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A.
Survey of Field Warehouse
Receipt Financing

BASIC DATA WERE COLLECTED about mid-1941 regarding the role played
by commercial banks in field warehouse receipt financing through the
medium of a schedule submitted to a sample of banks. Specifically, it was
sought to measure the frequency with which banks of different sizes, in
different geographical regions and in centers of population of differing
importance engaged in field warehouse receipt financing; the importance
of field warehouse receipt loans in their portfolios; and the number of
business concerns to whom they extended credit by this method. Because
of the limitations imposed by available time and resources, a random sample
of commercial banks in the United States was selected by the following
method:

1. Through the courtesy of the Federal Deposit Insurance Corporation
a list was made available of the names and addresses of all of the 13,500
operating insured commercial banks in the United States. This list was
arranged alphabetically by states; size of center of population in which
each bank was located was indicated in code.

2. From the "population" of banks provided by the Federal Deposit
Insurance Corporation mailing list, there was selected the following sample:

(a) Every 36th bank located in a center of population of less than
10,000. (A total of 10,991 banks were in this class.)

(b) Every 9th bank located in a center of population of 10,000
and up to 50,000. (A total of 1,520 banks were in this class.)

(c) Every 3rd bank located in a center of population of more
than 50,000. (A total of 981 banks were in this class.)

The hypothesis underlying this sampling procedure was that the relative
frequency with which commercial banks engaged in field warehouse receipt
financing steadily increased with the size of the city in which the bank
was located, and that sampling errors would be reduced by making the
sample consist of a larger fraction of the large-center than of the small-
center institutions. This hypothesis, confirmed by the results of the survey,
was based on independent evidence that the market for field warehous&
receipt financing was greater for banks in large than in small cities, and that
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the specialized knowledge necessary to apply this technique of financing was
more likely to be present in banks located in larger centers.

3. A serially numbered schedule was sent to each of the 800 banks
selected, requesting answers to the following three questions:

(a) Do you at the present time make loans to business concerns secured
by warehouse receipts issued by field warehousing companies? "Yes" or

(b) If your answer to question (a) is "Yes," state the number of
business concerns that you are now financing in this way

(c) If your answer to question (a) is "Yes," state the approximate
total amount of your outstanding advances against field warehouse receipts.

as of (a recent date)

4. Some 385 banks, or nearly 50 percent of these circularized, returned
complete and usable schedules. This group was regarded as a satisfactory
sample, although it was smaller than was desired. As the schedules were
returned, deposit class, loan-and-discount class, city-size class and region
class were noted on each schedule, since the schedule number enabled the
name and address of the bank to be identified. Data contained in the
schedules were then hand tabulated, and summarized in the tables pre-
sented in Chapter 4.

A question may be raised as to the validity of using only those schedules
that were completed and returned as representative of the field warehouse
receipt financing experience of all commercial banks. It might be argued
that those banks engaging in this phase of commercial banking would tend
to complete and return schedules, while those that did not engage in such
financing would fail to return them. This argument is believed not to be
valid. In the first place, a large majority of the returns emanated from
banks that did not engage in field warehouse receipt financing. More
important, experience in sampling commercial banks in other connections
clearly indicates that the fact of engaging or not engaging in particular
types of operations does not significantly influence responses to question-
naires. Commercial bankers are called upon to make many reports to public
agencies on a variety of subjects. Bankers understand the necessity for
accuracy in reporting. It is believed that the results of the survey can be
accepted as typical of the experience of American commercial banks with
field warehouse receipt loans at the middle of 1941.

Of the 385 banks that responded with a usable schedule, 291 or 76
percent reported that they had no loans against field warehouse receipts,
and 94 banks or 24 percent did have such loans. The banks doing the
business were extending credit to 522 business concerns, or between five
and six concerns per bank on the average. Collectively, these banks had
$20.9 million of such loans outstanding, with an average loan balance
per customer of $39,809. They accounted for between 7 and 8 percent
of the total number and amount of field warehousing loans estimated, by
independent means, to be held by American commercial banks. While the
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385 banks in the sample comprised only 2.9 percent of the 13,500 insured
commercial banks in the United States, they held $1.6 billion or nearly
10 percent of the $17 billion of "total loans and discounts" held by all
American insured commercial banks. Consequently, the sample is believed
to be fairly representative of commercial banks as a whole.
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