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Buffet, Cocktails, and Music 

Monday, November 13, 1972 

8:45-9:00 A.M. 

SPECIAL OPENING PRESENTATION 

Grand Ballroom 

ROBERT L. WALTON, Presiding 

Chairman, Agricultural, Banker Administrative Committee 

President, Farmers & Merchants State Bank 

Bushnell, Illinois 

OPENING REMARKS 

WELCOME 
THE HONORABLE JOHN A LOVE, Governor, The State of Colorado



Monday, November 13, 1972 

THE AGRICULTURAL AND COMMUNITY 

BANKER DIVISION--ITS NEW DIMENSIONS 

THOMAS R. SMITH, Division Chairman, President, The First National 

Bank, Perry, Iowa 

KEYNOTE ADDRESS 
EUGENE H. ADAMS, President, The American Bankers Association, Presi- 

dent, The First National Bank, Denver, Colorado 

STAND-UP BREAK AND ANNOUNCEMENTS 

OUTLOOK PRESENTATIONS-- 
General Economic 

DR. SHELDON W. STAHL, Research Officer and Economist, Federal Reserve 

Bank, Kansas City, Missouri 

Cattle 

W.D. FARR, President, Farr Farms Company, Greeley, Colorado 

Feed Grains 

TED RICE, Vice President, Market Research, Continental Grain 

Company, New York, New York 

Hogs 

HAROLD J. HEINOLD, President, Heinold Hog Markets, Inc., Kouts, 

Indiana 

Vegetable Oils and Proteins 

JAMES R. SPICOLA, Vice President, Cargill, Incorporated, Minneapolis, 
Minnesota 

Environmental Issues Facing Agriculture 

DAVID D. DOMINICK, Deputy Assistant Administrator for Categorial 

Programs, Environmental Protection Agency, Washington, D.C. 

12:00 noon-2:00 P.M. 

Grand Ballroom 

GENERAL SESSION 

BANK-GOVERNMENT AGENCY JOINT LOAN PROGRAMS 
B.A. JAENKE, Governor, Farm Credit Administration, Washington, D.C. 

JAMES V. SMITH, Administrator, Farmers Home Administration, Washington, 
D.C. 

es.



  

Monday, November 13, 1972 

JACK EACHON, JR., Associate Administrator for Financial Assistance, 
Small Business Administration, Washington, D.C. 

The Bank-Government Agency Joint Loan Program panel members will be 
available in Assembly Area 3 during the following Workshop Session 

Period to answer questions. 

3:00-5:00 P.M.--WORKSHOP 

FINANCING BROOD COW OPERATIONS 

CONFINEMENT FEEDING OF HOGS AND 
CATTLE IN THE UPPER MIDWEST 

Confinement Production of 

Swine ~ 

Enclosed Controlled 

Environment Cattle Feeding - 

Partial Confinement Cattle 

Feeding - 

LEGAL ASPECTS OF AGRICULTURAL 

LENDING 

SESSIONS--Concurrent 

Century Room 

Raleigh J. Solomon, Moderator; 

Vice President and Farm Department 
Manager, Citizens National Bank, 

Macomb, Illinois 

W.D. Willer, Vice President, 

Decorah State Bank, Decorah, Iowa 

Denver Room 

Howard H. Beerman, Moderator; 

Vice President, Central National 
Bank, Chicago, Illinois 

William R. Rothenberger 
Frankfort, Indiana 

James E. Willrett 

Malta, Illinois 

Jerry Jorgenson, D.V.M. 

Cedar Falls, Iowa 

Colorado Room 

Dale Schroeder, Moderator; 
Vice President, Liberty National 
Bank and Trust Co., Oklahoma City, 
Oklahoma 

Harvey B. Stephens, Brown, Hay & 

Stephens, Springfield, Illinois



  

Monday, November 13, 1972 

- WORKSHOP SESSIONS, continued 

LEGAL ASPECTS OF AGRICULTURAL 
LENDING, continued 

HEDGING--ITS PLACE IN 
AGRICULTURAL FINANCE 

"NUIS AND BOLTS" OF FARM 

LENDING 

THE COMMUNITY BANKER-- 

HIS MANY DIMENSIONS 

Colorado Room 

Gordon S. Thatcher, 

Rigby and Thatcher, 
Rexburg, Idaho 

Gold Room 

Frank H. Rolf, Moderator; 
Vice President, Agricultural Affairs, 
First National Bank 
Decatur, Illinois 

H.C. Hitch 
Guymon Farms 

Guymon, Oklahoma 

Kenneth W. Lloyd 
Vice President 
Walston and Company 
Denver, Colorado 

Silver Room 

The Honorable Oliver A. Hansen, 
Moderator; , 
Iowa Superintendent of Banking 
and President, Liberty Trust and 
Savings Bank 
Durant, Iowa 

Orville Frye, Vice President 
Tuscola National Bank 
Tuscola, Illinois 

David R. Johnson, Senior Vice 
President, Omaha National Bank, 
Omaha, Nebraska 

Spruce Room 

Steve M. Meikle, Moderator; 
President, Valley Bank, 
Rexburg, Idaho
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WORKSHOP SESSIONS, continued 

THE COMMUNITY BANKER-- 

HIS MANY DIMENSIONS, continued Spruce Room 

- Marvin R. Campbell, President 
Citizens State Bank, 
Brainerd, Minnesota 

- E.A. Morse, President 
The Citizens Bank 

Abilene, Kansas 

6:30 P.M. 

Grand Ballroom 

BANQUET 

ROBERT L. WALTON, Presiding 

“HOW TO AVOID MENTAL CROP 
FATLURES" 

LARRY RONSON, Senior Vice President, First Hawaiian Bank, 
Honolulu, Hawaii 

Entertainment 

"Sing-Out Colorado" 

Tuesday, November 14, 1972 

7:30-8:45 A.M. 

EARLY MORNING TECHNICAL SESSIONS--Concurrent 

(Continental Breakfast Provided) 

Each of these informal sessions will be conducted by an expert in the 
specific topic area and an A.B.A. Agricultural Banker Administrative 
Committee Member who will act as Moderator. 

THE FUTURE OF EXOTIC BEEF 

CATTLE BREEDING Denver Room 

=~ Ted Haddan, Moderator 

~ Dr. Thomas C. Cartwright, Professor, 
Animal Breeding, Texas A&M University 
College Station, Texas



Tuesday, November 14, 1972 

EARLY MORNING TECHNICAL SESSIONS~--Concurrent, Continued 

FARM LOAN COLLECTIONS Gold Room 

~ Warren R. Langfitt, Moderator 

- Benton O'Neal, Senior Vice President 
The First National Bank 
St. Joseph, Missouri 

PUBLIC RELATIONS AND BUSINESS 

DEVELOPMENT THROUGH YOUR 

AGRICULTURAL DEPARTMENT Silver Room 

~ Rex E. Reeves, Moderator 

- Richard J. Stinson, Manager, 

Farm Department, 

Farmers and Merchants State Bank 
Bushnell, Illinois 

SHOULD THE FARMER LEASE OR 

BUY? Century Room 

- Rex G. Plowman, Moderator 

- Dr. John A. Hopkin 
Stiles Professor of Agricultural 
Finance, Texas A&M University 
College Station, Texas 

9:15 A.M. 

Grand Ballroom 

GENERAL SESSION 

DERL I. DERR, Director, Presiding 
Agricultural & Community Banker 

Division, A.B.A. 

COMPUTERIZED FARM AND 

FINANCIAL PLANNING 

RICHARD K. SCHUMANN, President, The Greeley National Bank, Greeley, 

Colorado , 

ESTATE PLANNING FOR FARMERS 

ALAN N. POLASKY, Moderator; Professor of Law, The University of Michigan 

Law School, Ann Arbor, Michigan |



Tuesday, November 14, 1972 

GENERAL SESSION-—-continued 

ESTATE PLANNING FOR FARMERS, 

continued 

WILLIAM P. CANTWELL, Dawson, Nagel, Sherman and Howard, Denver, 
Colorado 

JAMES M. CONNER, Second Vice President, Northern Trust Company, 

President and General Manager, Nortrust, Inc., Chicago, Illinois 

12:30 P.M. 

Grand Ballroom 

LUNCHEON 

THOMAS R. SMITH, Presiding 

ADDRESS 
THE HONORABLE WILLIAM R. POAGE, United States Congress; Chairman 

House Committee on Agriculture, Washington, D.C. 

3:00-5:00 P.M. 

CONCURRENT WORKSHOP SESSIONS~~Repeated 

FINANCING BROOD COW OPERATIONS Century Room 

CONFINEMENT FEEDING OF HOGS AND 

CATTLE IN THE UPPER MIDWEST Denver Room 

LEGAL ASPECTS OF AGRICULTURAL 

LENDING Colorado Room 

HEDGING--ITS PLACE IN AGRICULTURAL 

FINANCE | Gold Room 

"NUTS AND BOLTS" OF FARM LENDING | Silver Room 

THE COMMUNITY BANKER--HIS MANY 
DIMENSIONS Spruce Room



Wednesday, November 15, 1972 

7:30-8:45 A.M. , 

EARLY MORNING TECHNICAL SESSIONS--Repeated 

(Continental Breakfast Provided) 

THE FUTURE OF EXOTIC BEEF 

CATTLE BREEDING Denver Room 

FARM LOAN COLLECTIONS Gold Room 

PUBLIC RELATIONS AND BUSINESS 

DEVELOPMENT THROUGH YOUR 

AGRICULTURAL DEPARTMENT Silver Room 

SHOULD THE FARMER LEASE OR BUY? , Century Room 

9:15 A.M. 

Grand Ballroom 

GENERAL SESSION 

ROBERT L. WALTON, Presiding 

AGRICULTURAL BANKER ADMINISTRATIVE 
COMMITTEE REPORTS 

JOHN W. CATTLE, SR., Chairman, Government Relations Committee 

HAROLD A. MC CUTCHAN, Chairman, Education Committee 

G. RICHARD CRAWLEY, Chairman, Communications Committee 

RURAL AMERICA'S MONEY TEAM 

DALE C. TINTSMAN, President, First Mid America Corporation, 

Lincoln, Nebraska 

AGRICULTURE 1985 

DR. LAWRENCE L. BOGER, Dean, College of Agriculture and 

Natural Resources, Michigan State University, East Lansing, Michigan 

AGRICULTURE 2000 

MERRILL J. OSTER, President, Communications Consultants, Inc., 
Cedar Falls, Iowa



Wednesday, November 15, 1972 

GENERAL SESSION--Continued 

A brief description of this afternoon's Feedlot tour 
will be given by: 

FRANCIS M. PETERSEN, Vice President, United Bank of Denver 
Denver, Colorado 

THE CONFERENCE IN PERSPECTIVE 

THOMAS R. SMITH, Chairman, Agricultural and Community 
Banker Division 

ADJOURNMENT 

1:00-5:00 P.M. 

FEEDLOT TOUR



  

The Agricultural and Community Banker Division - 
It's New Dimensions 
  

© : Presented by Thomas R. Smith, President, The First 

, National Bank, Perry, Iowa, and Chairman, The American 
Bankers Association's Agricultural and Community Banker | 
Division at the 2lst National Agricultural and Rural 
Affairs Conference, Denver Hilton Hotel, ‘Denver, Colorado, 

November 13, 1972. . 

Slide 1 This is the Twenty-first National Agricultural and Rural Affairs 

Conference - the largest attended such Conference sponsored by your division 

in its history. It pains me a bit, as an Lowa banker, to see Colorado 

supercede Lowa as the host state for the largest registration for this 

Convention. I guess that spells change, but I don't mind saying it hurts 

my Iowa pride just a little. Anyway, congratulations to you in setting this 

new record. 

Slide 2 I want to talk to you this morming about the Agricultural Division of 

the ABA in its updated form - the Agricultural & Community Banker Division - 

® and how it fits into the efforts of the American Bankers Association to serve 

the American banking industry. 

Slide 3 | You were exposed at last year's Conference to the current structure 

_ showing the ABA hierarchy from the general convention through the 150 member 

Governing Council through the 24 member Board of Directors and the Executive 

Committee. 

  

The Banking Professions group is a part of the functional organization 

of the American Bankers Association; the front line, if you will, of banker 

participation. _ 

Slide 4 [f offers opportunity to bankers like you and me to fulfill that 

challenge of former President Theodore Roosevelt who said, "Every man owes 

some of his time to the up-building of the profession to which he belongs. 

e Slide 5 The Commercial Banking Division is one © of four operating entities of 

of the Banking Professions group. Number one on the Commercial Banking Division 

team is the Agricultural & Community Banker Division. That's us.
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Slide 6 Our stated purpose is to represent the specific, specialized, pro- 

fessional area of agriculture and the specific, specialized, professional @ 

area of community banking and develop policies and programs reflecting . 

those interestes in the areas of: 

l. Legislative and Regulatory 

2. Communications | 

3. Education 

4. Conference and workshops 

5. Research and planning a 

Slide 7 ~~ ‘The Agricultural and Community Banker Division now consists of two 

administrative committee's 

the 21 member Agricultural Banker Administrative Committee and 

Slide 8 the 16 member Community Banker Administrative Committee. 

Slide 9 Look with me, if you will please, e 

“Slide 10 at the Agricultural Banker Administrative Committee structure. — 
a 

The Administrative section of this group consists of the Chairman of 

the Agricultural Banker Committee and the chairman and vice-chairman of 

each of the three sub-committee's. They are appointed by the President of 

the American Bankers Association subject to approval of the Board of Directors. 

All other members of the committee were appointed by myself, as Chairman, with 

the approval, of course, of the Chairman of the Agricultural Banker Ad- 

ministrative Committee. The Agricultural Banker side of this Division will 

concentrate specifically on agricultural problems and opportunities. Through 

this concentration, I firmly believe its effectiveness can be increased. 

Slide ll | It will consist of four sub-committee's - first and foremost the 

Government Relations Sub-committee. 

  

Slide 12 The Communications Sub-committee 

Slide 13 , The Education Sub-committee 

Slide 14 and the National Agricultural & Rural Affairs Conference Planning 

Task Force.
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Slide 15 | The Community Banker Administrative Committee consists of the same 

© type of structure. Again, the Administrative Committee consisting of the 

chairman of the Community Banker Administrative Committee and the chairman 

and vice-chairman of each of the three sub-committee's. They again were 

appointed by the President of the American Bankers Association. I, as the 

division chairman, appoint all additional members of the committee with, of 

course, the chairman of the Community Banker Administrative Committees - 

approval. They are members of the Government Relations Committee, the Communi- 

cations Committee, and the Education Committee. 

My personal dream and hope is that the Community Banker Administrative 

Committee can become as effective a spokesman for and of the Community Banker 

and as viable a part of American banking as has the Agricultural Division 

over these years of great leadership. 

Slide 16 In making appointments it is the desire of the Association that geographic 

© -areas be properly represented as you see from the map here showing the Ag- 

ricultural members as the brown dots and the Community Bankers represented 

by the white dots. © 

Also, bank size, national and state charters, interest and ability are 

factors considered in making appointments. 

Take my word for it, a diligent effort is made by staff members and 

your elected officers of this Association to see that proper representation 

is effected. 

Slide 17 The chairman of the three basic committee's of all divisions of the 

Banking Profession's group and, in this case, the Agricultural & Community 

Banker Division, Government Relations, Education, and Communications, serve 

as members of the various Councils of the Association: 

Slide 18 Government Relations Council 

Slide 19 Communications Council and 

Slide 20 . the Education Council 

Let's look for a moment at how these various council's are operative 

within our division.
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Slide 21 | The Government Relations Council, chaired by John Cattle of Seward, 

Nebraska, on the Agricultural side and Steve Meikle of Rexburg, Idaho, r 

on the Community Banker side, are, along with their committee members, 

intensely involved in legislative and regulatory matters. 

| Slide 22 ABA staff members are continually monitoring c ngressional activities 

and regulatory activities. Our stated policy is that the committee should 

“take a position on all federal legislative and regulatory matters that 

directly affect the competitive position of agricultural and community banks. 

Within days after the introduction of any bill or the knowledge that 

it will be introduced, or of any alert received from any of the membership, 

the members of this Government Relations Committee are to receive a summary 

of the situation. They decide whether or not a position should be established 

by the division. 

Slide 23 If they decide that a position should be established, their membership 

in concert grind out such a position. That position is then taken to the full © 

committee for review and comment and subsequent revision, if this becomes 

necessary. On a number of occasions a panel of representative bankers who 

are not members of the committee are brought in to help assemble the industry 

position. 

Slide 24 Once the position is established, it is made public to the membership 

of the American Bankers Association and, of course, where applicable, 

testimony is made before the regulatory body or the Congressional Committee 

considering the legislation. For example, when the Rural Development 

legislation was pending before Congress, this procedure was followed - a 

position was ground out - it was exposed to many of you here for review and 

comment and, finally, testimony was made before the appropriate House and 

Senate Committee's. All of you, I'm sure, took the opportunity to talk to your 

Congressman about the legislation and it resulted in favorable action in the @ 

opinion of this committee - one of the real coup's of the Government Re- 

lations Council's efforts last year.
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Slide 25 | _ Periodically, regulatory matters affecting the industry come to our 

attention and we.call on the agencies involved in expressing our opinion 

and seeking a clarification of matters involved. | 

Slide 26 Such an example is the conversations with the Federal Reserve in seeking a 

change in Regulation Z as it applies to agricultural credit. Obviously, our 

efforts are not always successful. You will receive a questionnaire during 

this Conference about forward selling that, hopefully, will. help us in some 

discussions with the Comptroller's office in the future. 

Slide 27 - The Communications Committee, chaired on the Agricultural side by 

Richard Crawley from Lamesa, Texas, and on the Community Banker side by 

Marvin Campbell, Brainerd, Minnesota, concerns itself with 

Slide 28 . state association relationships, 

Slide 29 with liaison with the National Farm Organization, and from time to 

e -- time with press releases or other brochures such as: 

Slide 30 . the "Facts About the High Cost.of Food" brochure which is a reprint 

from the Banking Magazine and which has received broad distribution to 

the public by many of you. 

Slide 31 The Education Committee, under the chairmanship of Harold McCutchen 

of Mt. Vernon, Indiana, onthe Agricultural side, and Herman Lerdal of 

Mitchell, South Dakota, on the Community Banker side, historically has 

been involved in 

Slide 32 researching and publishing the Agricultural Credit Survey with which 

you are familiar. 

Slide 33 They published those livestock credit bulletins you received earlier 

this year. They are in the format of an insert in the Ag-Credit Handbook. 

Slide 34 They did the work on the AIB Agricultural Finance Textbook. 

© Slide 35 The National Agricultural & Rural Affairs Conference Committee is a 

task force that plans this conference. You will experience here during the 

next three days the results of the efforts of the first such committee under
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the chairmanship this past year of Bob Walton. I think your interest and 

the attendance here testifies to their innovation, diligence and expertise. © 

This committee next year will be chaired by Warren Langfitt of Mesa, Arizona. 

Their first meeting will be on Wednesday evening following this conference 

to start the planning for next year. 

I want to personally compliment the diligent efforts of all of these 

members who give of themselves. Their work might be compared to that well 

known quote which says “some men look at things as they should be and say 

Slide 36 why not". With success in the past and with progress in prospect, I commend 

to you the effort of this division of the American Bankers Association as it 

represents your segment of this industry. | 

Alexander Pope said "Blessed is he who expects nothing for he shall 

‘never be disappointed.” 

We expect you to expect something. Those of ycu who have previously @ 

participated in this Conference know it as the best. Your inputs keep 

making it better. If you have any input 

Slide 37 SPEAK UP:



_ PURPOSE AND ORGANIZATIONAL STRUCTURE 
AGRICULTURAL AND COMMUNITY BANKER DIVISION 

1972-1973 

Purpose 
  

The Division, one of 14 within the Banking Professions Group of 
The American Bankers Association, is responsible for developing policies 

and programs reflecting the interest of the nation's agricultural bankers 
and community bankers. The Division's programs shall embrace the specialized 
needs of these two professional areas insofar as providing direction and de- 
termining legislative and regulatory positions of the Association, develop- _ 
ment of needs and criteria to be served by the Communications and Education 
Groups of the Association and to conduct activities such as conferences and 

workshops aimed at satisfying the need to communicate with each other through 
this device of formal meetings and to conduct necessary research and planning 

programs. 

Structure 
  

A 15 member Executive Committee appointed by the ABA President will 
be responsible for the Division's policies and programs, Except for the Chair- 

man, each Executive Committee Member will serve in an official capacity (either 

Chairman or Vice Chairman) on one of the Division's two Administrative Committees 

which will be responsible for initiating and implementing policies and programs 

for the respective professional areas. 

The Division Chairman will appoint 18 bankers (9 to each Administra- 
tive Committee) to be members of the Administrative Committees. These members 
will be given Committee assignments. Each Administrative Committee will have 

three Standing Committees--Government Relations, Education, and Communications. 
A special Task Force appointed by the Chairman of the Agricultural Banker Ad- 
ministrative Committee will be responsible for planning the 22nd National Agri- 
cultural and Rural Affairs Conference. Other committees, sub-committees, and 

Task Force Groups will be established as needed. 

The organizational chart and explanation is shown on page 2.



Organizational Chart 
  

  

Executive Committee | 

| Oe | | 7 | 

Agricultural Banker oe Community Banker 
adi ministrative Committee Administrative Committee 

  

  

  
  

    

    

      

_ } . ; if 8 : i z ; > . 

Gov't Relations Education Communications . Gov't Relation Education Communications 

Comnaittce | Committee Committee Committee Committee Committee 
    

    
nicer 7 Planning Task Force | 
  

Explanation 
  

‘Executive Committees: 
  

Fifteen (15) bankers appointed by ABA President 

Division Chairman ....cccccccccccccccccscsscccecesccvescesces 1 
Administrative Committee Chairmen ..ccceccccccccscvcccccsvece 2 

(also designated as Division Vice Chairmen) 
- Chairman - Agricultural Banker Administrative Committee 

- Chairman - Community Banker Administrative Committee 
Committee Chairmen ..ccrccccscccccseseccossscsccrecsesescscsece 6 

- 3 Agricultural Banker 
- 3 Community Banker 

Committee Vice Chairmen .eccccccerccscccccsccccccessccccceves 6 
~ 3 Agricultural Banker 
- 3 Community Banker , 

Executive Committee - Total ...ceeee 15 

  

Additional Administrative Committee Appointees 

Eighteen (18) Bankers appointed by the Division Chairman ......... 18 

- 9 Agricultural Banker 
- 9 Community Banker 

Combined Executive Committee and Administrative Committees - Total .... 33 

Hii



“Pinancing Rural Rehabilitation and Agricultural Loan 
Demands in the '70's", presented at the 21st National 
Agricultural and Rural Affairs Conference at the Denver 
Hilton Hotel, Denver, Colorado, November 13 by Eugene H. 
Adams, President, The First National Bank, Denver, Colorado, 

and resident, The American Bankers Association, Washington, 

As a native of Denver, I want to welcome you to the Mile High City and offer 

to you all of its hospitalities. Don't miss Larimer Square, and be sure to see the 

great progress being made in our urban renewal area of lower downtown. I also want 

to point out, as a possible cause-and-effect reaction, that the registration here at 

this meeting in Denver is the largest ever in the 2l-year history of the Agricultural 

Credit Conferences. | 

I want to talk to you today a little about the Rural Development Act, now public 

law 92-419, and the general problems that I see in the area of agricultural credit and 

rural rehabilitation. Before doing 20, however, I want to make it clear that I have 

never been a country banker. I probably coundn't tell an eight-gang harrow from a 

corn drill, and I remember fertilizer as something that used to have a more colorful -- 

and a much shorter-- name. 

Rural Development is an effort to cultivate a whole new system of life support in 

the vast areas of this country outside of the large cities. It can be, and should be, 

a means not only to halt, but hopefully to reverse, the migration to the city from 

the farm that has marked the American patter of living for most of this century. 

As a basic doctrine, Rural Development embodies the belief that man ought not be 

forced to choose between employment and geography. The heart of Rural Development is 

denial of the too-long held thesis that man has been forced to move to the job-- 

usually in the city. The time has come for the job to move to the man, not simply 

for the man himself, but also for our country itself. 

Our evolution from an Agricultural society to an urban one is well known even 

to school children. It has been the inevitable result of America's industrial and 

commercial genius, and our ability to outproduce any nation on earth in almost any 

product, including magnificent farm equipment that replaces men formerly employed on
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farms and forcing those men to go to the city seeking other employment. So successful 

has garm mechanization become that agriculture has ceased to be a way of life for r 

millions of our citizens, and has become a hugh new industry in which money and management | 

techniques are the keys to success. 

Our indifference to these unhappy byproducts of our industrial growth should now 

be a target for our society and all of its commercial entities, perhaps especially 

our banking industry. 

However, there is no point in just yearning for the simplicity of the old ways. 

Our people cannot return to the farms that no longer need them. Therefore, we must 

bend our efforts toward expanding business opportunities--new businesses, relocation 

of rresent business, establishment of new industries in rural areas where sufficient 

seop’ are available as work forces or can be induced to move from the cities for a 

quiccer, cleaner, more satisfactory way of life. 

That is what Rural Development is all about, but if it is to match its promise, 

it must be fueled with adequate credit. Even the most imaginative proposals for re- @ 

vilalizing rural America will remain only rhetoric if .necessary credit is withheld 

or is simply unavailable. That's why banking is the key factor in the whole process. 

Credit is our business and we must be prepared to provide it in sufficient amounts 

and at the right places. If we fail, the government will have to step in and do the 

total job. This, obviously, we don't want-(nor does the ADMI Administration in 

Washington.) 

In this area of lending, let me point out, with a few statistics what the lack 

of lending power situation really seem to be in rural America. For this purpose 1 

shall use figures mainly from the ninth and tenth Federal Reserve Districts, many of 

them derived from an Agricultural Loan Survey done by two Kansas City Fed staff 

economists as of June 30, 1966 (entitled Financing Modern Agriculture-Banking's Problems 

and Challenges) and from a tabulation of agricultural loans held by banks and the Farm 

Credit Administration at the end of 1965 and the end of 1970. 

About 30 percent of all agricultural loans originated by banks and the FCA are 

in the 9th and 10th districts. The states in these two districts also contain all
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but four of the unit banking states in the nation and, therefore, represent the area 

where the majority of farm loan participations are held - 58 per cent of the national 

totak. | 

The Fed's report showed that total farm debt in this country increased from 

$10.8 billion in 1950 to $49 billion at the end of 1967, or about 45 times. On a 

per farm basis, due to the declining number of them, the increase in debt was about 

nine times. Incidentally, do you know that between 1940 and 1970 the number of farms 

in America had decreased 54 per cent? | 

The report goes on to state: "During this period, the relative importance of 

the different sources of credit have changed. The Farm Credit Administration in- 

creased its proportion of total credit outstanding. Life Insurance Companies maintained 

the same relative position, while banks, the Farmers Home Administration, and others 

declined in importance." 

@ Some other vital statistics turned up by the Fed in its study of the period 

1956 to 1966 were as. follows: 

1) The average bank debt per farm borrower increased 166 per cent. 

2) The number of farm borrowers with debt of $100,000 or more increased 451 

per cent. : 

3) Participation loans increased a gigantic 600 per cent. The number of 

participating banks jumped from 800 to 2500. 

4) The rate of increase for both farm loans and the size of individual loan 
requests exceeds the rate of growth of bank deposits. The banks’ relative 
share of credit extended has been decreasing; and 

5) Of the total number of banks in the United States -- about 13,750 -- 
approximately 3000 of them, in 1966 could not make legal limit loans as large 
as $20,000 to any borrower unless secured by livestock, where somewhat 
larger limits are possible, but not to any significant extent in dollars. 

The Federal Reserve's conclusions on its study were these: 

"The sevenfold increase in dollar amount of participation loans over the 

preceding decade (1966-1956) can be viewed as an attempt by banks to adjust to, and 

to keep pace with, the increasing financial requirements of agriculture. 

"The question still remains, however, as to whether the financial needs of 

tomorrow's sophisticated agricultural borrowers can be met adequately without developing
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other techniques for solving loan limit problems and for pulling outside funds into 

many agricultural areas." | 

Bear in mind that these coments of the Fed speak only to agricultural loans, 

not to rural development itself--a quite different source of generation of loan demands. 

Now let me give you a few more illustrations of the problem of the size of the 

banks in the tenth Federal Reserve District, based on participation loans on June 30,1966. 

Of a total of $242 million of such participated loans, $180 million of them were 

originated by banks having capital and surplus of under $1 million, and the average 

amount of these loans was $67,000. 

To illustrate further the problem with this $67,000 figure, at the end of 1971 

there wer 2,034 banks in the tenth district. 

Eleven hundred and twenty-six of them -- 55 per cent -- could not legally loan over 

$50,000 to a single borrower, and 1,548 of them, or 76 per cent, could not loan over 

$100,000. The percentage of banks with this $100,000 limitation varies in the tenth 

district states, from a low of 47 per cent in New Mexico, to a high of 82 per cent 

of the banks in the state of Nebraska. 

This lack of lending power, in my opinion, calls for some real consideration by 

the bankers of these states as to the adequacy of their banking structure to handle 

the reasonable and ever increasing needs of their major borrowers, to say nothing of the 

credit requirements for rural rehabilitation. 

At the outset of this address, Il mentioned the recently enacted Rural Development 

Act. The Law, as I'm sure you know, authorizes the Farmers Home Administration to 

guarantee loans made by private lenders for small business enterprises, rural industrial 

assistance, essential community facilities, farm ownership, farm operation and housing. 

Bankers and other lenders have been in close touch with the FHA concerning regulations 

which will implement this new law. The regulations have not yet been issued. 

I should also tell you that the Rural Development Act supplanted a huge 

bureaucratic concept conjured up by those people and Congressmen who doubt the ability 

of private enterprise to do the job in the rural areas. This concept, which was 

scrapped by Congress, would have set up a vast new credit system to be run by the



Federal Government. And would have. 

Included ten regional banks and up to 500 local offices, all designed to do the job 

we should do ourselves and now, hopefully, can do under the new act. 

So--as community bankers, we have been given the opportunity and the responsibility 

to finance the rebirth of Rural America. It is an opportunity and a responsibility 

we must accept, with enthusiam, imagination, and leadership. 

I agree with Earl Butz, the Secretary of Agriculture, in a statement he made at 

the ABA Convention in Dallas. He said: 

"The banking industry has a decision to make. It is this: Will you move 

aggressively into Rural America? Will you provide leadership for financing rural 

development, and will you make wise executive decisions, or will you renege on your 

opportunity and let the Government step in and play the dominate role ....." 

The choice is ours. Either we help Rural America revitalize itself and establish 

a new economic base, or I believe we will see Uncle Sam step in and do it for us. 

I have great confidence in the ability of our industry to get the job done. 

We must, however, closely examine our lending powers and ways to enlarge them materially, 

through new capital relationships, and by serious consideration of multi-bank holding 

companies in three of the six states in the tenth district, and by 13 other states 

in the nation, where they are now prohibited by law. These companies are an efficient 

and potent way of combining the aggregate lending power of a group of individual 

banks. I commend them to you.
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President, Farr Farms Company, Greeley, Col. 
as part of the “Outlook Presentations," before 
the 21st National Agricultural and Rural Affairs 
Conference of the American Bankers Association, 

Denver Hilton Hotel, Denver, Col., Monday 
morning, November 13, 1972. 

The cattle industry is in the strongest position ever 

known. Current prices of feeder, stocker, and breeding animals are 

at all time highs. Last July, fed cattle reached their all time 

highs. Sometime in 19/73 finished cattle will probably make new record 

highs. 

The entire cattle industry has changed dramatically in the | 

past twenty years and especially during the past five years. Beef 

has beceme the number one food choice of the American public. The 

uniform quality plus the stable weekly supply of fed beef has made 

this possible. USDA Choice Beef is a standard commodity traded in 

every major U. S. city on a daily basis. Finished cattle do not move 

from the feedlot to the slaughter plant unless there is demand. This 

direct marketing method keeps supply and demand in balance. 

Whenever any commodity sells at new high levels, there are 

many questions raised as to why and whether the new values will 

continue. In the next few minutes, I will try to answer these questions. 

First and probably most basic is the world's food supply. 

The standard of living is increasing in every country of the world. 

As people have more money for food, the first demand is for more meat 

in the diet. Human population is increasing, world tensions are
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lessening, foreign trade with all nations is developing. These are 

the basic facts that have put pressure on world food supply and 

particularly world beef supply. | 

There is ne surplus of beef in the world. This statement is 

proven by the fact that last June, President Nixon removed all meat 

import restrictions for the balance of 1972. Beef prices, especially 

for imported quality, has been much higher than ever known. Prices 

should have attracted large quantities of beef from foreign countries. 

The indications are that about 35,000,000 pounds more beef will be 

received than the quotas allowed. Our domestic weekly beef production 

runs between 350 million and 400 million pounds. 

Obviously the additional 35,000,000 pounds of imports are 

only ten percent of one week's domestic production. It is very 

significant that in seven months all of the meat importing countries 

of the world have only been able to furnish the United States with 

35 million pounds of extra beef. 

Our United States cattle inventory and supply is a debatable 

issue. The cow herd is supposedly growing at a yearly rate of two 

to three percent. Calf crops are increasing by one to two million 

each year. More cattle are constantly being fed. The October cattle 

on feed report shows 1,100,000 more cattle in U. S. feedlots than 

last year which was a record number at that time. These statements 

would lead you to believe that there will soon be a surplus of beef 

and cattle. 

Again, we must analyze the facts. Cattle slaughter for the 

first nine months of 1972 shows an increase of 361,000 cattle. However,
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calf slaughter for the same period shows a reduction of 306,000 head. 

When cattle and calves are combined, the net slaughter increase is 

“only 55,000 head. This is the phenomenon that most observers overlook. 

Our total cattle and calf slaughter has been almost level for four 

years, beef production per capita has increased because the calves 

have been placed in feedlots and grown to mature animals rather than 

being slaughtered as veal calves. This transition from calf slaughter 

to fed slaughter has been changing at a rate of about one million head 

per year. Finally, we are approaching the bottom of the barrel because 

total calf slaughter in 1972 will be less than two and one half million 

head. | 

The significant part of the October first cattle on feed 

report is the fact that placements into feedlots during the third quarter 

were down two percent from 1971. This was a very favorable price 

period. Feed supplies have been ample. Why weren't more cattle 

placed on feed during the third quarter? In my judgment the answer 

is because the feeder cattle were not available. 

Bankers are interested in the total cattle industry. The 

January first 1973 cattle on feed report will be very significant. 

The yearly cattle inventory will also be analyzed very carefully. 

These reports are likely to show that all surplus cattle have been 

consumed. The consist of the cattle on feed report will show how 

dependent we are on the yearly calf crop. The October report which 

I mentioned previously already shows a seventeen percent increase in 

cattle weighing less than 500 pounds. I firmly believe that the 

January first report will show a strong tendency to light cattle. 

-
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If these predictions are true, then the only way that beef 

production can be increased is to increase the beef cow herd. Studies 

have been made that predict a potential of doubling our beef cattle 

population. Most of the increase in beef cows will have to come in 

the Midwest and Southeastern States. The studies suggest that many 

historic cattle feeding states should shift to cow-calf producing 

States. They also predict more shift of cattle feeding to the 

Western States. 

The beef cattle industry has several segments. First is 

the purebred herd. Then the commercial herd, next the feeder, on 

to the packer, and finally to the chain store. There is not much 

question, that for the next many years, the cow-calf producer will 

be the most favored segment of the beef cattle industry.
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President, Heinold Hog Markets, Inc., Kouts, Ind., 
as part of the "Outlook Presentations, " before the 
2lst National Agricultural.and Rural Affairs Con- 
ference of the American Bankers Association, Denver 
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The theory of projecting the hog outlook has not changed. The 

price cycle has been good in the immediate past, but looks bad for a future 

period because the price cycle always goes up and down. 

Most economists can give us the hog cycle as it has been for 

years. It's just that a few additional factors must be put into the computers 

to adjust to our present world, The real question becomes the timing. . 

is the downward turn in January, is it April, August, or next December? 

What are some of the new factors that must be considered? 

Demand - There are more people, without question, and pork also 
  

enjoys a much better image. Pork has less fat and more red meat. Also, 

the public pays less attention when someone writes a magazine article and 

states "don't eat pork," or that "pork is harmful," or "it makes your 

spleen blue," or if the writer is just writing something to get on the news. 

We hear that it causes cancer or too high a level of chlorestrol. But 

there is now some question as to the effects chlorestrol has on the heart. 

People are becoming unaffected by writers, such as the Naders, who are seek- 

ing publicity and falsely alarming the consumer. (Me, too.) 

Supply - Hogs are being raised by larger producers than in the past, 
  

therefore, there are financially stronger hog farmers who do not jump in and °* 

out of the business so quickly.
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Farrowing - Hogs are being produced on a monthly farrowing basis, 

with only a few farmers producing one litter per year.. Thus, we have less 

extra build-up in October, November, and December marketing than we have 

had in the past. | | | 

Investor - Some investor capital is being used primarily for tax 
  

purposes in hog production, but to date this is a small factor. 

  

Large Operations - We are finding a few large feeding operations, 

almost to the point of commercial feeding lots in the West, but it is very 

- gmall nationally. The Midwest still has about 777 of the hog production, 

of which 50% is in four states -- Iowa, Illinois, Indiana and Missouri. 

These larger feeding operations will have very little effect unless it is 

done on a farrowing basis. Some of you can tell me about 1,000 and 2,000 

SOW operations, and some even larger, but in comparison with annual pro- } © 

duction of 100 million hogs, it is still peanuts in volume. 

  

Marketing - I feel our hog marketing today is the most efficient _ 

we have ever had and daily bargaining of 80% or more of the hogs, still de- 

termines: the market. By that, I mean, it is not comparable to milk and eges 

with 90%, or better, delivered to daily, established channels and the re- 

maining 10% is surplus or shortage, causing a radical move in the. market. 

Build-up - There is good demand for both boars and gilts. More 
  

gilts are presently being held back, causing some build-up. The building 

of more new hog farrowing units and the selling of more hog equipment is 

another sign of build-up. 

What we, as bankers, need to do is guide and educate our farmers, 

in regard to the price cycle of increasing production and timing of the hogs 

coming to market. | @
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All right, now predict the market for the next six months to a 

year. .'. I willt? My prediction is that the market will go up and down. 

Seriously, we look for a good hog market in November, December, 

January, and February .. . meaning, $27. to $28. lows and highs of $30. to 

$32. In March and April, hog prices are normally lower, but we expect a 

good hog market with $25. to $26. lows and highs of $28. or better for this 

period. In May, June and July there will be some seasonal recovery, but 

probably not as much as normal. Some hog producers, who jumped into the mar- 

ket will not be afraid and sell off sows and gilts for a one shot deal. 

Some of these will come to market and have some extra tonnage. We look for 

May, June, and July prices to be $25. to $28, but beware of the August 

through December market period, because of the increasing production. But, 

the producer who raises his own will still make good money. 

The short term, or six month outlook is good, but for the long 

term, tighten your belt. 

What about Hedging? - We think it is a marketing tool bankers 

should understand with their hog producers. It is only to be used as a tool 

in marketing, not when the pencil tells you it is profitable. What I am 

telling you is this ....it is usually best to hedge hogs only on a down 

cycle, not on an up cycle, the top of the cycle, or the bottom of the 

cycle. 

| As an example, the hog market will be good enough in the November- 

February period. Take the risk! Don't hedge! Your risk of a bad market 

in Dec. 72 and early 73 is very little, but August through December, 1973 

is a much greater risk and my advice to you is. . . hedge your hogs.
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Perhaps this may not sound like good business practice for 

Heinold Commodities, which does more hedging for hog customers than any 

other commodity house, but I was asked to say what I think... and I 

have done so.
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I was asked early this summer to present at this meeting 

the outlook for oilseeds - proteins and oils. Had we prepared a summary 

of the forecasted situation at that time I can assure you it would have 

had little relevance to the situation that exists today. 

Just, a few short months ago no one could foresee the develop- 
ments that were to take place - that Russia was to experience its worst | 

growing season in this century; that they would elect to cover their 

‘ 
whe shortfall in world markets rather than restricting domestic consumption; 

that they would not only purchase large quantities of wheat and feed = 

grains but.would begin a program of substantial protein imports in the 

form of soybeans, necessary to accelerate the development of its poultry 

and livestock industries. 

. "Nor could we foresee that China would become a customer of 

U.S. agriculture so soon after President Nixon's historic visit. 
We could likewise not foresee a number of other events that 

have proved critical to the vorld protein and ofl balance: a drastic 
change in the fishing situation in Peru which has all but eliminated 

that important source of protein for the past few months and may well 

restrict supplies for some time to come; adverse weather conditions
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in India and Senegal which have drastically reduced their peanut crop 

prospects. 

All of these important events have had major effects on the 

supply-demand balance and the price structure of grains, oilseeds 

and their products. 

The U.S. economy, U.S. agriculture and most particularly the 

U.S. grain and soybean farmers have benefited tremendously from these 

events. ‘There have been few times in recent history when we have seen 

the total agricultural complex as healthy, vigorous and prosperous as 

it is today. | _ 

As I've pointed out, developing a forecast for even a short 

_ period ahead these days is a hazardous, if not foolhardy undertaking. 

U.S. agriculture, not many years ago, was more or less "self- 

contained". It produced primarily for the home market. Conditions 

outside the U.S. had little affect on the structure of our farm economy. 

The situation today is obviously quite different. Now four 

of each seven acres produces for the export market and the ratio is 

likely to grow. 

Prices received by farmers are and will be affected in a major 

way by droughts in Russia - poor fishing in Peru - increases in meat 

and poultry production in Hungary, etc. 

Today's situation clearly points out the extent of that impact 

on the oilseed sector, particularly on the soybean protein area, soybeans 

being the major world protein source and the U.S. the major soybean 

producer.
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The outlook for oilseeds, principally soybeans, this year 

is extremely bullish. 

In spite of a 10% increase in soybean production this year. 

farmers are currently receiving $3.25-$3.40 per bushel as compared to 

$2.50-$2.60 three years ago. The bullish situation is principally 

generated by protein demand. Soybean meal prices are currently 302% 

above levels of a year ago. 

Early this year it appeared world supplies of vegetable oils 

would be in a major surplus situation, prices would be very depressed 

and have a dampening effect on oilseed prices. Palm oil production 

was to be up in Malaysia, supplies of coconut oil from the Philippines 

are increasing, our own cottonseed oil production is up 302, and of 

course soybean oil supplies are larger. It now appears, however, 

that with the substantial reduction in both fish oil from Peru and 

peanut oil supplies from India and Africa that the normal yearly 

increase in world demand will put the total supply-demand situation 

in reasonably close balance. While current oil prices are below last 

year's levels, they should not be unduly depressive on oilseed prices. 

The factors which have provided the attractive economic 

framework for the soybean farmer are basic. The long term trends are: 

1. Continued rapid growth in protein demand as people 

throughout the world improve their diets by substantially 

increasing meats and poultry consumption. This trend 

began in the U.S. in the forties, in Western Europe in 

the late fifties, in Japan in the middle sixties and is 

now just really beginning in Eastern Europe.
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2. 

3. 

Rapid improvement in the technology of livestock and 

poultry production which requires use of high quality protein 

in the feeding ration. 

Ability of the U.S. the past 25 years to shift land 

from production of crops in surplus to soybean production. 

This coupled with the ability of the U.S. farmer to 

produce this protein and oil crop more efficiently than 

their competitors elsewhere in the world. Soybean 

acreage in the U.S. has increased from less than 

11 million in 1947 to over 46 million acres this year. 

Short term factors which have created the current extremely 

bullish situation are: 

1. The dramatic reduction of fish meal supplies in Peru. 

Production has dropped from about 2 million tons last 

year to 1.2 million tons this year, and at this moment 

it is uncertain when production will resume and at what 

level. 

The initial purchase by Russia of one million tons of 

soybeans. 

Failure of the U.S. to expand soybean production at a 

rate equal to long-term demand growth. U.S. production 

has been below consumption each of the past 3 years - 

reserve stocks have been exhausted and consumption 

restricted, markets lost because of inadequate supplies. 

One might observe that the current situation is ideal - 

extremely high prices for soybeans means prosperity for the producer. 

However, there are some serious clouds on the horizon.
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1. There are two sides to the farm equation: Farmers are 

major consumers of protein. Hog, turkey and poultry 

producers depend on soybean meal to efficiently convert 

grain to meat. Current excessively high prices for 

protein meals are or will have serious adverse affects 

on the profitability of the meat producer. For example, 

the feed cost, expressed in cents per pound of liveweight 

hogs, to produce a pound of pork is up 2¢ over last year. 

In other words, if the breakeven price for the hog 

producer last year was 18¢ per pound liveweight, it will 

most likely be about 20¢ per pound this year. Other areas 

of livestock production - turkeys, poultry and eggs - are 

being affected comparably. 

The protein supply-demand balance is critical so that, 

while prices are extremely high, it is not likely that | 

they will decline in the months ahead. 

Excessively high prices encourage competition; competition 

in the form of increased production outside the United 

States. Increases such as we are currently witnessing 

in Brazil where soybean production in the past 3 years 

has tripled. Competition in the form of synthetic protein 

substitutes. We have witnessed the commission of two 

major so-called petroleum protein production units in 

recent months. 

This competition, once created, is all but impossible to 

dislodge.
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The U.S. oilseed, soybean-producer, is currently at a critical 

crossroad. The outlook, the opportunity, for long-term growth and 

- prosperity is indeed bright. 

The long-term growth trends ‘in demand are built on a solid 

foundation. | 

Productive acreage is available - acreage currently being 

paid to keep out of production that can be put to: profitable use - 

while the cost to the taxpayer is reduced. 

Farm income can be increased as farmers receive fair prices 

for their soybean crop while providing protein to our livestock 

industry at reasonable levels. 

What is necessary is for the present farm program to be 

geared to encourage our producers to expand production in sufficient 

volume to meet demand. To fail to respond this year will encourage 

continued rapid expansion abroad and will restrict the horizons of 

our farm economy for years to come. 

| The outlook is optimistic. Let us hope we will respond to it 

aggressively.
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D. C., as a Panel Member of the General Session 
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before the 21st National Agricultural and Rural 
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Three units of the Farm Credit System may have direct working 

relationships with banks and other financing institutions under 

authorities contained in the Farm Credit Act of 1971, Public Law 92-181, 

and in accordance with regulations published in the Federal Register, 

Volume 37, Number 110, Part II, June 7, 1972. These units are the 

Federal Intermediate Credit Banks, Production Credit Associations, 

and Banks for Cooperatives. 

The Federal Intermediate Credit Banks have direct loan and 

discount relationships with banks, while Production Credit Associations © 

and Banks for Cooperatives may participate with banks in loans. 

Though all of the authorities permitting these relationships 

are not new, their inclusion in a new and comprehensive Farm Credit law 

, demonstrates a strong concern by the System for assuring all possible 

channels of financing are open to agricultural producers and their 

cooperatives. Giving a discussion of these relationships a prominent 

place on your program together with those of the Farmers Home Administration 

and Small Business Administration, shows that you share that concern. 

You have all seen the projections of agricultural credit needs in the 

years ahead and realize that the question won't be who will finance 

agriculture, but how can we all work together to make sure adequate,
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dependable financing will be available. The programs I am about to 

describe are a part of the answer. 

  

Direct Loan and Discount Programs 

The Federal Intermediate Credit Banks make no loans to 

individuals. Their responsibility is to provide a continuing, dependable 

source of production financing to eligible farmers and ranchers in their 

respective districts primarily by providing loan funds to Production Credit. 

Associations. In addition, they attempt to fulfill this responsibility 

by helping assure that other institutions financing agricultural producers 

have adequate loan funds with which to perform their functions. 

The Federal Intermediate Credit Banks accomplish this in two. 

ways. The first is by discounting for or purchasing from banks and other 

financing institutions, with their endorsement or guaranty, notes and 

other financial obligations which have been made for agricultural purposes. 

However, before doing business with any other financing institution, 

the Federal Intermediate Credit Banks require the execution of a general 

discount, loan, and pledge agreement. | 

To gain approval to discount paper with an FICB, a bank must show 

that it needs to serve the volume of agricultural loans at least equal 

to the volume of the preceding three years. The need cannot be the 

result of the bank having been denied or restricted other discount 

privileges or loan funds usually available to it. 

In its application, a bank must also establish that it has 

a capital structure adequate to support an economically feasible lending 

operation, an actual or potential loan volume large enough to permit 

reasonable efficiency, and an institutional capability, including
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staff experience and expertise, to extend and administer the anticipated 

volume on a sound basis. 

The FICBs cannot purchase notes or other obligations from a 

bank if the amount when added to the bank's other liabilities, exclusive 

of deposits, exceeds that permitted by the laws governing the bank or 

ten times its paid-in and unimpaired capital and surplus, whichever is 

lower. 

| Approval of an application is also based on the percentage of 

the bank's total loan portfolio in agricultural loans or the degree 

of its effort to serve agricultural producers, its peak loan-to-deposit 

ratio, the availability of participation loans with Production Credit 

Associations, and its need for access to the discount privilege 

on a continuing basis. 

In order to retain the discount relationships with the FICB, 

a bank must remain in compliance with the criteria under which the rela- 

tionship was initially approved. It must also maintain reasonable 

credit quality in its total loan portfolio as well as that credit sub-~ 

mitted for discount with the bank. The institution shall not significantly 

reduce its agricultural lending activity as a portion of its total credit 

activity, and any substantial increase in the volume of loans tendered 

to the FICB for discount shall be accepted subject to a showing that the 

increase is a result of the institution's increase in volume of agricul- 

tural loans rather than a reduction in its ratio of agricultural loans to 

non-agricultural loans or any restriction on its access to other sources 

of lendable funds.
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The regulations governing the discount relationship are 

consciously designed to prevent access and use by the in-and-outers 

and to encourage involvement by those banks that are attempting to 

serve agricultural producers on a continuing basis. 

Approval criteria are somewhat flexible and may vary slightly 

among the various Farm Credit districts. They are, however, predicted 

primarily on the job a given bank is doing for agricultural producers. 

The second way in which the Federal Intermediate Credit Banks 

fulfill their obligation to provide loan funds to banks and other 

financing institutions is by making direct loans and advances. Com- 

mercial banks, in effect, establish lines of credit with the Federal 

Intermediate Credit Bank serving their area. 

Direct loans and advances to banks may be made on the security 

of the following classes of collateral. 

1. Notes or other obligations of bona fide farmers and 

ranchers. 

2. Bonds and other direct obligations of the United States. 

3. Federal Farm Loan Bonds and consolidated debentures of 

Banks for Cooperatives. 

4. Soil and water conservation bonds and farm ownership loans 

made under programs administered by the Farmers Home Adminis- 

tration, the payment of which is guaranteed by the United 

States. 

In making loans or advances to any other financing institution 

on the security of collateral other than that just described, the 

Federal Intermediate Credit Bank will assure itself that the proceeds of
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such loans and advances will be used to enable the institution to make 

or carry loans to farmers and ranchers for agricultural purposes. 

Approval criteria for direct loans and advances to banks are 

essentially the same as for the discount privilege with the emphasis 

being on service to agricultural producers on a continuing basis. 

Loan Participations 
  

Production Credit Associations and Banks for Cooperatives may 

enter into loan participation programs with commercial banks to enable 

joint financing of eligible individuals and entities meeting the lending 

standards of the Banks or Associations. Policies governing such programs 

are prescribed by the boards of directors of the respective Farm Credit 

Banks involved and approved by the Farm Credit Administration. 

The program requires that loan participation agreements 

define the provisions for disbursement and repayment of loan funds; sharing, 

division, or assignment of collateral; the loan service plan; collection 

procedures; authorizations and conditions for action in the event of 

default by the borrower; sharing loss; conditions for the termination of 

the agreement; and any other applicable items. 

In lieu of executing separate notes and other legal documents, 

the participating bank may purchase certificates evidencing an equivalent 

participation interest in such loans. 

Participation agreements by Production Credit Associations are 

further subject to the following conditions. 

1. The Production Credit Association reserves the right to 

decline participation in any loan offered.
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2. Provisions restricting the PCA from providing full 

financing for the borrower are avoided. -.The agreement 

may, however, restrict either party from soliciting 

full financing. 

3. To assure that participation agreements do not result 

in a bank shifting its lending away from agriculture, 

the participating bank must meet one of the following 

requirements. 7 

a. Retain at least 50 percent of each participated loan. 

b. Retain at least 10 percent of each participated loan 

provided the bank does not materially reduce its ratio 

of agricultural loans to total loans from the ratio 

maintained during the preceding three years. 

c. Retain the maximum amount of the participated loan 

permitted by the regulations to which the bank is 

subject. 

A district Bank for Cooperatives must first offer a participation | 

in loans which exceed its lending limit to the Central Bank for Cooperatives. 

With the concurrence of the Central Bank, a district Bank must then offer 

participations to other district Banks before offering them to commercial 

banks. 

Loans in excess of the lending limits of the Banks for 

Cooperatives on a consolidated basis may be made only when such excess 

amounts are sold as participations to commercial banks or other financing 

institutions. 

The form of each participation agreement between a Bank for 

Cooperatives and a commercial bank is subject to prior approval by the
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Farm Credit Administration. However, the names, of participants, 

amounts, and dates are not subject to approval. 

The major thrust of the discount, direct loan, and partici- 

pation programs is obviously directed toward providing an adequate 

source of dependable credit for agricultural producers and their 

cooperatives on a continuing basis. In some respects, certain aspects 

of these programs are tighter than they were before. The intent of the 

regulations and, we think, the intent of the Congress in granting us 

these authorities is to discourage relationships with in-and-outers and 

leave the doors wide open to permit good working relationships with those 

banks that have an honest desire to serve agriculture.
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Administrator, Farmers Home Administration, 
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The Rural Development Act of 1972 is landmark legislation with 

a tremendous potential for rural America. | 

It is designed to fully develop the resources of rural areas 

and rural communities, provide incentives and assistance for broad 

economic expansion, and improve the quality of living and environmental 

climate for all rural people. 

The program and its objectives have almost universal support. 

President Nixon has advocated a rural development program almost from 

the moment he took office four years ago. Congress enacted it over- 

whelmingly. 

It has both urban and rural support because, if it succeeds, 

it will mean a major step in relieving the population pressures on our 

cities, offer business and industry new areas in which to locate and 

operate profitably and efficiently, provide expanding job opportunities 

that can reverse the outmigration of rural people to the cities, and 

generally improve the social infrastructure of rural America so that 

living there will be even more attractive. It has the support of 

private citizens and their organizations, and of government at all levels.
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There may be those who say that the goals we seek are too 

ambitious -- too visionary. They point to other national programs in 

the past that offered great promises and not much else. I refer to 

some of the so-called "Great Society" programs like the War on Poverty 

and some of the old farm programs that never did help the farmers who 

most needed help. 

I think this program can succeed. 

It will succeed because the Rural Development Act of 1972 

possesses one major difference that separates it from most Federal 

programs. It makes the private sector a full working partner. Local 

‘citizens determine what their community's future shall be. You, bankers 

and investors, play a leading role in expediting the program. 

And you have richly earned this opportunity, on the basis of 

past performance. 

The President recognizes this fact -- so does Congress -- and, 

I might add, so do I from first-hand personal experience. 

I would like to briefly recount your performance record as I 

have observed it from my post in the Farmers Home Administration the 

last four years. 

At the beginning of the Nixon Administration when I came in, 

nearly half of all the funds we loaned to farmers and rural people had 

to come from Congressional appropriations -- posing a severe burden on 

an already over-burdened Federal budget. Our loan volume then was only 

$1.4 billion. 

But even at that loan level, we were facing a severe crisis. 

Our programs are funded by selling borrower's notes to investors, backed
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by the full faith and credit of the government. These insured notes 

were being rolled back to us faster than we could sell new paper. 

In the meantime, Congress had enacted a new rural housing bill 

that created unprecedented demands on the Farmers Home Administration 

for massive amounts of loan funds. In addition, rural communities were 

clamoring for more funds for water and sewer systems. 

With the cooperation of the banking and investment industry 

we solved that problem. 

Today, nearly 100 percent of all our loan funds come from. 

private investors. Our total loan volume for all our programs has 

increased from $1.4 billion in 1968 to $3.4 billion in this fiscal 

year. Our housing program has soared from a $468 million level in 

1968 to more than $2.1 billion this year. 

Rural low- and moderate-income families are getting decent, 

modern housing at the rate of 125,000 units a year -~ thanks to you. 

But you have cooperated in many other ways also. 

Two years ago the distinguished Governor of the Farm Credit 

Administration and I worked out an historic Agreement of Understanding 

regarding farm real estate and farm operating loans that has since 

Spread to include all rural banks who are interested in participating. 

The results have been most encouraging. By making simultaneous loans 

with people like you, Farmers Home Administration has been able to 

"stretch" its limited supplementary farm loan resourced by nearly 

50 percent, thus assisting many more small family farmers. 

The banking and investment sector is providing a great 

service by cooperating with the Farmers Home Administration in making 

short term "interim" loans on many of our housing and community facility
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projects. This is profitable business for you and it creates savings 

for the Federal government since we do not have to provide ereat out- 

lays of credit while community facilities are being constructed and 

before repayments start coming in. At the present level of lending 

in our rural housing and community facilities programs, this "{nterim" 

financing from you could result in substantial savings of tax dollars. 

It is this record of performance -- this cooperative effort 

and sense of responsibility to the needs of rural America that prompted 

this Administration and the Congress to give you new opportunities for 

participation and leadership in the building of a better rural America. 

I should like, at this point, to give you a brief overview 

of the Act itself before getting into the specifics of the various loan 

programs which directly involve the banking and investment sector. 

First of all, this is strictly a voluntary program. The Act 

merely makes this credit and technical service available to individual 

rural people -- whether they be farmers, businessmen, or whole communities. 

It is up to the individual borrower to decide whether loan assistance 

is needed, and what type. Then it is up to you and to us in the Farmers 

Home Administration to decide whether the borrower is eligible for the 

loan and has sufficient repayment ability -- or at least the prospects 

of being a reasonable good risk. 

As for communities themselves, community development is what- 

ever a community wants it to be. Some communities will choose to remain | 

as they are. Others obviously lack the potential for growth. Still 

others will make dramatic improvements.
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One of the most significant features of this program is that 

most of the decision-making will take place at the local level between 

either yourself as the local banker and the prospective borrower or 

between the borrower and our local supervisor. Often it will be a three- 

way proposition. 

In practically all the loan programs under this Act, we are 

giving first priority to making "guaranteed" loans. This is where 

you come in. Only when you, as an individual lender feel you cannot 

make a guaranteed loan to a borrower will we consider making an insured 

loan. 

I think the terms "guaranteed" and "insured" loans should be 

clearly understood as we interpret them under this Act. 

Under the guaranteed loan route you will make a loan to the 

borrower and we shall “guarantee” you up to 90 percent of any loss. 

Under our insured loan program, we make a loan to the borrower 

from our revolving fund and then in turn sell our paper to outside 

investors, just as we have been doing for a number of years. 

Now let us review the various loan programs: 

Rural Enterprise Loans (real estate) can be used to help 
  

establish small business enterprises by eligible citizens living in 

rural areas and towns up to 50,000 population. Ceiling on these 

loans is $100,000 and repayment is scheduled up to 40 years. These 

loans can be either guaranteed or insured. 

Rural Enterprise Operating Loans will finance the operation 
  

of a small business in rural areas and towns up to 50,000. Loan limit 

is $50,000 and repayment is up to 7 years. Loans can either be insured 

or guaranteed. Both the above loan programs are available to farmers also.



  

REMARKS BY JAMES V. SMITH 6 

Loans to Rural Youth to enable them to operate enterprises   

in connection with their participation in 4-H, Future Farmers of America 

and similar organizations. The borrower (youth) can sign for and 

assume personal liability or a co-signer may assume personal liability 

in addition. Repayment is up to 7 years and loan can be either insured 

or guaranteed. | 

Essential Community Facilities provides for loans to public 
  

bodies and nonprofit associations in places up to 10,000 population, for 

essential community facilities such as fire halls and equipment, community 

centers, ambulance services, industrial parks, etc. Repayment is up 

to 40 years and loans can be either insured or guaranteed. 

Rural Industrialization Assistance Loans can be made to public, 
  

private or cooperative organizations for profit OF nonprofit, or to 

individuals for the purpose of improving, developing, or financing business, 

industry and employment to improve the economic and environmental climate 

of towns up to 50,000 population. No loan limit has been specified but 

will be administratively determined. Repayment is up to 40 years and 

loans can be either insured or guaranteed. 

  

Guaranteed Loans for Above-moderate Income Housing to individuals. 

in rural areas and towns up to 10,000. Interest rate will be determined 

by HUD under the National Housing Act. 

These are the principal loan programs under the Act which you, 

as bankers, are primarily interested in. 

However, you Should be aware of the grant programs provided by 

this Act because if and when some of this grant money comes to your 

area, it will, in all likelihood, generate increased demands for loans. 

-- grants to public bodies or planning agencies to prepare
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