
of the Hank of Nethesbimile. Tho sugmevasion of this Gouncil, which
Bad leen seublishied by Royal Decree, wad & vonelition of the ovee-
mont, fur agrecing to the investwest of public funds in weh banks,
In the sneantime this Comseil has boen dishandol aml the sapervision
enitrzstad 1o the Beanl of the Coepany for Industyial Financieg m the
Hogae, mesaioned below,

Afier hiving beard the oqanion of thens ewo imstitwtions, thie Bank
may approve aml execute such leans, which can taks the form either
of a halling of shares in the entorpriee, or of o long-term ken, secured
by & voor gage er oolliteral, - A cesdition is each caneis the aceeptance
by the enterprise of supervision by the Eeosemish-Twhnobgishe
Institute.

A soronil institute of thes kind, the Indestrinl Bunk of 1he Harg,
forred an po-operation with the Industrial Bank of Limbung, was
I\egiilelnd on Septeimber S0 1966, 11a uqul.q_l in lu‘fpl.l'rd aom'llﬂlﬂ[’
by Governmens.

The Gewvemimimt engagol in TUES-1054 in wareying through its parog-

ramane of inlust Halisarion has introdeeed a Billinto Paslisment in 1955

provitding for the founding of & * Comgany for Tndustris| Finsncing
whieh was to be establishes for the provision of beg tene creditsfe and
the puniglflﬁhg i1 the enpital nf sew or exieting indostrind mh‘ﬂ*ﬂﬂ'ﬂ
i employaent i Duted industries eun therchy Do proseotaod.
[ addition, 1he sompany ales &8 the provision of ngderis crodits

to amd participation in the capilal of agproved regansl industrial

banks, from which [t may “ako over eradite.  The company i1 abo
1
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authorised to psopetats is e eareymg ont of redicf schemes an behall
of ind uakries presonibied by she Governmwsmt.  The Stalois 1o participate
g b wane-tanths b the capital of this comepany.  The Boenlof Contre]
will consisnt of the Minister of Copesserce, Indusiey, snd Shipping, and
the Alinivter of Finance.

Both existing Industrial Banks were stated to havo met o real nesl,
ihough the setusl business volume sy rether Nivited,

The husmess of the Company from its catahBidment to the enl of
1158 jme beded approvel of kans totalling 21 milliem florizmy, sod of some

cajiitul participtions.  The interast charged is gemesalily G por cont,

(14) HUNOARY

The relstians betwwen the banks snd indssivy have been closer
Hismgary thaw in abrost aay other sountry.  Although prefopeni o was
always gives to indsstries closely connected with, or of imesedints
inkerast 8o agricultate, neverthedess the banks exteadod their financial
sugiport 1o 8 whols range of other cnterprises, whose prodects were
destined Botk for domestic conssmption and for expert. But the
noel for a speialisnd industsial coalst imstitution was felt alw here,
and in 1998 the National HNungurioe Tndwtrial Matgage Tesitute Fod
has been created, with a capital of 10,020,000 pengos.  OF this sapatal
) per eont waro Laken up by the initistors, (2. the Fedorstion of
Hungneian Indust ries and its ineslior unione, and 80 per cont by the
Govermnment. Loans, agsinst which martgsge bonds are 1o beissued,
e given wp toa third of the estims ed vadue of the tangilile saets of
enterprisos which have shawn in the foremgolog vears that can payintersl
and sinking fusd an such loans, Only o exceptinnal enses may the
b |’W froani this pﬁl‘l!ipl". anwl lltﬁt'pt ot ljer guATAnLees, Xo
kam shall be forfess than 10,090 pengon, s shall he given, at the optscn
of the Instivete. in cash of bomls, anil 1o be repaid in asmi-asmual
nstaloraniis,

Yhe bank & suthorised to bsan bosds up to fve thnes s enpital
and pesorves ; 3 per cent of the amoust of esch boml isme st
b set saide as speciad teserve for sueh s,

The hank wtartad opurstions s 1923 with the proceads of r Izeign

lonn of § 4,000,000 of T par cont First Mortgage Sinding Fund Gold
Boudy, repayable over Sftecn years.

-
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The financing of the fivevenr mvestmont plas, 1965 (1) has alo set
the banking honses o Band taek. A sume of one milliant pengos was
apprapriaied by the bogidaturs for the finsscing of this plan, GO
e [linn s of whick have beeis eoverel by a non secmreent capiltal fevy and
£00 pekllwua byintornal loan. T addition to the punotual parformanon
of theis part of the fsascial work tlne inzposad on them, the lran ks
have alss to be at the disposal of business and individual cliencs,
10 help thew meot their obligations ender the plan. The slotion
of these problens wns rendesed moredifieult asit partly comedod, as
alsvsdly montioned with & period of deposit withdrawals. The power
and elasticity of the ceedit ongpniztion is evidenent, hvwever, by the
facd thnt these diffeultion were suecessfully surwomnted ond the
flnaseing of the jnvestimant plan exsily carricd Hhsough to sompletion.
Within & year more than 400 million pengos bave heen misod towards
the 1,000 million tofal. a6 awonnt far ia advance offthe programipe,
This su:m oo refurmad st the chrenlatbos of the mu-uy'i founoir e
life snul tho reslimtion of the sies of the Seste has csunterbabnced,
ar even over-oanpessated, the sethock i private ccntisarie metivition,

(16) ITALY

Az in most coustries whers Lhe sagatal accumulation of industry,
niil of the population 4 general, does wot keep pace with 1he capital
reguisetiants of imlssiey, alsoin Italy the cominereal hanks eombined
doposit banking with isdostrial financing ; most of the leading banks
were elosely conneeted with iadvsteral snd eutmmereial enferprises.
With the coming of the Dopresson, bowever, samo of the Dk
have extuhlished wflilistal institeticas in the foem of purely fimancisl
companiex ta acrvo as infermeedinries beswean thonslyes and same of
the imdiesteial undertakings under their eontfol; oftes they hed, in
the early stages of the crisiy nitemptesd to hedp teir aseociased midus-
trine by digect pdyvances and by supperimg ther sevunies st .}hl,'
exohnnge. Tout im order toomesd the drain on their deposits and eredita
from obresd and localilic banks had sharply to redooe their eredita

to mportant industssal castoniers, and, moceowes, had to iry to sttpin

8 HOTD ];qua pﬁr.tili'ﬁb. Sinee lhf:ll!. the l(!u.'ﬁ!’.i’ t divert ooin-
mercir] banks feome direet indwstrinl partwipations has been the
entstanding festare m Ialisn banking developeents,
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The thres leading banlks havo hasdol over all their industrial parti-
cigations to the Faritate Mobdfiare Frafiene (LALE) which was fossdod
a8 » sraoi-govemnental matitation Is Novenber 1931,

1ts capital stock, on which the Srate gusruntecs an casniead dsvaleml
of 8 per cont, inliedd by golilie Bodies of varsons kimd, hust ol v private
banks. lTrsobjeet is to reliove the cennd roinl bamks from the neecasity
uﬂ:um»bﬂising ks cir fumlein long-tege sdyvanesd 1o ks ry biv csrry-
img ont tkis funotion il Tie capitalis 559 milBons lire, sl iy js
anthurised to fespe debwntares nji to ton fies thel asosst, [n spcs)
giremstanca, hase debmturer moy be gwerestood by the Siste
Taop=s s made s femds mee pequrrad] for biame bn indusirial coseerne.
Thes foass vy be e nn pesl or collaters ] seesrity for & waxieogm
peood of tip venrs,  Hut up to the eod of 1953, the Tetiteio hed
grantad anby loasmy for thres to fve venre, potalling te 20 mifhands
lime.

Aanong the tanpertast clpnts of T mwention sheald be msde of the
Sovieta Finasxisria Indwstoale [telima (SOFINDIT), which was
an mvestaent trusl, coveted by the Dases Commensale which trans-
ferred its indusiraal wﬁm (ﬂb"ﬂl 4 'l'l’li_l[ﬁ!ll.i ll":l to 1l C-'qutl;]gv.
againkt & Geversumnd guursntsed eendit of ene midliand. Tt wecusod
fumdds also for cortain otler eparations from IMT, It was fimally
taken over, together with meat; of the other mmipartsut investment
traafs holling sssets totnlling 7 willland lees by tho Ligwidation
Soction of the Jatwto por la Riconstruzionr Tndustrisle (LR.1), which
wan extablishod as 3 Governaental credit instituts at the s (;i- 192
l.m_i. mr‘.lﬂiﬂd in Jm, ':I”i._ - .

This institute i dividsd into two sectiess, nne of whieh is con "
with Smscing industry, and tho other witd the unfreezing of orediy
The fursuer peovides ardit for longer torm than the Tatitade Mokiliare
and enises its funds theough theisese of bonds redeemable witkin 15-20
yvare, The espital of ks Section is 100 mdllionalive, mobecaied Bf e
siate and public mbumnoe institutes, ' '

The Liquidstion Sectooti & wacossor to the L ilation Teatitut
whish was established in 1933, when the fhmmmb ho. U0 eliane
the banks from their fropes assills, for theiy &Muﬂliquimm. '

In 1558, an part of the Jilisn bnking veform, ML, took o
fenctions (and assets) of LRI, which was sabeeguestly *0:;;, ?;:
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(16} EATVIA

Alsa i Latvia the banks follawed the Heitish exsmple; and are bardly
inwvolved in direct fissasing of industrinl sndertakings to any spprecishle
axtent. It was, therefose, o pasrtitalar task for the Lareien Montgage
Bank, 5 serpiofficin] institetdon, to nesisd mapuiacierers and srtisans
by loans for ropodstnacting enterprises destroved dering the War,
tor exiting windiriaksags and the prosotion of new |ndustyies,

Latvian industry, boing i the making. did not possess large mipita

resouress,, nor bad it & wide markei. . The nowly arising mammisotures
lacked extensive commersal cennections, asd bad o start [rom the
bottoe. Lack of shlled Fabsur snd foreign conpetition added 1o the
diffenitios, and Jossca were inevitable,
It was Lateijas Bosko — the Central Task which comssanood opers-
tions in 1922 — which fisst eamie 10 the sssistamco of mdoarry. At
the hegemning of itn activities industricd loans ranked foremost among
flscendits.  Latdr, in 1930, the Latvian Mortgage Bank relieved Latvijes
Bankn of the barden of indusériol long-term loans so that the bank
was ahle to confine 4 indsetrial eredits Lo sdvances for the tusrest
wands of mansfictun and export, and losg-term oradits were Leassloered
Lo ihe sow insteiution.

The Latvian Mortgags Benk, estalilish o by tle Govemmaont m 1924
with & vaqital of 2 il Laz, issues deb-tare by and also grants
wediw n-tera foos oo indmiiry,  Abo aseibor Govoroeental hank,
the Hzricoltaral Benk, isenss 3-psar oans e rursl  issluyeies
&t 6 por oond, _

As & rubo, the Mortgag: Bank nurses sutorpeises with nodiusedonm
adviness, pstil the opperfunisy arives for long-ters s, Seeh
bin v (ssead o Ghe Sebdor ju fona of debentuses.  As there &,
howieer, only wsmusll mzrket for such sscupiies, the Governrest banks
undoriake, e behalf of the Dovermesut, the purnchose of secli § per st
alohonteresut arst sof W peroent, asd [nalngle enss, whsch are providoed
by Baw, even of 100 per pent. The grést advastage of this arrangement
can ba poatisod anly when kesoping in il ihat debaoes of the private

wnttgngo hinks realios only 1080 jog et of the nowamal valae of the _

debsnture Josus, payed to theo s scourition sl not in ensh,

The hank untll Docamber 33, 1502, had demted over athin of its
rescurees i the seistance of indastry Ly long-tezm Josns. Of 1hiiw
atount, §e. 24 inillions Lat 10 per eant went for puselade of mackinery,
31 per cont fur conversion of shori-term. into beg-term Fabilitie
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1949 per comt for comatruction and 17 pes ecnt for other purpase.
These bmns wees srostly foz 12 years (75 per cont), some of rhem
for 18 years (15 per cont) anl only » [ (10 per cent) for longer
teris,  Loana Bave heen pecferentially secorded to enterprises of »
pelilio unility charnctor, saeh s power stations, sml 1o enterprises
wsing [neal raw -mmaterials,

The loans were given a2 & rateaf 30 per cent of a nuindmms eealastion
of the wortgaged progaety. (The evaluation of the hubldings snd
machisery offcen] ds seourity was radoced from &2 to 68 willion Laks,
and vt 28 sllion were advancod).

Tin peeent yaars, smra 1534, Government b grulually taken up &
pemilion feamn wlilch 81 el conpsol tlirectly or fndincetly pesctically
avery sectinn of eociaoinic Blo.  This developsent hecams particalarly
noliceable in bankirg. when in 1935 Governmeent foesael a consmirzial
hanik, the Latyias Keadit Banka, cetenstlily with the ohjact of abmgbing
unsound institations, e efcet 1has bask has veschnl ] uumugmlv
position i Latvek eovmmuercial basking. 16 is niow used by Goveme
menf. as the mstruanene of its palicy of tunbsgetriw [Enas o, ’

Meanwhaly a definity Change b abiy tuken place in the vapital
siryeture of the oastry and, owing ta the secumalation of eagiitaf i
rocent yoarn amlestrial anterprises do met depird any 3are on the
banks cxchesively, but arm abls t olitain copital by fasues o6 Uhe loeg)
warket. 10 is of interest to noto, hat whils D to Janwary Iﬁ&;a‘u tim
TR napil_ll‘ of limiged ot pestifon .-miﬂl to mat ;:wr-‘: Iﬁh
M.-dl&lﬂl'._ thas el comipanies cotahiliade) Animg VOSG10IT ave :I
Lats 2,400,000, : e

(%) Lmil;';l."?.i.-\
In Lithwanis, as & rube, joint-stoek bapl b nns

eradits o industry.  The basky, thua, haye
the Gret Depression, and only one bk

grant bmgaerm
Wheatheewd the days of

, eulér industry, faited; » involved with one parti-

Liskuwssian business men are hesitunt 1, maaks "
Government is induced thereby to tighiey, i1, :‘:;“m":&?’z?m
Special cradiss Lo isdustry wore grantog 1

X - g PRy o Staty funds theough the
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At the el of Jume, 1938, Government docsded fo ostabiliah &
martgsee bank with u eapital of 3,000,000 Lita, 1o nednt indusiry
asg] eanstroction.

(15) NORWAY

The Chatrman of t32 Bank Assotiatson states] in bis annusl sddres,
Augest 1935, that Niewegian idustry wlbal foo maeh om tho banks
for long-term comiits and that such eredins shanhl be advancod through
spovial eorporations.  This s Bas heen taken up Ly the Gluverstuent
which, in 1958 suabfshal the Enlpntnal M (Newm Norske Todustri
Hank) with a share capital of 10 millien kronnes, 51 per cent (“ A"
Sharda) of which were contributed by Government in form of Govem-
et Dobeetures, whieh the bask has to amoriise aver o nembser of
years, The hakuncs {B™ Shaves) were smabiscribed by Governmest,
Mssieipalitics nr hanks.  The “B™ shatos are guarantond 4} per cent-
nterssl,

The olsjoet of the bank is to gras| bt orm loaus 1o industrin] undes-
valings, including bntels, particubsely of 5 smaller skze, and to ohitain
the lends requizal heroto by issiie of slaiventur=s. which carry a Goven-
wment guArAnges.

Loana, which miust sot cxescid 500,000 kromors and 33 years shoubl
bomesared by Theffganease real property (up to 60 per eent & estimatid
waluoand mackines {ug to 40 percent afestinated valas) or by pladges
of mw wmsterialy, eemi-fnished or masulsctured goods or other
indwstrial secnridiom,

The sl of the crodin et covay thoe Mitegest Gn the shares oy
dubwmtires phes the expenses of the lank (which were only 8 per
il on the share oxpital during the fiest year) as woll as the risk
preinism, which B ¥ per ocent of the stount of 1the las, pls
an anmual costribation, sod thes soounts to abous T}-8 poreent.

No loans sro fo be granted ta undertakisgs anphoyin e o
5 workmen, or lew thas § WP &

Daring the first year of ite oporations, Beptember 1906:37, total
Joans mioatel o 6500000 knors, whish figure after the thind
yoar, JASS-30, kad incersed 1o 26,815,000 kronsrs,
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The busk is dinsctod Isi & boasd of T mesnbors, 4 of whigh ane electel
by pardizment, the rost by the belders of the * B " shages.

State-Guarautosd Lo to Dndustny,—Tn 105536 the Govesnment
were agthorsed 1o waur Btate gmambtesa up bo an smount ol
exeeeding Kr. 5 millions, with the object of faciltatimg new jadas-
triel entorprise wnil enalsling exioting eonsems 1o reswasn in Opera-
tion,  In 1830 tha lindt wes raieed to Kr. 18 mdllions and jm 1995
10 Ke. 20 niidlins, to which murt beadded Kr, -5 willion sulhorised
segarately (s 1935 fat the benefit of & profectod artificial silk factary,
Fanthermoree dircet gvante of Kr, 170 millioess worn votmd for the
Besmciud pene 1905-37 and of Kr. 1°3 millinna for 1087-95 for 1he szane
purposs and in aill of towrist teaffic (betels), [t was alw intenided that
these L UL should |'|M'-'hl¢' caver for basso on gum"mltmd foans, A
slisler dirst grast of Ke 15 odllinns hiss hers appeoved for 1935-29,

Applestions for & sre siddressal to i Ministry of Commicres,
which yaally paces then o 16 the *State Commisise for Kew
Enterprise.” The enrrent liisimess comyeesed with: the selime s now

tranmcted by & special office called " Gatantikoutorst,” which wap
witablihied o Lthe Minkstry of Fsasee bn Devvsber, 1947,

. Up to the enl of 1907 guarantoes totalling Kr. 1662 milhong hal
been prosised, bt there bad bees actyally isencd Fusrantee dosuimenia
for casly abowt K. 398 willions, mone of whicl was spread over g eay-
silerabile praiber of concerna in mnall misps, )+ | argest lean guarintsod
bising Kor- 675,000, OF theeredit grents aliout Kr. 1-14 wilfions hiad been
utilesed, inchuling Kr. 08 nillion st gside fur potusl. probakle and
pamnibds desssen.  The brgrest gearantens nuthorined, bat wlillimefiective,
weee about K, 655 willicas for the wodessiymtion of s i el
yurde 3 Borgen, Slovasger and Wredrikssad, and Kr € milliens far
the comstruction of = selphate puly wil),

The Storting in 1900 autborised the e of thoss Sinte:
inans 1o shipyardh i ondex o enabln thim e exsend pnd, snderrise
theie plaat, with o view to their |.ltll‘.Hi11‘l glsh farge TM[I fist which
Km#ﬂiﬂnﬂ dﬂ[ﬂi‘f‘ﬂtl’l mﬂnlﬁﬂnl}* lll-ltn*.d ray ts ubd ,' This

ramtos watgol wads s of aa the comnlitions astached to it eomld
it be fulfillsd, hut nepetiations Priveeded betweon the Govemment

guaranbesd

L
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amd] the interested parties snil & aew sebene war apgroved by
the ®orting in Jume, 1938, The Minisiry of Finasee then reetived
suthority to gusrastes on certain eomlitions |oans, smoanting in
all te Kr. 2,840,000,

© ) POLAND

Varinws oradit facilities have been creatod in Poland for the aid of
indadtry.

As oarly s 1921 the Folisd fadustrial Morigege Crodit Aseosiation
v et mp for granting long-term boans to Polish sodwstetalists

Thin Natioval Fosaowie Benl, ostablimhed m 1024 5¢ & Government
Institution finnnned vanoes industrial sntcrpeises and seguired dlo
wajority hobdings in undertakings considered uf wenjor importanoe for
1he natiessl ceoncany, sueh as antomwobil works, potash s es, feetilisers
andosher chetrical industries.

In IWS_. the Stofe deceptance Banl was formed to provide medinvm-
term credit for whach exmistieg facilitios were comsideed inndequate.

Ao the HBank of Polesd makes dirscs sdvancos 10 midbuitey, parti-
oularly ot its brasches

Another institution, the Folish Indwstriel Band, Leowberg, failed
duging the Degression owing to the failare of its motlier company, the
Gooiitd Financlice at Parin

Accorling to * Gazetta Handlows," Goversinend bas provided Sar
phe year 1930 1, 16,000,000 for cradits for the expansson of industry.
Theseeredits wiich wee to beanmrtizod oves I5vears sre provided msin-
Iy fue veadinon and sl sized undertakings 10 wodmmize ther plaste.

Until Frbruaey, 1938, such indnstrial ervdits were gramted totalling
%l 8,000,000, iseluding Z1. 3,800,000 to chewsteal snd 2L 1,600,000
o wetsl indwsrica. The lulk of the crofits was istendod for
ndussgies it the sewcalled ™ New [ndustinial Contre " of 1he eomizy,

(@) The Pdish Dedustriel Morigage Credit Assaciotion wns foundsd
by ownrers of indastrial entesgirises far cheaining mortgage hond loaws
amctired it real eatate, mackinery and squiganmnt, Partios coptrneting
Josns From the Asscelution beeame its wranhors at the wwirent the
lnuns were granted, for whick they were liablenat only by the maortgaged

praperty, but by their entict porsonal furtume ™
i
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The Association (whick wos to be comsidored establishod when st

 Mewit thirly industvies with property valued not Jes than 100,000,000

Polish Marks® had Jolned a1}, grantcd bans to owsers of mdusirial
entarprises mlroade in apemation or o ba put in eperation, for poriods
of 20 yosaw, pabil in morrgage bonds pinl ot & rats Bxnl by the Comml,
The Inttnr, sslijoct ta the realiraation of the Trewwry, fixed abo the
rate of miditional paymesta to the reserve fand, to whick the baarowers
hsdl 1o eantribate during the fisst five yeeof the ourresey ol the loas,
and the anneal costribution to the sdielnisiration xpanse.

loans amd intorss were to he popaid by emdannsal jnse
talmenta in the =anvr cumromey an the Joass wers eobtmcted
or i cospoew oF in rodenned boeds.

The propeety ta be inott gagod wasto ke ovalusted by the Assoriations
experts at the applicants expenwe, ond lisd 1o be insared in the
rarrenoy of the loss to on amsunt fixed by the Boanl of Directues.

Thie smouns of » locy was gt 16 oxczed 20 per oent of the valustion
of tha site ziud buil&ngs, sl 40 grr crot of sachioory sl equipasent.
An amount not excsoding 0 per conl of thy losss could bo rolsined by
the Lsocintinn o sty for the paymaees of interests pot secared
Ly the mortgage, ministntive exprbaes, inssravee promisn, e,

TBonds were alvo isvmnd in foevipn sermeney (whigh the Amocktion
was eatitled to da only during 1le frat tim yoar of its exstence),
sp Lo s smonak of £ 20000,000 and more, with the spocial permis of
the 'le__'\"- :

The Assoelstion wes mansge] by & Bosrd of Disvetors of sy, sl

a Supervising Council of twelve sembess, foar of whick wen vleoted
by the bondbolders.

A dalegate of tbo Troasury with & right of veto, who supervised

the Asnciation's activites participited wt the weotings of the
Board af Directom xnd the Supervising Comocil,

18 spposrsthet daring (he whold priod ofits exciatenos thr Assaeiztion
granted abous 150 bouss 10 133 cotermma amogsting to £7,201,085,
anvcl $2ITE 50 by theve Iawws, oz 0 6 per gont Dol (Jiber converted
into. ey} snil &3 per cont and & per onut Rarking loan fep In
1057 these Domdy weme quated st & gnd 010 per et for the
T and B por cent issue fesp.

" i ke Pelisk Curviney of the rariy Pt war years, Suteq vt orplaesch by the Mlaty.

»
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(&) The Nalbsowal Eoswomic Bonk in its Statstes v estitled to
grant andastrisl loans sguinst bank delentores. Loans on factery
buildang may marve as collatersd for the Bsue of Bank Dvbentuzes
emly, M the premises an enslly be converted Ento dwellings or
are zdepted for the use of en imdustry which, in the epinion of
exparts, has delinkte prespeets for development in that district, The
loasn sy mot oxeoed holf of the messsed valuwe of the fund, twa fifths
that of the Duildings apd ome third that of the plant definitely
recpaited for the runsing of the indusleial wilertaking snd prrmusent Iy
attachsd to the real propeety.  Witer power (orsing & pestion of the
inthsatrial real propesty sy le tsken as recumity for the boas up
ta vhe Shivd of ity estimzted value. Bufldings snd aquipment wsll
o awowod loth vo the bosds of their acton! and their ligquidation
wilu.

' Thouzh the bauen sbosh] be seoured Ly o motfpage e the

infualtia Daiga, other real eslnte mp be np“’ug;[ an 2] linseeal itlél!l'i!)".
H warrantsd,

Ttk veluo of mn induttrial underta¥ing dectesses aml no Jonger
affveds to the Bank the security foreseen Gy the Stafstes, the Bank
has the right to require the repaynient of the whole or of & yortica of
the loam =0 theee soomtlis® yokice, wrespeetive of the originelly
.lﬂ;?ﬂl!t(d Casranis,

Since its founidation the Bank nssixted memly industrial nndertskings
of pertiosler eoomomic isportante fo the country as 3 whole, and
those In whows  existenns and development the Govespenens was

eapecinlly futercated. For 1his reasem 1he chomial, electrieal, and

wetablurgical industries have epjuynd primosry  comsidesntion s
respet of losus from Govwemeseut fusds administered by the Bank,

The sssintance granted to these smdertaldngs by the Netional Eomsorule
Batk eoversl the grovision of the imitiel capitel, the granting of working
uqlilal. and the pm'viﬁn nf hi\ﬁlml [ﬁdl in 'l]ﬁ ﬁm -l)f hhlg.-.
perm mortgage credita i baak debestures,

During the inflstion poriod sud the wabssquent long depression,

nusserous industrial sudertakings deprived of their warking eapital

were umable o obtain finanoed assistance from pervate financis] s
or from alspad, snd 0 became pectssary 1o call upon 1he Stste for
nném_m, phis Eask h-r.iuﬂ une “M lell wpon the HMQMIIM&
Bask, -

R T S
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Amid spain, oo the tepmination of the depresdon, indestrias hnd to keep
poon with the genern] drvelopeont, niul wero ohliged io modermise their
plants asd to adapt their gesbection to the incwasing requirements
wtul the alterod demands of the ssarkel, The carvyog oul of these
plans necessitated the provisos of binge smounts of investment and
op=raliny capital whivh could esly ba oldabsel by mmnss of permanent
bz term imvestuents,  Most of the industries were wnable 10 vaise: the
weorszzry fund privately and hed to o ely en the Natiesal Beomomie
Bank, which toak evar the debis in exchange for shares, {of ultimate
liquidation on the capital market,

Thus the Bank scquired conbdershile holdings in indusiraad usder-
falcimge, untal in 1930 the right of the Rank to participate s such voutures
was cameelled by Goverpment nnd a gradusl reduction of such hobdings
starend,

Indwstrial Dyleniire Loany,—Dusing the year 1927 the Tank, for
the firsp time, exercissd it right of bwulng inlestrial delwntures
anil commenced (0 awe Jpzan through the mediam of bank deben-
tares Gt 7} per comt (later reiluced to B} per cent) and redesmable
ower 18] years, aod in nisimuss smounts for & loan of 300,000 doty,
subssquently reduced (o 100,000 zloiy. These loxes were primarily
intemded oy assisting state enterprises, or cemcerns in which the State
B mterested.

By the end of 103] the nmmber of such loans kad incressed ta 20,
totalling 3,507,200 sloty, No losns of this kind appear to have been
lswged zince. The sumber of rejeoted spplicstions was nearly as
baage as that of the lnans grauted.

Lrng term Lowwd.—Alter & lemporaey eesatiog durmg the heighe
of the dipression, the Bank cominenced in 1952, (s response to the
[Esproved conditiems an the security markst, to gyast lemgitnrm
vk loans mepared asd repayable e Jong-ters boml loans

! Sbeetderm Logwe.—With the growing revival of tesde, and the improve
ol condithons of rmployment in indusiey during 1927 the requisements
ol workisg eapital alio imcrnased.  This demand was met by the Hank
within the limits of its peogramnie, specinl attentsen being paid to the

“
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seclions o sadustry estering for the cxport meekets. The linaseinl
assistariee of the Bask was mvolved by almost every beasch of industry
it diseoust, or Jombart eeodits, or in overdrafls so curread sooouni=

Witk the h|,1||t|'nl:rfllm"l in 4ha Snanckal |w-Hium ol tho eaun iy e
Bank thenghi of leaving this field of banking rgain 1o the eyer whlening
sphere of the private sod commercial banks, In Tolind they were
origimally of the Bangue d'affaies (3 pe and Bad telained the practice
of gramting pmedium-terny credins to dmilestyy in fopm of & erodin i
curtomt acownl seeured by mortgege.  They wene csaistoql hersis by
the Notiooal Boonomio Bank ba ro-discount of sueh ovedits, lurtitu’-l:r}y
to emalber concores,  Bat in 1957 the requirereats of Bndustzy indueed
the Natinal Eeonomoe Dask to ntrodses s sow 0y e of sodimmeterm
debenimre crealits, primenily o wadiem and smoll wimlertakings.  Theso
ercdits may nod exwesd 3 per cent of the valee of the land, 40
pek cont of the wulue of the builling or 33 per cont of the value of
ghe wachines on whick the moTtgage 1= grmud Their dgration HUF
to seven yoars, sl they are repayakie in erual ball-venrly sslabeents;
in exeeptional clrewmatances amortisation may be pestponed fer twe
years.  The mte chenged ix 6 per cent, the pelos of twne js 965 per cent,
the mlssinistrative surtsx i § per cont hall.yeasly,

The Baok issues its own Thyesr Stato-guarsnteed bessls sp to
the amoant of the loans grantsd ; retirement of thess bonmds takes
plece pari possw with the repsyment of the bsans an which they wre
based.

Spscial cradits for small Edusiry aml artizass ase granted direct
or through the chanuel of co-operative socwtios and commesvisl saving
hanks, mexe Lises ot rates below its owe caplesl coses

Of fsterest to industey are also the housing lonns fur workm' dwel-
Tangs geanted through the intermediary ol “Tom,"” totalling 21, 2,297 000
per Dsczmber 31, 1547, which smomunt fcdndes 7. 640,000 to isdustrial
usdlertakings. The rato of interest or these loans was 0-05 per ent
i pass uf Illﬂct houses 'lﬂd 2 pex eeed in cass il el dﬁlllnp

The following table shaws oll cash credits . induser snd srtizne
a8 por December 31, E95T.  Ttddows not include the 6f por cent debemiure
Josss to imdustry of which 16 were granbed by the end of that year
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totalling ZL Z3 402,500, nor the onedits granted by other hunks ont of
their re<discoust eradits with the Nation:] Econowmse Bank :—

— T e e ———————— ——

Cashy Crodine T1-12-37 (000 ‘s osmtied]
L ;
; Arthsesy | Arbasem
Winiag - | Futwetry it:quly wetirur tly
Total Cash credsfn ... ... .| 5,002 100,752 | 887 £,
oL, of tobal... ... .. .. .| 0D | RO ) =
Shaet-derm
Total o e e oae al 2,054 (106,458 | 258 -
Bills diwcounted ... ... .| 1,980 ﬂl.m-l Ta -
Tm lﬂiﬂ! [T ' (e ar- m _m;4ln m -
Cf& alin bak u i 3] 1k} 4” ‘ﬂ.m lﬁ: —
fongderm  Panking Credits _
{extimbing Debentare Lonus)... 8| L38%| 3 -
Tl'ﬂ_lﬂfr hﬂd. S (1Y ] T 2*3“ w|m m —
_ ]

{20} PORTUGAL

Twbsstrinl eredits m Portagsl age previded by the Nataons1 Cendit
Tnwtitute, the Caiss Naciowal de €lenbito, whicl wes organised ia 1529 1o
tabe aver all opermtssns s agrivoltars| snid industriad comilits botd in
Nﬁwl &l r]i? Colonlen. Jmﬁ;ﬁk m of sdyninces I,._‘, the Cwira
Gl o Deposites or sums provided by the Teessury. el any othar
- _“'fi’“’ teit-  Bis pasition i the matione lecononsy isstem By
ghawing i sportaned, mod only an secomst of the eecurces ol its
Ji_lpilnl bt hecause of its poliny in imqwsdng dern seeoatting and
techuival metheds on the cancerns it assists onncinlly. [te talsnce
sheet {o Jume, M6, showed sssets of £ 3,950,000 af which £ 1,701,000
ropeesanted ngricaltursl and £ 1047000 industeial coadits, e ehief
mdiwdries berefiling from the Caixa's aperations ere, I onder of
advchnoes, "':'“'P""p_ml. Mh‘ﬁ'. Lourean, lldi‘lﬂil!& srvel,
mising, textibes, sericslinee, wordines syl cork.
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Baiedly, all evedit trapmactions by ox fea the nccoont of the State in
favoar of qgnm'ltljtv snif ity and 2l Ipfnm vhnrges, havy [
gemterlimd m Cwn isstitatos - the National Uil ;llli!l-!lﬁl" gndd 1lie
National Providest Institate, which both sre depeartments of the Caixs
Cersl e Deguestos, end i ro mansged by it for the RBxate, The National
Credit Lastituto, ns shown before, extemds agricnltural snd madustmal
ereddits, ont of the sums providel by the Caixa Garrl, whilo the Provi=
dent Instituto finsnces fhe varloms corporative soganiastions,

The opemateens of the Xatwns] Cendic Institute were ns follows :—

—_————— e, = ——
g wln rad g

Devember OL, 134T
sk
Agrieultusol Cralt (g !mﬁ] 10,562
HORIROMNA ... . e e il 1,568
" cradit banks e e T Ay
Tedusgriol Creddins |, e e e ] 1SD,6TH
Benes Foineilo Coleatal | PR B = [T T AT
Dircot colonaal devebopment ... ... ... .. . 17, &80

(21} ROUNANIA

o Raeegin, the 1nr;:ﬂ' hianks had sintil cecontly the same chatne-
peristics g the eanuerciel banks in mosa Cennral sod Eest Ruropoas
oountrics, They were casestinlly mixed industrisl and deposit banks,
Even fercign bunks im Roumanas eperatind on the sanm lines,

The stesation, daweves, chamged.  AMver the failere, durieg the
Dhpeession, o o wamber of big hanks, which were hevily engged in
mibaerry, the new Ranking Law ol Slay {. 1504, akmed 51 1l climise-
fion of errtsin unidesizable practices is mixed bawking. The law
prokibits the parhivipating ok henks n industrie] or oommercial
esiterprioed 10 e amolst exvending 25 per cent of their vepital asd

resrenes,

Under these conditios incressed importance wis attefimied Lo the
Naviowat Bank for Tmdustrinl Credit (Bociétd Nastisoule da Cedlie Indus-
tried), Buearest, which hadbeen established by a low of Jane 23, 1023,
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The pm'pnm-ol thie insditalion wos Eo lupp]_\’ mediuim and long:-{erm
eredit Lo Runmanban indastry in all ferms, such gs ¢

fal Crealits in vurrmnd mocound or on fixed tenna, 2gimst homils o
lombicrd of raw metorial amd gtedooe or other movable imalustrial
peoperty which in found in [setories ox store houses, nreves rgzins
the privete movahle progerty of do halustesabal, Seeh collaterals con
be rrplaced by a bank gusrasdee or cin be teken ia addithon (o a bank

¥ puntantee, [n exeplionsl casex pusritees of eoe or weyveral persoss
can be accepted. or any oiber “ el ™ pustaates,

Buch eredits sre limiged to 6 monthe, but can always be esewed fos
n sissmilar peewod.

(&) Credits in cwrrent soveunt or eo fixed form agninet mostgoges
or chattel mor gages oa iedustrial aquipaoent, te ke vepebl 10 zounl
instalments, over A maxsmumn of 20 veaps,

f¢) Credits sgomst debentones ve shares of sndustrial eptorprises,

(i) Credits ogainst warchosse o shipping cestificatos, tesubling
froes industeial operations, fer tormm of lese (han & months,

{e) Cendits to Industrial cooperstives, o to @litutions fer the
financial il in whatever forms to =mall indusdries, 22 ihe tersns of the
wredits granted to industries disectly.

(f) Credita to expropristed sgrcubiure] landlerds® to wiilise their
expropristion certifieste lor investmenl in imlestyy,

{g) Partecipation b the crestion of industries wiieh are of geseral
intevest,

(§) The Bank ehall promate, direct, aed asist in e ereatlon of
now industrial enfurprises '

{¢) The Bank chall establieh o specinl section for credits to small
indestrics, ot of & special reserve fund,

The capital of the Bank amousis to 804 miflion Lei, of which the
Fiegrnment contsilnted 20 per cont sl the National Bank 30 yer cont.

The State guaruntees the principal and the interest of Depost Cer-
Lifieates, and of debeartures to bo isssed by the bask, sml such bends
snd debestures arn secupted ss collateral by the National Bamk, snd

ure ndmitted a8 gilt-edged investmnts by crustees.

¢ Espropristed usder the Agragrion Refors.




I KEET NESWALS —IEDUSTRIAL CRIBAT SURYEY =0

Aftes exch 30 yrar pesied the State can withdraw its participstion
aad the privileges acoorded to the Bank.

T cose ehat the subacription for the sapital, at the begisning or
i lager imcorares exoonda the capitsl reguired, the Sate and the
Nutional Bank have the night 1o redue their subserigtion up to a
minfmum of 5 per cont s 10 per cont reapectively,

In sddition the Bank may:

fa) Aecept fixed deposiis,

(&) Relscount ite axsets oith the Xational Bank, pgainst the only
signatume of the lank.

() Tesue Bombs wp to the ainouys of Whree thipde of its share capial,
which wmnet correspond to sotuel chorges. The interest an sock
Bonda st be bower by 2 per oeiit than an the debertures,

(d) Kssuo debentures with fixed intemest.
(«) Ismer delentares o 2n amount corresponding e losss seeurnd

on mortgages and correrpoading to the terins of such boans, wp to
2 yenrs.

(f) Issue oblsgations (bowds) for 15 yeers up to the amcent of it
wapital amd reserves,

(9) Comtroes loans of other kind, even in foreign cusrencies.

(&) Dsmse guarsntees sbeond fer papmiest by local nifustrialists
of equipment and raw-material.

Durisg the sixteen yram ol nperaticas, 154-1939, the Bank received -

Applications for Joans.. ... .. .., Le 20,907 000,000
Of which wemn approved .. o L 0 B3 1EN, 600,000
And damasd L. .. L v e DEET 008,000

The rate of interest, which dirms FO2T 1501 wan an Mgh as 12 per
cent, wis recimerd firal to 10 per cent and Later to 0 per cent, A Tusther
roduction to 7 per cent becawe possably aince 1904, The rate of
interest in ummally 3-3F per oeed above the réqliscourt rote of tha
Natinnal Bask.

The Lisnk sxercises comtrol over the finsnced mduvtries. The divi-
dend of 6 pre cent paid origimally e the eapital of Lei 500,000,000
(£ 100,000} has graduslly imereased to 8] per cont in 1900,

As fross Novemsber 13, 1938, & spocial import duty of | per cent was,

im pased under the new Law for the Protuotion of Isdustry on all smports

.
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for industrial and mining entorprises whach wers bitherto exempt frem
duty. The eollestions ara 1 bo weed for a sewly created fumd for
losms to small manadssturers and astisans,  [The pew duly was sot
eollsi el frow emtarprives Indinging to the Stste).

Tn Aped 1937, & Law wan peomulgated fior the sstabishment of a
Nutional Inwitwds for MWedive and Lowg-Term Loans to drtivna, o
b iswwnl through en-operatives and soother Law for & Bank forGald
sl Maming Industry. Another eecently fared State instituiion
in the Bask for the Infwairiglisation owd Price Strbdlisalion of Agri:
cultare,

(22) SPAIN

The Banto de (ralito fafutria!l appears 6 bave beon formed in
1917 with the morsl assistones of Govermment bub exdusively with
privage sabacriptioas. OF the share cepital of 37,000,000 Pesetas, 6
ot eenl were rissrrvind to Spenish Heoks and 0 per cent (o the ixdus-
trialiste portivipating. Should the Lieter feil to take over these shares
all eapital woulk be sapplied by the banks.

The sdmizairntion 3¢ in the hands of an Admininrative Counwil
of 20 members, 16 electod by the Geporal Meeting and & appointed by
Governnnt.  Every menles sppointed by Government has the right
af spto apubast any msolition which isvelves an inftingomest of the
Aitivhs of Assocdatbon or s commiders] prejmlicisl to the interests of
Hhee [Thapek,

Adwancss msds by the Dok 40 industria] andertakings sajoy pricrity
wyer other croditors {im the samer wuy sa taxes impossnd by Governe
ment], The credit operationy of the Bank have to bo pablished in the
Offirsal Gasrtto b ander b0 make tho existeme of the privibeged debs
apparnt 6o ather ceoditors;  The Bank 3 entitled to sppeint
the ligmidatar or recelver la case of Iankraptey of sny wne of its
1ot .

- The Bank's operstions mre divided into smveral departoints (2-0)
i seconlanoy with the Royal Order of Devemlir 7, 1917, worder whish
the Bank waa constivuted.  The development of the Tank wems to
have been rather Wow. The total creddits cetstanding being about
103 millions fosetas st Decosmber 31, 1930, wero 30 millions lower than
in the provious year. The ersdite are finanoed out of the shisre copital,

™~
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bt pusinky from the wate tressory (the debt with the treawery
Inervasedd fram Doerssber, 1930, 10 Decemsher, 1935, Iromn 87 1o
1123 million pesctos).

{m the whole, the Epaish bonkisg system follows more the Anglo-
Haxon than 1he enntinsnral model

Until 1the eatabdwhment of tde Heneo Credito Indsstnial durmg the
Wir, issnes of fnilastrial shares aed bomls were hesullod by henks
st Bilbao and the Sindiesto de Bangeeros de Bareclona, 'The lotier
under-writes  indestricl Seues smdd issees s owm  securitios for
providing long-tewm eredit (o imfnstry,

(23) SWEDEN

The developownt in Sweden was sindler fo that in Germany. Also
heee Al the evedits veguired by indosted were supplied by the cani-
miercinl baaks which, kowever, never attetapted to contrel industry,
This systom worknd well asitil 19020 whon in consesgueniee of the post-wor
depeesson large evelive proved frosen. This sate of affsérs, a5 well
e the Kreeger Senndal atid its consequences, beed 1o the sppointement
of an Experts Commséttee, on basis of whise seossmmendstions the
Jhasking Law of 1903 wes denfiled, which e in force ently in 4934,
Thix Law proibits, or makes difficult, for henks the jurehgse of theres
and mwecured delentervs for own sveousd, 1t also yeohibis the
grapting of credits for pemssds exoreding one vear. I8 is, however,
presible to senew duch credite, whded sre 10 be rogirded wed treated
na e erndite,

Thess mew regulutions show slevidy that sommereinl benks mro no
e alle t cope with the eoedit requirement of indeiry, aud s sl
soqeently appeinted Experts Comanittos e investignte the indsstris]
eyl problem, roported that special Exsilitics wem necessary to sapiphy
long-terms sumort izt dee doass to the cmell el e dian izl enteryprises,
which eould out placs dobentures on the rapital markes. Sach locna
were eeeded for the exscation of latge long-term anllers, for moderniving
the equipanent spd pesoral developmeni, "

In ackordanee with o resslution puesed by the Swedish Parbsment
in June 1034, & semicofficis] Basking matitution for indesirial oredit,
the Abfipdadaget Sodusid Kealit, Stockhole, wes estallisded in the
wutusen of 1884, The object of the new iustizute is 1o grent modinm
snd long-term cendits—phttienlarly bo amaller industries e cstiias
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laeking ditee! scvess to the capital market — ol alio, eapecinily
in visw of recent hanling legislation, to relieve the commerial banks
ol certain credits not of & «hort-fenn character i well secured,  The
institute was dorimed &5 @ joint-stock company with & share capital of
8 willios kronors, of whick & milfions were subsiribed by the Siate,
iha yenaimiler eing taken up by the “Hiagg Five " of the Swedish
pomsspsrea] banks,  The Government through the Natianal Deba Offoe
alio put st the disposal of $ha imstitution & gusreniie fasd of
12 mwillion kronoes, in ke form of 4 per eemt Stete londs.  Thaso
Bonds, however, remiin m the possession of the State, sl will anly
ba need B, i the case of ligmdstion of the institwlion, ity own
resources shael grove ineafliciest, The institylion i suthoetsed 1o
dentie beds for sy amoust of four {iees ILs gusranies sad roseryn
fusds subsoguently secumulated from operating profits (Kr. 200,000 por
[vaemmber 31, 1907), Twepty por oost of the snnual peotkis ame alio-
cated o this fund wsiil it resches B0 por cent of the share gifal,
Tograder widh its share copital, the instietbin thes possessed an
enitinl lending capacity of 36 million kronors. No bonde, bowever,
bave 3o lar beon pweed.  Its dividends sre limited to 5 pes cent, amd
the majority of its shares must abways remain o Siate ownershig.

Cerpdits are to he kssund a5 8 Tulo for periods nob exeseding 10 years,
sad oaly in exceptional csses exceeding this period. In esch e

' gusrantecs meest bo given, The mexmsum loas may not
exeeed 20 por oot ol share raputal snd reserves,  The bask should
airt i & later conversion of the Joan isto debemturo ssue, Partivelss
attention i to be given 1o the expansion of existing and the etablish-
pent of new indsstries, espeninlly of these produving gosds not hitherta
produted in Swodin. But no new endertakings are to be suppoet-
vd which are oaly competitors 10 existing opes,

Tt appenrs thet the demand for suck crndits was svermated. Only
3 million. knonors were nutstanding in such loans st the nd of 1937
and 49 swilbeny in 19381599, Sines October, 1937, the rate of
berant charged has been 3] percont,

The Quarterly Review of Bkandimaviskn Banken in 1539 sightly
noded] thas:—

* The demand for capital nn the part of the small industries, s not
atall marked 14 is wiguificant that AR Lndustrikredit, an institution
{wanided soveral years aga, with the suppest of the Olevernment, for
the purpese of providing small enterprisss with long term capital has
not yet engaged in sny exiensive operations.

=
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“ A factor which has diveetly comdnenl to the low level of interesi
i Swedon i the cosdidersbly redused demand for bengaers eapital
tor indostrial purpoees, ard tn some extert slso for fvowssbuilding.
Durzug the lewt don years indwstrial companien Bave pumwged o very
eamtious dividemil godioy. They have sot ondy been abile fo Mnanee,
mataly out of their own fands, an exteswive retiaslizstion apd, i
solite cases, sl sn expansson of their bustiees, bat Bave slso wn-
desvemred wih suceesy to seilues Their milolitedinss,  Some of the
large enmipasies have secoseded in frecing themselyes completely from
Jdobit, snd in same csser, which have attrocted weeh attention,
capite] has doen feturned 1o the shereboddess, Generally speaking,
the vutsbdo indebtedwers of the large nnd medinn-siced indestrial
cosspanied sesms 1o have beei pedocsd relatively to the wvalus of
thair plant="

The Swedich experionce (hut seoms to confirm the existence of
what an Acveriesn economist ealled the “state of a matured
podsamy.”

Another soedmitn-term oredit imstitgtion — the Bhipping Mortzage
Bank —wea created in 1990, with the abject of granting mortgage loans
al ten 1o twebve yeers on ships. The State hes placed o guarsatse
fund o 10 million kronne 214 the disposal of 1he bank, which say issue
bonds up to V0 milliom kronoes. At the end of 1937, the outstanding
bond dele of the bank was 37 million keovors snd ihe cststending
loann 35 million keovuoes ; the sate of interest i 5] per cenl.

The Lacifitics offered to medinm and Jonig-term boerowess by theso
inni:::lhﬂ have boen :unnhnlemml hy vazious lons fanils estublished
hy the Goveriment 10 meet tho needs of sertais clessen of industey.
,ff_mi for Lamtna to Industrial Undertakings, reargunised i= 1027,
grasts credits not exceeding ten years bur the establishment of pew
industries, particularly thoss of impertanen to agrieubture. A Fund
Jor Lans to Swall Industries, cavuted in 1818, and @ ol for Loams
so Artisans, estahlinbed in 1900, mepply the warking eopétal v funds
for the perchase of muckinery to small entreprepeuzs.  The luan
period may be high as six yoars ; the rate of isletest 4 & por cent.
A Fusd for Loane i "5“ Shippiag Induatry, st up tn 1008, gramis
joans te shipping companies o finance renewals ssd modernisations
of ships. A Fusd for Losue on Secomd Morigages on Ships was
ml_llmﬂtl in 1940,




{24} SWITEZERLAND

Thewe are no speclal eredit bnstitutions lor imburtry b Switserland,

wheee the deposit hemks sopply o1 the eredit requized hy inesi vy, very
noseh dm the limses of the Germen banks, They linsoee inidustry by
meeans of longterm oradits om & lerge soade, but senerally without
taking dirent control of indasteiad cuterprises, thoigh oftes they heve
Tepr smmialives sotimp sy wivisers on the bucrd of these undertakings.
Ther also conduct evstment-Senking and anderwnts pablic bsue,
leat th Lisoke rely fog this parposs not we mvsch on deposits thas B
a pitad raibed Iy 13 isvge of Yonig-terny debertuees [ ToF i to taonty
yeenn), snd b whed sen ollod * Koasess- Obligetionen, ™ a fineneis] ins-
tranir2l of & kind bedwesn o e posit orrtifisite zovl a debentum. They
e deaued 1o bearer or i piane agrines » peid depesit fur 3 Lo § yeors,
in considerstion of = bigher rote of interest.  Thay ore weanlly for SO0,
000 ot 5,000 [rancs, pid ren G for 5 defindfe terme ar proriiln for a
pecific tevmn of pedice. Beweler smomts are pnsally sepurnhessil
by the berks oo request of the ewnes, while sflvanoes tre gonted an
begger camounts, By the eml of 1997 the verions Swied finyncis] festi-
putions lied i circalotivn §5701 millions (ranes in sueh eeurifies, 5z
F 2480 palillioms bess thnn in 1931, This devrvase i the fesult of & gostly
redupsdd demond Tor eredit by ilastry,  Owizg to the prossure of odpi-
M baokckme Tor Evvestinmmt in such * obligations, = the bap ks fane
thainonly lorJonges perimls, up to 1) penrs anid see thn_m nhie 10 obtaibs
warking oapital a8 low interest, which in 1965 stood 21 abowt 58 por
penk,

Im view, bowever, of the '||ur|u|_my sluord - berm GETTENOY of such
* K -OMigationes " and the possibility of withibrawal. it tansot be
consiileretl an entirely mtisdsetoey instimmmnt for obtaining capital
to Lo wenl for long-teem oredies to industey.

Bal wlso the foagarem debaniures did nne prose satisfastory.  In

timsew of & rum;, & bank eonsideriog its mepetation camnot relase ro

E"Mllt of of nildranes o4 six ann debepimre. ]

I the baeks' direct relslions with imbgatey are less clse 1han in
other countuion they have, om i other hand, esiahlished many of the
frast: cowspanies which, a0 holding compenins, provide a chamncl
thivegh which the banks can exercive an infllienee on indisirial son-
oerms withowt hecoming dosily indentifivd with thom,  (Many of these

~
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teast oompanies, insidentally, suffered severely during the Deprossian).
Theso trust ceespanies ~ ssbatitute ™ their o secarities for those
of the inlswieies s which they mvest.

(35) USBR.

Am ceonomie s of the unique charseter of USSR, requires
a wery npseaal Rsaneial organisation, which to deseribe s not the
placs Rere, and wa wish, theraloe, 1o von i owrselves hore to a short
sketel ol the tnain Esatitytions i our feld,  *

Befare the Fizst Five Year Mau thore exintml in mddition lo the
Cestral Bank (Gesbaek) fve esalral Sate Hanke, of which twn, the
Frilustrial Pask amil the Eleptro Tank woro sée wp in 1922 for supplyiog
apeilil o ailustsy.

N 1920 & Yamk For Bomgterin bousts kad been lormoad 48 an off-shoot so
the Inidaetrial Bank. s Jumds pomsisted of a pensentage of the yaofits
of the Bnftsiral Bank, money realissd by clisig cuterprisee from the

stlo of unaeostiary sl invsobile assets and eortain kevies on the peofits 1

of Endustrial enterpeisns,  [ia vhicl soarce of lnanabls funds later om
bacane begdizet apgirepeialione,

The question whether loeg-term Tunds were t0 be given 0 industey
i 15 furm of intrees-Learing repayabds baaon o a4 graats eenained
wnilswinded for sosse thne,  Upto 1945 Ludgeiacy gramts wers nominally
separable, thongh, av i matier of faes, pot & singde caterprise sctoall
mile sy regaymest i tho Fanes Copmmisariar. This, howover,
nntirally have been provided out of peoflts. Bat before repay st
coudd begim, the Five Year Plan had comne jsto mperation laying down
e or Tssa sxsstly how profis were 1a le distribated, asd is this
distrsbution mparmest of boass was nop inelyded, Thorefore, #i &

geosenl rule, blgeiary appspriations weero i o the for of

ustepayable grante.  Loast grasted by the fank from ftx own sl
berpawad resnitzoss semnined tegayahin,

By a decres nf Feliary 1008, the Mqunl operatinns of the Tndess

srm] anit Kla:im Bank wote eatisely Latdod over i the (oshank.

Shoet-teem cendiths wete £ be mapplied ot of doporita, while the chinf

source of Jang-trrm erodit remakned, an belore, budgetare gramts,
A Insdamestsl chasg: took place in the whale systens of capital aod
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Under the new sywten, long-temm finance is sapiplied by 1he Prombanl
(Baml: Tor Fimancing the Capital Developamant of State Enterprise)
which in its purposs has undergoss various changes frees 1922 to 1908,
Now all Biate enterprises, industty, tramsport, ete., recelve eapital
throush the Prombank, not 29 loans, hut as grants.

Shoet-derm ceedit is supplied by the Oentral Baak only.  Such credie
" !tq]pliul to industry umler tihgwe lreals - ﬁ.nn«]- un.phmd amil
ardvances azainsl gosds in transit, wmally at a rate of § per oont, and,
in case of planned eredits, for & term of foar to five manths e the
averagn, ®

Planned eredit, =4 its name implies, eovers oredit requizsrmests wlich
can be fosewen sud consist mainly of advances to covor season
factaations in the clissts’ parchases of raw matenal, manufactarng
processi, whe

The term usjilanned eredit really smoants s as sdimbsian that
plans caninst be rigidly adbered to. Tn offect, unplummed credits sre
grantid to cover tsmporury diffieudtios of a cliont, such as, for example,
the mee-peeeapt of payment bor goods seld at the doe time, hawing te
sl mfw a leagor time thai was anticipated through insbilicy
ul q'hhmln* irsnsport, ete. To a gertais extend the heanch banks
thomeetves are allowed (liscretion = accarding unplesned credics,
which are ussally ouly for a few days, asd = e e for more than
a moath. Kach branch bank msintaine & certein reserve s onder to
ppver wmch emeegescies, An application for sn unplaswed credil
which ks not ebwiowsly dee 1o 3 merely temsporary cause bas to be
approved by the remonal TEead Ofce or, in extrame case, by the
Hasd Office in Mowow,

Coedit fur goods in trassit is an sdvance to the manufacterer 1
cover the valee of goods during the intorval betwesn dispeteh and
peceign of payment frues the customer.  In view of the Jong distances
in Ruessis, tho lapse of tisse botanan dutpnkhotlnm and reosipt
of payient is often considorsble, and it is one of the main principhes
of the eralit systess that no enterprise sball eves i any way give
eeadit to astiber entorprise.  Therefare, inmodiately goods are dis-
jwtched, wa wlvancn is received from the Bank (o sover the poriod un-
1l paymest bs reovived,  These comdits eannot be exsctly planned from
day to day, siuce obiviously koadings are liably (o Bactuate, especially
w view @f the shortage af rolleng steck o the milways. Therefore
a corfain amount of latitude is allowed in bedgeting for this type of
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vpedie.  Hut in primeiple thes: evedits are included in the gencral Plan,
fluctsations being covorad by reserves held at tho brased banks for
this syecifie porpose. _

Ono af the mais prisciples @ the short-term eeadit ayatermn s that
advances ame gives for & specific porpose and are repaid os soon as
their purposs is accomplished,  An wxminpde of financing highly seacsal
production is afforded by ssgar factosies. Enterpsises of this ssture
olwioasly requite & large voluane of sbortterin eredit fn relation ro
their own capital, When boet deliverios commwnce, sbout the middle
of September, the Bank opens an sgreed eredit in favour of the factory.
The factery, howevar, dees nod itself handle the money, but hanils to
thie fars=wge & youcher for ench load delivored, showing weight. quality,
price, et the smn of soaey representsd by the veseher being pakd out
directly by the Bank. frequently by u bank official who brings a supply
of notes aud vpens a temparary office in the factory peemises. Every
five days, the factory makes out o statement showing the total sms .
paid out, to wiich is ottached & bond secwring the advamce on the
sugar boet delivered. Anthe hoet isconverted into sugar, & new advanos
pecaral on the manufactured sugar is granted to cover mantfsoturiog
coats Ay well as the tost of the raw material, asd the crginal advance
sgainst the raw ik is paid off. The ressen 'for dividing the credis
in this way ks that two fomns of eredit are invalved @ ez (1) & eredit
i ]'mm raw msterial, snd (2) o eralit to Bnance & manufacturing
process,  The canversion of the St into the scoomd maintaine mtast
the principle that every eredit W graneed for a single aml steietly
defined puegoso, and must be eopsid when the purpese is sehieved,
The credit in Bually ropaid as the ssgar is pedd,

(20) YUGOSLAYVIA

The chose eannestion of Vagosbavian banks with Vienss and Bealin
m Seenced alse the banking eystem s rale. The larger B menia kain
closo pedations with indwstrial esterprises by parti ontion’aned ong-
e it Ao th couir i will poominaaly aqricltural ho
pattickpathind did not involve the hasks into difficeltics, as it ) i
in otier cauni s,

| he coedit pequireEnts, howewer of th elowly developivg industry

Jdo ot seem, 10 be antasfied by these bank condits and s spocial industeia)

crodit mstitotion bas beem under disussion v quite somn years, A
7
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P LIOTITE CONTENRAINE

" Privtloged Bank for Handicrafin " was eniablished some years ago
with the aid of e Governmens, while predrasted nogotsations as to the
establishisent of the Basque Privildgice Tndudricile nre carried oo since
1926, Te that year & commuittes was appointed, eomposed by ropre-
mentatives of the Goversmest sl the Chasder of Industry, for the
purpose of mapping cut & plan for the peoposed institngics, its
finances as well as 4he required begialation.

Afrer sevoral yrass work this comemiites produced two deads-lswe,
one for the creation of the propossd Indewinis) Bask, theuther about the
issue of indsstrial debentures. Aeconling to thesn pmoposals the
Bank wps to be establisked 53 8 limited ecoupany with & participation
of the State in the eapital, and o gosrantee of the State for the degposits.
The capital was io be 100,000,000 Dinsrs anid the jssue was liresoen

sof debentgre secured by the morigages on isdustnial propesty, the
resourees of the Bank and by & State guarantoes,

Tha ariszs of 1920 has frastested the kbowr of the Consmitiee, which,
however, resussed {ta work in 193 and daborated sevemal schemies,
of which the most ymportant are the following

{1) Tmdustrial sosrtguges to bo isssed by tho State Mortgsge Bask.

{3) Crestion of the Isdustrial Bank, the capital of which to be
peonvided in an ohligatory way by a by on the indast ries ovar several
yeam i proportion 10 the espital investad,

The fortheoming sstaldishment of szeh an indussrial bank, with
special privdeges hy the Stste, wox antva