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By :Mr. LA FOLLETTE : Petition of the Washington Bank­
ers' Association, Bellingham, 'Vash., favoring the passage of the 
1-cent letter postage rate; to the Committee on the Post Oftice 
and Post Roads. . 

By Mr. RAKER: Petftion of the San Mateo (Cal.) Deve1-
opment .Associatiou, favoring the passage of legislation to 
increase the na \al defense for the Pacific coast ; to the Com­
mittee on Naval Affairs. 

By l\Ir. BELL of Georgia: Papers to accompany bill (H. R. 
7140) for the relief of Elizabeth R. Nicholls and Joanna L. 
1\icholls, heirs of Joshua Nicholls; to the Committee on War 
Claims. 

HOUSE OF REPRESENTATIVES. 
SATURDAY, September 13, 1913. 

The House met at 11 o'c1ock a. m. 
The ·chaplain, Rev. Henry N. Couden, D. D., offered the follow­

ing prayer: 
How deep are Thy mysteries, 0 God ! How exacting and in­

sistent Thy mandates! We think; we plan; we aspire; we 
struggle; we fall . Thy will is supreme, and Thy will is good 
will. 

Our wills are ours, we· know not bow ; 
Our wills are ours, to make them Thine. 

The spirit is willing, but the flesh is weak. Bear with our in­
firmities, and help us from our heart of hearts to say, "Thy 
will be done," not only in the spirit of humility, but in a firm 
resolve to act with Thee in the furtherance of Thy plans, under 
the spiritual leadership of Thy son, Jesus Christ. .Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

CURRENCY. 

!\Ir. GLASS. l\Ir. Speaker, I move that the House resolve it­
self into Committee of the Whole House on the state of the 
Union for the further consideration of the bill H. R. 7837, the 
currency bill. 

The motion was agreed to. 
Accordingly the House resol\ed itself into Committee of the 

Whole House on the state of the Union for the further consid­
eration of the bill H. R. 7837, the currency bill, with Mr. GARNER 
in the chair. 

The CHAIRMAN. The House is in Committee of the Whole 
House on the state of the Union for the further consideration 
of the bill H. R. 7837, which the Clerk will report by title. 

The Clerk read as follows: 
A bill (H. R. 7837) to provide for the establishment of Federal re­

serve banks, for furnishing an elastic currency, affording means of redis­
counting commercial paper, and to establish a more effective supervision 
of banking in the United States, and for other purposes. 

.Mr. GLASS. Mr. Chairman, I yield 30 minutes to the gen­
tleman from Texas [1\fr. CALLAWAY]. 

The ll/CHAIRMAN. The gentleman from Texas [Mr. CALLA­
WAY] is recognized for 30 minutes. 

Mr. CALLAWAY. Mr. Chairman, a paper in Texas, called 
The Home and State, in its issue of August 23, said editorially : 

Sit down and write a short letter to your Representative in Congress 
as soon as you have read this, and urge him to steadfastly support 
the administration currency bill. There is nothing to be gained by 
discussing the details. It is enough for us to know that it is heartily 
indorsed by Woodrow Wilson and William Jennings Bryan. 

Such fidelity as that will certainly appeal to the sympathies 
and good will of the President and the Secretary of State 
however much such blind adherence must excite their pity. Be 
it said to the credit of the electorate of Texas that none have 
followed the advice of that paper. Those who- have written 
haYe given reasons for the faith that was in them, whether 
they were for the administration bill or against it. I had some 
young mocking birds when I was a boy. They were pretty well 
feathered out and should have had some sense, but they had a 
way of throwing back their heads and opening their mouths 
whenever a hand was passed over them. One day a devilish 
chap was pranking with them. they shut their eyes, threw 
back their heads, and opened their mouths. The temptation 
was too much and he filled them full of the only thing in reacb, 
green china berries. Next morning they were dead. Their faith 
was all right, but it digested no china berries. 

Loyalty is one thing and blind fo11owing is another. I want 
to see this admini tration succeed as much as any living man, 
and I want to help in every way possible by thoughtfully giving 
the best that is in me to make it a success, a success for the 
whole people, a restoring to them of their equal rights, and 
opening to them equal opportunities; not giving them some­
thing, not fostering them, not flattering them, and not fathering 

them. The manhood that is the hope and the reliance of this 
Republic dbes not ask to be ::uddled, fondled, and fathered; it 
understands that the Government can not favor some without 
oppressing others; can not give to one without taking from 
another; and that manhood asks simple justice, even-handed 
justice. It does not ask for legislative preference nor gov­
ernmental license to oppress by means of superior strength, 
superior skill, superior mind, or superior weal th, nor to take 
from those who earn what is their just due; it asks only that 
this . Government shield it from depredation while it does and 
dares, and see that it is not robbed of the u ufruct of its 
endeavor. If this be the purpose of the administration, I am 
with it heart and soul, but I do not think I can help by shutting 
my eyes and closing my mind the while I swallow down without 
question whatever it feeds into me; and seeing and thinking, 
I must be honest with myself and with those whose commission 
I hold, and must candidly protest when a measure is laden with 
dangers to the party. to the people, and to representative gov­
ernment, as I believe this bill to be. 

THE REAL SOURCE OF THIS BILL IS THE ADMINISTRATION. 

It is true that the Democratic caucus had a report from the 
majority members of the Banking and Currency Committee, but 
not one of the majority members, though a majority of them 
voted to report this measure to the caucus, believes this the best 
legislation that can be devised, and no thinking man on that 
committee believes this bill is what it ought to be. It was 
-r;·hipped through the committee by the administration, brought 
into the caucus and made a party measure by the administra­
tion, and whipped through the caucus by the same power . . It 1s 
now before this House as a Democratic measure. It is not the 
product of the committee; it is not the product of the caucus; 
the administration handed it to us, and because it did ·the com­
mittee took it and the caucus took it, and that settled it for 
this House. Why should this legislation have been made a. 
party question? The platforms of each· party in the last na­
tional campaign denounced the present banking and currency 
laws and demanded legislation. Has there been such a clear 
Une of demarcation between the parties on this question as 
to conclude us that no suggestions the Republicans could offer 
would render any assistance? Why shut them out completely 
by binding the ov.erwhelming Democratic majority to this ad­
ministration bill verbatim et literatum '! That was done to pro­
tect the bill from Democratic criticism, thinking it would be 
easier to answer the arguments made against the bill by calling 
them . RepnbliC'an arguments than to answer them on their 
merits. You cut off all Democrats from offering amendments 
and bound them to vote down any offered because you thought 
it would be easier to vote them down as Republican amend­
ments than to !et them be voted on on their merits, and you 
will excuse yourselves when criticized for your vote and unable 
to meet the argument by saying you were following the fortunes 
of the administration and that you are willing to rise or fall 
with your party. r think this bill ought to have come into this 
Houi;;e on its merits, and if it has not got merit enough to sur­
vive the criticism of the Democrats and the assaults of the Re­
publicans, who are a hundred in the minority-and divided at 
that-it must be woefully lacking in merit. I believe it would 
have gone down I do not believe a measure promising so little 
good and capable of so much harm as this could have stood the 
open fire in this House. I regret as much as any man could 
that my party has .indorsed a bill the fundamental principles of 
which I consider so dangerous that I am forced to part com­
pany with them.on it, but that is my situation on this bill. 

PLATFORM DECLARATION AGAINST A CE~TRAL BANK. 

l\fr. Chairman, in our platform adopted at Baltimore, and on 
which we won such a signal victory at the_ po11s last November, 
we said, "We oppose the establishment of a central bank." I 
thought we meant that. I was honest in proclaiming that as 
the real sentiment of the Democratic Party. True, we did not 
say, "We oppose the establishment of a central board," but I 
submit in all candor that there is no real difference, so far as 
the concentration of power is concerned, between a central bank 
which controls the entire banking interests of the country and a 
central board which controls the entire banking interests of the 
country. James B. Forgan. pleading for a central bank before 
the Senate Banking and Currency Committee on September 2, 
said this bill practically gives us a central bank. · I believe in 
the platform denunciation of a central bank bt'cause of the 
power concentrated by it. l\Ir. Wexler. of New Orleans. before " 
the Senate Banking and Currency Committee. said, in answer to 
Senator REED, that a central bank such as they desired would 
have as much power over the business interest of the people of 
this country as the Czar of Russia had over the business inter­
est of his subjects. I believe such power is dangerous, and it 
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does not lessen my fears to call such a centralization of power 
a central board instead of a central bank. 

PLATFOR:U PLEDGE OF ABSOLUTE SECURITY J.rROM MISUSE OF POWER, 

We said in our platform: 
All legislation on the subject of banking and currency should have 

fo1· its purpo e the securing of those accommodations on terms o~ ab­
solute security to the public and of complete protection from the misuse 
of the power that wealth gives to those who possess it. 

'\\Te were commanded to secure the public from the power that 
wealth gives. There may be some, with the faith of the home 
and State editor or of the mocking birds, who will protest that 
in our platform we did not inveigh against- power given by the 
Go,ernment or by the people and contend that power so given 
will not be abused, but I tell you, and in your heart of hearts 
you must admit the truth of it, when you have power and are 
ba1·d pressed you use it to save yourself and crush the opposi­
tion, no matter how you obtained that power, whether through 
the accumulation of wealth, the confidence of your fellows, ap­
pointment to place, or by election to office. You claim that you 
use it properly. The individuals or businesses you crush claim 
you abuse it. -The men with the power of wealth use it. That 
is all tl:e power they have. Men with political power use that. 
It is always the instrument at hand that we use when pressed. 
Girn a man polHical power and the power of wealth combined 
and when he is pressed he will use the one or the other as the 
exigencies of the case demand, or both should he understand 
tlleir use and find it necessary. l\fen prate of confidence in 
great officials, and say they have faith that they will not mis­
use their power, and yet the world's history is full of instances 
that rebuke such credulity. 

John Clark Ridpath, the great historian, in an article in the 
Arena of April, 1898, on the Government of this country from 
the adoption of the Constitution, speaking of the abuses of gov­
ernmental power, said: 

This "divine fact," called government * * 0 , may call itself a 
prince, an emperor, a czar, a shah, a mikado, a sultan, a president, a 
Speaker of the llouse of Representatives. Whatever it is and in what­
ever shape it comes, whether it be angel or devil, its peculia1·ity is that 
it exists and maintains itself and exercises its authority outside of and 
upon the people governed. Did space permit I should gladly summarize 
the work of this monstrous thing among the nations of the earth. His­
tory is replete with the story of the abuses. cruelties, and tyrannies of 
the fact called government. It is composed also of the ignorance, su­
perstition, and horrid profanation of the truth done in the name of 
government. It is composed of the inhumanity and cunning and mock 
religion which government bas practiced. It is composed of the in­
satiable ambition and gilded pretense and pampered obesity which llave 
been the most conspicuous signs of government. Government has killed 
one third of mank1nd, starved another third into specters. and reduced 
the remaining third to slavery. 

You tell me men in great office will not abuse the power given 
them because of the confidence reposed in them· and because of 
their great responsibility. One of the most dramatic struggles 
that has taken place in this House in years was the fight to 
take away from the former Speaker, l\fr. Cannon, the power 
which you claimed he abused; and when I came here I heard 
men who are now fighting for this bill and contending that there 
is no danger in giving the President's board of se\en power, 
according to Chairman Guss, to determine the welfare, pros­
perity and happiness of every man, woman, and child in the 
United States arguing for a rule adopted at that time taking 
away from the Speaker the right to appoint the committees, be­
cause they said such concentration of power was dangerous. 
"Consistency, thou art a jewel." Were you ·sincere when you 
claimed the former Speaker had abused his power and that such 
power would be dangerous in the hands of the present Speaker, 
or are you sincere now when you claim there is no danger of 
abuse of power by public officials? We had a fight quite re­
cently over the organization of a budget committee, and though 
I favored a budget committee, I opposed that organization be­
cause I believed too great a concenh·ation of power would ensue 
if the budget committee was to be composed of the chairmen of 
the different big committees of this House. I did not oppose it 
because of the personnel of the committee, but because of the 
concentration of power. The chairman of the great Ways and 
Means Committee would ha\e become the chairman of that 
budget committee. He knows my confidence in him and my 
love for him. He knows when I oppose him on any question I 
am following my judgment on a matter of principle and not my 
feeling. I hope he knows me well enough also to know that my 
confidence in his judgment and in his integrity and my affection 
for- him, great as .it is, does not lead me to follow him further 
than my judgment is convinced by the reasons he advances. I 
am sure that I have more real affection for one of the men who 
will become a member of the board proposed by this bill, should 
this bill become a law. more confidence in his judgment and 
integrity, than any man in this House has. I refer to the Sec­
retary of Agriculhll'e. But that ·does not take the deadly upas 
contained in this bill out of it nor lessen my fears for the per-

petuity of our free institutions should it become a law and · be 
accepted generally by the 25,000 banks of this country. 

. OUR FINANCIAL LEGISLATIO~ ALL ANTI-DEllOCRATIC. 

Mr. Chairman, in the light of the history of the financial leg­
islation we have had in this country, it occurs to me that we 
should proceed with the most extreme caution. Alexander 
Hamilton, one of the greatest of the men who figured in the 
founding of this Government, but not a Democrat, organized a 
national banking system by charterin~ what was known as the 
first Bank of the United States, in 1791. The charter ran for 
20 years. The question of extending it came up during Jeffer­
son's administration, in 1808. Gallatin, who was then Secre­
tary of the Treasury, recommended the extension of the chnrter. 
Jefferson, the Democrat, opposed it, and the Congress backed 
him. In 1811, when the charfer actually expired, Congress, 
dominated by the same men who had served in Congress with 
Jefferson as President, refused to recharter the bank. 

The reasons Jefferson gave for refusing to extend the charter 
were that the bank bad a monopoly- that it should not have, a 
fa\oritism from the Go>ernment that it should not ha\e, and 
a concentration of power that should not exist. He favored 
the banks in the different States, and said the small banks were 
as little apt to abuse the power gi\en them as the gigantic cen­
tral bank, and when a little bank abused its power the effect 
was inconsequential, whereas when a giant central bank abused 
its power the effect was destructive and the di aster wide­
spread. What would Jefferson say about this bill, subject to 
every objection fuade to the United States Bank organized by 
Hamilton? 

The second bank was chartered· in 1816 during Uonroe's ad­
ministration, and its charter ran for 20 years, expiring during 
the administration of the immortal Jackson1 the :-:econd great 
Democrat His refusal to allow it to be rechartered is a part 
of the reaUy great history of this country. The power of the 
bank was such, with $55,000,000 capital, that it influenced the 
House of Representatives and the Sei:;iate of the Uniteq States, 
and was claimed to be able to make and unmake Presidents­
but not such Presidents as Jackson. Only God and the people 

-can make one of his heroic mold. It succeeded in forcing 
through the House and the Senate a bill rechartering it, and 
with a less determined, patriotic, and heroic man in the White 
House it would, with its great power, have forced Executive 
approval. -

J' ACKSON SAID "DO NOT TRANSFER POWER FROll THE BANK TO THE 
EXECUTIVE." 

Jackson said, in a paper on the refusal of the- bank charter 
read to his Cabinet: 

In riddmg the country of an irresponsible power which bas at­
tempted to control the Government, care must be taken not to unite this 
same power w!.tb the executive branch. To give a President the control 
over the currency and the power over individuals now possessed by the 
bank of the United States, even with the material difference that be is 
responsible to the people, would be as objectionable and as dangerous as 
to leave it as it is. 

NATURAL AND PROPER BANKING KIT .. LED BY LAW. 

The second United States Bank did not control the entire bank­
ing interests of the country as this bill seeks to do, nor did it 
have the monopoly of the note issue, as this bill gives to the 
reserv.e board. Its power did not compare with the power given 
to the President and his board by this bill. The Suffolk Bank 
of New England, organized in 1824, issued notes redeemable in 
gold and did the banking business of the New England States 
until 1866, when it was taxed out of existence in order to give 
place to the national-bank-note circulation; the bank at New 
Orleans, organized in 1842, had power to issue notes redeem­
able in gold and continued to do business with eT"ery note worth 
its face in gold until Gen. Butler captured New Orleans during 
the Civil War and took away the gold; the Bank of Indiana, 
with the note-issuing privilege, as stable a financial institu­
tion as the country bad, answered every demand of that de\el­
oping State until taxed out of existence in 1866 to give place 
to national-bank-note circulation; the Bank of Missouri, the 
Bank of Iowa, and the Bank of Kentucky were all great bank­
ing institutions that stood during Democratic administrations 
as the bulwark of the greatest progress and greatest and most 
uniform development of this country from 183G to the Civil 
War. These banks were redeeming their notes at their face yalue 
in gold till taxed out of existence in 1866, when greenbacks of 
the United States were depreci::ited and Confederate money was 
valueless. These institutions are proof positive of the sound­
ness, safety, and common sense of a rightly operated bnuking 
system with the note-issuing function, and they were allowed to 
live while Democracy ruled. 

Had this GoT"ernment maintained the banks scattered tbro110'h­
out the country, left tbem the right of note issue, bnt reqnirecl 
a uniform note prepared by the Government to avoid counter-
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feiting, subjected them to Government inspection, nnd required 
them to come to a safe standard of sound and eonservati1e 
banking, the financial history of this country would ha>e beeu 
yery different from what it is; but in 1863 the Goyernment, con­
trolled by the Republicans, passed a national banking act 
which- gaYe to organized national banks the exclusive right to 
issue notes on United States bonds. This was done for the pur­
pose of forcing a market for Government bonds at an exagger­
ated price. It would not be difficult to figure the amount of 
:fictitious value created by this iniquitous legislation, but the 
extent to which it has burdened our industries, kept back our 
deYelopment, and destroyed our institutions could not be esti­
mated. 

This privilege of issuing notes on the pond , howeyer, did not 
immediately give as ready a market for them as those re­
sponsible for the scheme desired, and in 1866 they taxed all 
other bank-note issues out of existence. This legislation was 
for the purpose of forcing national-bank-note circulation, and 
was as damnable and far-reaching in its effect as legislation 
usuaJly is which is desi!!Il.ed to force values, grant privileges, or 
stimulate industries. It was a flt companion for the protective 
tariff and other similar legislation indulged in by the party that 
was in power at that time. This national-bank act based the 
circulating medium created by it on the Government debt. If 
we ha>e year of peace, development, and prosperity, during 
which our debt is not jncreased, our circulating medium stands 
still. Should we pay off part of our national debt our circula­
tion is decreased; if we have war or other trials, increasing 
our national debt, our circulating medium increases. The ex:­
pansion or contraction of our circulating medium under tbe 
pre ent law bears no relation whatever to our commerci:J.l or 
industrial needs or our increase in wealth. The Republicans, 
even, hn.>e grown ashamed of this statutory iniquity, the Demo­
crats have always protested against it, and each party in its 
platfo'rm of last year denounced the ~resent financial system as 
inadequate and demanded currency revision. 

WHY NO'.C LEGISLATE PROPE&LY RATH:ER THA:N' HURRIEDLY? 

The whole country is aroused at last to the enormities of the 
present system, and Congress, in obedience to that popular de­
mand, has to legislate. Will yon try to ~cuse yourselves or 
claim yon have obeyed that demand by al1owing this bill to be 

nacted? I had rather endtue for a while the bad system ~ve 
have, the iniquities of which we understand, than to usher in 
this Trojan horse, loaded with we know not what, and haye to 
go through y~ars of struggle and suffering before we under­
stand its evils. The people of this country are entitled to 
banking and currency legislation that will be permanent, answer 
automatically the demands of- commerce, be re ponsive to the 
strains of business, not subject to the control of any individual 
or board,. safe from the domination of any coterie of financiers, 
·and giving to the people and to trade the most mobile, inexpen­
sive, elastic, safe, sound, and stable currency system that it is ' 
possible for the combined wisdom and courage of this Congress 
to work out; and they :ire entitled to it as soon as it can be 
worked out, but they do not want a measly makeshift, and there 
is no such hurry and pressure as to justify putting on the stat­
ute books any half-baked and imperfect legislation. 

1Ve can save more time to the people of this country, their 
inclustrinl interests, and the future of the Nation by taking 
the .necessary time to clo this thing right, examine this spec­
tacular monst~r inside and out, through and through, than we.. 
can by hurriedly putting through this legislation, which has 
been shoved inside the walls of the Democratic majority with­
out them lmowing the fatal possibilities lurking in its body. 
This piece of legislation is before this House for action willi 
the Democrats pledged to pass it; but it is no more understood 
by this House nor by the Democratic Members of this House 
than the historic horse was by the Trojans, and should the 
b:mks refuse to accept it and thereby retire the $750,000,000 
in bank-note c:rculation we now ha>e, it will prove as dis­
astrous to the industries of this country as the Trojan monster 
pro1ed to the people of Troy. Mr. BULKLEY says this is an 
emergency system. We want and we ought to have a. perma­
nent system. 'Why should we not inaugurate a lasting system 
now, a system not dependent on the will or caprice of a Presi­
dent or a board? 

THE ALL-PERVASIVE POWEU OF TH.E PRESIDEX'.C UN'DER. THIS IDLL, 

This bill provides a board of seven, appointed directly by the 
President, subject, of course. like the Cabinet, to the President's 
will, which board has discretionary control over the 12. regional 
banks. The capital of these regional banks is to consist ef one­
:fifth of the capital of the respective banks of their districts, 
together with 5 per cent of the deposits of these banks. The 
board has the exclusive power of note issue to the reserve banks, 

the po'\\er to cancel the membership of any member bank at dis­
cretion, the power to accept or- reject the security or any part 
o:( the· security offered by the banks, and the power to fix tho 
discount rate, with the accompanying power to increase or con­
tract the circulating medium of the country at wiU. Summ::i..rize 
these powers, and you will find that uower centered in this 
board, which Chairman GLAss said "could determine the wel­
fare, happiness, and prosperity of every man, woman, and 
child in the United States," and majority lead2r UNDERWOOD 
declared "remlved itself into faith in the President's board, the 
whole question being whether the board was angel or devil." 

The amount of capital subject to the direct control of this 
board, should all the national banks come into the cheme. would 
be 20 per cent of the capital of the banks, or $206,GOO,OOO, plus 
5 per cent of the deposits, or $201,250,000, mah."'ing a totai of 
$4DT,850,000, together with a. dominating influence over the en­
tire national banking interests of the country, composed or 
capital, surplus, and deposits amounting to $7,70 ,000.000. 
Should the State and pri1ate banking. interests come into the 
scheme, it would put under the direct control of the board ad­
ditional capital amounting to $200,400,000, being one-fifth of 
the capital of such State and private banks, plus 5 per cent of 
their deposits, amounting to $254,450,000 more, aggregating 
under their direct control from State and private banks $4G3,-
850,000, and giving them a dominating influence over the en­
tire wealth affected by the State and private banking intere ts, 
amounting in capital, surplus and profits to $7,00fJ,000,000. Jack­
son said Biddle's bank, with a capital of only $55,000,000, had 
attempted to control government and ' possessed a power over 
individuals that should not be intrusted Hen to the Executive, 
though he was directly responsible to the people.'' 

If that central bank · was a menace because of the enormous 
power it po essed oyer individuals, the interests and the com­
merce of this country, with a capital of fifty-five million . with 
no control over the general banldng interests of the counb.·y ex­
cept as given it l>y its capital, with no in ight into the inner­
most workings of each and e>ery banking concern in the coun­
try such as this board will have, with no monopoly of note 
issue such as is given to the board by this bill, what think you 
of gi.Ying into the hands of this board the absolute control of 
$961,000,000, together with a dominatin.,.. influence over the en­
tire capital and surplus and deposits of the banking interests 
of this country, amounting to $14.907,000,000? Not .only that, 
besides putting into the hands of the President and his board a 
power infinitely greater than a central bank would have, the 
President has combined with this the political power given him 
by that great office which is now a dominating influence thnt 
most Federa.l officials stand in abject awe of. He appoints the 
members of the Cabinet, has the right to call for their resigna­
tions at 'vill, and controls the general policy of each department 
of the Go>ernment. Combine this with a controlling partner­
ship with the entire banking interests of the country and you 
have the President controlling the political and financial inter­
ests, and under this bill his board operates in partnership with 
the bankers. He has to have their cooperation before this bill 
can become effective, and the bunks must have his cooperation 
after they enter the scheme before their business can be 
profitable. Necessity makes them act together. Where will the 
people come in? We are told to ask no questions; have faith, 
simple faith. Who usually gets a hearing, the mun on the 
ground or the trusting man? Who has been favored in· this 
Goyern.ment, the principal business of which for the last 50 
years ha.s been granting fa>ors to those who were sufficiently 
close, powerful, and persistent to ·get what they wanted? Has 
it been the people with faith? Is it faith or "eternal vigilance" 
that insures us "life, liberty, and justice"? Jackson said to 
gi>e the President control oYer the currency and the power at 
that time possessed by the bank of the United States over indi­
viduals would be as objectionable and as dangerous a::i to leave 
it as it was, but here i8 a proposition to concentrate a power 
in the Executive infinitely greater than was dreamed of by 
President Jackson when he made that statement. Jefferson said 
he had an abiding faith. in the common judgment of_ mankind 
and full confidence in their \Oice when honestly and freely ex­
pressed. Think you that the people of· this country would 
freely express themselves at the ballot box in the face of such 
power as this concentrated in the hands of the President? If 
they did, they would do something this House has not done .and 
will not do when the administration steps in with its present 
power, but combine with this the power which is given by this 
bill, according to l\fr. GLASS and l\Ir. UNDERWOOD, and you have 
enormously reduced the possibilities of a free expression of the 
Congress or of the people. 

It may be argued that all the banks will not come into this 
scheme, and therefore the wealth subject to the President's 
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board will not be as gTent as I have stnted; but if they a., not 
come in the scheme is only an irridescent dream, and the busi­
ness of tbe country and the administration is at their mercy. 
If part come in :rncl part stay out, it is not a national financial 
system. but a mess that gi-res us a nntional system in part and 
n pri-rnte sy tern in part. The whole argument for this sch('me 
is the necessity for elasticity in the currency and taking the 
dominnting control of the finances away from Wall Street and 
the 1\loney Tn1"t. If the bulk of the financial interests of the 
country does not come into this scheme, the domination of Wall 
Street is not broken. general elasticity of the currency is not 
obtnined. and the bill is worthless. If they do come in. the 
partnership is established between the Presidency of the UTl.ited 
States and the banking interests of this country, a~d when once 
the partnership is established they are bound to act together. 
Then, with the great financiers acting with the President, wllere 
are we? There is l'l partnership fqrmed that must be regarded 
by each-a power in the President's board, Mr. GLAss says. to 
affect the interest of e-rery man, woman. and child in the United 
States: a power, Mr. UNDERWOOD says, which makes the whole 
que tion whether the board be angel or denl. With such power 
in the President and bis board. is this a free people and n free 
country? When a board appointed by any one man his dh;;cre­
tionary power to ueterrnine the welfare of eYery man, woman. 
and child in the country, have we liberty? Is this a free pe0ple 
and independent when subject to a board which menus weal or 
woe as it is angel or devil? The proponents of this measure 
assure us that the President will not abuse this power, bnt I 
tell you this is not a free country when its citizens are subject 
to any man's will. No man is a free man, no nation is a free 
nation, and no people is a free people which is subject to the 
will or caprice of :my living· mortal or bunch of mortals. This 
would not be chattel slaYery, where men and women are put on 
the auction block and sold, but it would be industrial slavery, 
in which the welfare of the people would be subject to the Presi­
dent's board, a worse kind of slavery, said Horace Greeley, 
than chattel slavery. I am glad it was not left for me to say 
bow absolute and far-renching the power given by this bill to 
the President's board would be. I am glad the administration's 
agent in this House, Mr. GLASS, said it; I am glad the great 
leader of the majority, l\1r. UNDERWOOD, said it. You. the pro­
ponents of this measure, can not answer by saying this power 
bas got to be lodged somewhere, that it is now lodged in Wall 
Street, and that we are commanded by our platform to take it 
a way from there ; and then, in feigned obedience to that com­
m:rnd, excuse yourselves by claiming that you ham moved it to 
Wa bington and pat it into the bands of the President and his 
board. We are commanded by the platform to obtain bauking 
and currency accommodations on terms of absolute security to 
the public and under complete protection from the misusn of 
power. What protection have we here from the misu~& of 
power? Faith, faith, faith; faith in man, fallible man, swept 
by nil the pnssions, prejudices. and ambitions, mental misgiv­
ings, short-sightedne_s, and misconceptions of man. You may 
have such faith and confidence in the present Executive that 
you are wiliing to put such power in his bands, with an abso­
lute faith that be will never abuse nor misuse it; bat he is not 
always to be President; bis term or terms will expire; and even 
sllould he prove to be such a beneficent and wise President ns to 
induce you to abandon the platform and keep him two terms, or 
eYen sweep all precedent aside and continue him in office for 
life. be will not live always, and we hope this Republic will 
endure. 
THE ATTRACTIVEXESS OF THFl PRESIDEXCY TO GREAT BAKKIXG IXTERESTS. 

When be is gone the control of this board becomes the greatest 
prize to the financin l interests of this country ever held" up to 
an interest such as the bnnking interest to be fought for; and it 
does not menn the same to one who would administer it 
honestly and rightfully as to one who would make it serve his 
personal ambition and private ends to the utmost. To the one 
it carries with it the honor and the salary; to the other it 
carries with it wbate-rer his ingenuity c:m make of it. The 
race for it is not equal, nor the reward the same. A prize is 
the same only when it is of equal vnlue to the different oppo­
nent when obtained. This pince becomes to the one a prize 
inestimable. while to the other its limits are fixed. In the 
formation of this Government we hedged our Executive about 
by law. He had certnin functions to perform with1n a given 
sphere: he was bound by lnw as other officials. Oar legislative 
and judicial branches were nlso hedged about by lflw. limited 
to a giYen sphere. but this bill proposes to break down the 
barriers, giYes the financial initiatiYe to the President's boai~d. 
anrl em1bles it. dir'f'ctly or indirectl .. to hold the reins over the 
legi lative and judical branches ulso. 

THE DRAIN ON THE INDUSTRIES I~ 'THE COUNTRY. 

The administration bill forces all national banks to come into 
the system and subscribe one-fifth of their capital stock. paying 
in half of it immediately with the other half subject to call . 
It allows banks 5 per cent cumulatiYe dividend on the capital 
paid in, and an interest in 40 per cent of what the re ene bank 
makes over and above the 5 per cent on the paid-in capital in 
proportion to their average annual balances with the bnnk. 
This requirement that the bank subscrib~ one-fifth of its capital 
and pay one-half of it into the Federal reserve bank .a thousand 
miles from home does not weaken or impair the capital of the 
bank, but the community loses the capital and the bnnk will be 
compelled to withdraw exactly that amount from the business 
of that community and send it as a reserve to the regional 
reserve bank. · The community will suffer the loss, and where 
industries are already suff~ring from lack of capital to de,·eJop 
their resources there will- be a calamity. This bill collects a 
reserve by diverting capital from sections now starving for 
more and profitably utilizing every cent they · ha-re. and you · 
console us by telling us we can come 'to this reserrnir and 
borr9w it back provided our industries successfully stand the 
shock of. having one-tenth its capital drawn off and can convince 
the President's board that our securities are better and our -
needs greater than other sections that are clamoring to have 
their paper discounted. 

EXEMPTION OF BANKS FROM TAX.ATIO~. 

This bill exempts -the capital of the regional reserve banks 
from municipal. comity, State. ·and national taxes. The schools, 
the eleemosynary institutions, the local government are we-ak­
ened in the exact proportion this capital bears to the wealth 
of the community. The requirement that the reserYe be kept 
with the resene bank or in its own vaults cuts small banks off 
from correspondents which have heretofore, because of recin­
rocal relations, accommodated the small banks throughout the 
country and in a way thoroughly satisfactory to the small 
~nka • 

This bill is not in answer to any complaint from the small 
banker that be bas not been properly treated by his corTe-· 
spondent banks. He makes no charge against them. His com­
plaint is against the banking and currency laws thnt mnke 
rigid and inelasti~ oar currency, prohibit it from responaing to 
trade demand, and concentrate funds in central reser-re cities. 
He is satisffed with the treatment he gets at present from bis 
correspondent banks. Tlil.ey evidently answer his . demands. 
Will your regional resene bank do more than answer bis de­
mands in a way satisfactory to hi.in? His present correspond­
ents answer his demands without taking away from him con-. 
trol of one-fifth of his capital and taking away from him one­
tenth of bis capital in cash. What the small banker lacks is 
capital, and what the community he serves lacks is capital, and 
you propose to benefit them by hitting them in the weak place. 
In ~is bill you are following the doch·ine practiced by this 
Government for 50 years. 

To him that hath shall be given, and be shall have in abundance, 
while from him that hath not shall be taken away even that whlch he 
hath. • 

REFUNDING 2 PER CENT BO 'DS INTO 3 PER CENT. 

The concentration of power-unlimited power-in the Presi­
dent's board is not the only bad feature of this bill. It pro­
poses to refund $750.000.000 of 2 per cent 20-year bonds into 3 
per cents. This change will cost the people of the United States 
1 per cent mor~ on the bonds. and they lose the one-half of 1 
per cent on the bank-note circulation, which makes this transac­
tion cost them H per cent annually until the bonds are paid 
off-20 years at least. It amounts to $11,250,000 annually, or 
$225,000,000 in 20 years, nearly a third of that bonded debt. 
The whole interest on those bonds could be and ought to be 
saved to the people of the United States by the use of a little 
backbone, common everyday horse sense, and a pencil. The 
Gm·ernment at present guarantees the bank-note circulation, 
holds the bonds owned by the banks to secure the Government 
for circulating the bank notes. The Go-rernment owes the banks 
the amount of the bonds. The bank owes the Government the 
amount of the bank notes, or is bound to call them in and pay 
them off before it is entitled to its bond placed with the Treas­
ury to secure the Government against the note circulation. 
'.rbe Government pays the bank 2 per cent on the bond; the 
bank pays the Government one-half of 1 per cent on the note 
circulation. The Go•ernment could, by agreement with the 
banks, assume complete liability for the note circul:ition, which 
amounts to the face value of the bonds, and cancel the bonds, 
carry a sufficient redemption fund in the Treasury to secure 
the note circulation, just as it does to-day for the $~46.000.000 
greenbacks outstnndiug, and retire those bank notes ns they 
find it to the public interest. But this bill, instead of doing a 
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sensible thing like that, ·ref_unds the ·2 :per cent :bonds into 3 per ubject t-0 lits nutoerati-c disc1~fion. Through these reserve 
eent :bonds. If you •would do :the -economical, ·simJ)le, and wise iilgents au paper 'has to be presented for rediscount and ill 
thing I ha:ve just sugge:sted, the Government could retire these issuances .of notes made. You ha'le 12 ·cl€r.ks in these regional 
;bank notes at ·will .as it had the ~ds, and in 'such :a way .as not :reserve agents working at 12 respectirn windows of an immense 
to disturb currency c.onditions at a1L That would not iadd to · insti:tutJion presided over ·by 7 men who are subject to the will 
::nor take from the circu-lating -medium one cent. Any individ- of the President. Forgan Eays that is practically a central bank, 
111al auerating Jiis -own business -would at onc.e tnke adva-ntage of and it iis a rcentral bank so interlocked with the politics of the 
an oppartun.ity like that to ·simplify -and economize his 'a:ffairs. country if.hat not only the banking busines and the finances vf 

~Tow, anotheT propo ·ition, :and 1 :bope if I .get to the end of my fill.e country will be .controlled by it, but ithe politic of the coun­
:time before I get to the end ·of my pairagr:.:i.phs, ,either Democrats try will :be ·controlled by it. And now back o the control of 
·or Repub'lieans-one-Will ;grre me time to finish. [Laughter.] this centtaJ bunk-: 

'il'he CHALRMAN. The -;time of the gentleman from 'l'exas This bill requires the est:abUShment of 12 regional resen·e 
:.ha 1exph:ed. bfillks of not le s than '$5;000,000 eaeh before busines can begin. 

Mr. CALLAWAY. l bope the gentleman from Virginia will I !have shown that the P.r.esident is helple s when the 1nw i ·on 
give me fiye .minutes .more. the ·st'Utu:te books 'Uilless the baaks eome in with the required 

MT. GLASS. il haTe [}O .more time. capital. A few big banks in New York, Chicago, Boston, Pbila-
1\Ir. CALLAWAY. 'Will the gentleman from California give delphia, St. Loui , New Orleans,, and San Francisco can stay 

me :fiTe JDJinute ? the organization of rthe 12 :regional Tesene lbank and force the 
!\fr. .MURDOCK. H11s not ·the gentleman from .Minnesota President to grant uch concessions ru; they d mn.nd, becnu e 

1[Mr. ~ IITE] got same time? the Tequired capital is not subscribed and n -not be had with-
Mr. RAYES. I will iyield fi~e mlnutes to the gentlema fr-Om -out these big bank ·come in. They can mrrne the f.onr memb rs 

·Texas. of the boal'd, -w.hieh 1le must acee:pt or his scheme dies. These 
The CIIAIR:\IAN. The -gent!lema from ':Dex:as [Mr. "CALLA- ·are :pos£ibiliti.es. The Money Trust c: ·1 t.nJre '3.d>ant-uge of the 

WAY] ls Tecognized for ,frre minutes mo:re. !POssibilities for their own interest if they ee fit. You can 
l\Ir. CALLA WAY. It is a bad way "°here a Democrat has to safely count tCm the bankers uot overlooking anything that is to 

get time from n Repnblicrrn to discuss a meas11re that is un- their interest. nnd you •Ought not .to donbt they wHl take nd-
Democratic. [Applause on the Republican side.] ·rnntage -0f all J.)ossibilities. 

THE A.DMINIST1uxioN .P.nosntMCE .BEFORE THE :BM-KING .INTERESTS. These :are some of the ·dang ·s in 1hi-s ill as ;r see them. I 
If y0t1 w uld mn.ke that protision with reference to the lbruik- run-e called ,:r;eur utten:tion to them, ha~e done my duty o n:ry 

note ·circulation -you would remoye one of the emb:urassing iPeople and :my country 11s God has gh·eil rue to ee it. U sus­
r..rop.ositfons that subjects ~ou absolutely to tthe wi11 <Qf the tnined 1Jy my constituents for daring to e:xpi·ess my hrun~st con­
'.bankers. Bhoul the banks fail or refuse to come intg the Tictions, I shall be gratefuJ and ~py. ILoud applause.] 
'Scheme, surrender their charters, and thereby stop the $750,- l\I.r. GLA.SS.. lli. ·Chairman, .I yield 30 minutes to the gentl:e-
000:000 -of bunk-note circulation, contract t!he circulation -that man from Texn.s [.MT. lIAIIDY] . 
much ~ou and your majestie system would go up Salt Ri>er Mr. HARDY. Mr. Chairman 1t11d gentlemen of the committee, 
together. In this bill you are dependent on the bankers with I can -not -understand the workings of the :mind of my colleague 
!Whom you propo e to enter 'into a partnership business. You [Mr. CAII.LAWAY] who has just addre~se.d you. He bitterly com­
$l'e going t-o force them into the partnership or force them out .plains that he h~s not iime to dise.uss the merits of his own 
.nf the nationa1 bankJ.ug system, and should they go out the p1a.n n.nd -demerits t0f this bill, :and then be tnke .:fiTe-si:x:ths 
er.ash comes. There are 17,000 State :ind p-rivate banks rund of his time in discus~ing, not the me:rsuxe, but extrnneon mat­
·only .about 7.t'300 national banks. State and private banking t&s, into wruch I -snail not go, becaru;e th y do not concern me. 
seems ito .be more papular thari naticmal banking undeT the pres- l mn concerned only in the mertts .or demerits of this bill . 
.ent -system. It does not therefore seem impl'obable •that :national In a.no-:ther way I can not understand the operntion f my 
ban'ks would surrender their chart rs as national banks and colleague's mind, beeau e in the time that he did devote to the 
ttake out prh"ute charters unless they get such 'Concessions in diseussion of the bill he begun by rt:rying to show that it is a 
lb.is partner hip ius they desire. They harve certninly got the Go.Ternment tya.·:umy of the most outra'"eous sort o"V-er the 

• :fast say. -Suppose this mea-sure, so -Oear to the heart of the ·banks of the country .unrl 1Il the last half of hi last !few sen­
Pi·e ident, ·shoul(} -pa this Hemse, go to the Senate. and they tences on the bill he declared that it would be a tyranny f 
should pass it ana. the President appTove it. It is then il. -s,plen- the banks, w'ho would have a throttle hold on the Government 
did .paper sy tern, '.vithout a tfollm· wii'.h which to operate 'it and of tile Colfiltry. [!Langht.er and npplan-se.] 
no power to get n <lo1Jnr except the bird in wnose .vresen<!e the I do not know which 'he fears most 'Under :this !bill, Go>E>Tn· 
fowler ha ~p~d his net ..,ee ·fit to come in and furntsb the meat oppresSion of the banks or bank op{>re sion of the Gov­
capital on the terms you ha Ye made to bim. Has not the b:mker, ernment. Ur. Chairman, I am ·as great a belie>er in personal 
i;hen, got the Pre ident ·and llis sy~ tern a.t his mercy! Can not freedom and in indinduali m ns the gentleman £rom Tex.as or 
they say to him," Yon can not 'baYe a dolla.rlll11ess you appoint the gentleman from Georgia [M:r. HARDWICK]. I belie-ve so 
the four men U'e will name for yo.u "? T.hat is a possiDility greatly in indivi4ualism and personal liberty that J: believe it 
<Uilder this y.st:em. .and in my judgment a probability. is our duty to preserve the greatest IJOssib1e amount of freedom 

Not only can they -do -that befo11e tlley com~ in, but they can -of personal action and conduct and to promote individualism 
<Irnw out .at any time afterwards sbould they fail to get uch as the Tery highest type of citizenship; but I know that in order 
concessions ·as they want and wr.ecfu: the system, because it is to secure -soch freedom and :ind1Y'iduali m <rrery man must ~ur­
·wholly ·de:pendeE t on the ba:nks furnishing the ·capital. If N e.w render to society just so much vf iit -as will -enable him to preserve 
York ha-s the dorllinn.tin.g influence in the hanking '"';orld that is the remamder of it. Much must be surrendered in order to pre­
claimed for it. controlling by interlocking directorates Rnd o.tbPr ser>e much. By refusing to surrender some of our liberty, 
-0.eyjces one-sixth of the wealth of this country, $22,-000;-000.000- our privil-ege, our individualism, we· mny lo e it all. 1P1ace no 
:mnd I do not at all -question the claim-ha•e not the New York shackles, no d.'estraints on banking; :gke banks entire liberty, 
bankers got the President at their mercy when you have ;pa ed and they will end by enslaving goYernment and commerce. 
thi bHl? He pr.epu:red this bill, _pushed it thraugh the .commit- Where to draw the line between -absolute unre traint .and cum­
tee, through the caucus, and through the House. Should he -get plete GOT-ernment control in order to secure th t which is be t 
-it through the Senute, and .then the bankers sh<mld balk him in for a nation is th-e great problem for statesmen in -questions 
rPUtting it into operntion, do you not think under sud.l cire:um- 'Of banking as it tis in all othe.r matters . 
. stances it :\.Youl<l b haTd fo-r the President to refuse to aceede Now, I want to say just one-word in ::rn wer to the ~entlem:m 
to the .recommendntians o-f those who will have to put up the :firom Iowa, Judge PROUTY. His authorities a1,e an ·good, nnd 
capital in the appointment of the boM'd? he cites many of them, which a'll how that confiscation, taking 

TIIE MOI\EY TRUST LEG.ALlZED Alm DEIFIBn. property without compensation filld without due process of Jaw, 

The big banking interests hav.e ne\er at any time ·opposed is unconstitutional. 1Iihe trouble with that argument is that 
this om in :its entirety They ha Ye n.s1rnd for <Changes iiil it here there is no such tlung don.e or contemplat d by thi-s bill. This 
and there, but the geneml policy of the b'ill 'has suit~d them. bill will dissoJ>e the present natiomrl bank , unless they nccept 
Mr. J ames B. F-organ said before the Senate .committee that its terms, which they are free to do or not to do. The law 
this bi'll could 'be made. by a few changes not affecting the under which our nati-onn1 banks "\\'ere .created resernm the 
-principle of the biJJ at al1, thoroughly satisfactory to them. He right in the (Jo>ernment to dissolve them-the right -ab olute 
-said 12 .bnnks did not uit them as well as I, nor ·7 as well .as 5, and nnconditiona~. To dissolre them, therefore, is not con-
a:ior 5 as well as 1; but since you ha(: in ti( bill the control of liscilion. 
'Bl1 of them in :a central bcmrd you had practically a central Now, let me give an illustration: Suppose the gentleman from 
bUD.k. You :have 12 banks :under 'One control each ,o'f the iL2 Iowa and I make a contract, in which we agree that at any 
regional resene agents directly appointed by this board and time either may terminate it. I come to him and I say; "I am 
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going to terminate our contract, but if you will accept certain 
alterations in it we will let it run another year." Is there 
any confiscation in that? That is all there is in this question 
o:f law, so learnedly presented by the gentleman. 

I have said this much by way of brief answer to criticisms. 
I wish now to discuss the bill itself. 

Mr. Chairman, the pending bill, when its structure and pur­
poses are fuJly understood, will be found a startling departure 
from anything we have ever had in bahking legislation in the 
United States. It violates many ancient precepts· -0f supposed 
political wisdom. It ignores the protest of those who on all 
occasions hasten to warn us against paternalism; of those who 
insist that the Go•ernment should kf'..ep out of the banking busi-. 
ness; of those who insist that the only pToper function of gov­
ernment is to prevent crime and preserve property, meaning 
thereby to limit the definition of crime to such crude acts and 
deeds as assault, and murder and rape and robbery; and to 
limit the preservation of property to preventing the invasion of 
one's home, the taking by violence of one's personal property 
and the like. To prevent wrongs and preserve rights, both per­
sonal and property, is a great part of the proper purpose of gov­
ernment and just law, but the refinements and developments of 
modern civilization have taught us that our former narrow con­
ceptions of the scope and functions of government must give 
way to broader views and higher .e.stimates of the powers and 
duties of the State. We know now that murder may be com­
mitted by other means than the bludgeon OT the dagger, and rob­
bery by other persons than the highwayman, and that our homes 
and property may be taken away from us by other methods than 
violent ones. Therefore, we haV'e entered the mill and the fac­
tory and the cities with laws to demand and insure the healthy 
home and workshop of the poor, the safe housing of the well to 
do, and sound and healthful food for all. We have said to the 
hotel builder, "In doing what you will with your own you must 
not build fire traps," and to the food vender, "You must not sell 
poison or tHinted food." We have found that not the poor alone 
but the well to do need to be protected from the wiles and 
schemes and operations of the crafty, the greedy, and the strong, 
and so we have passed laws to prevent combinations and monop­
olies, laws that seemingly or perhaps really deny the freedom of 
contract, that fix hours of labor, that protect childhood and 
womanhood and even manhood against the strong and selfish 
who would oppress the helpless by lawful, because not hereto­
fore prohibited. means beyond the power of endurance. 

We have found there are other kinds of slavery than that wit­
nessed by iron chains. We have begun to seek to lessen indus­
trial slavery ; we have gone even further than mere prevention 
of wrong, in thls broader sense. and concluded that there is a 
wide scope for law and governmental activity outside of mere 
prevention of wrong perpetrated by the strong against the weak, 
and we are building schools and hospitals and giving aid in a 
thousand ways to help the weak and build up the fee}}le, but 
wherever we do, or try to do, any of these things for the better­
ment of the great masses we are met by the loud protest of fixed 
wrong and intrenched privilege. At least we are denounced as 
paternalistic and socialistic. Generally the cry is we are de­
stroying vested rights. we are confiscating private property. l 
shall not discuss these questions except to say there is no vested 
right in wrong. That if this bill be paternalistic, the English­
spenking peoples have neve-r refused to adopt just such pater­
nalistic laws when self-preser.ation or even the undoubted gen­
eral welfare demanded; their wise purpose always being to pre­
serve the greatest amount of individualism collilistent with the 
highest good for the whole people, and to say further that there 
is no touch or taint of confiscation in the measuTe. 

I grant that this bill does put the Government into tb£ bank­
ing business. I shall try to give the reasons why I think the 
Government ought to go or ought to be in the banking business 
to the extent it is put thera by this bill. What is a bank? A 
bank creates nothing. Banlu.i keep th-e money and accounts of 
people who do create and help them deal with each other in their 
commodities. Banks have capital stock, which is money 01: 
property the banker has earned before he organizes his bank, 
and this p.ractically is the pledge be puts ap for the safe-keeping 
of other people's money. This is the national or State bank as 
we now have it and understand it. 

But before the State took hold of the matter and authorized 
a bank charter there was no capital stock. Indeed. there is 
nothing now to prevent any man from building him a house 
with a vault in it and saying t() all men, "Bring me your 
money and I will keep it for you and pay it out on your order 
or pay it back to you on demand." This was what was done 
by the first bankers. Such men were simply trustees of their 
depositors. There was nothing to prevent such a man from 
recehing money and giving a note for it and loaning money and 

taking a note for it. Centuri s :igo the bank • nd ban!rer 
proved themselves the finest de•elopment of comme ·ci<1l rnethocl . 
the best instrumentality of barter and trade, and of Jen.din~ and 
borrowing money; but oarrking developed something e"lse which 
I will try to i11ustrate. Let 100 men engage in gainful ind.u.s­
try, earning money. They barter and trade and lend and bor­
row among each other. They select one of their numl.rer to k ep 
their money and a.ccounts with each othe1~. It at once appears 
that the on~ man ean do this with great saving an<l con•enjenc.e 
to aJl At first, doubtless, they would pay him a fixed wage 
and themselves tak-e all the profits er interest paid by bM­
rower to lender. If a whole State were to do this, employ-ing 
their custodfan and bookkeeper to keep th.e money an<l account;:; 
of fts citizens, we would have a Government bnnli pure and 
simple. But I expect the 100 men would oon sny to thD man 
they had ~ected, "We do not care to look after tllis matter. 
We- will Iend you o'tIT money and you loan it out to others. You 
pay us a certain interest and keep tl}e money safely, loaning 
it safely for what you can get abo;e what you pay n ." In 
thls way a private bank might start. At least this is the .prin­
ciple npon which pri•ate banking rested-the free lY.:1nki11~ so 
loved and lauded in the past. No capital stock wns pledged to 
secure the deposit. Only the pe'rsonal word and honesty of the 
banker was the depositor's security. 

Now, in this little community of 100 men I have been talking 
about, the only man who added nothing of his· e.'lrnin-gs to the 
money in the bank was the elected or selected or self-constituted 
banker. But when that community was augmented to a thau­
sand men or se'l"eral thous:rnd men and the bank had been run­
ning for 1-0 or 20 years it frequentJy happened tlu1t the earning 
members of the communj ty had paid to their banker in interest 
enough more than the banker had paid to them to make the 
banker by far the richest rnn.n in the comrnunHy. There was 
nothing wrong in this. Tbe banker was wise, was honest, and 
effected a great saving to the other members of the community, 
and th.is was all fair and right so far. The free-banking advo­
C'ates will say: Since this was all right, why not -!£ave it at 
that? B.nt people found th.at sometimes the bnnker did not 
have good judgment, made bad loans, lgst their money., and 
was not able to pay back to his depos.itors, or he specnla.ted 
and lost their- money that way, or, as sometimes happened, he 
was dishonest and decamped between two suns with their 
money. Then people wanted something e-lse. Apparently they 
applied to the Government to help them, and I have yet to find 
the man with the hardihood to say they o.ught not to have done 
so. Then the Government went into paternalism and into the 
banking business so far as to pass bank-charter laws, to pro­
vide fo.r bank stock companies, the stock to be paid in by sub­
scribers and to be held as pledge for the security of the deposi­
tors, and the law pla-ced -Officers in charge of the bank and in 
custody of the assets of the bank subject to special pains and 
penalties for neglect of duty or for corrupt or dishonest acts; 
and then the paternal Gon~rnment got very particular and ha.d 
inspectors visit the banks, and did a great many other things in 
the interest of the public. 

Now, under the extreme ideas of the gentleman from Georgia 
[Mr. HAR:owrcK], what had the Government to do with all this 
matter of safeguarding stockholder and depositor and the public 
generally? But banks, corporate creatures of the State. were 
still allewed great latitude, and- we had in this country an era 
of wildcat bunking, with thousands of bank notes iss ed. Other 
countries had the same, but we seem t9 have outstripped all 
others in the last century in. the wildness of ou·r wildcat ban.ks. 
During all this time there were good hanks and good bunkers, 
but for a while they seemed the exception and not the rule. 

In my opinion it was a good tbing that carue out of the W::rr 
between the States, that war necess-ities ca.used the Federal 
Government to drive all irresponsible bank notes, together with ~ 
some good ones, out of cµeulation by taxation and to permit no 
bank notes to be issued except such as were as good a.s the Gov­
ernment itself-notes based on the bonds of the Government. 
For that ti.me that was perha.ps the best law they could have 
passed_ The same law threw its paternal care also very strongly 
about the depositors. It made stockholders in the bank subject 
to double liability for the debts of the bank, and provided peri­
odical Government inspection of the books and condition of the 
bank, and assumed the right, without due process of law, to 
take charge of. rotten banks. The Government went further into 
paternalism and into the banking business by, from time to time, 
going to the relief of banks when a crash or crisis impended and 
placing millions of dollars of its o"\-vn in their _vaults; but this 
act of paternalism banks and bankers have not complained of, 
sinee it gave them great benefit and brought nothing to the 
Government. And then we prepared to go into paternalhm1 and 
into the banking business still further by passing the Aldrich· 
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Vreeland emergency currency. measure, by which ·we proposed, 
if a panic threatened, to help the whole people, and especially 
the banks, by issuing and delivering to the banks five hundred 
millions of authorized notes on certain· collateral they might be 
unable to realize on elsewhere, in order to enable them to meet 
their obligations and tide over emergencies; and this act of 
paternalism and socialism and going into the banking business 
was not objected to by the banks. And then we established 
postal savings banks, which would give safety to depositors 
when banks were not safe; and here the bankers did kick, since 
for the first time the banker was not to get all the benefit from 
the Government's banking activities. So that, 1\Ir. Chairman, 
the Government is already in the banking business up to its 
neck. [Applause.] We are already paternally trying in every 
way, at all times, to help the people and the banks through our 
currency and money handling activities, without pro.fit, but at 
some burden and some risk, perhaps, to the Government. Does it 
not seem late in the day to cry out against paternalism and the 
Government going into the banking business? Is it not all the 
cry of a selfish interest that is willing to ride on the back of 
the Government's horse, but unwilling to part with any of the 
pro.fits it derives from the people through the service rendered 
with the aid of the Government? 

But, Mr. Chairman, another phase of this question is that our 
Government is almost or perhaps quite the largest depositor in 
the world in banks. Its deposits have been practically hereto­
fore without interest, and it is practically never a borrower from 
the banks. We must deposit it unless we would lock up the 
great revenues of the Government in the Treasury vaults, tab..'i.ng 
it out of circulation. We do not want to do this, so we ought 
to deposit our money in the banks that it may enter the chan­
nels of trade and industry. If we deposit it, who hns more or 
as much interest in the banks as our Government. Ought these 
yast deposits be made without charge to the banks or profit to 
the Government? I say it with some diffidence, but it seems to 
me that a proper handling of the fiscal affairs of this stupen­
dous Government requires that it be interested in what should 
be the great banking system of· the United States. Any citizen 
or corporation having and handling such vast sums should take 
a very great interest in banking, and is the Government a faith­
ful servant of the people if having the means of rightly earning 
something, having 10 talents, it buries them in a napkin or 
turns them over to another for another's profit? 

But, Mr. Chairman, from another viewpoint, paternalistic, 
if you please, the question of the Government's participation or 
at least controlling supervision of banking seems more impor­
tant still. All the people a.re interested in having a banking 
system as nearly perfect as may be. The great revenues of the 
Government should not be locked up. Neither should the great 
banks be allowed to lock up their currency as they do in times 
of stress, because there is no coordination and cooperation be­
tween them. It happens under our present system that in times of 
stress the only money not locked up is the Government's money. 
In Germany the great national bank, the Reichsbank, practically 
controls the cash or currency of the Empire, but holds itself at 
all times ready to discount to any amount the prime paper of 
an.Y of the solvent banks of Germany, so that practically what 
cash the Reichsbank has each and every bank in Germany also 
has to the extent of its prime commercial paper, and in tfme of 
stress every bn.nk has a ready helper. Here in the United 
States, with a crisis emminent, no bank holds itself ready to 
aid another. Each bank is independent of every other, and is 
scurrying to and fro to get cash in its vaults. 

It is every man for himself and the devil take the hindmost. 
They all, and each of them, may in a vague way desire that 
other banks might not fail on account of the ultimate evil con­
sequences to the public and therefore to themselves, but that 
de ire is weak and remote in comparison with the desire to pro­
tect themselves individually and especially against immediate 
danger, and consequently has practically no effect upon their 
conduct. In the mad panic desire to escape from the burning 
building every man tramples and crushes every other man who 
may fall in his pathway. This condition will be greatly relieved, 
if not entirely removed, by this bill because it will provide each 
member bank with a source from which it can draw needed 
cash or currency by discounting its prime paper. It will render 
the prime paper of our banks equal to cash, just as it is in Ger­
many. I believe this system sh·onger and better than the Ger­
man Ileichsbank. Let me present another matter. I said 
a while ago that if one man as banker kept the money and a-C: 
counts for a thousand other men who were engaged in creative 
industry, earning money, that the banker by receiving deposits 
from some and loaning to others would perhaps in 10 or 20 
years become the richest man in the community, having in the 
meantime created nothing'. 

Now, Mr. Chnirman, we haYe reached a worse point than that 
in this counh·y, and perhaps it is the same over the world. 
The community of a thousand men for whom the banker keeps 
money and accounts, from whom the banker borrows and to 
whom the banker loans, has become, here, a great Nation of 
90,000,000 of people, mid to go back no further under the system 
we have had since our great war our bankers have been stead­
ily accumulating by the intete t route the earning of the indus­
tries until the national ·banks alone ha\e a capital stock of over 
one billion with a surplus, p~rhaps, of more than another billion 
and W:ith deposits from the people of perhaps eight billions, all 
of which they control and all of which constitutes their working 

. capital with which they are building up still further accumu­
lations and by which even now they dominate the large trans­
portation companies and to a great extent the whole industrial 
empire of the United States. Is not it time for tile Government 
to wake. up and get into the banking business for its self-preser­
va tion if not for the protection of the liberties and general 
welfare of the people? The bill before the House, Mr. Chair­
man, is such a waking up. 

I wis'? to pr~sent its main features in such a way as to gil'e 
a clear idea of its character as a banking system; in such a way 
as that the people of my district may fairly understand it if 
they will read what I say. The system begins with a " reserve 
bank organization committee,'' whose function is simply to 
place the system on its feet-to organize it. This committee i · 
composed of the Secretary of the Treasury, the Secretary of 
Agr1c~l~ure, and the Comptrol!er of the Currency, and when it 
has d1v1ded the country into 12 Federal reserve districts and 
organized in each such district a Federal reserve bank ha.-l'in"' 
a ca~ital of at least $5,000,000, as directed by the law, it~ 
functions cease. After that, when the Federal reserve board 
as provided, has been appointed by the President, the system i~ 
upstanding. It is on its feet; it is organized. The Federal 
resene board is its capstone. Its pillars are the 12 regional 
reserve banks, and its foundations are the member banks in 
each of the regional districts. · 

The Federal reserve board is composed of seven members. 
The Secretary of Agriculture, the Secretary of the Treasury, 
and the Comptroller of the Currency are ex officio three of the 
members, and the President appoints four others. In naming 
these four not more. than two of them may be of any one po­
litical party and no two may .be from the same Federal re­
serve district or the same~eographical division of the country. 
All the members of the board must be confirmed by tlle Senate. 
No member may be an officer or stockholder in any bank or 
banking institution. The creation of this " Federal reserve 
board,'' with the powers given it, so criticized and belabored 
by the enemies of tJ:ie bill, is the strongest evidence that our 
Government is at last awake. It is appointed as I have stated, 
it meets in the Nation's Capital, under the eye of the Nation's 
chief and the people's representatives, and must report its op­
erations, which in great measure direct or control the op­
erations of the 12 Federal reserve banks, annually to Congress. 

It has power-
F.irst. To examine all the books, and so forth, of the reserye 

banks, require reports, and publish weekly a statement show­
ing their condition. 

Second. To permit ·or require in emergency the rediscounting 
by one reserve bank of the discounted prime paper of another 
reserve bank, -a power that may be needed to make liquid the 
entire resources of the whole system and make its whole 
strength available where it is needed in time of strain. 

Third. To suspend the reserve requirements as to deposits 
and so render bank assets available for emergencies in which 
they would be needed. 

Fourth. To regulate and supervise the issue and retirement of 
Federal resene notes and thus break the strangle hold, if 
necessary, of any giant money combination, while ordinarily 
giving only such elasticity as any truly proper currency should 
have by making prime paper readily convertible into cash or 

.currency. 
Fifth. To increase the number of reserve districts, if needed; 

that is, if it shall be found that there is still further need to 
decentralize money or banking power. 

Sixth. To remove for just cause the officials of the reserve 
banks and to remorn at di cretion certain of the directors of 
such banks, if they do not truly represent the agricultural, in­
dustrial, or commercial interests as required by the law. 

Seventh. To write off worthless assets of such banks. 
Eighth. To suspend the operation of a reserve bank for 

violations of the law and to appoint a receiYer therefor. 
These are the board's substantial powers and they are ample. 

Under them the reserYe banks will be cooperative and, by the 
aid of the i-eserve banks in the redi counting of prime paper, 
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all the member banks will be coordinated · into a system of such 
strength as to weather any storm. They are great powers, but 
they are all for good. L~t me tell you ::;om.e of the powers for 
evil which this reserve bo~1·d does not have, things it can not 
do. which a central bank, so much desired by Wall Street, 
'could do: 

Fil·st. This board can not loan one dollar. 
Second. It can not earn one do1Iar. 
Third. It can not own . one dollar. 
Fourth. It can not borrow one dollar. 
Fifth. rt c_an not finance an enterprise. 
Sixth. It can not be interested in an enterprise. 
Seventh. It can not crush an enterprise. 
Eighth. It can not finance a candidate or a campaign. 
After the Federal reserve board comes the Federal reserve 

bank. There will at first be 12 of them, one for .each Federal 
reserve district. Tbey are about as much public as private in-

. stitutions. They are severally ba ed and built on tbe individual 
or member banks of the several district . The member banks 
are each required to subscribe for stock in their respective re­
serve banks to an amount equal to 20 per cent of their own 
capital stock and to pay in one-half that amount The other 
half is subject to be called for only in case ot need to meet the 
obligations of the reserve bank. The stock. so subscribed. by 
the member banks is the only stock in the Federal re erve 
banks, so that the latter is- the- link that- binds together all the 
banks of each district. 

The reserve bank ha.s nine directors. Six of them are elected 
by the member banks. each bank, .,.reat and small. havin.,. an 
equal voice in their election. '.fhree of these six way be offi­
cers or stockholders of the member bank . but the other three 
mu t not be officers or directors of any other bank or banking 
institution and must be fairly representative of the commercial, 
a.,.ricultural, or industrial interest . The e latter three are 
subject to removal at discretion by the Federal re erve board. 
The remaining three directors are chosen by the Federal reserve 
board. und one- of these is made chairman of the board of di­
rectors of the bank and " Federal reserve agent." representing 
the "Federal reserve board" in its relations and dealings with 
the bank. It is provided that these banks shall be the fi cal 
agents of the Government, and all the revenues of the Govern­
ment are to be regularJy deposited with them and disbursed by 
checks drawn on them, thi sexvice tcr be free to the Govern­
ment. The Government funds are apportioned among these 
banks under equitable provisions by the Secretary of the '.freas­
ury. with the approval of ·the reserve boa.i·d. The reserve banks 
have no other depositors, and may have none, except the Gov­
eru.ment, the :member banks. and other reseITe bnnks. when 
permitted or requited to make deposits by the reserve board. 
Underlying, as I have said, the reserve banks are the indiYldual 
or member banks. which are national banks organiz.ed as now­
except they are not required to own any United States bonds­
and State banks which ('()mply with the requirements of the 
law. These hold the stock of the reserve bunk and are the base 
of the whole system. 
· The reserve bank's operations are confined to the purposes 
named in the bill; that is, to conduct the fiscal operations ·of 
the Government and strengthen and support the member bank 
while making l1quid the currency system. Its working capital 
consists of its paid-in stock and deposits made with it by the­
Government and by the member banks and of the Treasury 
notes provided by this bill. These Treasury notes are is ued by 
the Government and loaned to the reserve banks in this way: 
Whenever a reio;e~ve bank needs such currency it tnkes from its 
prime paper which it bas discounted for member banks the 
ltlnd of paper described in section 14 of the bill, to th~ amount 
de ired, and applie to the reserve board through its own local 
Federal re erve agent for the currency, tendering such prime 
pape1· as collateral. If the application is granted by the re­
s"l've board~ the currency is turned over to the bank through 
the reserve agent Whenever the reserve bank pays out any 
of these notes it segrega tes and set aside in its own vault 
33i per· cent of the amount thereof in gold or lawful money. for 
their redemption. 

The bank is charged when it receives the notes such rate of 
interest as is fixed by the reserve board. It may use this cur­
rency in rediscounting paper of the member- banks of the kind 
described in section 14 and member banks use it as currency 
just as present ank notes are used. 'These notes are not legal 
tender, but are receivable for all public dues, and the ample 
provisions for their redemption by the reserv0' banks or the 
Government on demand makes them as good as gold. 

It is provided. th-at the earnings of the reserve banks shall. 
be, atter: payment of all necess.ary expenses aud the interest 
pald to the United States on its deposits, divided. thus-

F ir st. A dividend of 5 per cent shall be paid on the paid-in 
capital stock, 

Second. One-half of the remaining net earri.fugs shall be paid 
into a sm·plus fund until the surplus equals 20 per cent of the 
paid-in capital stock. 

Third. Of the entire remaining net earnings, 60 per cent shall 
be paid to the United States and 40 per cent to the member or 
stockholding banks in proportion ta their average deposits with 
the bank. The bank is allowed to pay no interest on deposits 
except to the United States. The earnings of the United States 
from the reserve banks go to pay off our bonded debt. . 

Mr. Chairman, bankers have complained of the burdens 
placed on them by this law. It has been claimed that the s~ock 
subscription with only 5 per cent dividend allowed is a grcjl.t 
burden, and that the advantages arising under this law would 
not inure to the benefit of country banks, because they would 
have no paper eligible to rediscount under the klw. I deSire to 
examine both of these claims. A bank !laving $100,000 c;_apita.l 
stock mu t subscribe for $20,000 stock in the reserve bank of its 
distI·ict and pay in $10,000, on which it may receive only $500 
as dividend. If the normal earnings of the bank were 10 per 
cent on its capital stocl{, it would seem that instead of earning 
$10,000 per annum, as it would under the present law, it would 
only earn $9,500, or 0! per cent, under this law; but let u~ look 
a little closer. · · 

A. bank with $100,000 capital stock usually hns a surplus and 
deposits, and its working ca pi ' al now consists of its paid-in cap­
ital stock, its ~urplns, and 85 per cent of its deposits (when 
it keeps all its reserve in its own vaults or gets no interest on 
any of it) . Now suppose the First National Bank. of Smithville 
has $100,000 capital tock, $100,000' surplus, and $200,000 de~ 
posits. The proposed law reduces the reserve requirement from 
15 to 12 per cent, but counting the reserve.s as the same under 
the present and under the proposed law, n. correct statement of 
the earnings of this bank under the two different laws would 
be as follows : · · 
UodeJC present law : 

~~~~~s;;;~=~~=====~=======~===~=~=~======== i88'.~g Working capitaL-------------------- -'------------- - 370, 000 
Under proposed law: 

Capital stock (less subscription)______________________ 90, 000 
Surplus ------------------------------------~- 100, 000 
De po its _________ -------- ------------------ 200. 000 
Working capitaL---------~------------------------- 360, 000 

If this bank earns. 8 per cent on its working capital, under 
the present law its earnings would be $29.600, or 29.6 per cent 
on its capital. Under the propo ed law its earnings would be 
$29,300, or 29.3 per cent on its capital. If its eaQiings were 6 
per cent on its working, capital, under the pre en.t law i t would 
ea rn '1' 22,200, or 22..2 per cent on its capital, while under the pro­
posed law it would earn 22,100 .. or 22.1 per cent on its capital 
' tock. If its earn ings \Tere. 5 per cent on its working capital 
then, under the present law it would earn $18.500~ or 18.5 per 
cent on its cupital stock, while under the proposed law it would 
earn pre isely the same. I submit these figures and hope to be 
sbO'wn my error, if there is ::tny error in them, and I submit that 
the national banker who can not bear the burden shown has 
only a weak strain of patriotism if this system is well designed 
for the good of the countr:y, sa>e and except for this burden on 
the banlts. 

But, l\lr. Chairman, the figures I have given are uiifair to 
the propo ed system.. In the first place, I have made no allow­
ance for: the fact thu.t under this bill the bank will be required 
to hold 3 per cent less reserYe agui:nst its deposits than is re­
quired p.ow, which woufd girn this bank $6,000 more workin.,, 
capital from its deposits under the new law tha.n under the 
old. Furthermore, I ha.Ye assumed tha.t the bank would not 
earn anything from its deposits in the reserve bank, although 
r believe it will. This is offset in part by the fact that 1 ha-ve 
not taken account of the 9 per cent of their reserves which 
country banks now generally deposit with tlle reserve city bunks­
and draw ome interest on. I did not do so because I think that 
practice ought to be stopped, whether we pass this bill or not. 
It is the lure of a small gain that tempts the small r banks, 
to their own hurt and to the country's hurL Certainly it will 
not be contended that country ban.ks will have less. deposits or 
make fewer loans by reason of this law. On the contrary, I 
believe that with better discounting opportunities. less reserve 
requirement , and a justifiable feeling of greate.r _ safety under 
this law the banks can and will make greater loans. 

I come now to the rediscount feature of the bill and the 
claim of some or our country banks that they are not to receive 
an:1 benefits under that provision. I have read section 14 of 
the bill over and over again. I have listened to every discus­
siQn of it in Congress. I n my own opinion and in the opinion of 
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the chairman and every member of th~ Banking and Currency 
Committee that section· will come to the relief of every small bank 
in the United States if they desire to use it. I think bankers 
~hould acquaint themselves and their merchants and . other 
customers with its terms and advise their customers how to 
arrange their credit paper for possibly utilizing its benefits. 

Under this section, if a farmer trades with his merchant all 
during the spring for supplies while he is m~Idng his crop and 
gives his note, due October 1 or November 1, and the mercha~t 
wants money from his banker, he can indorse that note to his 
banker and get the money, and on the 1st day of August ~e 
banker can rediscount that note with the. reserve bank of his 
district and get the cash on it; and thus the local bank can 
get in the crop-moving season practically the full sum of all the 
moneys he has adYanced during the crop-making season, and 
with this new supply of cash he is ready again to help the 
farmer and all other classes needing ready money. Th~ mer­
chant's paper and industrial paper has the same standmg as 
the farmer's. If the bm;iker sees proper he may loan the mon~y 
to the farmer in the first instance and have the note red~s­
counted by the reserve bank. The Federal res~rve ~ank "Yin 
always be able to rediscount such paper as described. m section 
14-that is "Notes and bills of exchange issued or drawn for 
agricultural industrial, or commercial purposes "-and having 
~maturity ~f. not more than 90 days, because if it has not suffi­
cient funds on hand it may make application to the Gornrnment 
and secure the Treasury notes authorized by this law upon this 
kind of paper as collateral. I have said "having a maturity 
of not more than 90 days " ; by that is meant that when the 
paper is rediscounted with a reserve bank- it shall have not 
more than 90 days to run. When made it might have had G 
months or longer to run. 

Of course there are restrictions and safeguards in the law, 
but its ter~s are so broad and liberal that good. short-term 
paper of the kind described will always be convertible by the 
banks into cash. Perhaps I ought to further discuss the details 
of the issue and circulation of the Federal reserv; notes.' ~ut I 
can only take time to say ~ few. words. There is. no limit to 
them in amount except the discretion of the Governm~nt, but the 
Government has no interest in them except to provide for the 
necessities of commerce, industry, and agriculture. They are 
issued by the Government, but the Government .does not pay 
them out on its own obligations. They are not issued by the 
banks, but they are issued only to the reserve banks and 
through them to the meml)er banks, and through them to the 
people. They are the obligations of the Government in name 
and fact, but they have back of them and between the Govern­
ment and any Joss, first, the Governme~t's absolute control of 
their issue; second, 100 per cent collateral, approved. by the 
Government and indorsed by · some member bank ; thud, the 
entire assets of the reserve bank to which they are issued, and, 
besides this, one-third of its a.mou~t in_gold o~· lawful money of 
the United States is set apart for its redemption by the resene 
bank whenever it is paid out by the reserve bank. 

In conclusion, this banking system will give our farming com­
munity, our working people-the small ~an-everywhere an 
opportunity to make paper that can be rediscounted by the local 
bank with the reserve bank. By such rediscount the lo~al bank 
can get further money in or~er to .extend fu~·th~r credit. T~s 
system when put into operation will revolut10mze the bankmg 
conditions of the country banking communities and of the great 
masses of our people. It is a. grand conception, that, in my 
mind will work out a grand fruition for the benefit of the 
whol~ country. It will break down the tyranny o;f the. money 
power in the great centers, which grows every year more potent 
for evil. A new era will come to our people who have ·nestled 
down in their homes without any conception of the subtle 
influences, undermining the independent status and individual­
ism of the average man. It will give them a new and, I trus,t, 
a right conception of the power and beneficence of our great 
Government. It is a measure that will help our people and 
take a way no shred of their liberties. It is a measure that 
mil help our banks, while it subjects them to the power of the 
GoYernment and subordinates them to the welfare of all the 
people. I thank you, gentlemen. [Applause.] 

1\lr. HAYES. Mr. Chairman, I yield 40 minutes to the gentle­
man from Minnesota [l\fr. SMITH]. 

l\lr. SMITH of Minnesota. Mr. Chairman, the National Gov­
ernment is charged with the duty of furnishing a system of cur­
rency which will meet the needs of its people. ~his du~ is not 
peculiar to our own form of gover~ent, ~ut I~ recogmz?d by 
all the great nations of the world. Neither i~ this duty a recent 
economic discovery, but it has been generally accepted since the 
estabiishment of the earliest governments. . . 

The framers of the Constitution recognized the necessity of 
placing in the General Government the power to provide a suit-. 

able system governing the medium of exchange. Article I, sec­
tion 8, of the Constitution _provides: 

The Congress shall have power-
To coin money, regulate the value thereof and of foreign coin. and 

fix the standard of weights and measures. 
To provide for the punishment of counterfeiting the securities and 

current coin of the United States. · 
After the lapse of 125 years, notwithstanding the Constitution 

in express terms. makes it the imperative duty of Congress to 
provide a monetary system suitable and adequate to meet the 
country's needs, it is admitted on all sides that our ba.nli:ing 
and currency system is inadequate to meet the requirements ot 
the present day. 

It is in response to a general demand for a better system that 
the proposed banking and currency bill was introduced in this 
House. 

COMMITTEE METHODS. 

If this bili when ready for passage is, on the whole, an im· 
provement over our present system, I shall vote for it, notwith­
standing its many defects and notwithstanding the methods 
adopted by the majority members of the Banking and Currency 
Committee and of the House in excluding the minoiity members 
from the committee room and from this legislative Chamber 
when this bill was being considered. 

A more. dangerous and unwarranted method of legislation has 
never been perpetrated-this in the face of the fact that the 
country as a whole has demanded that this legislation should 
be nonpartisan. 

There is au imperative demand for legislation-
(1) That will prevent the concentration of the money and 

credits of the country in one financial center, there to be used 
on the stock exchange for speculative and gambling purposes to 
the detriment and often to the . complete destruction of legiti­
mate business and in utter disregard of the rights of the public. 

(2) That will provide an elastic currency which will expand 
and contract with the rising and falling tides of trade. 

(3) That will make it impossible for any set of men, either 
through private corporations or political organizations, to con­
trol the money and credits of this country. 

As to the first of these, it is obvious that so long as speculation 
in futures and options is permitted to continue in the manner 
it is at the present time this bill will not be a complete rem­
edy, I am inclined to believe, however, that it will te?d to de­
centralize the flow of money, and to that extent will be an 
improvement over the present system, providing that the Fed­
eral reserve board is properly constituted. 

As to the second, I believe that if the Jaw is fairly and equi­
tably carried out by the Federal reserve board without favor 
or prejudice against any section of our country, . we will have 
a currency that will expand and contract according to the de­
mands of trade. 

As fo the third, I likewise am of the opinion that if the Fed­
eral reserve board is properly constituted this bill will make it 
impossible for any set of men, either through private corpor~­
tions or political organizations, to control the money and credit 
of this country. 

POLITICS IN RESERVE BOA.RD. 

The bill provides that the Federal reserve board shall con­
sist of seven members, including the Secretary of the Treasury, 
the Secretary of Agriculture, the Comptroller of the Currency, 
arid four other members chosen by the President of the United 
States by and with the consent of the Senate. Of the four 
non-C~binet members thus appointed by the President, not more 
than two shall be of the same political party. One shall be 
desiO'nated by the President to serve for a term of two, one for 
four"' one for six, and one for eight years, respectively, and 
ther~after each non-Cabinet member appointed shall serve for 
eight years unless sooner removed for cause by the President. 

Thus it will be seen that the Federal reserve board provided 
for in this act consists of seven members, four of whom-that is, 
the majority-shall retire immediately ~pon each change. of 
administration, their successors to be appomte~ by the incommg 
President. To make the .control of the banking and currency 
system of this country the prize of every national election is 
to place in the hands of partisan politics a pow~r for evil the 
magnitude of which is almost beyond comprehension. . 

Where the .rµajority of the board know that unless their party 
wins in the election their tenure of office will be terminated 
on the following 4th day of March, is it not within the range ot 
probability that the majority will seek to P.erpetuate them~ 
selves and their party in power by using to their own adv~­
taO'e and for pqlitical purposes the tremendous power placed m 
th~ir hands by this act? 

BOA.RD IDEA NOT OBJECTIO~ABLE. 

I do not wish to be misunderstood. I stand unequivocally 
for a governmental .nonpartisan Federal reserve board~ to be 
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·appointed by the President of the United States upon the pas­
sage of this act; but I believe that the tenure of office of the 
members should be so arranged that in the future no incom­
ing President shall immediately have the appointing power of 
a majority of the board as is provided for by this act. The 
board should be a Government board, but it should not be a 
political machine. To place in the hands of a political machine 
the powers vested in this Federal reserve board is dangerous. 
'.fhe misuse or abuse of those powers by a political machine for 
self-perpetuation would be a calamity. 

POWERS OF BOARD. 

The powers enumerated on this exhibit are the · specified 
powers expressly conferred on the Federal reserve board by 
this act. They are as follows: 

1. To readjust Federal reserve districts created by the reserve bank 
organization committee. 

2. To create new and additional districts to those created by the 
reserve bank organization committee. 

3. To prescribe regulations for establishing branch offices of Fed­
eral reserve banks. 

4. To designate the three directors of the F ederal reserve bank 
specified in this act as class C. 

5. To remove any director of class B in any Federal reserve bank. 
6. To designate the chairman of the board of directors of Federal 

reserve bank. 
7. To .prescribe regulations for maintenance of local office of Fed-

eral reserve board on premises of Federal reserve bank. 
8. To designate the Federal reserve agent. 
9. To require and receive reports of Federal reserve agents. 
10. To fix comoensation of Federal reserve agents. 
11. To review -proceedings of boards of directors of Federal reserve 

banks fixing compensation of themselves. 
12. To remove chairman of board of directors of Federal reserve 

bank at pleasure and without notice. • 
13. 'l'o prescribe rules and regulations for permitting State banks 

and trust companies to become members of Federal reserve bank. 
14. To pass upon applications of State banks and trust companies 

to become membPrs of Federal reserve bank. 
15. To establish by-laws governing applications of State banks for 

membership. . . 
16. To require surrender of stock of State banking association ?r 

trust company upon receipt from Federal reserve bank of cash-paid 
subscription. • 

17. To require Federal reserve bank upon notice to suspend State 
banking association or trust company and make payment to suspended 
member for its stock. 

18. To levy semiannual assessments on Federal reserve banks for 

cx~i~s~~ examine accounts, books, and affairs of each Federal re­
serve bank. 

20. To require such statements and reports of Federal reserve banks 
as it may deem necessary. 

21. To permit rediscount by Fed:u·al reserve banks of paper of 
other Federal reserve banks. 

22. To compel Federal reserve bar.ks to rediscount paper of other 
Federal reserve banks. 

23. To suspend reserve requirements for not more than 30 d!iys. 
24. To renew suspensions of r~serve reqmrements for penods of 

not more than 15 days. 
25. To establish a graduated tax upon the amounts by which re­

serve requirements of act may be permitted to fall below level pro­
vided for in act. 

26. To supervise and regulate U1e issue and retirement of Federal 
r eserve notes and to prescribe the form and t enor of such notes. 

27. To add to number of cities classified as reserve and central 
reserve cities under existing law in which national banking associa­
tions are subject to the reserve r equirements of this act. 

28. To reclassify existing reserve and central reserve cities and to 
designate the banks therein as country banks at its discretion. 

2!}. To suspend officials of Federal reserve banks. 
30. To remove officials of Federal reserve banks for incompetency, 

fraud, or deceit. 
31. To require writing oil' of doubtful or worthless assets upon the 

books and balance sheets of Federal reserve banks. 
32. 'l'o suspend for cause relating to violation of any of the provisions 

of this act the operations of any Federal reserve ba.nk. 
33. To appoint a receiver for any Federal reserve bank for cause 

relating to violation of provisions of this act. 
34. 'l'o determine or define the character of paper eligible for discount. 
35. To fix the amount which cash reserve of Federa l reserve bank 

must exceed outstanding demand liabilities to permit discount of paper 
for member banks. 

3G. To prescribe rules and regulations governing the purchase and 
sale in the open market by Federal reserve banks of bankers' bills and 
bills of exchange. 

37. To review rates of discounts fixed b:v Federal reserve banks. 
38. To grant or refuse applications of Federal reserve banks to open 

and mamtatn banking accounts in foreign countries and establish 
agencies there for the purpose of purchasing, selling, and collecting 
foreign bills of exchange. 

39. To approve apportionment made by Secretary of Treasury of Gov­
ernment funds deposited in li'ederal reserve banks. 

40. To charge interest on Government deposits at joint discretion of 
Federal reserve board and Secretary of Treasury. 

41. To issue Federal reserve notes. 
42. To call upon Federal reserve banks at any time for additional 

security for Federal reserve notes issued to them. 
43. To assign letter or serial number to ·Federal reserve bank for 

notes issued to it. 
44. To require in its discretion Federal reserve banks to maintain on 

deposit in -the Treasury of the United States a sum in gold equal to 5 
per cent- of notes issued to them. 

45. To grant in whole or in part or to re.feet entirely the application 
of any Federal reserve bank for Federal reserve notes. 

46. 'J'o estal>lish rate of inte,rest to be paid on Federal reserve notes. 
47. To prescribe regulations governing substitution of collateral se­

curity for the protection of Federal reserve notes. 

L--306 

48. To make and promulgate from time to time regulations governing 
the transfer of funds at paL' among Federal reserve banks. 

49. To exercise at its discretion the functions of a clearing house for 
Federal reserve banks. 

50. To designate a Federal reserve bank to act as clearing house for 
Federal reserve banks. 

l\lr. KINDEL. Mr. Chairman, if I may be permitted to in­
terrupt the gentleman, has not the gentleman o-ot his trolley 
mixed? I think the gentleman is reading two numbers ahead, 
and I want to call attention to that. 

Mr. SMITH of Minnesota. In this list of ' powers from which 
I am reading I have combined some of the powers which are 
stated separately in the exhibit. Hence the numbe1·s do uot 
correspond. 

l\lr. KINDEL. But the gentleman is reading the wrong 
number. 

:Mr. SMITH of Minnesota. I have just stated why the nulll­
bers do not correspond. 

ul. To require each Federal reserve bank to exercise functions of 
clearing house for its shareholding banks. 

52. To prescribe period within which and regulations und er which 
national-bank notes remaining outstanding after 20 r ear s from t he 
passage of this act may be recalled and redeemed by national bankmg 
associations. 

53. To require Federal reserve banks to maintain lawful reserve. 
54. To appoint receivers for Federal reserve banks failing to main­

tain lawful reserve. 
55. To require examination of affairs of national banking associations 

as often as it deems necessary. 
56. To determine salaries to be received by bank examiners. 
57. To assess expenses of bank examinations upon associations ex­

amined. 
58. To require examinations o! national banking associations in re· 

serve cities. 
59. To require examinations of Federal reserve banks. 
60. To add to the list of cities from time to time In which national 

banks shall not be permitted to make loans secured upon real est a te. 
61. To exempt savings departments of national banking as ociations 

from any and every restriction upon classes or kinds of business govern­
ing national banks. 

62. To prescribe rules and regulations governing savings departments 
of national banks. · 

63. To make and publish lists of securit ies, paper , bonds, and other 
forms of investment which savings departments of national banks shall 
be authorized to buy. it not being necessary that said lists be uniform 
throughout the United States. 

64. To prescribe conditions and circumstances under which national 
banking associations capitalized at a million dollars or more may estab­
lish branches in foreign countries. 

65. To approve or reject applications of national banks to establ ish 
foreign branches. 

66. To perform the duties, functions, or services spedfied or implied 
in this act. 

Mr. YOUNG of North Dakota. Mr. Chairman, I wourn like 
to ask the gentleman whether he has made any enumeration of 
the implied powers conferred by this proposed bill? 

l\Ir. SMI'.rH of Minnesota. I wish to say that no man li ' ing 
could make an enumeration of the implied powers of this act. 
That is a matter only to be determined as the occasion for its 
exercise may arise. The implied powers often exceed the speci­
fied powers. 

l\lr. GRAY. I would like to inquire if the gentleman has 
made a list of the powers exercised by the President of the 
United States and compared that in order to see whether--

Mr. SMITH of Minnesota. No; I ha>e not. Did I under­
stand the gentleman to ask whether I . bad made a list of the 
powers of the President of the United States to see whether 
these powers o-verl:ip the powers gi-ven to the Federal reserve 
board? 

1\Ir. GRAY. In order to see where the greater power lies­
whether the office of the President should be abolished because 
of so many powers--

1\fr. SMITH of Minnesota. I want to say it does not take 
much time to arrive at a conclusion on that. If this board is 
constituted according to the present bill, new and additional 
powers will be conferred upon the President of the Un1tetl 
States far exceeding any he now possesses. 

l\fr. BARTLETT. l\fr. Chairman, may I ask the gentleman 
bas he got something eJse to suggest in place of this? 

Mr. SMITH of Minnesota. Yes. I shall suggest an amend­
ment, and will call attention to it later on. 

The unenumerated powers so modestly and unassrimingly em­
braced within the authority given "to perform the duties, func­
tions, Ol' services specified or implied in th.is act" are the most 
important and far-reaching of all of its powers. 

Under the provisions of this act relating to the issue of Fed­
eral reserve or Treasur:.v notes is this express power : 

The said board shall also have the right to grant in whole or in part 
or to reject entirely the application of any Federal reserve bank for 
Federal reserve notes. 

George H. Shirley, chairman of the American Bureau of Po­
litical Research, in a memorial entitled "Stable money, new 
freedom, and safe bankiilg " ( S. Doc. No. 135), after felicitating 
upon the success of the Democratic Party at the last election, 
calls attention to the tremendous political power in the hand8 
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of the first and second national banks of this country in Presi­
dent Jackson's day by terming it the ••greatest power then in 
politJcs." What was the power of those banks at that time com­
pared with the power of the proposed Fedet·al board if used for 
political purposes? 

PRE JDENT JACKSON'S VIEWS. 

Let us see what Pre ldent Jackson said about that power. 
In the rePort read by him to his Cabinet in September, 1833, 
after stating the facts showing the abuse of its powers by the 
national bank, he summarizes his conclusion in these words: 

The bank is thus converted into a vast electioneering engine which 
means to embroil the country in deadly feuds and under cover of ex­
penditures in themselves improper extend its corruption thruugh all the 
ramifications of society. 

In that same report President Jackson further says: 
It is the desire of the President that the control of the banks and 

the currency shall, as far as possible, be entirely separated from the 
political power of the country as well as wrested from an institution 
which has already attempted to subject the Government to its will. 

In his farewell address, delivered March 4, 1837, President 
Jackson said: 

Recent events have proved that the paper-money system of this 
country may be used as an engine to undermine your free institutions, 
and that those who desire to engross all power in the hands of the few 
and to govern by corruption or force are aware of its power and pre­
pared to employ it. 

In that same farewell address, referring to the power of the 
national banks of his day, he continues: 

In the hands of this formidable power thus perfectly organized was 
al o placed unlimited dominion over the amount of the circuln.tlng me­
dium, giving it the power to regulate the value of property and the 
fruits of labor in every quarter of the Union and to bestow prosperity 
or bring ruin npon any city or section of the country as might best 
comport With its own interest or policy. 

How much more "formidable" is the power of the Federal 
re errn board provided for in this act "to regulate the vnlue of 
11roperty and the fruits of labor in every quarter of the Union 
and to bestow prosperity or bring ruin upon any city or section 
of the country as might best comport with its own interest or 
policy"? Should this "formidable" power be vested in a 
political machine? 

Sllould the incentive be legislatively enacted to bring about 
the condition which Pre ident Jackson in that same address 
so vividly depicted in these words: 

The ruthless and unsparing temper with which whole cities and 
communities were oppressed, individuals impoverished and ruined, and 
a cene of cheerful prosperity suddenly changed into one of gloom and 
despondency ought to be indelibly impressed on the memory of the 
people of the United States. 

· If such were the effects of the misuse of those powers in that 
da for political purposes, can you picture the effect of the 
abuse of those powers in this day for those same purposes? 

This bi111 by reason of the manner in which the Federal 
resen·e board is appointed, involves the substitution of political 
control for control by banks. What I contend for is the sub­
stitution of nonpartisian, nonpolitical governmental control for 
control by the banks. The bill falls far short of the ideal gov­
ernmental control. The great political power which President 
Jackson saw in the first and second national banks of his day 
was the power of mere pygmies compared to the gigantic power 
imposed in the Federal reserve ~oard, and which by the pro­
posed bill is made the prize of each national election. 

OPPORTUNITIES FOR ABUSE OF POWERS. 

The proposal in the present measure to place in the bands 
of a political board the control of 7,400 national banks and over 
20,000 State banks and trust c-0mpanies, having aggregate de­
posits of $18,000,000.000, with the additional right to issue and 
distribute an unlimited amount of paper money fo such sections 
of the country as a majority of the Federal reserve board may 
deem fit and to deny to other sections of the country the privi­
lege of getting or using such paper money, in'Vites opportunities 
for abuse of this power, the extent of which no man can foresee. 

If a method or means can be evolved by which the "Govern­
ment can maintain the control and regulation of the banking 
and currency system, and at the same time prevent it from be­
coming a tool and instrument of political pressure and party 
expediency, it would be a decided improvement oYer the meas­
ure now before this House. 

ILLUSTRATIO ' OF POLITICAL U'FLUENCE. -

The great ch·ll-service system, which is intended to displace 
the spoils system nnd to secure to employees of the Govern­
ment immunity from removal without cause n.nd advancement 
according to merit, is one of the most praiseworthy institu­
tions we have, and political influence enters less there than 
ln any other branch of the Government. But even promotions 
of cl Vil-service employees are not always free from the effects of 
political influence. 

This was brought strikingly to my attention the other day. 
A Senator from a southern State, standing high in the councils 
of the present administration, seemed the promotion of a friend 
to a more lucrative position in the Government service in the 
State of :Minnesota over the heads of two other employees in 
the same office by simply writing a letter to the head of one of 
the departments here having charge of the office. 

While the matter is a petty one, it is one of the clearest and 
most flagrant vjolations of the spirit of the civil-service law 
that has come to my attention. If political influence can sway 
tile conduct of men who 1Ure sworn to uphold the law in such 
minor matters, how much greater is the likelihood of its sway­
ing them when matters of moment are at stake and when the 
continuation of their party in power is in jeopardy n.nd their 
own tenure of office is at issue? 

I am glad to see that the majority members of the committee 
have seen fit to amend the original bill by providing that of the 
four non-Cabinet members of the board to be appointed by the 
President not more than two shall be members of the same 
political party. This is a step in the right direction, but it bJ· 
no means changes the board from a partisan politiral board to 
a nonpartisan governmental board. 

APPLICATION OF CAUCUS M.ETHODS TO FEDERAL RESl!lR\Iil BOAitD. 
!Jet us take as an illustration what is taking place every day 

in this House. I am a member of the Banking and Currency 
Committee, which consists of 21 members, 14 belonging to tile 
majority and 7 to the minority. I will ask you o-entlemen on 
the other side of this House1 What part have the 7 minority 
members been permitted to take n.nd what opportunity hns been 
given to them by the majority members to participate in fram­
ing this measure? • 

By the action of the majority members the minority members 
have been _practically excluded from taking part in the consid­
eration of this bill in the committee. That is just what will 
take p!ace with respect to the minority members of your Fed­
eral reserve board. Four members-a majority-will rule. In­
deed, it will not take four; it will take only three, because they 
can adopt the same system that you ' are now adopting, and a 
majority of the four will control the action of the board just 
as a majority of your caucus controls the action of tills House. 

Mr. STANLEY. Mr. Chairman, will the· gentleman yield? 
Mr. SMITH of Minnesota. Not at present. I will yield in a 

minute. 
Gentlemen, it bas been mid on the floor of this House that 

it does not matter how this board is constituted, because we 
shall always have sitting in the White House a man who is ro 
patriotic and so big that he will ne"ver make a mistake as to an 
appointment on this board. Gentlemen, I yield to no man in 
my appreciation of the high office of President of the United 
States, but I want to say to you that I do not think he has any 
greater respect for the rights of the A.meriean people than the 
House of Representatives has. I would just as soon trust the 
membership of this House on a matter of business or govern- , 
mental policy as I would the President of the United State , no 
matter who he may be. I am not referring to tbe person. I 
say it requires just as great a respect for the rights of the 
.American people and your oath of office to be a Member of this 
House as to be Pre ident of the United States. Are you will­
ing to admit that the practices of this House are such that they 
will never be resorted to by the President of the United States? 

l\Ir. STANLEY. Mr. Chairman, will the gentleman yield 
now for a question? 

1\Ir. SMITH of Minnesota. Just when I finish this. Then 
I shall ha\e a little time. 

COMPULSORY REDISCOUNT POWER 

The two powers imposed in the Federal reserve board which 
are most far-reaching in their scope and most likely to be 
abused when reposed in a political machine are the power to 
compel Federal reserrn banks to rediscount the paper of other 
Federal reserve banks and the power to grant in whole or in 
part or to reject entirely the application of any Federal reserve 
bank for Federal resene notes. 

In the original draft of this bill the first of these powers-­
the compulsory redis:count power, the power to compel a Federal 
reserve bank in one section of the country to loan its funds to 
a Federal reserve bank in another section of the country-was 
made to depend on the will of a bare major! ty of the Federal 
reserve board. 

The majority members of the committee undoubtedly recog­
nized the far-reaching effect of this power, for they so changed 
the provisions of the bill as to require the unanimous vote of 
all seven members of the Federal reserve board in order to 
invoke its exercise. r 

This was a great step in the light direction and lessened the 
probability of the misuse of this power for political purposes ; '. 
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but, unfortunately, this bill bad to go into the caucus, and when 
it came out the compulsory rediscount power was again placed 
where it could be easily invoked. 

This feature of the bill bas been so well analyzed by Hon. 
A. Piatt Andrew, formerly Assistant Secretary of the Treasury, 
that I shall take the liberty of quoting him. 

Speaking of "the power given to this political board to 
compel one reserve bank to lend to another reserve bank with­
out regard to the desires and opinions of its managers," he 
says: 

Conservatively managed banks in one section of the country would 
thus be kept in constant danger of seeing thE:il' reserves reduced 
through an arbitrary order from the Federal board in order to sup­
port a weak situation elsewhere arising from imprudent and incau­
tious banking, for which they were in no way responsible and which 
they have been in no position to prevent. Such concentration of 
banking power would be unwise under any conditions. It would be 
most unwise if located in a political committee. This would in­
evitably tend to sectional jealousy and dissension, to continual sus­
picion and partisan criticism, even if it did not lead, as it easily 
might, to actual abuse of power for political purposes. 

ISSUE OF FEDERAL RESERVE NOTES. 

The power which lies absolutely in the hands of the majority 
of the board to grant in whole or in part or to reject entirely 
the application of any Federal reserve bank for Federal reserve 
notes is the most important power which this board bas vested 
in it, and would be the most dangerous in the hands of a po­
litical board, because such a board could decline to issue cur­
rency to a section of the country that was hostile to the party 
in power, and it could grant an unlimited amount to a section 
of the country that was friendly to the administration in power. 

ELECTIONS AND CROP lllOVING. 

The unlimited power of the Federal reserve· board to issue 
Treasury notes through Federal reserve banks encourages in­
fia tion of the currency in sections of the country which are in 
good standing with the adminish·ation then in power, and will 
result in contraction of the cmrency in sections of the counh·y 
in disfavor with the administration. 

For .example, the great Northwest needs over a hundred mil­
lion dollars each fall to move its crops, and this demand for 
money comes always shortly before election. Suppose the ad­
ministration in power, having absolute conh·ol of the Federal 
reserve board, were inclined to take political ad\antage of the 
great power of the board, as did the national banks of President 
Jackson's day. It could either favor or discriminate against 
that section of the country by either granting or refusing, as it 
saw fit, the application of our Federal reserve banks for •rreas­
ury notes, thereby causing in case of refusal a scarcity of money, 
which would reenact the scenes depicted by President Jackson 
in his farewell address, which I have already quoted. Is not 
just such a condition as I have referred to the thing that in 
all human probability will happen where the board having such 
power is always controlled ·by the governing councils of the 
party in power! 

AMEXDMENTS SUGGESTED. 

At the proper time· I shall propose such amendments as are 
necessary looking toward the making of the Federal reserve 
board a governmental board and eliminating the political fea­
tures embodied in the present bill. The Secretnry of the Treas­
ury should not only be a member of the Federal reserve board 
but should be the chairman of it. The Secretary of Agriculture 
and the Comptroller of the Currency should be eliminated from 
the board. The Secretary of Agriculture is one of the members 
of the President's official family, as is also the Secretary of the 
Treasury. The Comptroller of the Currency is a . subordinate 
officer under the Secretary of the Treasury. It is obvious that 
the Secretary of the Treasury will adequately represent the 
President's Cabinet as well as his own office without requiring 
the membership of any other Cabinet officer or of any subordi­
nate in his own office. '.fhe only conceivable purpose for having 
all three of such officers on the Federal reserve board is to give 
each incoming administration those three appointments imme­
diately, which, with the immediate appointment of one of the 
four non-Cabinet members of the board, insures political con­
trol, yielding to the beck and call of the administration in power. 
This is bound to be its effect and is its manifest purpose. 

The Federal reserve board should consist of the Secretary of 
the Treasury and either four or six non-Cabinet members, to be 
appointed by the President for terms expiring at such times that 
no incoming administration will have in its power at its incep­
tion the appointment of a majority of the members of the Fed­
eral reserve board, so as to make the control of that board the 
prize contended for at each national election. 

If such an amendment is adopted it will, to my mind, elimi­
nate politics, so far as it can be eliminated, and at the same time 
keep the control of our money system where it belongs-in the 
hands of the Go,ernment. 

Gentlemen, I call your attention to this exhibit; and I wish 
to say to Democrats, Progressives. nnd Republicans alike tllat 
you .can not see all that that exhibit represents from any one 
point of view. Neither can anybody see and know from one 
point of view all that is to be known and all that should be 
known in order to enact a banking and currency bi.II to meet 
the needs of 100,000,000 people. You should have the combined 
intelligence of all parties in order to enact such legislation, 
and even then you will probably fall far short of haying an 
ideal bill. 

You can readily see from this exhibit that each incoming ad­
ministration will immediately have to appoint the Secretary 
of the Treasm·y, the Secretary of Agriculture. the Comptl'oller 
of the Currency, and one non-Cabinet member of the board. 
Gentlemen said here yesterday that the Interstate Commerce 
Commission was comparable to this board in its make-up. 
Why, gentlemen, let me put the proposition to you : Are you 
willing now to change the method of the appointment of the 
members of the Interstate Commerce Commission and bave 
each incoming administration appoint a majority of them? 
Are you willing to do that! Are you willing to change the 
method of appointing the judges of the Supreme Court and let 
each President that comes into office appoint a majority of 
that court! Whoever heard of such a proposition earnestly and 
honestly considered! 

I am satisfied that the majority of this House believe that the 
Federal reserve board, as constituted in this measure, is wrong 
in principle. It is wrong from every angle. [Applause on the 
Republican side.] 

The CHA.lRMAN. The time of the gentleman has expired. 
Mr. HAYES. I yield 30 minutes to the gentleman from Ohio 

[Mr. FEss]. 
Mr. FESS. Mr. Chairman, when this special session of Con­

gress was called, I knew that probably there would be at least 
two questions discussed, one the reform of the tariff and the 
other a change in the currency system, and being a sort of a 
student of these questions before I came here, I was naturally 
interested in a further discussion or investigation that would 
enable a Member on the floor of this House to vote intelligently 
upon some plan proposed on both of them. And when we got 
through with the tariff question I took up the study of the 
currency question anew. As a teacher of political economy for 
years, I had some sort of familiarity with the currency ques­
tion. I do not agree with the distinguished chairman of this 
committee [Mr. GLAss] that there is uniformity of opinion 
upon this · subject. On the other hand, he must recognize that 
there is no subject that has a greater latitude of opinion than 
the subject of the currency. 

Mr. BARTLETT. And variance. 
Mr. FESS. And variance. I prepared an elaborate address, 

which is .written here and upon the table, but I have listened to 
the remarks of the various Members on this floor, and I find 
that they have covered almost every conceiva,ble phase of the 
question, and it seems to me it would be utterly foolish for me 
at this time to arise to speak as I had prepared myself to speak, 
when I would be repeating so many things that have been said 
on both sides of the Chamber. Not cari'.ng speciaDy to listen to 
myself talk, I am going to throw my manuscript away, pay no 
attention to it, and pay some attention to some of the features 
of the bill that I wish might be modified, so that we could vote 
for it. 

E--rnr since I read Mr. Blaine's Twenty Years in Congress­
years ago-in which he stated that our national banking system 
was based upon a Federal or national debt, and in that degree 
was weak and that it ought to be changed, I have thought about 
Congress sometime making the needed change. And yet, when 
President after President has called attention to the need, and 
when paJ;tY after party have put it in their platforms, we 
ha vc come here as a Congress and we find submitted to us 
this plan without-the time for deliberation that we had hoped 
would be given to everybody, and we are asked to vote for it. 
I frankly confess to the Democratic Members that I shall be 
greatly disappointed if I can not vote for the measure, but I 
am afraid I can not, because thefe are three features in it 
that I think are serious. I am not going to take one minute 
of the time to speak of the strong points in the bill, for they 
are many. The bill seems to me to be quite comprehensive. 
But when you estimate the strength of a chain it is not neces­
sary to see ho-w strong the strong links are or how many are 
the strong links. You must estimate a law the same as you 
would estimate the strength of a chain, and it there is a weak 
link in the law that law can not be stronger than the weakest 
link. 

Now, what are the weak features of this bill-not to take 
the time to discuss the strong ones, for nobody could discuss 
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them more eleO'antly, eloquently, persuasively, conclusively, and , 
convincingly than they have been discussed by the chairman of 
this committee [l\Ir. GLASS] and my good friend the young 
Member from Cleveland [l\lr. BULKLEY], for whose judgment 
as expressed upon this floor I have the highest regard? 

I will not take a moment of time to speak of that side of it. 
But there are three features in this bill that are serious, and 
the first one is the- faet that it is placed in politics. And of all 
the questions that ought to be kept out of politics, the currency 
question ought to be kept out. Somebody has said that the busi­
ness of the country is like the business end of a wasp. You 
must not fool with it or you will get hurt. So it is with the 
currency question. You can not tamper with the currency ques­
tion and place it in politics, which is to assure its being left in 
politics, without disturbing the business of the country. You 
make this a political bill, gentlemen. You bring it here as a 
partisan measure. You compel men to vote again.st it who would 
like to vote for it, placing certain partisan features in it that 
make you surrender your own views; and when you put it in 
thnt way yon have the strongest assurance that that measure 
will come up in a succeeding Congress, for who can find anything 
so uncertain as the successive Congresses in this country. One 
party is on top to-day and another party is on top to-morrow, 
and what was done to-day as a partisan measure will be undone 
to-morrow for the same reason. 

Why is it that we can not keep this question out of politics? 
You place it there, first, by creating a partisan board, and you 
fail to discriminate between the Government operating the banks 
and controlling the business of the banks. I will vote. for any 
measure that is for Government control of the banking business. 
That is why I do not favor the Aldrich plan. It did not give 

. the Government sufficient control, and it gave almost all of the 
power to the banking interests. Therefore it is faulty_ 

What does this plan do? Instead of putting the operation, the 
administration, the initiation on the part of the men whose 
money is used, whose property is used, and giving the operation 
to these men, under the plea of effective control of the Govern­
ment you have used the control to extend it to the point of op­
eration and have put the Government in the banking business. 
That is a thing we do not want to do. 

The chairman. of the committee said the Government was 
not in the banking business. Other men say the Government is 
not put in the banking business by this bill. I disagree. The 
G<>vernment is specifically put in the banking business. You 
make the Government the operating agent instead of the con­
trolling agent, and what we want is the whole business to be 
operated by the owners under the most rigid control of the Gov­
ernment, the same as the railroads are operated by the owners 
of the railroads under the most rigid supervision of the lllter­
state Commerce Commission speaking for tlle Government. 
This is the thing we want. This bill does not give it. _This bill 
supersedes the· banking interests by the arm of the Government 
in making the Government the operating agent. 

Somebody says that is not true. Gentlemen, if it is not true, 
point out why it is not true. I say it is true, and I want to point 
out why it is true. There are se>en members· to be appointed on 
the board, five of whom · will be appointed by the same President, 
even after the present incumbent ceases to act. Out of the 
fiTe members only one must not belong to the same political 
party that the others belong to. There at the start is your 
politics; that is the partisan phase of the matter. Look at the 
powers given to the board. Why should I take your time to 
enumerate them now, since they have been so m-any times enu­
merated? Take your textbook that accompanies this bill. There 
are 42 items in the textbook enumerating the powers of the 
Federal board. Then there is one item that covers all without 
enumeration of a single one, and that is the last one. 

What is that? 'The board shall haye such duties and services 
as may be expressed or implied in this act. What a.ct? Why, 
this act. Not that clause, but this act, · this bill-such power as 
may be expressed or implied. Gentlemen, what item of control 
is omitted in that implication? It covers the whole. The board 
does not operate directly only, but indirectly as well. 

In the first place the board appoints three men of the local 
dir.ectory of each Federal reserve bank. One is to be chairman 
of this Federal directory. The same man is to be Federal 
ngent. He is to speak as a representative of the Federal board. 
With them will sit two other men that are appointed by 
this Fede1·a1 board, and then there are three more, subject to 
the Federal board. Hear me, you who believe in fair play. 
Three more appointed, by whom? Selected by the stockholders 
and then subject to removal by the Federal board. 

Let me say to you that yon do not end authority by the elec­
tive power- in a body. In other words, the electiYe body does 
not n~essarily imply all authority in the electors. Power to 

eontrol is power to remove, rather than power to elect. You 
have the same thing by removal that you would have by elec­
tion, if not more. The power in the Federal board to remo>e 
three of the local directorate of the reserve banks, without stat­
ing the cause, places the local directorates of each reserve bank 
in the hands of the Federal board. So the board operates both 
directly and indirectly, and if you can conceive of a greater 
power than that I do not know what it can be. That is the 
thing I am afraid of. 

Why, a man believing in the bill said to me, " But you need 
not fear that because the Federal bourd would not remove 
these three except for cause, and that cause stated, which is 
that they must represent an agricultural, commercial, and in­
dustrial interest, and if they do not repre ent these interests 
they will be removed." I do not want to speak. as would ap­
pear, for party ren.sons, for I hope that I can prove to thls 
body that I will allow nobody to dictate to me as to how I shall 
vote on any question on this floor. This is what I ask you, my 
Democratic friend, to think of when I speak about this par­
ticular power. The pou·er of this board being first direct and 
then indirect, what is likely to be its treud, as judged from 
what we have heard upon this floor recently of the charges 
that haYe been made from the Democratic side of the House in 
the discussion of the tariff question? What do I mean? I 
menn that every single time that any one of us has risen to 
speak on the subject of protection that we have bad hurled 
back at us, "Oh, you are the representatives of the interests of 
this country and we are the representatives of the people of 
this country." I have heard coming from these men, for whom 
I have the highest personal regard, the constant charge that if 
I vote against the Underwood bill then I vote to represent the 
interests of the country-th.at I do not stand for the people of 
the country. What is to hinder a Federal board under the 
President, appointed by him, to indicate to the three local di­
rectors that they stand for a certain interest or they do · not 
stand for a certain interest? Where is tl1e appeal? There is 
no appeal. Of course, they can be reelected, but the power to 
elect is nugatory when the power to remove is in another power 
above the one to elect. 

Mr. GRAY. Will the gentleman yield? 
l\Ir. FESS. Yes. 
Mr. GRAY. I want to inquire of the gentleman, . which does 

he regard as sacred, the rights of property or the rights of 
persons? 

1\1r. FESS. Mr. Chairman, the question is in keeping with 
other interruptions that have been made upon the money ques· 
tion or the tariff questfon. Now, certain men would not ask 
that question, Mr. GRAY. (Laughter. ] 

l\Ir. GRAY. Does the gentleman refuse to answer that ques­
tion? 

Mr. FESS. Why, I would refuse to be interrupted because 
my answer would leave the gentleman where he is now. 

The CHAIRMAN. The gentleman refuses. 
Mr. BARTLETT. Will the gentleman permit me· to ask him 

u question? 
Mr. FESS. I will. 
Mr. BARTLETT. I am very much interested in the gentle­

man's argument, and I want to call his attention to paragraph 
"(f) ," on page 23 : 

(f) To suspend the ofikiaJs of Federal reserve banks and, for cause 
stated in writin~ with opportunity of hearing, require the removal of 
said officials for mcompetency, dereliction of duty, fraud, or deceit, such 
removal to be subject to approval by the President of the United States. 

Now, I agree with the gentleman in that--
Mr. GRAY. Mr. Chairman, a parliamentary inquiry. 
The CHAIR.l\IAN. The gentleman will state it. 
1\Ir. GRAY. Is it proper to interrupt a person to whom a gen­

tleman has just yielded? Is it proper for a gentleman to yield 
to an old Member when he will not yield to a new one? 

Mr. BARTLETT. That is not a parliamentary inquiry. 
. The CHAIRMAN. That is not a parliamentary inquiry. It 
is entirely discretionary with the speaker as to whom he shall 
yield. 

Mr. FESS. I yield to the gentleman from Georgia. because he 
asked a que~tion that is pertinent; the other gentleman did not. 
[Applause:] 

Mr. BARTLETT. I only wanted to ask the gentleman what 
further restrictions or safeguards would he su(J'gest to O'lJard 
against removals other than those embraced in this paragraph 
" ( f)" of section 23? 

Mr. FESS. I think, .Mr. Chairman, the answer is, when­
ever the final power of appointment is lodged in the President 
to appoint a board, and that board so appointed is to appoint 
a local directorate with the power to remove the directorate or 
a part of it not appointed by that board, but elected by persons 
not holden to the board, the same power that originally ap-
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pointed the men would refuse to retaln them if retaining them 
would interfere with the measures or plan of the administration. 
In other words, ii for partisan reasons the local directorate 
is removed by the Federal board, for the same party reasons 
the President who appointed the Federal board would listen 
to what the Federal board would recommend. 

l\Ir. BARTLF.TT. They might do it. 
Mr. FESS. I think they would do it. I am afraid they 

would. 
Mr. BARTLETT. There is a man now in the White House 

who will not do that sort of thing even for his party friends. 
Mr. HELGESEN'. Is he there for life, though? 
Mr. FESS. I will allow no man on the Democratic side of 

the House to go beyond me in his admiration for the personal 
qualities of the man in the White House. Here we have an 
upportunity to judge the very sincerity of the man in the White 
House as to the use of his power. But this very sincerity is the 
most dangerous thing about it, and the gentleman knows it. 
Were the President less sincere in his insistence upon early 
legislation of specific character, it would not matter. 

l\Ir. TE:llPLE. Is it not true that the gentleman who asked 
that question voted for that paragraph on page 22 which give~ 
to the F ederal reserve board the power to suspend the officials 
of the Federal bank? 

l\Ir. FESS. Yes; and not the local directors. 
l\Ir. BARTLETT. The gentleman has not voted yet. 
Mr. FESS. Mr. Chairman,. there are two other points that 

I wanted to reach, and I am afraid I shall not have time to 
reach them. I am not speaking here in the hope that I can 
con>ince the gentlemen on the Democratic side who favor this 
measure, but I do hope that friends on that side will give 
respectful attention to the things tha t I think are serious. If 
you can convince me, I will >ote with you on the bill; otherwise 
not 

Now, on this point I would like to have the arguments of these 
men--

Mr. WILLIS. l\Ir. Chairman, will tbe gentleman yield there? 
The CHAIRMAN (Mr. WILSON of Florida). Does the gentle­

man yield? 
Mr. FESS. I yield. 
Mr. WILLIS. Before my colleague lea>es that portion of his 

argument I would like to know wbat his opinion is with refer­
ence to the probable political effect of this language. which I 
read from line 21 to line 24 of page 8, where the bill is under­
taking to define the powers of the Federal reserve agent. Then 
it goes on to say, speaking of the Federal reserve agent: 

He shall receive an annual compensation to be fixed by the Federal 
reserve board and pa.ld monthly by the Federal reserve bank to which 
he is designated. 

What does the gentleman think would be the probable politi­
eal effect of such a provision in the law? 

. .Mr. FESS. It would have this effect: It would subject the 
local control, through a local directorate as expressed through 
its chairman, over the Federal bank, by putting at the head of 
that local directorate an appointive head whose position as 
the Federal agent representing the Federal board in the local 
directorate and in turn acting as the mouthpiece of the Federal 
board, to do their bidding. It puts him absolutely under the 
control of the central authority, which the Democrats have 
always been afraid of. It is another attempt to use tbe ap­
pointive power to secure its purposes. 

Mr. WILLIS. His salary is to be fixed by the Federal 
reserve board? 

Mr. FESS. Certainly. That is modern Democratic doctrine. 
Mr. WILLIS. Jow I want to asij: the gentleman another 

question. Does he know of any other instance in which the 
Congress has proposed to abrogate its authority to fix salaries 
than in the section just read? 

Mr. FESS. I do not. 
Mr. B.A.RTLE~.r. If the gentleman will permit me, there 

nre a number of cases. 
The CHAIRMAN. Does the gentleman yield? 
Mr. FESS. I will yield to the gentleman. 
Mr. BARTLETT. •rake the provision authorizing the physi­

cal valuation of railroads. Then there are many others be­
sides. 

Mr. LA....~GLEY. Do they not always fix a maximum and a 
minimum, beyond which they can not go? 

Mr. BARTLETT. No. 
Mr. FESS. The gentlemen who framed this bill, investinO' 

this dangerous authority in the general board, have ignored 
the instructions of Gen. Jackson. May I, for the sake o:f my 
Democratic friends and in the interest of consistency, read this 
extract from Jackson's message September 18, 1833: 

To give the President the control over the currency and the power 
over individual.s now possessed by the bank of the United States, even 

with the ~terial difference that be ls responsible ·to the peop1e, would 
be as objectionable and as dangerous as to leave it where it is. Neither 
one nor the other is necessary and ought not to be resorted to. 

That is the utterance of Gen. Jackson. Then I want also to 
refresh the memory of my Democratic brethren by referrin<>' to 
certa~ things that were said )?y Thomas H. Benton. I ~ay 
say with respect to the great representation on this floor by the 
State of Missouri that it is one of the strongest delegations on 
the floor, and, with great respect for the presiding officer of this 
House, I may say Missouri never had a more powerful leader 
at either end of this Capitol than Thomas H. Benton. You 
will remember that Thomas H. Benton was the man who stood 
in favor of Andrew Jackson when the great coalition of John C. 
Calhoun, Daniel Webster, and Henry Olay battled against him. 
Finally the influence of those thrne men put upon the Joumal 
of the Senate a resolution of censure against Andrew Jackson. 
Thomas H. Benton, after being defeated .in his powerful de­
fense of his chief, Gen. Jackson, stood in his placa and an­
nounced, "At the beginning of every session of Congress I shnU 
renew my efforts to remo>e that censure " ; and he did it after 
four years and had it expunged in 1837. 

N-0w, listen to what Thomas H. Benton says on this same 
question: 

First, he indicts it for the keeping of the public moneys, which 
amounted to $26,000,000. 

Query: What would be have said of a proposition to have the 
custody of a billion dollars? 

Second, the notes are receivable for all Government obliga­
tions. 

Compare that with the Glass bill. It is the same thing. 
Third, the bana has the name of the United States and the 

Government is a party. 
The Federal notes are also to bear the name of the United 

States. 
Fourth, it can discriminate against other notes, and so on. 
Compare this provision with the proposed bill. 
Now this introduces the question that I should like to have 

my Democratic brethren think of, the note-issue question. You 
speak · of it in connection with the national-bank issue. The 
note issue, as provided in this bill, is not a national-bank issue. 
The note issue in this bill provides that the Government is the 
primary obligor, and the Government must be the redeemer, 
while the national-bank note is an obligation not of the Govern­
ment, but an obligation o~ the issuing bank, bearing its own 
name. Of course, while the Government will redeem that note 
if the bank fails, the Government redeems the note with the 
property of the bank and not with the property of _the Go•ern­
ment, and that is the difference. 

Why did you put that provision in there that the notes are 
to be the obligations of the ~vermnent, to be issued without 
limit, and mark you, redeemable in gold or lawful money on 
demand? Do you mean to maintain the gold standard? In 
certain sections you answer yes. In certain other sections you 
answer no. To certain men you say yes; to certain other men 
you say no, and y-0u are absolutely right. Do you know-of 
course you do-that the phrase "lawful money" opens up the 
question of 1896, with all the vigor of that fateful year. For 
what was it that gave rise to that tremendous enthusiasm in 
J896 that carried l\Ir. Bryan on the top wave of political popu­
larity in the country? I speak of him with great respect, 
understand, with no criticism other than in this particular. 
What was it that gave the opportunity? Why, it was the 
Sherman note and two words in it. Those two words are 
'in coin." The obligation is exactly word for word the same 
as the obligation of tbe United States note or greenback with 
the exception of the two words "in coin." 

If you read a greenback obligation it says, "The United States 
will pay to the bearer --- dollars," and stops there; but the 
Sherman no.te said, "The United Sta tes will pay to the bearer 
--- dollars in coin," and the whole excitement of the silver 
campaign in 1896 grew out of tbe policy of the Government 
as to the interpretation of the meaning of the phrase "in coin." 
If you say that "in coin ·" means that you can pay in silver the 
same as in gold, which, of course, was the legal right of the 
Government, and if wben the holder of a Sherman note presents 
it to the Treasury to claim redemption in gold because it says 
in coin and the Treasury refuses him gold. because we have not 
the gold. or for any other reason, and offers silver or other law­
ful money instead, what becomes of your gold standard? When 
I demand the gold and my Government says it will not give me 
the gold, but pays me with silver or other lawful money, that 
minute the Government discriminates against silver in favor of 
gold. and thus silver loses the protection of the Government and 
rests upon itself .and you are on a silver basi's. [Applause ou 
the Republican side.] . 

The CHAIR.MAN. Tbe time of the gentleman has expired. 
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Mr. HAYES. I yield to the gentleman io minutes. [Ap­
plause.] 

Mr. FESS. Mr. Chairman, I greatly appreciate the kindness 
of the leader on the .Republican side and the courtesy of the 
Democratic l\Iembers of the House. I was saying that lawful 
money, which is one of the redemptions of these notes, is first 
gold, with which may be included gold certificates, because they 
stand for the same, and silver, because the law of March 14, 
19001 declared that there is no change in the original silver law 
which made silver a legal tender. Silver and greenbacks are 
lawful money. In other words, under the laws up to this present 
bill the Government has assumed the obligation of making a 
silver dollar worth about 50 cents in bullion and a greenback 
worth nothing on its face save the Government's credit, equal to 
gold, by obligating itself to pay out gold if _necessary to preserve 
the current value. 

This provision of the law will allow the banks to take these 
Federal notes and demand gold for them, and the Government 
has the power under this provision for lawful money to refllse 
to give gold and force upon the banks silver or greenbacks, for 
both are lawful money. If the Government will thus act, then 
you have the same question again of 1896. If the Government 
will not thus refuse gold, it does not mean so much. But the 
]Jower is there to do it, if the GoTernment so chooses, as it was 
in 1896. 

Now, if you mean to maintain the gold standard and make 
it the redemption money in this bill, just observe what you are 
doing. Look at the burden which is put upon gold. First we 
ha-\e $346,681,000 in greenbacks, with $100,000,000 in reserve to 
keep them at par. This reserve fund, under law, must not be 
intrenched uuon, even at the cost of issuing bonds. We have 
over $2,000,000 of Sherman notes out of the $156,000,000 of 
original issue, and we keep $50,000,000 of gold in the Treasury 
to maintain them at par. Then we have over $1,000,000,000 
of gold certificates out in the country, and the gold funds must 
be kept without infringement to maintain the redemption of 
these certificates if the holders should call for them. 

Then listen. We ha-ve in silver certificates and silver dollars 
nearly $700,000,000, all of which since 1900 must be redeemed 
in gold. At least the Government is compelled to keep them 
at a parity. Add to the greenbacks, to the Treasury notes, to 
the gold certificates, to the silver certificates, to the silver 
dollars an unlimited amount of United States notes-Federal 
notes-provided in this bill, and where will you get the gold 
to redeem all of that? That is the question. What provision 
are you making for the gold? 

Listen, men. Instead of your providing for an increase of 
gold you are keeping the gold supply out of this country by a 
provision in this bill. You say the Treasury note shall be 
receivable for customs, and customs have always been paid from 
the beginning in gold in order to supply our gold needed for 
redemption. Where on earth will you get the gold? You can 
not pick it off the trees; it can not be found that way. We 
collect it through the revenue officers in the customhouses of 
the country; but here, instead of doing with these notes what you 
did with the greenbacks, what you have done with the national­
bank notes, what you really do with the certificates, bot.b gold 
and silver, you make them acceptable for the payment of cus­
toms, whereby every note that you receive in payment of cus­
toms will deplete the gold to that degree. While you are 
JJroviding for an increased demand for gold, if you mean to 
preserve it as a standard, you are cutting off the real source of 
its supply. 

fr. BARTLEY.rT. Will the gentleman yield? 
1\Ir. FESS. I will yield to the gentleman from Georgia. 
l\Ir. BARTLETT. It is trne that the national-bank note and 

the silver certificates can be received now for customs. 
Mr. FESS. The national-bank note can not. I would not 

say as to the silver certificate, but am inclined to .think not. 
Mr. BARTLE'Y.r. They pay customs duties now in checks by 

a recent law. 
1\Ir. FESS. The checks are redeemable in money which ulti­

mately is gold. 
Now, here is another question that I want to ask the Demo­

cratic Members. They will not agree with me in this, but I 
think it is worth while to think about it. Your tariff measure 
is professing to collect from imports ·into the country a large 
swn of money, and by your competitive system you promise a 
large increase of importations. If through the Underwood bill 
you increase the importations to this country to the point, which 
you might reach, of turning the trade balances against us in­
stead of for us, so that we will be buying more goods from 
Europe than we are selling, then the balance will have to be 
settled in gold, the n:oney of international exchange. If you 
reach that point, this country will be drained of its gold. 
Between the two bills, the tariff measure, which provides for 

an increas~d importation, and the currency bill, which :rirovides 
for receiving notes instead of gold for customs duties, between 
these t-;vo plans you are increasing the demand for gold and 
reducing the supply at both ends. Of course if, as I sincerely 
fear you are, you are planning to abandon the gold standard, it 
does not matter so much in either case. 

Mr. PLATT. Could not the Government sell bonds as it did 
under the presidency of Grover Cleveland to obtain gold? 

Mr. FESS. I do not believe in doing that unless it is neces­
sary, and in this case it is plainly unnecessary. I defend Presi­
dent Cleveland in doing it when it was necessary to maintain 
the gold standard or to secure necessary money to care for the 
Government. I think it would have been wiser not to have made it 
necessary, though. What the Wilson bill of 18!)4 did the Un­
derwood bill of 1913 may do. [Laughter.] There is another 
feature of the bill th~t is pretty serious to me. I want to sny 
to my Democratic friends that I would like to vote for a cur­
rency measure. I wish to vote to assure my independence on 
this floor, but I want a measure that does not seem dangerous. 
Your bill has certain points that do seem dangerous to me. 
Now, what can I say about the one feature you have been so 
favorably and enthusiastically indorsing-the Federal reserye 
provision? You may be right there. It does not seem to me 
that you are. It is at least worth while to ask a few questions. 
Your point is to refuse to allow the money in the bank of 
my town of Xenia, Ohio, to go to New York, where it has been 
going; you want it to go to Cincinnati. You say that it ought to 
go to Cincinnati first, so it will not be out of the reach of 
Xenia, and, secondly, to develop Cincinnati. Now, why does 
it go to New York-or why does it not go to Cincinnati? Not 
because of some legal enactment of some legislature, but b~­
cause it bas opportunity to be employed in New York. Why 
does it not stay in Xenia? Because it is idle, much of it, much 
of the year. What good does money do in a bank if it is idle? 
Nothing. How does it in any way help the banker? Not at 
all. How does it help the country? It does not help it at all. 
What ought to be done is, the money ought to be allowed to 
seek the safest, the sanest, and the most profitable investment. 
Where would it go? To the centers. Why are you crying out 
against New York? Why do not you cry out against the 
growth of Defroit or Cleveland or St. Louis or Pittsburgh? 
Why is New York growing? Why is Pittsburgh growing? It 
is growing because all great movements in the city which need 
financing attracts money for the purpose. The $2,000,000,000 to · 
be demanded in the near future for electric utilities is a good 
example. The subway, next to the Panama Canal, the great­
est feat of engineering in the world. is another good example. 
The money that is used and the work that is done are wonder­
ful. Now, friends, you say we would not prevent its going 
to New York if it goes into these enterprises, but say you it 
goes into the gambling of stocks and we are going to prevent it. 
How do you know when you forbid the reserves going into gam­
bling that your decrees are obeyed? How do you know where it 
goes when it leaves your hands? 

The CHAIRMAN. The time of the gentleman has expired? 
Mr. HAYES. Does the gentleman desire more time? 
Mr. FESS. I would like to have a little more. 
l\fr. HAYES. I yield 10 minutes additional to the gentleman 

from Ohio. [Applause.] 
Mr. FESS. I thank you, sir. I am glad to have that time, 

because this is one of the points of interest in the bill, and I 
want light from the men who know the bill, and I want to know 
whether I am wrong in this statement here. My position is 
this: You must not punish the innocent in the name of the 
guilty. If you want to· punish the Stock Exchange of New 
York, get after them, if you have the power to do it from this 
floor, or let New York, which is the real power that ought to 
handle that question, take hold of it and solve it; but do not 
cripple the bank in my town in order to hit the evil in New 
York. That is punishing the innocent person in order to get at 
the guilty person. [Applause on the Republican side.] When 
you say money is going to New York out of these distlicts it is 
because New York demands it and New York has use for it. 
If it does not go to Cincinnati, it is because Cincinnati is not 
so active as New York and does not pay as good interest as 
New York, and would not take as short loans as New York, 
and would not therefore make use of the reserves as well as 
New York. A sane banking system must stand for the creation 
of a sound credit and then laws should be framed to maintain 
that sound credit in order that needed confidence in both the 
banks and the opern tors may be conserved. 

1\Ir. SWITZER. I desire to call the attention of the gentle­
man as to whether or not the provision in this bill that obli­
gations of the Government shall be payable both in gold or 
lawful money are not inconsistent with the provisions of the 



1913. CONGRESSIONAL RECORD-HOUSE. 4875 
act of 1890, which requires the money to be kept at a parity 
with the United States notes and Treasury notes to be paid in 
gold? 

1\Ir. FESS. Does the gentleman refer to. the act of July, 1890? 
Mr. SWITZER. Yes. 
Mr. FESS. There were two laws, you know; that of July, 

1890, which was known as the Sherman law and repealed in 
special session in 1893, and the law of l\1arch, 1900, which made 
gold the legal standard. 

l\lr. SWITZER. Are they not inconsistent when this bill pro­
vides that a Government obligation in the shape of money shall 
be paid " in gold and lawful money" instead of in gold? 

Mr. FESS. To that, 1\Ir. Chairman, I would say simply this, 
that the law of 1890 made possible the agitation over the 
st.lndard. 

l\lr. HAYES. 1\fr. Chairman, I think the gentleman refers 
to the law of moo. 

1\Ir. SWITZER. Yes; the law of 1900. 
1\Ir. FESS. The law of 1890 is what was called the Sherman 

Act, under which $156,000,000 Treasury notes were issued. 
l\Ir. SWITZER. I want to know what the gentleman's 

opinion is. 
l\lr. FESS. My opinion on that is that the law of March 

14, 1900, was simply to establish by law what had already 
been estnbHshed by custom since 1890, namely, the maintenance 
of the gold standard. This bill, if it becomes a law, will change 
that, as it provides money other than gold for the redemption 
of these notes. 

Mr. SWITZER. Does it not change the law? 
Mr. FESS. The feature of the bill touching the note issue 

would be inconsistent with the law of 1900 establishing the 
gold standard. 

Mr. SWITZER. Does not the repealing section of this bill 
repeal the act of 1900? 

l\1r. FESS. In effect it does, though not in terms. 
Mr. SWITZER. Then, in that event, Mr. Bryan would get 

in this bill what he did not get in 1896, would he not? 
Mr. FESS. That is precisely what I said. Yes. In 1896 1\Ir. 

Ilryan said the Goverm:nent ought to exercise its option and 
discTetion as to what a note should be paid in. This bill does 
exactly the same thing. That is what I tried to say a while 
ago. In my opinion the legal effect of this bill as written 
without amendment of the clause allowing other than gold to 
redeem these notes is inconsistent with the law of 1900, and in 
effect repeals the gold standard; that is, it gives the Secretary 
of the Treasury plenary power to refuse gold payment and 
force the holder to take silver, and thus place us on a silver 
basis. 

Now I want to get back to these reserves. It seems to me 
when you are undertaking to prevent the money from going 
to the money center you are trying to do what is impossible, 
and I want my Democratic friends to hear this : When I spoke 
to one of the keenest students of finance in this country, a 
Democrat who is backing this law in influence, I said to him, 
"How can you, by law of Congress, prevent money going from 
my State into New York to be employed there in business?" 
What do you think he said to me? He said, "It will not do it. 
The best thing this law will do will be to disclose the hypocrisy 
of people who say they think it· will." That is what he said to 
me. and he was right. You can not make water run uphill by 
declaring by an act of this Congress that it must. [Applause 
on the Republican side.] 

You can not take a chip and, by the authority of the Gov­
ernment, stamp it a biscuit, and thereby make it a biscuit. You 
can not.take a meal ticket and convince a hungry boy that tbP. 
meal ticket is the meal, even though the Government said it 
was. [Laughter on the Republican side.] That is impossible. 
It makes no difference if the Government does say so. This 
Government can not say that. money in my hands or in bank 
in my State can not and dare not leave my State. If it should 
say so its decree would not be observed unless that decree was 
in accordance with natural law. Neither can ·it say where it 
shall go. If money can be profitably employed in New York 
it ought to be allowed to go there, if there is ~etter employment 
there for it than in Ohio, even if Cincinnati wanted it. 

I understand the contention here. My friends from the far 
West will want a Federal resen-e bank and they will probably 
vote for this bill, because their people think the bill will giYe it 
to tl1em. The same can be said of the South, also of the North­
west. You can have a Federal bank in Maine, but that does not 
insure the profitable employment of money in business in that 
section, because that does not come by law or by decree. You 
have to observe the laws of trade, and if you undertake to 
counteract them, you might retard them, but you can not pre­
\ent tbem. 

Therefore I say to you that this provision as to the Federal 
reserve is not what you think it will be, and I do not believe it 
should be put into law unless you can be assured that it can 
be made operative. 

I would not be so unkind as to n y in this magnificent pres­
ence of friends and thinkers that you are doing anything of 
that kind for the sake of favor at home, but it sounds a -mighty 
sight like a good campaign proposition and a good campaign 
propaganda. [Laughter on the Republican side.] It sounds 
awfully like that, -and yet I will withdraw that statement, be­
cause I may be wrong. But nevertheless this is true: This 
House, together with the Senate, can not counteract the laws 
of trade, and if New York is the -center of growth, it is not 
because of law in this House, but it is because of the laws of 
trade. What are you going to do about it? 

Mr. STEPHENS of Nebraska. Mr. Chairman, will the gentle­
man yield? 

l\Ir. FESS. Certainly. 
Mr. STEPHEN'S of Nebraska. The gentleman does not me~n 

to say that by statute we can not prevent the legal reserves of 
the banks frc,..n going to New York, does he? 

Mr. FESS. Nv, I do not mean ·Lat. I mean that whate·rnr 
bank has legal reserves, it will have other money. And "hen 
you follow that le~al reserve, a:-e you sure that the money you 
put in thr··e is the same money? 

Mr. STEPHENS of Nebraska. ' ... 'his bill does not prevent 
your bank from sending other money than its legal reserve to 
New York. 

The CHAIRl\.!AN. The time of the gentleman has again 
expired. 

l\1r. HAYES. I yield one minute more to the genCcman from 
Ohio. 

Mr. FESS. I want to say oofore I sit down that I do not 
share in the Cl'iticism that -the oill has been prepared without 
thought. In my opinion the bill represents the keenest think­
ing of some of the keenest schola1.:; on the subjeet. I am, 
however, somewhat distressed that it was made a ·partisan 
measure as it wt.s. I wi])h it had been an open affair, where 
we could feel sure of safety in the m·~: titude of council. 

I want to congratulate the cmpmittee on the sort of bill they 
have brought in, but wish that soJT"e modifications might be 
made so that the rest of us could support it. [Applause on the 
Republican side.] 

l\Ir. BULKLEY. I yield to the gentleman from Missouri 
[Mr. LLoYD]. 

[l\Ir. LLOYD addressed the committee. See Appendix.] 
1\fr. BULKLEY. I yield to the gentleman from Kansas [l\fr. 

DOOLITTLE J. _ 
Mr. DOOLITTLE. Mr. Chairman, I have listened with some 

interest to the attacks of the opponents of this bill, and the 
more I listened the more certain I became that their diapha­
nous debate-and I think that well expresses it with only 
the requirement of casual thought and glance-is in reality a 
search for something in tb.e bill to complain of and howl about. 
The opponents of the bill know it is a masterful piece of con­
sn·uctive legislation, destined to wo.rk wonders of good to all 
classBs -0f the American people; and these opponents on the floor 
of this Hom;;e will yet see, I venture to say, that their -various 
and ridiculous positions are untenable, and that they will, to 
a large extent, vote for the bill regardless of party when the 
final roll is called. It is marvelous the discord displayed by. 
those who think, or, rather, pose as thinking, for political effect, 
they are against the bill. We hear some gentl2men shouting at 
the top of their voices that the bill is class legislation in fa "\'Or 
of the West, and against that we have others stating that the 
bill is all for the good of Wall Street, while a leader of a minor­
ity party on the floor calls it a make-belleve device devoid of 
what he considers real worth. And with it all none of them 
offer anything that even they consider better. 

No one has said this or any _ other bill is ·perfect; but it is as 
near perfect a.s the Democratic membership or any other mem­
bership of this House can make it. The bill is radical bnt 
rational. Their debate is transparent, ungenuine, and through 
it all we see their extreme di pleasure at the tremendous and 
popular strides of progress accomplished by this great adminis · 
tration, hand in hand with the House and Senate. By their 
attacks they hope to detract from the unprecedented popularity 
of our President and his wise, patient, aggressive, businesslike 
administration. 1\Ir. Chairman, these opponents will suffer dis­
appointment. The people of our country have absolute confi · 
dence in the great Executive in the White House, and nPYf'r 
before in the history of this Republic has there been greate1• 
accord among the party in power, and never before has tbt"re 
been so great n zeal to do something for the mns es of Ameri­
can people, who have come into possession of their owu Gov-
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ernment through their Yotes and their champion and President, 
Woodrow Wilson. 

But to get back to the currency bill-and in· passing let me 
say that no other political party in the past half century has 
e,·er been able to agree on a currency bill within its own party; 
and it is not because the Democratic caucus approved this bill 
that I am for it-I am not bound by caucus action-but it is 
because I think this bill is brimful of merit. We are to place 
on the statute books a currency and banking law that will 
emancipate the business of America from the hands and control 
of Wall Street and the Money Trust and put it on a basis of 
indiddual merit and responsibility where it can not be crushed 
by the Money Trust and the credit monopoly, as many legitimate 
enterprises in the past haYe been crushed. As glaring instances 
of the methods and power of the money monopoly I haYe in 
mind the 1907 money panic, and later the receirnrships for two 
great railway companies-the Orient and the Frisco. Every 
man here and every citizen of the United States remember:; 
hO\Y the banks refused full payment on checks and how many 
suspended any payment at all in 1907_ You remember that it 
came on in less than a day-almost instantly-and you know 
wllo e fault it was It was not your home bank's fault; it was 
the fault of tlle speculating reserve banks in Wall Street and 
other money centers with whom the home banks carried their 
re en-es. 

'l'he Wall Street banks had loaned so much of the country 
banks' reserve on deposit with them to speculators that when 
crop-moving time came in the fall of 1907, and the home banks 
began to recall their reserve deposits to meet these legitimate 
demnncls, the big speculnting reserve banks could not pay them 
because they had loaned it out So, as the home bank could not 
get lts money, just so you could ·not get your check . Cl-l~hed, 
whether it was your own or some one el es. The home banks 
simply could not get their cash, ancl in consequence were unable 
to let you haYe yonrs. This Glass currency bill is an insurance 
volicy against any such panics, as I shall presently show you. 

If the l\Ioney Trust puts such huge companies as railways into 
the hands of receivers, what chance has smaller concerns against 
it? The Kansas City, Mexico & Orient Railway Co., com­
monly h.11own as the Orient, is. surveyed and grade<l almost the 
entire <listance from Kansas City through the great agric111tural 
and stock-raising districts of Kan~as, Oklahoma, Texas, and 
Mexico to the Gulf of California, and seyeral hundred miles of 
its lines are in operation, but its further construction is at a 
standstill, and bas been for many months past. Why? Arthur 
E. Stillwell," former president of that road, in his attack on 
the Money and Credit Trusts gave the reason-those trusts 
composell of directors and stockholders in railways and other 
huge corporations simply did not want any more competition 
for the transcontinental railway , so they refu ed to finance 
his road further or to allow it to be done-our antitrust 
legislation the coming session will put an end to t1le evils 
growing out of interlocking directorates. And the result is 
that perhaps this railway may never be built and the op­
portunity for employment for thousands of men lost. The 
great expanse of territory sought to be traversed, the counties, 
towns, and farming communities, that for years h:rve expected 
this new vein of commerce to put them into better touch with 
the commercial activities of the world, to enlarge their popula­
tions and properties, to gh·e them cheaper and more satisfac­
tory railway facilities, to increase the value of their possessions 
and to put the products of their institutions, fields, and feed 
lots ~arer to market, appear due for further and continued in­
com·enience, di appointment, delay, and loss. 

When we take the control of the money of this Nation from 
the hands of a few indivicluals and huge bankina corporations 
and distribute it in the several regional reserve banks, as pro­
vided by this bill, not controlled by any set of capitalists, but 
by the Government itself, it will be impossible for any legitimate 
business to be made the victim of some whim or scheme of 
destruction hatched out ·in Wall Street or some otller money 
center or even inadvertently brought about by a restrkted cur­
rency. Under this bill we shall haYe all the money required for 
every legitimate enterprise, vurpose, or industry, and without 
having to ask Wall Street's consent. 

And why should Wall Street barn refused to renew the notes 
of the Frisco Railway early this summer? Never before had 
there been any trouble in having them renewed, and the railway 
company was in excellent shape. Why? For the answer to that 
I will insert herein an extract from Bank Notes. a bankers' 
journal, published at Indianapolis, and not connected with the 
Money Trust. The editorial from this paper follows. and should 
be given great \Yeight. It is worthy of sober reflection: 

WILS0:-1 CHECKED BIG PA!\IC-BUSINESS SOUXD. 

A credit panic. carefully planned out by Wall Street , was well undPr 
way '>D Friday, the 13th of June, when it was stopped almost instantly 

by· Secretary of the Treasury McAdoo's announcement. made with fnll 
approval of President Wilson, that the United States TreastI1·y was pl'e­
pared to loan the country bahks $500,000,000 to parnlyze the n·n11 
Street gamblers. 

There is apparently no doubt that big financial interests cleliherntelv 
mapped ?Ut a i;mnic to throw some of their enemies into bankrnptr~ 
and to give tanff and currency reform a black eye. Fo1· three months 
their paid representatives bad been traveling around tbe countL'y spre:id­
mg alarm amon~ bankers and business i:nen. Trust-owned new pape1·s 
had b~en foliowmg them up and secondmg the motion by announcing 
~o c~~~~f. shortage of money and a country-wide stagnation ot l>usincss 

All this time pr<?sperity was on a sounder ba is than ever befnre. 
Crops, steel production, and exports had broken all records. Wall St1·cet 
sulked, then planned a v.anic. 

It boarded gold until the money market was almost cornered and 
country banks were squeezed hard. Many big banks announcer! tbat 
money was scarce; at the same t~me their vaults wei-e bulgin~. One of 
the loudest howlers had reduced its loans and inc1·eased its deposits l>y 
weakening securities until it increased its stock of money nearly 
$20.000,000. 

Then th~y began. to apply the screws. Loan were refused. A great 
western railroad with over 7,000 miles of tracks was thrnwn into lmok­
ruptcy because Wall Stre~t refuse<;} to loan it 3,500,000, a loan that this 
road bad often floated without difficulty. . 

That was on Friday, the 13th. It threatened to be a second black 
Friday op. the New York Stock Exchange. 

A pamc started. 
The stock market almost went into chaos: manv secm·ities fell In an 

hour to lower price than during the panic of 1 c- o7. 
Then came the official announcement that country bankeL' no lon o-e r 

bad _to look to Wall h·eet. The nited State Treasury would i sue ~1p 
to $n00,000,990 in e~e1·gency currency undet· the Aldrich-Vreeland Act to 
meet any cnsis. This meant a l!'ederal war against 'Vall St1·eet. 

'!'here was no need of the money-after it was offered . One threat 
was enough. 

Metrnpolitan banks suddenly "found" millions and dumped them on 
the loan market. The high call loan rate was cut in two in a few 
hourn. One New York bank reduced its rates for time money offered 
to lend freely of its smplus rl"servc of $2 ,000,000. and In one day 
bought $7,000,000 of commercial paper; the day before this bank ball 
been the loudest calamity. howler ab9ut a m9ney shortage. 

Wall Street has been given a ten·1fic beating, and the panic has gone 
over our heads like a bJ::tcl;: cloi,id-prnbab.Jy for good. 

Now, watch the ?ther banking magazrnes jump on "Bank Notes." 
Not_ one of them w~ll print the truth about this deliberately planned 
pame, because certum of the financiers who were in on the diabolical. 
anarchy-breeding conspiracy adverti. e in those publications. "Bani< 
Notes" is for the countt·y banker; this is the story of the panic from 
the country banker's side. 

Shortly after the Fri co receiver hip anu the further threat 
of the trusts and combinations to bring on a business depres­
sion, President Wilson came before Congress in pe1· on and de­
livered his epoch-making message calling ou the American Con­
gress to deliyer the country from the powers of the monied 
interests and to set business free. . Ila ve we responde<l to his 
timely warning and rmtriotic request? We have, and thi hill 
before ns bears the hearty indorsement of the President, and is 
known as an admini tration measure, and will receive practically 
every Democratic vote and, again I predict, many Ilepublicnu 
and Progre si ve votes. 

I shall not· enter into a discu sion of tile bill section by sec­
tion, as you have already listened to many excellent addresses 
that have shown far greater knowledge of banking and _currency 
on the part of their authors than I posses . But in vassing I 
should like to refer to the able statement of the gentleman from 
OklaQ.oma, Hon. CLAUDE WEAVER, a men1ber of the Banking and 
Currency Committee, regarding the splendid items of reform 
this bill inaugurates: 

1. Government control is substituted for bank controL Creating a 
currency for a nation is the highest attribute of a sove1·eign power 
deeply affecting all the diversified interests of the social state. To sur­
render this power to · banks or any private interests is destrnctiYe to 
good government and tr·eason to tbe people. 

The I• ederal resen·e board consists of seven public officers appointed 
by the President of the nited States, subject to confi1·mation by the 
Senate, and the President himself is a public officer, and if he violates 
bis trust is subject to impeachment and removal. 

2. The bill provides for the mobilization and use of the cash resen·es 
of the banks whenever needed in times of trouble. 

3. It provides as a basis of the currency, in addition to the pre~eat 
CUL'rency, that it shall be issued upon gilt-ed~e comme1·cial paper of an 
established standard. issued for the agricultural, industrial, and com­
mercial purposes, thereby pl'Omoting industr·ialiy, agriculturally. and 
commercially the great producing and di tributing agencies of tlle 
wealth of the world. · 

4. The surplu money of all sections of the country under the present 
system bas been concentrated in New York and loaned on call and on 
stock-exchange security. It is withdrawn and distributed over the dif­
ferent parts of the country equital>ly in proportion to business demands. 
thereby becoming availal;>le to the great masses of our citizens in tend of 
being monopolized by the g~mblers and stock speculators in Wall Street. 

5. By withdrawing from New York this ·surplus money at a single 
blow the Money Trust is destroyed. 

6. Notes or !..>ills issued or drawn for the purpose of carrying on trade 
in stocks and bonds are denied the privileges of discount at the Federal 
reserve banks. · 

7. Credit facilities between diff'erent sections of the country, so long 
unequa.l, are made uniform by virtue of tbe power· vested in the Federal 
reserve board to require FederR.l banks to redl count the discounted 
prime paper of other Federal reserve banks, thereby taking from ·a bank 
that is . plethoric in fund its surplus to relieve another bank in a sec­
tion of the country that is flaccid and drained. 

qur friend embarraf?Ses me somewhat wi.th bis big word . 
8 . Adequate banking facilities for all sections of our country are 

ther eby provided to promptly and on reasonable terms meet the ordi-
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nary or unusual demands far credit or currency for moving crops or for 
other legitimate purposes. 

9. An instrument is afforded bf this bill, namely, the Federal reserve 
board tbat can deal effectively with the broad questions which, from an 
inteniational standpoint, affect the credit and status of the United 
States as one of the great financial powers of the world. 

10. 'l'he bill provides for American banking institutions and branches 
of the Federal t·eserve banl;:s i!J. foreign countries, thereby giving Ameri­
can citizens in foreign countries improved banking faciliti es, facilita ting 
and expanding American trade with all the countries of the world. 

11 The vrovision for national banks to establish trust and savings 
branches will enable that department of the banks to give the public 
far better accommodations by making loans of longer maturity than 
commercial banking justifies. 

12. The State banks, banking associations, and trust companies are 
admitted to membership in the system and thereby accorded all its 

be~~~t~ational banks are given the power to loan money upon real 
estate thereby enabling them to serve farmers and other borrowers in 
rural 'communities. 

14. The independent Treasury system is abolished. The irregular 
withdrawal of money from cfrculation in periods of excessive Govern­
ment revenues is avoided and the entire revenues of the Government are 
placed in circulation, becoming thereby available to all the people. 

15 The gradual retirement of the national-bank currency is provided 
fot•, ·thereby paying off the national debt and carrying out f efferson's 
pledge-the honest payment of our debts and sacred preservat10n of the 
public faith. 

And the bankers should not complain of this bill, and I cer­
tainly belie,Te they will not seriously protest when they thor­
oughly understand it; I dare say I know they would ~ot ~om­
plain if they thought another 1907 panic was anywhere ill sight. 
I know of no better example of the first workings of the bill 
as affecting a bank than that expressed by the distinguished 
chairman of the Banking and Currency Committee, the Hon. 
CARTER GLASS when he showed its application to a country 
bank, and I shall insert that clear and simple example herein 
as a part of my remarks. Of course a larger or smaller bank 
would be affected proportionately: 

Let it be assumed that a bank of $100,000 capital (no surph::s) Is the 
owner of $75 000 in United States 2 per cent bonds and has outstand­
in(J' $75 000 of circulation. Let it also be assumed that this ·bank has 
total ou'tstanding deposits of $400,000. The bank is a country bank. 

How will this new plan affect this institution? In the first place, 
the bank in question it it has $400,000 of deposits, must have on 
hand in its own vaults 6 per cent of that amount in cash, or $24,000, 
and must have 9 per cent of that amount, or $36,000, as a balance 
with the reserve bank. · . 

Under this bill this bank must hav·~ a reserve of 12 PH cent mstead 
of 15 per cent; of which 5 per cent, or $20,000, must t1;lti.mately be 
placed with the reserve bank and $8,000 may be kept either in ~he 
one ·place or in the other. when the whole measure has become operative 
at the end of three years. . . 

As the bank bas $24,000 cash when it enters the system it is $4,000 
ahead of the amount reqnired to be held in its own vaults. It can 
drnw for the remaining $28.000 required of it upon its present reserve 
city correspondent, with which it holds $36,000. sending t~e ~28,000 
check to the new Federal reserve bank. After tbe transaction is over 
its reserves will be complete and it will have $4,000 in cash and 

8,000 in balances over and above what it needs to meet its reserve 

reCJ;~~er:;:~~s. however must contribute $10.000 to the capital stock of 
the Federal' reserve b'ank which it has joined. If it pays this amount 
out of the $12,000 surplus it will become the owner of $10,000 stock 
in the new reserve bank and will still have $2,000 surplus out of its 

foT1l~ b.;1i~ce;as receiving probably 2 per cent upon the $36,000 
balances it carried, making in all $720 a year. Assuming that the 
stock in the new reserve bank pays 5 per cent it will yield an income 
of· $500 a year. The bank, moreover. has $2.000 of free cash still 
remaining, which 1t can loan after withdrawing it from its present 
correspondents- say at 5 per cent-bringing in $100 annually. Or 
if it were to use this $2,000 as a reserve upon which to build up new 
loans, it could lend about $16,000 thereon, which at 5 per cent would 
yield it $800. On this basis' the changed situation of the bank might 
result in a loss of about $120 a year or in a gain of $580 or in any­
thing between those two sums. The reasonable expectation would 
be that the bank would get a material increase in its revenue. Just 
how much would depend upon the extent of the loans it could make 
in response to demand in the community. 

The bank would be able to exchange each year 5 per cent of its 
present $75,000 ot 2 per cent bonds, or $3,750. If we assume that tbe 
bank sells the a per cent bonds it receives through this exchange at par 
and with the proceeds pays off the notes now outstanding against them, 
the efl'ect is simply to reduce its assets and liabilities by equal amounts, 
at the same time releasing it from the necessity of retaining the 5 per 
cent redemption fund in Washington, which at once becomes available 
as a basis for reserve loans at home. This 5 per cent redemption fund 
would be on $3,750 equivalent to about $185. If this were loaned 
directly at 5 per cent, it would yield an income of $9.25. If the $185 
were used as a 12 per cent r eserve against loans, about $1,500 of loans 
could be made, which at 5 per cent would yield $75. This, if taken 
ln connection with the showing made above, would reduce the loss to 
$45 a year, or would increase the gain to $655, with corresponding 
changes in intermediate points between these two extremes. If the 
banks bad no notes outst:rnding against the bonds which it converted 
and sold, it would get fluid funds equal to the amount of the bonds thus 
sold, which could be loaned at 5 per cent, instead of the 2 per cent now 
paid by the bonds. This would be a difference of 3 per cent a year in 
favor of the new plan on a principal of $3,750. On the other band, if 
the bank simply paid off its outstanding notes out of the nonreserve 
money on band-as in many cases it might-and held the new 3 per 
cent bonds as :m investment, it would prnfit to the extent of 1 per cent 
oveL' the .existing- situation on a principal of $3, 750 a year, or $37.50 
the first year, $75 the second year, and so on. At the end of 20 years 
it would b~ 1 per cent ahead on its whole $75,000 bonds, or $750 
annually. In this event it is cleat· that within three years the increased 
revenue front its bonds would offset any possible loss due to the sac­
rifice on the 2 per cent intcTest on reserves. Against this might fairly 

be set off the income, if any, that it might have made by loaning the 
cash used to cancel its outstanding bank notes. 

Summal'izlng, it is safe to say that u\lon the narrowes t possible bas is 
likely to present itself in the case of this bank the institution would , it'. 
it paid up its whole reserves under the new plan in cash, full y cl ear 
itself and make an additional r evenue of from $200 to $500. If ins tead 
of paying up its reserves in cash it got the r eserve credit by redis­
counting, it might profit to a very much greater degree: how much 
greater can not be estimated without knowing the rate of interest in 
the community and the extent to which it could obtain paper eligible 
for rediscount. 

The banks are inclined to complain about the reserye require­
ments, but certainly it is not unfair to require that they keep 
handy a few cents of the depositor's dollar as a resene to pay 
that depositor when he wants his money. A reserve is a reserve 
and must be available at all times. 

In· my speech on the tariff bill I said that we had gone far 
toward lightening the burdens of the American people, and I 
am now able to say that we will have further relieved them of 
onerous burdens. And, Mr. Chairman, I am glad to obsene that 
this .administration and Congress has not yet completed its an­
nounced and fixed program of relief for the people. A farm­
credit system is yet before us, and it is much nearer than when 
I mentioned in my tariff speech a farm-loan bill and my purpose 
to introduce one at this session of Congress. As many of you 
know, on June 17 I did inh·oduce a farm-loan bill (H. R. 6158) 
to provide 3 per cent money on long-time loans, and provided for 
its repayment at 2 per cent per year, making 5 per cent per year 
all told, which would wipe out the entire debt in 50 years with~ 
out the borrower hardly knowing it and without his having to 
pay out as large a per cent as he now does for interest alone. 
Such a law would put a family on every quarter section in the 
Middle West. President Wilson has already stated in a formal 
interview, widely published, that he would ask Congress to pass 
a farm-credit bill at the next regular session of Congress. 

And that great statesman, for whom e-very ·man in this House 
has a deep affection, the Hon. Speaker CHAMP CLARK, has for­
mally given his support and influence to Government farm 
credits; and as almost a guaranty that we shall have a farm 
loan and credit law, the Democratic caucus has instructed the 
Banking and Currency Committee to report in such a bill at the 
next regular session of Congress. I shall appear before that 
committee and urge the acceptance of and favorable action on 
my bill, with such additions as may be advisable. But whether 
it be my bill or some other bill I feel absolutely assured when 
I say we will put it into law. 

In conclusion, gentlemen, let me say that the people of my 
native State-Kansas-a part of which I ha>e the honor to 
represent here, have no banking institutions within its borders 
that we are afraid of-we li\e together and are friends-all we 
want is a guaranty that the big city banks will not ever agnin 
be able to bring loss and confusion to our people through the 
unwilling instrumentalities of our local banks and the curtail­
ment of legitimate credit. There is nothing the matter with 
Kansas. A shortage in one or two crops this year can not daunt 
the courage of her people. I protest against the false and lurid 
stories recently printed in the eastern press about suffering in 
Kansas. It is true that we have had a light rainfall this snm­
mer and it has been hot, but we have not been in "sore straits" 
at any time. On the other hand, more money is coming into 
Kansas this year than on the ordinary good corn crop years. 
Our alfalfa crop, which has been planted in large quantities for 
several years past, is worth $65 per acre from many fields. 
Our wheat crop is one of the best in our history-right at 
80,000,000 bushels-and the oats crop was good. Our valua­
tion is about $2,700,000,000-an increase of $43,000.000 over last 
year. Kansas has contributed her full share of meat and 
breadstuffs to feed the world. The truth about Kansas is her 
best praise; take her and her people as they stand, they are 
unmatched and matchless-the greatest domain under the stars. 

What a complete emancipation of all the people from trusts. 
combines, and money powers when the Underwood tariff bill 
gets to working, the Glass currency bill is a law, and a farm­
credit system is established. The possibilities and the oppor­
tunities of the immediate future are many. The outlook is 
roseate and bright. The people are ready. New activities in 
the business world have begun; continued and enlarged pros­
perity is with us. 

l\fr. BULKLEY. I yield to the gentleman from Virginia [1\lr. 
SAUNDERS]. 

Mr. SAUNDERS. Mr. Chairman, the pr~paration, and pas­
sage of the pending bill, will be the answer of Congress to a 
universal popular demand that has become more exigent · witli 
the passing years. 

From its inception our present banking and currency system 
has · been ·under fire. Attention has been often called to its 
manifest defects, with the hope that some f!xpert, or bods of 
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experts, would prepare an alternative system that would rest 
upon some other foundation than the Nation's debt. But while 
many haYe essayed this task, their suggestions ha\e not been 
npproved by the business and banking community. The most 
mnhitious of all of these schemes was the plan submitted to Con­
gress by the National Monetary Commission, commonly known 
as the Aldrich bill. But this scheme which proposed to organ­
ize one great central bank, w1th 15 branches to cover the whole 
country, did not find either popular, or congressional favor. The 
popular objection to a central bank is inherent and deeply 
l'ooted. The fundamental difference between the Aldrieh plan, 
aud the ldl<>me of the present bill~ is that the latter utterly 
r.cjects the central-bank idea, and contemplates a divisio:µ of 
the country, for working purposes, into 12 great divisions. In 
each l)f these divisions a Federal reserve bank is to be organ­
ized. 'rhese reserve banks are severally independent, ·but are 
subject to the supervision of a Federal reserve board, consist­
ing of 7 members. This board has been described as the 
•·capstone of the scheme." 'rhe composition of this board is ae. 
follows, the Comptroller of the Currency, the Secretary of 
Agriculture, the Secretary of the Treasury, and four others to 
IJe appointed by the President for respective terms of eight years. 
The versom1el of this board gives ample assurance that the 
delicate duties imposed upon it, will be discharged with an eye 
single to the publk good. With a view to making the appoint­
ments of a nonpartisan character~ so far as possible, tbe bill 
prorides that no more than tw-0 -0! the appointees shall belong 
to one political party. . 

:iuueh criticism .has been directed toward this f~ature of the 
bill, particularly by the big bankers of the -country, who seem to 
apprehend that this measure will impose some limitation upon 
the opportunities for excessive profits which they have long en­
joyed under th~ present system. But these criticisms are singu­
larly la.eking ,in merit. No banking function, in the proper sense, 
will be exercised by the board. Its powers are the essential and 
vital powers of oversight, :md regulation. The chairman .of the 
committee speaks -0f them as the powers th.at relate to examina­
tion, regulation, publication, and control. It is almost a 
sufficient answer to the -savage critidsms which have been 
so directly aimed ngainst this board, to say tha..t the powers 
which are conferred upon it solely in the public interest., baY.e, in 
large men sure, .been exercised for many years past by the Secre­
ta ry of the Treasury, and the Comptroller -0f the Cm·rency in the 
OYersight, and regulatory control of the national ban.ks. If the 
proposed system is to seITe the purposes for which it is intended, 
namely the utilization of our banking 1·esources in time of 
strain, .so that the whole system will be tied together, one for 
an, and all for one, then not -0nly must such a board be created, 
but it must be clothed with the very powers confened by the 
pending bill. Chief among these powers is the right -0f the 
board to require that the Federal reserve banks shall reCliscount 
the discounted prime paper of other Federal resene banks in 
time of emergency. 

It is -0ne of the inherent weaknesses of the present system that 
" under stra ined financial conditions, each bank is thrown on 
its own resources, and in self-protection must act independently 
of all the rest. There is no pr-0vision whereby all can cooperate 
in time of danger, though it may be manifest that safety lies in 
a common policy of action, and cooperation. At such a time it 
becomes necessary in the protection and maintenance of indi­
vidual reserves, for each bank in the national system to contend 
against eYery other bank, tller('-.by dissipating and scattering the 
~eat bulk of the reserve m-0ney of the - country~ into a large 
number Qf small honrd.ings, and compJetely desb·oying at the 
Tery time when strength and power .are needed to retain and 

ompel confidence, the strength and power that would be gained 
by unification, and ma sing of reserzes for the mutual support 
of the banks, and the common good of the public." 

In con~equence of this and other defects in our present 
un cientific system, chief amongst whlch is the absolute rigidity 
of the currency which it provides, and the ·rnst amo~unt of re­
ser>e money impounded in the reseITe safes of the national 
bnnks: and the United States Treasury, th1s country has been 
"Visited with frequent and dre;;idfu1 p anics during the last 50 . 
years. ScYeral times at least have these financial di~asters oc­
curred within tb.e last three decades. At the ¥ery time -when 
help was needed, the i:;ystem found itself unable to launch a 
single lifP.bont. No wonder that the financial experts of -0the1· 
countrie hn'\"e denonneed the system in vogue 'in the United 
St:ites 11s "barbarous.." ~o wµndH' that our own experts. 
though smarting under the charge, bu.-e 'been unable t-0 deny the 
justice of this criticism. For it has been patent to an th t th-e 
' prohibitfon of the iending power of the b nks, in the presence 
of unusual demands upon them, due to their lack of means to 
protect their re~erves by the use of any 'Satisfactory substitute 

therefor, or of replenishing them through adequate rediscount­
ing facilities " has caused them to be weakest, when they should 
be 'strongest, has curtailed their facilities, when the demand for 
credit was greatest. So long as the winds are fa.ir, and the 
seas smooth, the m-0st ricketty and unseaworthy vessel may 
make headway. Such conditions are no . test of the sailing pow­
ers, or reserve st.J.·ength. of the craft to which our fortunes are 
committed. The real test comes when the hur1icanes blow, and 
the billows rise. Our currency system, sufficient under ordinary 
conditions, has been proved to be inadequate and insufficient 
when exposeq to a real financial storm. If it may be fairly 
said in its behalf that at least it did not founder, it is further 
true that at such times it was water logged, and heJpless. 
Small wonder, then, that all thoughtful men have been con­
cerned tG p1·ovide some sufficient alternative system for this 
fair-weather craft~ Small wonder that President Taft, SJ)eak­
ing of the currency problem, -decla.red that it is more important 
than the tariff, lll{)re important than the question of trusts, and 
more important than any political question that has been pre­
sented. 

Small wonder that bankers' associations, monetary -eommis­
sions, and financial experts have in succession, suggested Tari­
ous remedies for .an intolerable situation. Small wonder that 
even the Re1mblican Party was moved to c1·eate the Ald1ich 
commission which if it produced an impossible scheme, at least 
co11ected .a valuable library for the benefit --0f all students of 
banking and currency problems. Small wonder that the Demo­
cratic Party, eYeT on · the alert f.or legislation in aid of the 
interests of the people, committed itself in its last platform 
to a systematic Te•i~ion of the banking laws of the United 
States. This bill is in redemption of that promise. 

Fundamentally this measure is at "Variance in many direc­
tions with the Aldrich plan, but notably so in its provision for 
Government control, and precautions against the possibiUties 
of undue inflation. The for-emost ad·rncates of the Aldl.'ich 
scheme hav.e been forced to .admit that it contemplated '"such 
vast <:redit extending power, -as to be .alm-0st beyond belief. and 
certainly far beyond the requirements in any panic." Presi­
dent Wilson in his recent message happily stated the funda­
mental requisites of a sound and ad.equate -curreJ].ey system : 

We mu~t have a currency, not rigid as now, but readily and ela-Rtt­
cally !re ponsiv~ to S.01?-fld credit, the ,~xpanding and contracting credits 
of every-day transactions, the normal ebb and flow of pel'sonal and 
co"DJ)ru:ate dealings. -Our banking laws must mobilize re erve ; must 
not permit the 'Concentration anywhere in :a few hands, -0f the monetary 
resources of the country, or of their use for speculative pur~s in such 
volume, as to hinder, o:r: impede, other more l~gitimate, more fruitful 
uses. And the control of the system of banking, and .of i ue, whi ch 
our new Jaws are to set up, must be public., not pcivate, must be 
vested in the Government itself, so that the banks may he the instru­
ments, not the masters of business, and of individual enterprise, 
and :initiative. 

SureJy these are wi e words, and it ought not to b~ hard to 
-choose between a carefully worked -0ut plan in which the con­
trol of the entire system of banking and of issue, is in the hands 
of the Government upon which rests th-e responsibility for the 
welfare of the whGle counh-y, and another scheme whlch re­
mits this .control to agencies .created by, and responsive to the 
system itseJf. Strange to say haweyer the sharpest attacks of 
the opposition are directed against . the constitution ancl the 
powers of the Federal reserve board. _The teeming imaginations 
of the gentlemen who are opposing this measure, have been 
overworked in the constru-ction of direful pictures -0f woes un­
numbered, to follow in Jogieal sequence from this feature of 
public control, and the exercise of the power which is com­
mitted to the reserve board. This power has been described 
as the "_power that would enable an admi.mstrution ·to build up 
an invincible pol1tic.ul ma.chine, depress or stimulate the ma.rket. 
inflate the currency, fa.Yor -0n.e section of the country., and dis­
criminate agains-t .another, and absolutely control the financial 
affairs of the people of the whole country.'' 

It is needless to say that th~se suggested dangers nre purely 
visionary. Theoretically in our scheme of government mnny 
things ,are possible, which never occur in actual practice. The 
time will not come, except with the failure of popular g-0 ·ern­
ment, when a President of the United States, in tbe dischnrge 
of his responsibilities under this act, will undertake to hold up 
the whole financial system of the United Stutes in the vain 
effort to further thereby the schemes of partisan poUtics) aml of 
persona1 ambition_ 

The whispering of conscience aud the dictate of prudence 
will alike constrain the officials charged with the oversight of 
tills vat system, upon which will bang the hope of their couD­
trv, fo walk in the straight and nmTow path of duty well done. 
Nor will another impulse to h<morable action be lncking. <>­
eternal with nope in th~ human bre-a t is the ardent desire to 
hand down the rich heritage of u good name to our descendants. 
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Honorable men charged with the responsibilities of great 

position, mindful on the one hand of the interests of their 
country, and on the other o~ their own fair fame and reputa­
tion, standing well out in the open in all that they say and do in 
the discharge of these responsibilities, are not likely to prostitute 
their offices. If it is suggested that there is at least a possi­
bility that this may take place, the sufficient answer is that 
this is a risk which must be taken whenever power is lodged 
in an individual, or an aggregation of individuals. 

In aid of the reserve board, the bil1 creates a Federal ad­
Yisory council to consist of as many members as there are 
Federal resene districts. It is provided that each reserve bank, 
by its directors, shall annually select from its own Federal 
reserve district one member of this council. The meetings of 
the council shall be held in Washington at least four times a 
year, and oftener, if called by the Federal reserve board. This 
council is empowered to meet and confer with the reserve board 
on general business conditions, to make oral or written repre­
sentations concerning matters within the jurisdiction of the 
board;· to call for complete information, and to make recom­
mendations in regard to discount rates, rediscount business, 
reser>e conditions in the Yarious districts, the purchase and sale 
of gold, or securities by reserve banks, and the general aff:iirs 
of the reserve banking system. 

The value of this board composed of men of affairs, skilled 
in practical banking, and acquainted with the conditions of busi­
ness not only in their respective districts, but in the country 
at large, can not be overestimated. It passes belief that the 
re erve board, in the discharge of their delicate and difficult 
duties, would be unmindful of the weighty recommendations 
of snch a board as this. or would not at all times welcome their 
sug~estions, aild often defer to their judgment. Through this 
nddsory council, the reserve banks, to a substantial degree, will 
have a potential effect upon the deliberations, and policies of the 
re~erYe board. 

It is true that the advisory council does not vote in tl.le delib­
erations of the reserve board, and has no Yeto power over its 
orders. This feature of the bill has been the subject of acri­
monious criticism on the part of many bankers. But the funda· 
mental conception of the pending measure is a banking system 
free from the dominating control of that mysterious but real 
power, known as the Money Trus~. 

Haying agreed upon this fundamental concept, and pwdded 
that the firm control, and steadying hand of Government author­
ity shall at once guide and restrain the further course of bank­
ing operations in this country, it would be a manifest incon­
gruity to subject the action of the resene board to a Yeto power 
lodged in a council created by the very agencies intended to be 
restrained. The reserve board must, of necessity, be paramount 
an~ supreme, or the bill will fail in its manifest purpose. 'rhis 
measure is a beneficent creation, and not a malign monster, and 
the Democratic Party, in good faith, tenders it as the solution 
of a problem which has engaged the best thought of this coun­
try for many decades past. It is a constructive, not a destruc­
ti Ye work that we present. While many abuses in the banking 
world have been uncovered by the investigations conducted by 
authority of Congress, and great potentiality for mischief lurks 
in the present system, we have approached our task of reforma­
tion in no spirit of hostility to the banking business. Far from 
it. The Democratic Party is well aware, that in this, as in all 
countries, now and at all times, a properly conducted banking 
system is necessary to the prosperity of every well-ordered com­
munity. It is our sincere desire to furnish, through this bill, 
an up-to-date system, and thereby promote the welfare, not only 
of the bankers, and of their customers, but of all the industries 
and interests concerned. The present system is not wholly bad, 
nor is it a reflection upon what is good in that system, to seek 
to rectify its abuses, and correct its possibilities for mischief. 

The Democratic Party is not alone in its belief that reform 
in our present system is a crying need, nor is this the first 
step in that direction. The Lovering bill, and the Fowler bill 
were tendered some years ago to our Republican confreres by 
their respective sponsors, and rudely rejected. Later, that hasty 
enactment known as the Vreeland-Aldrich bill, pro•ided for an 
emergency currency which has never been emitted. Still later, 
the :Monetary Commission formulated the famous Aldrich bill 
which has declined in favor from the first day on which it 
was presented to the public, and is now thoroughly discredited 
by reason of certain very objectionable, not to say dangerous 
provisions which it contains, and upon which its friends insist. 

One thing, at least, may be said to the credit of the national 
banking system; and that is that whatever may be its defects 
in other directions, it ha.s given us a good dollar, one good at 
all times and everywhere. This fact, and it is a material fact, 
for the paper money of this country prior to the Ci'ril War, was 

far from satisfactory, has so much impressed the public mind 
that it has served to perpetuate the system, and postpone the 
reformation of its vital defects. No alternatirn system that 
does not provide for note issues, or bank issues, as good as the 
present issues, would ever be acceptable to the country, or win 
any decided measure of public favor. -The pending measure pro­
Yides that the Government shall issue Treasury notes tlrrough 
the banks, and solely upon the application of the banks. The 
provisions of the bill are that Federal reserve notes are author­
ized to be issued at the discretion of the resene board, and for 
the purpose of making advances to reserve banks. These notes 
are to be the obligations of the United States, and receivable 
for taxes, customs, and other public dues. They are redeem· 
able in gold, or lawful money, on demand at the Federal Treas­
ury in \Vasbington, or at any Federal reserve bank. Any re­
serve bank may make application to the local reserve agent, for 
such amount of Treasury notes as it may deem best. This appli­
cation must be accompanied with a tender of collateral security 
equal in amount to the sum of the notes applied for. This col­
lateral security must be notes and bills accepted for rediscount. 

At any time the reserve board may call upon a reserve bank 
for additional security to protect the notes issued to it. In ad­
dition, whenerer a reserrn bank shall pay out resene notes 
issued on its request, it shall segregate in its own vaults, and 
shall carry to a special reEerve account on its books, gold or law­
ful money equal in amount to 33! per cent of the notes so paid 
out by it, such reserve to be used for the redemption of said 
reserve notes as presented. Any Federal reserve bank, so using 
any part of such reserve to redeem notes, shall immediately 
carry to said resene account an amount of gold, or lawful 
money, sufficient to make said resene equal to 33! per cent of 
its outstanding Federal notes. 

Henre. it wiJl be note<l, that the foundation of these notes is · 
of a most solid and panic-defying character. First, there is 
the obligrrtion of the Government. Second there is approYeu 
collateral, equal in amount to the face value of the notes. 
Third, the rese1Te notes issued to any reserve bank, shall, upon 
deli very become n first and paramount lien on all the assets of 
such bank. Fourth, a special reserve fund of gold or lawful 
money is provided, to be segregated in the vaults of the bank, 
and equal in amount to 33~ per cent of the reserve notes paid 
out by it. 

Who will dare maintain that the new resene notes, so but­
tressed and supported, will not be as good as gold anywhere, 
and under all circumstances? Certainly no critic of the bill has 
undertaken to maintain otherwise. 

A cardinal defect in our present system, recognized as such 
by the currency commission of the American Bankers' Associa­
tion, is its lack of elasticity, or, to use their language, its abso­
lute rigidity: 

A bank, in ol'der to take out circulation, must invest mol'e money in 
Government bonds. than it is permitted to Issue in currency, thereby 
impail'ing, rather than increasing its f.'Ywer to aid trade and commerce. 

Responding to the query, whether an elastic currencv should 
be authorized by law, the same commission declares· that an 
elastic currency is a vital necessity in connection with the bank­
ing and currency system of the country, and should be author­
ized by law. 

The national-bank notes could ne>er be made elastic, for the 
simple reason of their fixed relation to the bonds of the United 
States. For this reason they must remain rigid and unalterable 
in amount. It has been remarked, in the course of this debate, 
by the gentleman from California, l\fr. HAYES, that these notes, 
so far from responding to the demands of commerce, that is in­
creasing in volume iJl proportion to the demand, and diminish­
ing as that demand passes, actually increase, as a rule. when 
"the demand is least, and decrease when the demand expands. 
In the fall, which is the time of great currency demand, the 
amount of bank notes in circulation, generally decreases severu l 
millions of dollars, and in the spring, when the demand is light, 
the circulation has many times increased, sometimes as much as 
$20,000,000 over the circulation in the fall. This, of course, 
is very tmnatural, and the results are evil, accentuating the 
shortage of currency in the fall, and stimulating speculation in 
the spring." • 

When crop-moying time arrives, the. demand for money fre­
quently becomes acute. The local banks are often unable to 
meet this demand, and in their distress turn to the great banks 
in New York City, which heretofore haye measurably carried 
the balances of the country. It is unfortunate that this hns 
been the case, for it has tended to give an undue and prepon­
derating influence to these banks, and create a sense of weak­
ness and dependency in the country banks. Another feahll'e 
of the present system which has tended to localize too much 
of the money of the cotmh·y in New York, has been the increas-
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ing tendency among the small banks to keep balances for reserve 
and exchange purposes, in the New York banks qualified as 
reserve agents. Hence, at times, New York has been so abUIJ.­
dantly supplied with money that many forms of vicious and 
dangerous speculation have been stimulated to the great detri­
ment of honest business. This withdrawal .of funds from the 
local banks, and consequent congestion in New York, has an 
evil effect in another direction. In time of panic the country 
bank finds that a large proportion of its loanable funds and 
reserve money is tied up in New York. 

The local bank may be perfectly solvent, with an ample 
supply of commercial paper, but commercial paper will not be 
accepted by its demoralized and excited depositors, and there 
is no efficient way in which these securities may be turned 
into cash, or any system of coordinated banks to which, in its 
distress, it may turn for aid. Single handed ancl alone it must 
fight its battle. 

The currency provided for by this bill, and issued to the 
regional reserve banks will be responsive to the " varying com­
mercial demands of the business community." Any local mem­
ber bank needing money can carry its commercial, agricultural. 
or industrial paper to a Federal re~erve bank. and after in­
dorsing these securities, may discount the ' same, receiving notes 
therefor. Under the operations of this bill expansion will cer­
tainly take place, but healthy expansion is not inflation, and 
therefore is to be desired, not deprecated. In every direction 
the tide of the world's business is continually rising. To this 
tide, there is no ebb. Local recessions may occur, bot the gen­
eral movement is ever upward. The extent to which these notes 
may be issued, is determined by the discretion of the reserve 
board, acting upon the collateral that is tendered by the mem­
ber banks. There are no means of compulsion that can be set 
in motion by the banks which tender the collateral, to compel the 
i ue of Treasury ootes. In this respect they are subject to the 
wise di cretion of the board, reinforced by the suggestions of 
the advisory council. 

It has been noted as a further defect of the present system, 
that it "lacks cohesiveness, there being no provision for co­
operation among the banks composing it." In recent years the 
banlrs gradually learned the lesson that they must provide for 
.cooperation by voluntary agreement, and in various sections of 
the country during the panic of 1907, these agreements saved 
many hanks from ruin an-d disaster. · In numerous instances 
menacing runs were a.-erted by clearing-house certificates. One 
main purpose of this act is to knit together the national banks 
by a , cheme of definite coordination. State banks, banking as­
sociations, and trust companies may subscribe to the stock of 
the appropriate reserve bank, under the conditions prescribed 
by the act. Once the hew system is put into operation, certain 
very definite and positive advantages will follow. 

The sense of weakness that attaches to individual enterprise, 
will be removed. In its place will come the confidence that 
follows coordinated participation in a great plan of cooperative 
action. He1·etoforel- until the formation of clearing-house asso­
ciations, the indiviaoal banks fought their own battles, and es­
tab~hed their own connections. Sometimes these connections 
proved to be broken reeds. A run is the most dreadful thing 
that can happen to a bank. The community loses its bead. 
The depositors in excited throngs jostle each other in theh· 
frantic efforts to be the first to remove their depositS' from the 
institution under suspicion. If continued, a run will drive any 
bank, however inherently sound and well conducted, to close 
its doors. The new system will be a prophylactic. It will 
steady the public mind by giving them confidence in the banks. 
In addition, it will furnish the member banks with "sources of 
strength in time of stress." Any bank short on cash, but sup­
plied with good collateral, can secure all the money that it 
needs, either to meet a run, or for crop moving, by application 
to a reserve bank. Freed from their dependence on New York, 
and strengthened by their relationship to the new system, the 
country banks will be increasingly potent in their contributions 
to the growth and prosperity of the country. A simple illus­
tration will suffice to show the steps by which a member bank 
will secure the funds necessary to meet a shortage, however 
occasioned. So far as the public is concerned, the patrons of 
such a bank will do bu.giness in the accustomed fashion. ·A. 
B, or C, wishing to raise funds to pay for land, to purchase 
goods, or to conduct any legitimate operation, commercial, agri­
tural or industrial, will take his notes to the local member 
bank, and discount them. Later, the bank may find that its 
supply of money is running low, cramping it for loanable funds, 
or threatening trouble in other directions. Formerly it turned 
to New York as its port in time of storm, but in the future, 
safety and relief will be found nearer home, in a bank with 
which it is intimately associated, and created for .just such 
emergencies. 

The member bank will take its paper to the regional reserve 
bank for rediscount. Should the reserve bank need the mouey 
with which to complete the transaction, and supply the wants 
of the member bank, it will take the rediscounted notes to the 
local Federal reserve agent, and request the issue of Treasury 
notes to the amount of the paper presented. Crop emergency 
periods have heretofore proved to be occasions of trouble and 
anxiety for the country banks. During these periods the cry 
for money with which to move the crops is urgent and in­
sistent. Sometimes the Treasury Department has furnished 
essential help. Frequently, the country banks finding them­
selves at the limit of their loaning power, have been com­
pelled to secure the money required for their operations, at ex­
orbitant rates. Ordinarily this may not have been true, but in 
times of stress the sources of supply were uncertain and ca­
pricious, The panic of 1907 is often cited as a money panic. 
Business was at high tide, and crops were abundant. Out of 
that very abundance proceeded trouble. Called upon to furnish 
the needed currency, the banks approached the danger line fixed 
by the reserve laws in their efforts to meet the demands of 
their customers. In proportion to the reluctance of the banks 
to trench upon their reser.-es, and furnish additional money, 
the clamor for more money became increasingly violent. Sus­
picion and distrust stalked abroad. The banks took fright, and 
organizing for mutual protection, refu ed to provide the money 
needed, and in many instances, even to pa.y the balances to the 
credit of other banks. Busine halted at full tide, freights 
ceased to move, industrial operations were curtailed. men 
walked the streets vainly looking for work, and disb.·ess like 
a pall settled over our fair land. In time the cloud lifted, but 
the lesson of that near dis::ister is not far to seek, and that les on 
is that no system is fundamentally sound which, so far from 
affording relief under these recurring conditions, actually aO'­
gravates the mi chief. It is not enough to furnish a good 
dollar. This is only one necessary feature of a comprehensive 
financial and banking system. Such a system must go a step 
further, and furnish an abundant currency, when such a cur­
rency is required. This is what the pending bill proposes to do 
through the machinery which it provides. 

The reserve banks are so constructed that they will be pro­
vided with ample capital, and their business will be of the most 
solid and substantial character. The national banks located 
within a giveri district, will be required to subscribe to the 
capital stock of the Federal reserve bank of that district, a 
sum equal to 20 per cent of the capital stock of such national 
bank, fully paid in and unimpaired. No reserve bank shall 
commence operations with a paid up, and unimpaired capital, 
less in amount than 5,000,000, and the shares of the capital 
stock of Federal re...~rve banks shall not be transferred, or 
hypothecated. The member banks will receive a cumulative 5 
per cent dividend ~ on their paid-in stock in the reserve bank, 
and a participation in certain further profits. Stnte banks, 
banking associations, and trust companies, as heretofore noted, 
may become stockholders in these reserve banks which hold out 
great possibilities of profit from their legitimate operations. 
Should a regional reserve bank find itself in difficulties, a section 
of the bill provides that the reserve board, in time of emergency, 
may require · other Federal reserve bank to rediscount the 
discounted prime paper of that bank. Thus the banking 
strength of the whole system may be mobilized when occasion 
requires. The regional banks provide for the wants of the 
member banks, while a failing, or halting regional bank is taken 
under the sheltering wing of the whole system. It is apparent 
that under the operations of this bill, in normal times, the 
money of the country will be localized, and distributed with 
far greater uniformity than exists at present; while the re­
sources of the whole system may be concentrated at any point 
of danger, or center of disturbance. One feature of the pending 
blll, which is of particular interest to rural communities, is the 
provision for rediscount. · 

Under section 14, any notes or bills, drawn for agricultural 
purposes, or the proceeds of which have been, or may be used 
for such purposes, may be discounted by the appropriate re­
serve bank upon the indorsement of the member bnnk, these 
notes and bills to have a maturity of not more thnn 00 days. It 
will be noted, that by the operation of this section. long-time 
paper may be discounted by the reserve banks. Suppose a 
farmer, needing funds, obtains a four months' 1onn from the 
local member ballk. At the end of 30 days this note could be 
rediscounted with · the reserve bank, and the proceeds of the 
note thereby made available for further loans. Should the mem­
ber bank choose to renew the farmer's loan at the expiration of 
four months, its own liability to the reserve bank could be dis­
charged from other funds received in due course of bnsine s, 
while at the ~iration of 30 days, the renewal could be redis­
counted. Thus the provisions of this section serve to multiply 
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the loaning power .of the member banks. While some criticisms port, and the approbation of the entire country. It makes its 
have been directed toward this portion of the bill, tbese c:dti- appeal to the thoughtful and pntriotic men of all parties. 
cisms have proceeded, in lai·ge measure, from a pure miscon~ ConceiV"ed in no desire for partisan adY"antage, intended to 
ception of its me.aning, intent, and effect. An-0th.er feature of promote no schemes of selfish interest, designed to enlarge 
interest in the pending measure, and one devised for the benefit the operations of the banks, and enable them to perform 
of the farm.eJ.·s, is the section providing for savings departments their functions in a more helpful and beneficent fashion, 
in the national banks. Any nation.al banking association, on this bill undertakes to meet the requirements of modem con­
application setting forth that it has complied with the terms of ' d1tiolli!. It furnishes a currency ''elastic.ally responsive to 
tlle statute, may be authoriz.ed to open such a department. The sound credit, the expanding and contracting credits of eYery­
beneficial effect of such an annex, or department in th~ country day transactions, the normal ebb and !low of personal and cor­
banks, will be clearly manifest, when it is noted that in this de- i)()rate dealings." It arranges to mobilize the reserves. It ren­
pa rtment loans may be made upon the secm~ity of real estate. ders impossible " the concentration of the monetary resourees 
By this provision the present limitati-On on national banks, with of our country in the hands of a few. or their use for speculative 
respect to loans on f.arming, or other lands, will be remo1'ed, purposes in such \Olume tts to hinder, or iinpede, other and more 
and the banks will thet'eby be enabled to supply a long-felt want. legitimate and fruitful uses." It vests the control of our system 

The farruer.s have always complained, and justly for tlutt · of banking aRd issu.e "in the Government itself. so that the 
matter, that the present system di.sCriminated against them, · banks may be the instruments, not the mtiSters of business." 
and ex.tended superior opportunities for ~red.it _to the merchants It is the answer of the Democratic .Party to a long, insistent, 
and manufacturers. This bill rem-0ves that inequality, and and clamorous public demand, and on this measure we chal­
plaees the ful'mers upon a basis of €quality, in the matteP of Jenge an appeal to the country. 
cre<lit extensiolli!, with the other classes .of the local community. Mr. KINKAID of Nebraska. Mr. Chairman, in my estima­
We have tried the .old way and it has proved to be insufficient. tion, :rightly comprehended, the seclll"ing of a scientific banking 
With the passage of this bill, the old will be replaced with tlle and cnrrency a\± is one of the most impormnt, if not the most 
new, and I firmly believe, the better way. This bill is an in.tel- impoi·tant, of .our econmnic questions. Some high authorities 
ligent and pah1otic effort to take the great underlying princi- even believe it coll;les near to comprehending all political ec~ 
ples of well-established banking institution-s, including our own. nomic qu,estions in one. As our country advanees changes will 
and upon that foundation construct a modern, up-to-date sys- from time to time be made for better and more scientific ban.k­
t.em adapted to the habits, sentiments and business needs of ing and cHrrency laws, but, optimistic as we may become, we 
our people. Too long bas our finandal legislation been of n. can hardly hope to attain soon a perfectly fair and sound money 
patchwork eharaeter., a thing for the needs of to·day, r.atber 01· currern:J'. But we may mo-re nearly approximate the goal by 
than for all time. This bill marks the end of tinkering 1vith legislating a ·IlfW system, ftlld uch should be our earnest .aim.· 
the old system, of devising emergency scheJlleS for anticipated l\lone_y standards are likened to the means of measurements and 
trouble, of putting new doth on an old garment. That sys- are often compa:red to the length of the ya.rdstick. when the 
tern has been weighed in the balance, and solemnly adjudged by faet is tlle leugth of the yardstick does not change, but the 
all men to be wanting. There are none ·so poor to do it reyer- vfilues of real moneys, and likewise their substitutes, such .as 
ence. It has been a conspicu-0us success in one p:;t.rticular, and pap.er currencies, do eoru;tantly vary in -values, both from 
a failure in many others. Even its commonly ascribed merits, natural and tlrtificial i:easonB. The-re can b~ no question but 
namely that it bas furnished the .G-Ov.ernroent with a market tor that material increase a:nd decrease in the production of our 
it<> bonds, and furnished a bank Il6te clrcul:ltion of undoubted standru·d of valne, gold, han then· corresponding effects upon tbe 
strength and uniform value, n.re offset in the opinion of the value of products, of property. of labor and, consequently, on 
bankers, by the fuct that " the artificial market maintained for the cost of living.. The theory Qf the virtue of gold a.s a money 
Gol"'ernment bonds, ha.s been so maintained at th~ · expense -Of .standard is that it contains no fial, but instead re ts upon its 
the banking development, and commercial growth of the coun~ o: n intrinsic ''aloe; thus, it logically follows that its value 
try, both of which have been seriously retarded. by the eostly must increase and decr.ense under the law of supply and de­
periodica1 parries, for which the defects ().f th.e banking and mand like other commodities. We have had many demonstra­
em:ren.cy ·sistem are principally responsible.'' This is a seriow tlons and Te:rifieations of this principle. Mr. Chuirman, we can 
admission by the men who have been ooncem.ed with tb.e ad.min- not control the supply of gold, hence can not commercially 
i111tmti-0n .and develo.pment of this barbarous .and unscientific . r.egulate its Yalne; but when legislating fm· a paper or credit 
system. No language . is too s.e\·ere in ~riticism of a system~ currency we should strive to so legislate .as to prevent ex­
eharge.d by the bankers themselv.es with responsibility for the pansions and oontrnctions for pri\ate gain, at the sacrifice of 
ru1n and misery .occasioned by the parries o:t l'eeent years, the public, and such safeguards should be secured in currency 
panics which have been w-0-rse than battle, murder, and sudden legislation. The aim should be to preserve intact th,e length of 
death. the imaginary yardstick, to the end that eYery individual shall 

The pending measure is not offered as a paua.cea for panics. : be secured his own and no more. 
Nay, rather, it is intended to avert panics. It is a challenge (:HECJU:n.ro CAREER.. 

to the money power. It marshals the forces of the Govei·n-
ment in -0ne comprehensive plan, to. afford the fellest oppor- l\Ir, Chairman. 011r banking and currency laws ha Ye had a 
tunity for development to every healthful scheme -0f commel'eiaI, .checkered career. Our aims were .all right at the start for a 
industrial, and agricultlwal de-velopment. It stabilizes <mr CUI'· national curreney. We mrule il good start by our second GoTern­
rency, .and provides that an expanding want shall be furnished ment bank, but the successful war made against it by President 
with an expanding supply. It operu1 the door of hope~ and exor- Jackson and the nonfulfillment of the promises ma.de by Presi­
cises the specters of distrust and apprehension. The very mag- dent Tyler to restore it by leglslntion, by his refusal to sign bills 
nitu<le ot the institutions which it ereates, the relationship passed by the Congress in fulfillment of platform pledges made 
which it establishes between those institutions, backed as they during bis c_amp.aign, rendered impracticable and impos ible, 
will be by the power of the Government, will steady the pubUc for a long term of years, the use and enjoyment by . the United 
mind, allay their fears, and thus avert panics. When money is · States .of a national paper currency or a national system of 
requfred.. it will not be afforded cm terms th..'lt will increase in banking and curreney lllws. The deplom.ble resuJt was that the 
severity in proportion w the urgency of the demand, but a key Government was infiicte.d lIIliil the Civil Wur with State bank 
is furnished whereby unfailing springs of supply may be un- currencies of many varieties, most of it unseen.red and irre­
locked, should occasion demand, or panic rear its horrid head. deemable, depreciated and depreciating, fraudulent and dis­
The country will saye itself by the exercise of its own powers, honest. Tme. there were some highly creditable exceptions~ a 
and will be spared the humiliation -0f salvation throa-gh the few of the State banks were couducte:d upon issued notes which 
efforts of agencies which have taken to themselves the pO'Wers, they were pledged to redeem and whlch they did redeem and 
and assumed the attributes which belDng to their creutor. Ne\er constantJy maintained at par. Such brmks did much tor the busi­
again will this country know the shame of dependency on the ness and commerce of the country, and in many instances 
banks-of one great city for the means to move its bumper crops, rendered praisewortby and patriotic service to the Goternment. 
or find itself facing disaster when the money needed for such NATIONAL BA~Krxo ACT. 

a situation, is not forthcoming. Mr. Chairman, our present sy~tern, our national banking laws, 
This measure will compose the minds of those timid Toters constitute the solution of the combined exigencie arising out 

who deprecate any changes in the laws which establish our tariff of the operation of State banks and the demands of the Civil 
rates, lest in that event the offended money power might, in Wai-. The national banking act as completed by ameudmeut the 
some mysterious way, witbdraw the money needed for the con- year following the initial enactment, relatively considered, was 
duct of our industrial enterprises, and by closing the sources of one of the greatest acbieYements of financial legislation. Trae, 
supply, bring on ruin and disaster, thu.s eompelling a return to e;x:perience has shown that it contained defects, but it must be 
the old ways, and the old rates. Surely a bill that will afford plain that · it would ha v-·e been impossible,- even if a system of 
the reforms provided in this measure, deserves our ardent sup- elasticity such as i' now genernlly commended had been con-
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ceh·ed, to ha>e made it acceptable and successful under the .then 
existing exceptionally unfavorable conditions. It waS-necessary 
to be constructive from the viewpoint of the then existing en­
vironments. With . the Union itself imperiled, with the large 
Civil War debt already incurred, daily increasing by the millions, 
with the consequence of greatly impaired Government credit and 
interest rates increasing, and, added to this, the demoralized 
condltion of State-bank currencies, the plan evolved and adopted 
in these darkest hours of our Republic, by the tests made of 
it for now nearly 50 years, show Secretary Chase and his most 
active supporters entitled to have their names placed with the 
greatest of the architects of financial systems. For this achieve­
ment Chase could not have been more than fully rewarded by 
an election to the Presidency. Mr. Chairman, I regard this 
fribute as due the great Secretary of the Treasury and the 
national banking act, despite the fact that I entertain a very 
decided conviction that the system is fundamentally defective 
and unscientific. The act was the very best that was securable 
under the · unfortunate existing conditions. 

Mr. Chairman, the effect of the national-bank act was to im­
mediately emancipate the United States from the hitherto 
State-bank currencies, so pernicious and demoralizing in trade, 
and to supply instead a national currency-honest, safe, and 
sound, and redeemable at par and acceptable at its face value 
everywhere. Not the least of the virtues of the system was that 
a market was made for the bonds of the Government at lower 
rates of interest than hitherto obtained. With this added mar­
ket for bonds and the agency of greenbacks the administration 
was able to keep pace with the extraordinary demands. With­
out particularizing, the act was one of the greatest of the war 

.measures. Its effect was like a breastwork for the preservation 
of the Union. 

Mr. Chairman, it is clear it has been the judgment of a large 
percentage, if not a large majority, of the membership that 
banking and currency legislation should not be hurried through 
at this extraordinary session. It was thought at the start that 
it would suffice to pass a tariff-revision bill at this session. I 
am frank to say I have personally shared in this predilection, 
but for the reason only that I felt sufficient time would not be 
permitted to do justice to the subject. I regard it as well 
settled by the consensus of opinion of those who have enjoyed 
the greatest amount of experience and have given the subject 
the most careful study and attention that our present banking 
and currency system is fundamentally defective and unscien­
tific. It is my judgment that a new system should be legislated 
for so soon as the subject may be given that careful, deliberate, 
and thorough consideration which its very great importance 
requires. I am ready to meet the question now and to remain 
here even until the commencement of the next session, in De­
cember, assuming enough others are so disposed, for the pur­
pose of passing the right kind of legislation. I am thoroughly 
convinced that much may be done for the public welfare by the 
adoption of a new system which will afford an elastic currency, 
to expand and contract in keeping with the volume of legiti­
mate business and otherwise meet the reasonable wants of 
trade. I should have liked much to have voted for such legis­
lation in the last two previous Congresses, after much prepara­
tion had been made in the gathering of statistics and informa­
tion bearing upon the subject, but factional drfferences rendered 
this impracticable. 

1\lr. Chairman, I regret to be impelled to the belief that the 
provisions of the present bill, duly enacted and put into opera­
tion, would not facilitate and subserve business transactions 
and business interests as it is conceived a thoroughly scientific 
system should ;iccomplish. Being truly desirous of a complete 
change in our banking and currency system, believing the wel­
fare of the country may be greatly advanced thereby, I shall 
hold myself constantly open to conviction of the merits of the 
different provisions; but I am now duly admonished J:>y the 
action of the caucus, adhering so determinedly to the provisions 
of the bill as they were when it was submitted to the caucus, 
and what has already transpired here on the floor of the House 
that while it is possible I do not regard it as probable that such 
amendments will be secured in the House as will remove the 
serious objections I entertain. 

Mr. Chairman, unless most of my objections to the provisions 
of the bill shall be removed by amendments made in the House 
I shall deem it a auty I owe to my constituents and the country 
1n general to persevere in behalf of such changes as my judg­
ment commends; I shall consider it my duty to continue with 
my protests that the same may be considered, with the objec­
tions of others, by the Senate, and that such weight be there 
given to om· views as in the judgment of that body they may be 
entitled to receive. I am optimistic enough to feel warranted 
1n predicting that if amendments are not made in several 

material respects here in the House that the bill will be changed 
in most, if not all, of these respects in the Senate and that 
finally I shall have the pleasure of voting for a bill containing 
provisions, if not entirely satisfactory to me, yet not so se­
riously objectionable as is the bill in its present form. So long 
as it is my judgment that the bill is not the best that ought to 
be attainable by the Congress and there is another body to 
appeal to in behalf of improvements I shall deem it my official 
and constitutional duty to earnestly continue my objections in 
behalf of changes which commend themselves to my judgment. 

.l'tfr. Chairman, what I have said so far is with respect to 
commercial banking, but really I think banki,ng and currency 
legislation will only have been halfway completed when we 
shall have duly legislated for commercial banking. In my judg­
ment it is equally important that we promptly legislate for a 
rural credit system, for banks or associations or institutions 
duly constituted to loan money in farming communities. l\lorc 
than a year ago I commenced my preparation for the drafting 
of a bill of this kind, but a press of work then more exigent 
caused me to delay the matter until one or two bills had been 
introduced by other Members upon the same subject, since when 
I have been content to join with others in behalf of the desired 
legislation to be secured through the agency of one of these 
bills. If the right kind of legislation can be secured for meet­
ing the wants of rural communities with loans at living rates of 
interest, such rates and terms and times of payment as are con­
sistent with the farming industry, I shall be gratified without 
being entitled to be credited with the authorship of a bill. The 
majority party having and fully exercising, in this instance its 
control over the bill, has decreed, and that in solemn party °(~au­
cus, that this branch of legislation must go over to the regular 
session, so all that the opposition can do is to respectfully ub­
mit; but I predict that if such legislation shall not be pa sed 
at the regular session the country will hold as very derelict the 
membership responsible for the omission. 

POLITICAL. 

Mr. Chairman, I regret very much to be impelled to the con­
viction that it is a mere theory to be talked about and com­
mended-not to be fulfilled-that banking and currency legis­
lation should and would be nonpartisan. If one side, and that 
the majority side, makes it partisan, this renders it impossible 
for the minority to preserve the legislation as nonpartisan, 
however much they may try. Quite a number on the minority 
side, and a lesser number of Democrats not feeling bound by 
the action of the Democratic caucus, have on this floor earnestly 
protested against the extremely partisan way in which the bill, 
constructed by whom they do not know, was put through the 
majority-side caucus, thus binding the majority membership to 
its support throughout. It would seem the bill was made up 
for the Democratic caucus for it to adopt, and that very few, 
particularly in the first instance, were permitted to participate 
in the very exclusive council self-appointed to draft the bill. 

The secrecy, mystery, surrounding the origin of the bill is, 
to say the least, very incompatible with present-day profes ioµs 
that the white light of publicity be kept upon the acts of pub­
lic officials, especially the acts of our highest legislative body. 

l\:lr. Chairman, the public interests involved in this subject 
of legislation are too great to justly permit of any parti an 
predilection prejudicing the merits · of the bill in the minds of 
those who seek only to conserve the interests ot the public. 
Personally I shall strive to hold myself free from any political 
bias, however great the provo'cation, and to give the same 
favorable consideration to the provisions of the bill as I should 
have felt disposed to do had it come before the House with the 
unanimous report of the committee composed of the different 
political parties. · 

Mr. Ohairman, that the principles involved in the provisions 
of the bill are so very inconsistent with and repugnant to the 
foundation policies of the old Democratic Party should not 
affect the bill unfavorably. The fact that the decentralization 
of Federal power has always been one of the principal tenets 
of the Democratic Party and that the bill is the very essence 
of power concentrated in the. National Government need not be 
taken into consideration by Republicans. The Jeffersonian doc- · 
trine, so often affirmed by his Democratic devotees, " The least 
governed the best governed "-even the pending bill constitutes 
an extreme example of the. most governed-need not be taken 
into consideration. The fact that the Democratic Party is 
changing its front on principles need not prejudice the bill. 
On the contrary, if the Democratic Party is to continue in 
power, the only hope of the counh·y may be that it will make 
a radical change of its policies. 

Mr. Chairman, it can not be gainsaid that the bill constitutes 
an intricate network of power over the banking business >ery 
strongly centered in the Federal resene board. Function upon 

• 
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function, power upon power, is heaped upon the board. It will 
possess the powers expressly given it, and with it its implied 
powers, which may prove greater still. It will possess all its 
own power, express and implied, and in addition, by re·ason of 
po essing the authority to discharge from office and fill vacan­
Gies, prescribe policies, and fix salaries, it will possess all the 
power of the subordinate officers. 

But I shall grant that this may be necessary, in a large meaS­
ure, in this kind of legislation, and I am willing to go to a rea­
sonable limit in this respect, if the bill may be improved in 
other respects, for the purpose of affording a fair experiment of 
such provisions and the kind of a new banking and currency 
system we have in contemplation. I appreciate great latitude 
mUBt be accorded and exercised to meet the different conditions 
which may arise, with 1$heir various exh·emes and at times exi­
gencies, the extent of which latitude could hardly be fixed by 
statute, and to meet which wants our present system has proved 
to be wliolly inadequate. But I do maintain more autonomy 
should be secured to the subordinate officers, or that they should 
be more exclusive in the sphere in which they act. Dominated 
as the bill with its present provisions would permit, the officers 
lower than the resene board should hardly be called officers. 
They might be more properly called clerks of the Federal re­
serve board. 

l\Ir. Chairman, I entertain very serious objections to the 
clause that notes authorized to be issued shall be redeemable in 
gold or other lawful money. :My objection is to the words .. or 
other lawful money." To retain these words in the enactment, 
the result of the legislation must be admittedly retrogressive 
rather than progressive, and I think it will be agreed on all 
hands that the Congress is now making an earnest effort to be 
scientific and progressi>e in banking and currency legislation. 
Payable in gold or lawful money renders the promise a no 
grenter one than to pay in the least valuable money or currency. 
I think it will be agreed that it is against sound policy to have 
cheaper and dearer moneys, and while such conditions may un­
intentionally be brought about it certainly would be unpardon­
able to consciously legislate therefor, which this yery clause 
would do. By adhering strictly to the law of 1900, establishing 
the parity of our different moneys and cun-encies, we avoid any 
disad>antage existing in the difference of their values. Not 
only this, we avoid multitudes of difficulties and injustices 
which would result with the old condition reinstated, which the 
words "other lawful money" would bring about. The interests 
of the public and the intere ts of every individual in our coun­
try will be subserved by maintaining as equal in value, or on a 
parity, every dollar made standard or lawful money; in other 
words, every dollar should equal in value every other dollar 
authorized by law. We should have no one money or currency 
better or poorer than another. 

l\lr. Chairman, I do not coincide with the views of those who 
find serious objection to the compulsory requirement that na­
tional banks shall adopt the new law or forfeit the charters they 
now have. To permit national banks to adopt the new law or 
continue under the present system at their option would, in my 
judgment, make the success of the new act wholly impracti­
cable. Besides this, the principle would be wrong, while adopt­
ing a new system, believed to be a great improvement upon the 
old, to permit a bank, or even a number of banks, to constitute 
an obstacle in the way of its adoption and success. It seems 
plain to me that the new act could not possibly succeed with­
out being generally, if not universally, adopted by the national 
banks. Therefore, to girn national banks their choice either 
to adopt the new or continue under the old system, to say the 
least, must result in delay ~d confusion, with the resulting 
demoralization in banking, which would spell failure for the 
new system. however meritorious it might be. Prudently, Con­
gress must say whether we are to have an exclusively new 
national system or adhere to the old. To leave it to the option 
of bankers to adopt the new or to divide in the use of two sys­
tems would augment rather than decrease the disadvantages 
of the present system. In my judgment such a division would 
result in a crisis. Its success would be even far better assured 
if in addition to being adopted by our national banks it 
be al o largely adopted by our State banks, but, of course, 
State banks must have their choice to adopt or not the new 
system. Essentially the system must be very generally adopted, 
if not entirely adopted, by national banks in order that its 
merits may be afforded a fair opportunity for a test. 

.Mr. Chairman, I am not allowed the time either to make all 
the criticisms I would otherwise make of the provisions of the 
bill or to express specifically my approval of such parts as I 
find acceptable. The basic principle of the bill for an elastie 
~urrency meets with my hearty approval; but, in my judgment, 
m order to best subserre the interests of the public, material 

amendments should be made in its details. Unless such amend~ 
ments shall be made in the House I shall unhesitatingly vote 
against the enactment of the bill and await the action of the 
Senate, and with confidence, too, that more or less improve­
ment will be made by the upper body. 

Mr. BULKLEY. I a k the gentleman from California [l\Ir. 
HAYES] to use some of his time. 

Mr. HAYES. I yield 15 ·minutes to the gentleman from Penn­
sylvania [Mr. KELLY]. 

Mr. KELLY of Pennsylvania. Mr. Chairman, with all others 
here present I have listened with great interest to the instruc­
tive speeeh of the gentleman from Ohio [Mr. FESS], and ha>e 
appreciated it the more .from noting in to-Oay's press that at a 
meeting of the Ohio bankers in Cleveland yesterday only one 
banker was willing to declare that he understood the· contents 
of the Glass bili. 

The bankers of this country are directly affected by this bill 
and should at least know its provisions, but of ju t as much 
importance is the effect upon the people, and their interests as 
well as those of the bankers depend upon the attittnle of this 
lawmaking body toward this legislation. 

Underneath the fact that this bill is before Congre s and un­
derneath all the speeches of this debate is the recognition of 
the predominant problem in America to-day. It has many 
phases, · ~md some of them have already been considered, while 
others are yet to come before this body for action. nut, how­
ever expressed, it is the same problem-that of securing a more 
just distribution af wealth between the factors producklg it. 

The production of wealth has monopolized attention largely, 
and America bas astonished the world by her success in that 
direction. Crop:! mid manufactured articles to the value of 
thirty billions are produced every year. Hundred-handed ma­
chines, direC"ted by intelligent workmen, pour out a stream of 
all the countless products necessary to twentWth-<.>entury civili­
zation. The increase of wealth between 18!)0 and 1910 was 
twice the entire value of the Nation in 1870. One year of mod­
ern American progress adds more to the total wealth than a 
century of earlier American history. The per capita wealth in 
1870 was $708; to-day it is almost $1,400. 

The problems of production have largely been sol'red, but the 
problems of distribution have been neglected, and they now 
confront us with a profound menace. 

Concentrated wealth and diffused poverty have become nfi­
tional characteristics. With 96,00-0,000 of people and wealth of 
one hundred und twenty billions, 10 men have personal fortunes 
ut three billions and one group of fin!lllciers controls twenty­
two billions of dollars. While the average worker produees 
$1,300 of wealth every year, after allowing for the cost of ma­
terinls and necessary expenses, he gets but $435 of the amount. 
Two-thirds of the wealth he produces goes to other men. As a 
result the average man is finding it increasingly difficult to make 
his income meet the actual expenses of livelihood for himself 
and family. Soaring prices for the necessaries of life mean 
that he must live from hand to mouth and in constant dread of 
any misfortune which might prevent hi ability to work for 
even a short period. Little children are compelled to toil while 
able-bodied ipen go idle. With all the maITelous production of 
wealth millions of American citizens are in poverty. With 
bumper crops and gigantic output of commodities, they are ill 
nourished,. unsheltered, and ill clad. · 

Such conditions, growing more pronounced every year, are 
filling the land with distrust and discontent. They vitally affect 
the Nation, for no nation can remain stable and secure when 
millions of it.s citizens are systematically stnned in body, mind, 
and soul, while at the same time a few men add to their colossnl 
fortunes through injustice and oppression. · 

Carlisle phrased a question and answer which applies most 
forcibly to the conditions of to-day: 

Ho'Y have you treated us, bow have you taught and led us while 
we t01led for yon? The answer can be rnad in flames over the nightly 
summer sky. This is the feeding and the leading we have had of you. 
Emptiness of pocket, of stomach, of head and of heart. Behold tbere 
is nothing in os, nothing but what nature gives her wild children of 
the desert-ferocity of appetite, strength grounded on hunger Did you 
mark among your rights of man that man was not to die ·of hunger 
while there was bread reaped by him? It is among the mights of man. 

It is not too much to say that concentrated wealth and wide­
spread poverty form the greatest curse in this Nation to-da.y. 
It is the parent evil, and other evils are its offspring. It is the 
cause of the conflict between cspltal and labor. It erects a 
barrier between class and masses, and lends stI·ength to the 
arms of anarchists and all assailants of government. It has a 
vital bearing on corruption in politics because some men are 
rich enough to buy others so poor that they are tempted to sell 
themselves. 

That a large part of this inequality is due to financial jugglery 
is apparent to every unbiased and thoughtful obsener. The 
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control of money and credit- is the power of life and death. 
Through the exercise of that power in private hands inflation 
and contraction have reaped their harvest of gains to the few 
and losses to the many. Artificial panics haYe been manu­
factueed and false booms engineered, while the masses of the 
}Jeople have paid the full cost. Through this control a few men 
in this 'Nation have secured a hunger hold upon the people, and 
it becomes the imperative duty of Congress to face the facts 
fairly and unafraid. To destroy so great an evil should be the 
first aim of every patriotic legislator. Justice and the common 
heritages of citizenship demand its o>erthrow, and that demand 
is at the bottom of the widespread desire for banking and cur­
rency legislation at this time. 

I belieye that determined and radical action is imperatiYe, and 
that no milk-and-water remedies will avail. I would not in any­
degree lessen the regard for the rights of wealth. I believe it 
has its rights and should be accorded full justice. But when 
the confederated money interests of this Nation seek to rule 
the Republic, when they flaunt their power in the face of the 
citizenship, when they dictate the making of laws or pre-vent 
the fair and free administration of law, I maintain that the 
time for forbearance is over and the time to strike has come. 
These interests have themselves forced the issue and we must 
decide whether manhood or money is to rule in this Nation. 

The banking and currency questions are at the very source of 
this problem of the distribution of wealth. The financial system 
determines the relative prices of commodities, and upon these 
prices rE'4it in a large measure the distribution of wealth. If it 
be true that these questions are of such vital importance, it 
should follow that the political parties of to-day should have 
principles of action which should coincide with fundamental be­
liefs of the parties. But we do not see such a dividil;lg line, and 
that accounts for the bitter denunciation of this measure on the 
part of Democratic Members and the support of its provisions 
on the Republican side of the Chamber. If any one thing is 
pa tent in tllis debate it is that there must soon come a new 
alignment among politlcal parties of this Nation. There has 
been little said during this debate concerning principles, but 
there has been a great deal said about interests. There must 
come soon a real dividing line between the parties, and it must 
be a line of principles instead of interests. 

To my mind, that dividing line will be that which separates 
tb.e national idea from the individualistic idea and the com­
mercial idea. 

The gentleman from Georgia [Mr. HARDWICKT and the gentle­
man from Texas [llr. CALLAWAY] ha-ve given able expositions 
of the indindualistic idea, which is fundamental with the Demo­
cratic Party. They object to the centralization of authority 
contained in this bill and uphold personal liberty while they 
would enforce free competition. They have expressed the his­
toric attitude of the Democratic Party, yet the Democratic 
majority in this House will vote solidly for this bill and a Dem­
ocratic President gives it his complete approval and, in fact, 
Ila s inspired its character. 

The gentleman from Pennsylvania [Mr. BURKE] and others 
have given able expression to the commercial idea, which is 
fundamental with the Republican Party. They object to this 
Federal reserve board solely beca,use it centralizes authority 
with the Government. They desire a central authority named 
and controlled by the banks, and with that provision would give 
full approval to the bill. 

But neither of these ideas meet the demand of the aroused 
citizenship of America to-day. The people see and know that 
the individualistic idea meant simply the law of the jungle, with 
the strong always o>ercoming and overriding the weak. They 
saw the commercial idea following and giving all attention to 
these successful ones in the hope that if the few were made 
prosperous their prosperity would leak down on those below. 

Now, the American people are turning to the national idea, 
the principle that this is a Nation created by the people, whose 
powers shall be used for the common welfare of all the people. 
They demand that their Government shall be used to prernnt 
the triumph of strong-armed lust for gain, and to secure pros­
perity for the many, being content to allow that prosperity to 
find its way to the top. 

In so far as the Glass bill is in accordance with that prin­
ciple it is worthy of s ... pport, and where it departs from that 
principle it deserves only condemnation. 

In its provisions it does not touch the question of enforcing 
fafr and just dealings by individual banks. It follows here the 
individualistic idea in spite of the fact that the let-alone policy 
of the past has brought about a condition which menaces the 
entire fabric of the Nation. 

The Pujo Money Trust ·investigation, one of the most impor­
tant inquiries by Congress in the past decade, pro-ved beyond 

the shadow of a doubt that the concentration of credit in New 
York was due to combinations between great banks. Th'..l.t re­
port was conclusfre ·evidence that changes must be made in ex­
isting Iaws regarding banking if the liberty of business enter­
prise is to be safeguarded. 

The uncontradicted testimony before the Pujo- committee 
shows that one group in Wall Street has acquired such control 
of money and credit that, acting through 118 directors in 34 
banks and trust companies, it controls total resources of 
$2,26D,OOO,OOO and total deposits of $1,983,000,000. With such 
power over money and credit it controls wealth of various kinds 
amounting to $22,000,000,000. 

The testimony fmther shows that many of the greatest ban.k­
ing institutions in the country have degenerated into in tru­
mentalities for the control of money and credit, using the m..:mey 
of the people against the people themselves. This condition has 
been brought about through legislation and lack of legislation, 
and the cure must come through legislation. 

All must admit that the banks render a >aluable public serv­
ice by safekeeping funds that are saved from earnings by c-eon­
omy and thrift or are temporarily idle, and at the same time 
loaning them out so that business undertakings may be carried 
out for the benefit ot society. But all must also admit that 
banks are quasi public institutions and that their prope1· con­
duct has a vital relation with the public welfare. Justice de­
mands that they shall not be permitted to have exclusive domi­
nation of business through the monopolistic control of credit. 
They are not the masters of the public but the servants, and it 
is the sacred duty of government to exercise control over them 
to the extent of making sure that the public shall be given a 
square deal and that the people are not left at the mercy of 
banks that have the power of sacrificing legitimate business to 
reckless and injurious speculation. 

The national idea requires that very action, and I am confi­
dent that the people will be satisfied with nothing else. The 
Glass bill does not recognize this requirement, and as a· result 
is a structure raised upon a shaky foundation. It is a weak 
measure, for howeyer strong the building erected upon shifting 
sand it can not be stable and endu:dng. 

To ineet the demand of the people this bill should contain 
provisions for the strengthening of the present banking system 
so that it will inspire the unquestioning confidence of the public 
in its justice and in the ability of each individual bank to 
adequately and justly serve both depositor and borrower. 

It does not require a wholesale overturning of the present 
system and the creation of an additional system to attain that 
end. The pref'ient national-bank system has shown that it hris 
splendid characteristics of service and it has become a part of the 
web and woof of American business. 

There is much merit in the axiom, " Prove all things; hold 
fast to that which is good." Our national banking system has 
been in use for half a century, and with the changes which 
experience shows to be necessary it can be made the best in 
the world. The defects are recognized and they can be easily 
remedied. 

The Pujo report shows that the system of interlocking di­
rectorates has established a community of interest between 
banks· which has practically destroyed competition and which 
is a vital factor in the control of money and credit. On page 
140 of its final report it states: 

When we find, as in a number of cases, the same man a director in a 
half dozen or more banks and trust companies. all located in the same 
section of the city, doing the same class of business, and with a like 
set of associates similarly selected, all belong'ing to the same group and 
representing the same class of interests, all further pretense of com­
petition is useless. For all practical purposes of competition such 
banks and trust companies may as well be consolidated into a single 
entity If banks serving in tbe same field are to have common di­
rectors, genuine competition will be rendered impossible. Besides. this 
practice gives to such common directors the- unfair advantages of 
knowing the affairs of borrowers in various banks and thus affords 
endless opportunities for oppression. 

Monopoly without the obligation of public service is always 
a menace to free institutions, but a m.onopoly of money and 
credit is more dangerous than any other. When it is evident 
that one of the chief causes for the united action of banks in 
the accomplishment of common purposes is in interlocking di­
rectorates it becomes a sacred duty on the part of Congress to 
prevent it. No new system is needed to deal with this evil, 
and no new system that does not deal with it will be effective. 
A simple provision that no director of a national bank should 
serve as a director of any other banking institution wo.uld cure 
this evil. 

Added to that, a provision that boards of national banks 
should consist of not less than 5 nor more than 11 men, and 
that they should be fully responsible for every act of the bank, 
and a long step in the right direction would ha-re been taken. 
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The concentration of money in New York City is another evil 
of the present system. It is dangerous because it induces 
spe~ulation in Wall Street and robs the local communities of 
tlle money needed for legitimate business. Immense amounts 
are loaned by banks in stock-exchange loans. On November 1, 
1912, 32 of the New York banks had $240,480,000 outstanding 
in such loans, .viaced by them directly for their correspondents 
independently of the deposits of those correspondents. The 
deposits of out-of-town banks in these 32 New York banks at 
that time was $483,373,000, and a lai:ge part of that sum was 
ajso used in stock-exchange loans. 

This condition can be met by a change in the reserve system 
and the express prohibition that national banks shall not loan 
money on securities dealt in at stock exchanges which refuse 
to incorporate and submit to proper public supervision and 
control. The New York Stock Exchange and other similar 
associations are voluntary private associations that have stead­
ily fought all attempts to subject them to such regulations of 
law as would pro,ide an adequate safeguard against the 
methods by which stock-exchange quotations are manipulated 
according to the purpose of stock-gambling pools and individ­
uals, and which costs the American people $3,000,000,000 a year. 

Another change necessary to insure safe and just banking is 
to prohibit bank officers and directors from borrowing from 
their own banks. 

This practice has been a fruitful cause of bank failures, the 
First-Second National of Pittsburgh being a recent case in point. 
It is beyond reason that bank officials desiring money for 
speculative ventures will use proper caution in ·the use of bank 
funds, and the public. both the depositors and borrowers, should 
be protected against such a dangerous practice. 

Another provision necessary to secure safe and just banking 
is the requirement that banks make public the list of assets 
held by them. Banks invest the money of depositors and stock­
holders and they have the right to know what disposition is 
made of their money. Not only that, but free and full pub­
licity would benefit the banks themselves for it would add to 
public confidence: The list of stockholders and the assets held 
by the banlcs should be placed in a public place in the bank, 
where all who cared might see for themselves the investments 
made by the banks to which their money has been· trusted. 

The Pujo report shows, too, that much of the business done by 
many national banks is not properly banking business. They 
dernte their energies and funds to the work of promotion, 
speculation, syndicating, and trustifying. They are extending 
their efforts in these unwarranted fields through a strained 
construction of the national banking act, although Chief Justice 
Waite declared that national banks are prohibited from dealing 
in stocks and bonds through the failure of the act to expressly 
grant that power. An express prohibition of the power to in­
vest banking funds in such speculative securities would go a 
long way toward making the resources of the banks available 
for the needs of the legitimate business of the different com­
munities in which they are located. 

But while the banks are to-day engaging in transactions which 
are not a part of legitimate banking business, they are pro­
hibited from engaging in some transactions which belong to 
them by right. They should be permitted to accept time drafts 
and bills of exchange, a provision which is one of the most com­
mendable in the Glass bill, although an additional system of 
banks is not necessary iri order to iave its benefits. 

At present the banks are not pe1ruitted to accept time drafts 
in spite of the fact that these bills of exchange, drawn by one 
bank and honored by another and bearing the names of one or 
more responsible indorsers, and having salable merchandise 
back of them, form the safest and most liquid form of credit in 
which funds can be invested. 

Such a provision is a benefit to the banks and to business 
men. To-day American dealers must pay 7 per cent or 8 per 
cent for the money with which to discount bills, even though 
they borrow at 6 per cent nominally, for they must carry a por­
tion of the loan as balance in the bank. The right to discount a 
bill of exchange would be a regulator of business. It would 
represent an actual transaction, and would be paid by the 
realization of money for goods sold. The use of such paper 
would rise and fall automatically with the needs of business, 
and would. in fact, assure a self-regulating currency, which in 
itseli would be a great protection against arbitrary contraction 
and inflation. 

The banks should also be permitted to establish savings de­
partments by express provisions of law and not through the 
subterfuges whlch obtain at present. This department should 
be kept separate and distinct from demand deposits, and from 
tts funds loans should be permitted on real-estate loans for 
maximum three-year periods. This right should apply also to 
city rea-1 estate and not be con.fined, -as in this bill, to farm 
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lands alone, for the owner of a town lot should be given justice 
in this matter as well as the owner of farm land. · 

These changes would not injure, but benefit, every honestly 
conducted bank in this country. They would put the banking 
business on a safe basis and allow the banks to occupy their 
rightful field. I believe there is vision enough and leadership 
enough and courage enough among the bankers of the country 
to demand these remedies for existing evils. I know personally 
many bankers who desire the changes which will enable them 
to transact only banking business in a fashion which will recog­
nize the rights of the public as well as the opportunities to 
make money. B. F. Harris, vice president of the First National 
Bank of Champaign, Ill., in a recent article in World's Work, 
sums up that thought when he says: 

It is all-round good ·business for the banker to enlist himself as a 
militant campaigner in the field of public welfare and good citizenship. 

But regardless of the attitude of the bankers the people of 
this Nation will have their way. They know the need of these 
reforms in banking conditions, and no pri"rnte interests, however 
powerful and intrenched behind existing laws, can hope to suc­
ceed against the aroused majority in this land. The monopoly 
of money and credit in private bands strikes at the very equality 
upon which this Republic was founded. It is incompatible with 
the public safety and the common welfare, and this lawmaking 
body has no more sacred duty than to end the possibility of such 
control. It is not so much a question of establishing a new -
system as it is a matter of clearing away existing abuses and 
strengthening the good qualities of the system which is now an 
established part of American business and which has proved its 
right to survive. It is a recognition of the principle that the 
people of this Nation are sovereign and through the Federal 
Government have the power of enforcing their decrees in order 
to secure justice to all. 

I have tried to prove that the best interests of the people 
demand that no one class of individuals be permitted to control 
credit, but that the power of government should be exerted to 
its full extent to prevent a few men, through the control of 
dominant banks, from dictating the terms on which credit can 
be secured. 

But credit depends on money, and therefore it 'is of even 
greater importance that the control of money be vested solely 
in the government of the people. Money is the lifeblood of 
commerce. It makes it possible for men to divide the multitude 
_of labors necessary to maintain our civilization. By means of 
it each man while performing hiso0wn special work benefits from 
the great variety of work performed by other individuals. It 
brings labor and capital together and associates them in pro­
ductive capacity. It is the yardstick by which all products of 
labor are measured. 

The control of this standard of value should be in the hands 
of the Government just as much as the control of weights and 
measures. Any power that can control the T".olume of money, 
increasing it or decreasing it arbitrarily to serve selfish inter­
ests, has the power of life and death over American business and 
industry. 

If there is more money than is needed for the actual demands 
of trade, speculation is induced, production is overstimulated, 
prices rise much faster than wages, and all industry is deranged. 

If there is less money than business requires, prices fall, goods 
are sacrificed, production is curtailed, wages a.re decreased and 
men thrown out of employment, and again all industry is de­
ranged. 

When the currency of this Nation is either inflated or con­
tracted without reference to the demands of trade, industry is 
paralyzed and the people suffer, and one is as disastrous to the 
interests of the average man as the other. 

It therefore follows that 1)le best interests of the people de­
mand that the volume of money be just sufficient to meet the 
demands of business, increasing as the demand increases and 
diminishing with lessened demand. The production of money 
must keep pace with the production of all other products of 
labor. 

In other words, the first necessity is to ha\e the valne of 
money uniform from year to year, to have the standard of 
value retain the same purchasing price, for that means a stnble 
price level of commodities, and security, and prosperity for the 
people. 

And for my part, I would hesitate at no step necessary to 
secure that condition. I believe that the only functfon of a just 
Government is to promote the common welfare, and that any 
action is justified to secure that common contentment and pros­
perity which can only come when those willing to work can find 
employment at just wages, when the products of labor and the 
farm can find· a ready market at profitable prices. 

-· -- ~ 
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Tha.t is the prosperity we need "to-day in this Nation. Not 
the prosperity of the few at the top, even though we admit that 
some of their prosperity may leak down on those below. Real 
prosperity means the prosperity of the many, which in just pro­
portion will find its way to the top. 

A stable price level of commodities is necessary to that pros­
perity and a stable price lewl depends on the volume of money 
and the freedom of credit. 

It is admitted that the discount rate is a powerful factor in 
controlling the \Olume of money. It is believed that it can be 
kept where just enough money an ensuing credit will be used 
to produce a s table pricEt level. It is presumed in this bill that 
the discount rate will be raised if prices should rise above the 
leyel and lowered if they fall below it. But the resen-e banks 
do not deal with the people at all and borrowers must discount 
their notes with institutions not directly affected by this dis­
count rate. The idea, of course, is that the control of discount 
rates to banks will affect the dealing of banks with their cus­
tomers. But that in turn presupposes competition between the 
bunks, and that brings us back to the fact that fair competition 
must be secured if that principle will operate. 

If a system of reserve banks is deemed necessary, why do 
you not reach directly the ends desired by having them banks of 
the people and for the people. The banks object bitterly to 
enforced contributions to the capital of these banks. Why not 
have the capital stock subscribed by the people and controlled 
by them? Then all the powers granted would be used directly 
for the benefit of the public. 

I believe that the ends which are declared to be desired by 
the passage of this legislation can be secured without the 
organization of reserve banks and the destruction of our present 
banking system and Independent Treasury. A Federal ~urrency 
board representing the Government solely, should be g1yen the 
powe1:s vested in the Federal ~e~erTe bo?rd in this bill u:i;id 
under requirements of law so rigid that it would use no dis­
cretionary power whatever as far as rediscounting commercial 
paper is concerned. '£he requirements could be fixed and cur­
rency issued on all Government-inspected and Government­
passed securities. The Go\ernment funds would then not be in 
the hands of a pfrrnte corporation-a system which has so 
many obvious disadvantages. 

This board should have the power of fixing discount rates. 
None can deny that the present high price of commodities is due 
in large <legree to the inflation of money and bank credits which 
has taken place in the past 14 years. This must be corrected, 
and the only way in which it can be corrected without bringing 
the dire evils of contraction is to vest control of the discount 
rate in the Federal board. Admitting that such a power is the 
power of life and death over industry and trade, I contend that 
it should be taken out of · the hands of private interests which 
profit most when interest is high and should be lodged in the 
Government, representing the interests of all the people. 

This control has been in the hands of private interests, and 
we have seen money increase 60 per cent faster than population 
in the past 14 years, while the prices of the necessaries of life 
have been increasing to approximately the same degree. Bank 
~redits have increased still more and have also affected the price 
of every article bought and sold. ~ 

What do the American people desire in banking and financial 
legislation at this time? They want the national idea recognized 
and the powers of Government used to promote the common 
weal. They want safe and independent banks, conducted on be­
half of legitimate business interests, each serving its constitu­
ency adequately and justly. They do not want nor will they 
tolerate a central bank with its gigantic monopoly in private 
hands, as provided for in the Aldrich plan, and they will accept 
no substitute which masks the same powers and attributes, no 
matter what name may be given it. 

They want an ample currency, adequately secured, and issued 
solely by the Government, so regulated as to maintain a steady 
price level. They want a uationa.l currency, intelligently con­
trolled in the interests of the whole people, so that a dollar sbaJl 
at all times represent the same amount of commodities anu 
senjces. This bill aims to secure that kind of a currency and it 
is a step in that direction, even though slow and halting. Its 
composite character, its confused principles, and its yielding to 
expediency weaken it and make it certain that further steps 
will be necessary in the near future. It will without doubt bet­
ter existing conditions, but it does not str~ke the blow the Ameri­
can people have a right to expect against the powel' which is 
desecrating their liberties, the irresponsible power of a few men 
o\·er the great mass of the people. That great cause still de­
mands champions and bitte.r battles; the cause age-old and 
ne,·e.r won but alwuys winning; the cause of the throttled and 
thwarted and enchained against the despot and the tyrant; the 

cause of the weak· against the strong; the cause of every: Ameri~. 
can who belie\es that the individualistic and commercial ideas 
have become outgrown and outworn and must give way to the 
national idea, with a government of the people, for the people, 
and by the people, exerting its e>ery power to assure equal 
rights and equal opportunities for every man, woman, and child 
in the Nation. [Applause.] • 

l\Ir. GLASS. l\Ir. Chairman, I yield to the gentleman from 
Kansas [Mr. CONNELLY]. . 

Mr. CONNELLY of Kansas. Mr. Chairman, it had not been 
my purpose to offer any remarks on the bfil under considera­
tion. I confess to you, and freely so, that I have no scientific 
knowledge on the question of banking, with which this bill largely 
deals. My remarks will necessarily be along the line of funda­
:mentals, to which every Member has gi '' en some considera­
tion. It is fundamental principles that I wish to discuss more 
than the intricate provisions of the measure. In the reading 
and consideration of so comprehensive a measure as this we 
are compelled to apply tho e standards of measures to it that 
we have learned to consider as basic principles. If the provi­
sions of the measure are such that they conform to our ideals 
as we bave set them up, we are liable to agree with them that far. 
If they do not, then we are prone to attempt to reason from the 
known to the unknown and try to arrive ::it a proper conclusion. 

I am free to say that I ham much more faith in the bill since 
getting a closer glimpse of its intent and its provisions than l 
had at the beginning. I confess that I have much faith in the 
honesty and ability of the members of this committee of dis­
tinguished gentlemen who have prepar.ed it and who have de­
fended its provisions· so ably here. I have a great deal of con­
fidence in the great leaders of the Democratic Party, some of 
whom I have unwaveringly followed for mnny years and ha>e 
found them worthy at all times of this great leadership. 
These leaders, as well as some of the men in the Republicnn 
and Progressive Parties, whose patrioti8rn and loyaUy to the 
institutions of this great Government I do not doubt, huYe 
expressed a confidence in most of the provisions of this bill, and 
that to me is, to an extent, assuring. 

I will say to you in the beginning, however. because it is true, 
that the bill is not in some respects what I \\i'ould ham made it 
had I been allowed to frame it. I am not one of those who feel 
or express the contempt for the teacbings and the principles o~ 
the old-time greenbacker that bas been manifested by some who 
have spoken here during the consideration of this measure, both 
in the caucus and in this committee. I am oue of those who 
believe it possible for this Government to issue and maintain a 
full legal-tender paper money, limited in quantity to the needs 
of the country. I fear that when this bill is brought to the test 
that it may be found that you have exaggerated the inverted 
cone of your present financial system by making this money re­
deemable in gold, and thus make it possible for those who would 
profit by embarrassing the Go\ernment to gather up this money. 
carry it to the Treasury, and compel the Government to go out 
into the marts of the world to secure the gold to redeem it. I 
hope my fears and ala.rms upon this matter may prove ground­
less, but I am free to confess that I belieYe it is possible. That 
there are many wise provisions to the bill everyone must con­
fess. The provision that places the supreme control of the 
whole system in the hands of the Government, where men who 
manage the monetary affairs of the country may be reached by 
the electorate, is to my mind so wise that I feel that I would be 
justified for that reason alone, if for no other, in supporting the 
measure. Then, again, I ham faith in the future of this country 
and the men who will come here to make the laws when we are 
here no more. I believe that they will remedy by legislative 
enactment any defect that may show in the working of the 
scheme that this body, with its splendjd endeavor to frame a 
good measure, may oYerlook. I believe that there is intelligence 
enough among the people of this country to demand that any 
weakness shall be remedied as soon as it begins to show in the 
fabric under the acid test in the great loom of experience. J. 
believe that "°e have reached the happy time in our nationa? 
life wben men will have to appeal to intelligence in the future 
instead of to prejudice, as has been the case in so many in­
stances in the years that have gone by. I beljern the people of 
this country will not demand that the measure be perfect in all of 
its details upon its inception; they will only demand that it be 
honestly administered and promptly remedied when the weak . 
places, -if such there be, begin to show. I will not be ashamed 
in years to come to say that I voted for a bill that had so wide 
an application and was intended to ramify every fabric of our 
country s commercial an<l financial life that was in some detail 
iJnpe:rfect. Perfection is a rare commodity. I have known but 
few in JDY life who claimed to be perfect, and not one of these 
would I caJ:e to imitate or make a day's journey with'.. The 
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people of this .Nation are not demanding perfection. They are 
demanding honesty and a fair degree of intelligence. 

I have spoken of my fears of the bill. loading down the gold 
upon which it is based with too heavy a load; I would like the 
bill better if it made every one of these notes when issued a 
full legal tender for all debts both public and private, with the 
single exception that it should not abrogate any pledge or any 
contract now made by the Government. While I do not believe 
in gold redemption of money, I do believe that a contract made 
by a Congress is just as sacred and binding as conh·acts made 
by individuals, and I would never consent to violation of con­
tracts that this Government has assumed, though under what 
I consider an unwise policy. I do think that future contracts 
should not be made in such a way as to place the Government 
under the possible condition of having to go out and sell bonds 
in time of peace to satisfy the demands of men who are un­
patriotic enough to embarrass the Government for selfish gains. 
There are gentlemen who know the evil results of the present 
system who are not sure that they have exactly the right plan 
to remedy these evils. We see under the present system of 
loaning money that the fellow who borrows money must pay 
more for the hire than the average business will permit. We 
can see with conditions just right-with money drawing a fair 
and just rate of interest-it should be a strong indication of the 
prosperity of the individual, and a compliment to his ability as 
a business man, if it were known that he was a great borrower 
and was using a ·great deal of hired money. I find, however, 
that in the practice, under conditions to-day, the reverse is 
true, and if it is known that a man is a big borrower it is often­
times counted against him, for there are few legitimate busi­
nesses that will justify him in hiring money at the rate of 
interest that for many years has obtained in this country. 
My idea is that if there is a just rate of interest for the Joan 
of money it should be based to an extent upon the natural in­
crease of the w~alth of the country. I do not know of any 
mason why the man who keeps his wealth or holdings in liquid 
assets should be especially favored over the man who keeps his 
holdings in other forms of property. I do not see in this bill 
any particular thing that will promise any material lowering of 
the rates of interest that the final user will have to pay. While 
I believe the bill contains much more of the good than it does 
of the bad, and its sins that I would criticize are rather the 
sins of omission than sins of commission, I would like the bill 
better were more consideration given to these features. 

l\Ir. Chairman, there is no ground for any class hatred in this 
country as between the borrower and the lender of money. You 
will find the banker averages very well with his neighbor in 
the civic and social virtues that we all encourage and admire. 
I do not know a banker in my county, my dishict, or my State 
that I -am not proud to count my friend. I have along with 
other gentlemen found the friendship and confidence of my 
banker a valuable asset not a few times in my life. If he has 
fared better in the gathering together the wealth and goods of 
the world it is not because be is vicious but rather because he 
has taken advantage of the conditions, and for these be is not 
to blame. He is onl;1' one to the many who are engaged in other 
business. I have no sympathy for the sentiment that carries 
a class hatred. I think it has no place in the making of laws 
or shaping of statutes. I would approach all legislation with 
the common good in view and not with the idea of getting even. 
However, there is a great responsibility resting upon those who 
are intrusted with the making of financial law. I want to ap­
proach it in a spirit of fairness to tht; rich and the poor, the 
strong and the weak that should ever be shown in a task so 
great. _ I am persuaded tha.t later on, in this Congress, the 
matter of farm credits should be given that rational considera­
tion that its merit deserves. I know that in my district as well 
as in many of the other districts of the country, men with ample 
security are often compelled to pay through commissions and 
intermediate charges a much higher rate of interest for the hire 
of money than they should be compelled to pay. I want to have 
an opportunity to vote for a law that will not permit any class 
of men to stand between the Government, whose functions it is 
to coin money, and the user who needs it to conduct his business, 
and demand that they be given a rake-off in the course of the 
deal. I know that there are gentlemen here who- look upon this 
proposition with some misgivings, but I believe that it is not 
only feasible but practical, and I stand ready to assist in every 
way in my power to place such a law upon the statute books 
of our country. I have heard some gentlemen of the opposite 
political faith blame the management of the Democratic Party 
here because this farm or rural credit plan that is contemplated 
has not been acted upon. 

It seems strange, indeed, to see how placid were these same 
gentlemen through a term of 50 years that the Republican 

Party failed to do these things, but who now grow so impatient 
in six months of Democratic rule, because the results are not 
already apparent. I believe that this Congress will pass a 
.farm-credit law. I believe that the country wants it and that 
Congress will be responsive to the demand. I want to observe 
that it does not become gentlemen on the other side of the Hou8e 
who have so much fault to find with the way business is con­
ducted by the Democratic majority. You profess to see great 
danger to the liberties of the people from the secret . caucus, 
where representatives of a party meet to lay out their plans of 
procedure and make sure that they will carry out the pledges 
made to the people. This is another reform that has found re­
cent lodgment in the minds of you gentlemen. You practiced · 
this policy every day that you were in power in this country 
and will practice it again in all probability should the unfor­
tunate day come when you will again be intrusted with its 
affairs. I have no fault to find with the honest reformer. I 
believe he will ever have -an important place in the affairs of a 
republic. I submit, however, that the primary essential of the 
true reformer is to be willing to practice when he is in power 
the policies he pleads for when he is not in power. 

Mr. Chairman, I represent, in the main, a great agricultural 
district where the sources of wealth are stock and grain raising. 
True, we have all of the other interests incident to the indus­
tries of such a community, such as banking and milling and 
mercantile business, but all are primarily dependent on the man 
who guides the plow. This great rectangle of land has all the 
elements of primal wealth in the line of agriculture. I may be 
pardoned in passing in saying to some of you gentlemen who live 
ill the East, and who I fear at times get the idea that the range 
of great things is bounded on the west by the rolling waters of 
the Mississippi, that one county iu the district that I have the 
honor to represent-Smith County, Kans.-in the year 1912 pro­
duced more corn than any five of the New England States com­
bined. It produced more corn that year than any like amount 
of territory in this great Nation. We are a cosmopolitan people, 
where the interest of the banker, the farmer, and the merchant 
is so interlinked and interwoven that what affects one class 
quickly and surely affects the other. 

These interests are so close in my country that I would 
hesitate to support a measure that would embarrass the bankers 
there. I am free to say that while I have taken some trouble 
to place the provisions of this bill before them I have uot re­
ceived a letter from a banker in my district protesting against 
the measure. I am therefore persuaded that they believe that 
this bill, which makes it possible for them to accommodate their 
people through the agencies of the discount features of the bill, 
makes it more easy for them to secure the money to meet :rny 
stringency in the times of panic; makes them less amenable 
to the greater banks in the financial centers, where money 
naturally flows under the present system; meets to a consider­
able measure their approval, and has their support. 

Mr. Chairman, finally I want to again say that I ha\ e never 
held or expressed the feeling toward the teachings of these old 
monetary reformers that has been shown by some gentlemen who 
have spoken here-that old reformer pleaded for a limited full 
legal-tender money, composed of gold, silver, and paper money, 
each dollar the peer of every other dollar, and each armed with 
the sovereign power to walk the royal highway of commerce 
and slay every debt it chanced to meet. I have never held a 
contempt for their teaching, for I have never been able· to see 
where it was capable of doing a wrong to any class or to any 
legitimate business. I know that the great majority of these 
men who believed in and taught this doctrine were farmers, who 
usually paid the interest instead of the high financier who col­
lected it, but I have never considered that ·sufficient excuse for 
holding the theory in contempt. 

These gentlemen wh9 take so much pleasure in showing their 
disapproval for that class of money that they are pleased to call 
" gutter script " and " rag money " should quit abusing paper 
money for the good it has already done in the Nation's history, 
though it may never be called upon to do more. . 

In reading the history of my country I find that when Jef­
ferson-who was, to my mind, one of the great etiaracters of 
history-when he, through the eye of the sage and the patriot, 
saw the great possibilities ·of that vast empire known as the 
Louisiana Purchase and sought to obtain it, it was paper money 
that came to his rescue and made it possible for him to secure 
that great domain and dedicate it to freedom for all the years 
to come. When the haughty Britons waged a war of hatred 
against this sh·uggling Nation in 1812 and sent her armfes and 
navies here to pillage and destroy, it was paper money that 
again guided the pathway of our fathers and stood true in that 
great struggle. 

• 
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When the Nation was rended in civli stl'ife in the dark days 
of the early s:ixttes, and gold had hid like a craven from the 
eyes and haunts of men, it was the old-time greenback that paid 
for provisions, equipped armies, and made it possible for Old 
Glory to continue to wave over a united country. It has stood 
in every cri is of our Nation's need as our sponsor and om· 
friend. It has gone down into, the -valley and the shadow side 
by side with every patriot, only to be denouneed and despised 
when the shouts of victory crune. It has always been a friend 
in need, to help, to succor, and to save. It has never deserted 
humanity in the tiQJe of her distress. 

Mr. Chairman, we bold no contempt for the old-time green­
backe:r. He thought be was right, and he had the courage to 
say so. He was not afra id nor ashamed to be on the losing 
side. It was such as he that the poet had in mind when he 
wrote: 

And r honor the man who is willing to sink 
Half. his present repute for tb~ freedom to think; 
And when be has tboug"bt, be his cause strong or weak. 
Will r1sk t'other half for the freedom to speak, 
Not caring wba.t censure the mob ha.s in sto1~. 
Be that mob the upper ten thousand, or lower. 

[Appl a use.] 
:Mr. GLASS. Mr. Chni-rman, I yield to the gentleman from 

l\!aryland [Mr. LINTHICUM] . 
Mr. LL TRICUl\l. l\Ir. Chairman, it is not my intention to 

take up the-time of this Hou e with a discussion of this measure 
in detail, for its provisions have been mnde plain by those who 
baYe given long mouths of study to the ubject RDd who are 
therefore more famiJ!ar with what will l>e its probable operation 
than I am. Ila ving kept in touch with those bankers living and 
doing busines in my congressional district, and having always 
endeavored to accommodate them in all matters when it was 
consistent and possible for me to do so, I am sufficiently close to­
them to feel that if tl1e present measure was regarded by tl1em 
as one fraugh t with disaster to the bunl.dng interests of my city 
or of the country in general tlley would have a\3.iled themselves 
of their privilege to set forth their objections, and I should cer­
t a inly have heard from them. 

I have made a studious effort to- keep the bankers of my dis­
trict fully informed regarding this p1·opo ed currency legislation. 
I have mailed copies of the bill and the committee's report on 
the same far and wide throughout my district, and both in 
writing and in my conversation with individual members of the 
banking fraternity I have invited expressions of their views on 
the measure stating that I would see that they were placed be­
fore tho, e . in charge of thi legislation tba t no poiDt worthy of 
considemtion might be overlooked. 

I have heard but little objection in my district to this meas­
ure, and the general tenor of the correspondence bas been simi­
lar to that of. this- letter I bold in my hand, which was received. 
this m rrnng from Mr. William Ingle, vice president of the 
Merchants-Mechanics National Bank, of Baltimore. In acknowl­
edging receipt of certain literature which I forwa.rded him relat­
ing to this currency legislation he says : 

l\fy ofl'hand judgment is that the worst feature of the bill ls its c.om­
mitment of the Government .to active bnnkina and responsibility thcro­
for, in that it guarantees the redemption oi eredit obligations. As far 
as Government control is concerned, I feel that as the general thought 
is. in the air, right or wl'ong, onee we admit that it is to be recognized 

· we are able to vei·y macb more readily assent to many other principles 
found in the bi!L Personally, I am in entire accord with one of its 
main purposes, and that is to i;ivc all sections of the country the same 
chance for the future, something which has been 1'.or 50 years denied 
under tbe provisions of the p1·es~nt banking act. . 

That the pending bill is the most comprehensive reform meas­
ure on this subject considered by this House within the pa.st 50 
years I realize. It is not to be expected th.at e·verybody will 
favor the provisions of this bill, and there is always a difference 
of opinion upon all important legislation; but so far as I am 
able to judge. I feel we have a measure which will meet the 
needs of our people, and I heartily indorse its passage. Further­
more, I am confident that such is not only the general opinion in 
my congres ional district, but that of the country at lnrge. 

I regret, however, that this bill does not make provision for a 
system of agricultural finance, for, in my opinion, the subject 
is one of enough importance to have- our attention at this time, 
and upon the need for such legislation I would like to address 
this House. 

At a recent convention of the Associated Advertising Clubs 
of America. Col. Henry Exall, president of the Texas Industrial 
Congre , in the cour e of a roost careful and interesting address 
upon the necessity of conserving the soil, raised the finger 'of 
warning when he stated that so general has our method of soil 
spoliation become that it has been stated upon good authority 
that more than half of all lands in cultivation in the United 
States barn greatly deteriorated in the power to produce. De­
spite the fact that we have learned more ·about seed selection 

and have had better- agricultural implements for cultivating and 
for harvesting tha.n ev-er befot·e, so universally have we robbed 
the earth, milking witho:c,1t feeding, subh·acting without adding, 
checking out without depositing, that we now produce less wheat 
and corn combined per acre than we did 40 years ago. In ex­
tracting everything from the eai;th we have failed to create a 
sin.kin()> fund to pay this debt and have in many instances de· 
stroyed both principal and interest. 

The truth of Col. Exall's statement must be apparent to every 
man familiar with agricultural conditions in tbi s country, and 
when one reflects upon this statement. dwells upon the gravity 
of the corulitious. which it conjures, the query which inevitably 
arises is, Why is this so? 

CA. OSES OF SOIL DEl'LETlON', 

I do not believe that I am far astray the ma'rk when I at­
tribute our soil depletion to three principal cau es: 

First. Our wa tefulness ; 
Second. Oar failure to rega.rd agriculture as an industry and 

to apply to it the business methods of such; and 
Third. Our negl.ect to provide farmers with a financial sy tern 

adapted to their particular requirements. 
Through the natural aJertne s of our people, assisted by the 

educational efforts of our Federal and State Governments, oar 
wastefulness hns been in great measure checked. Literature 
and teaching has brought home to the rural resident de­
pendent upon the soil for a living the realization that farm­
ing is an industry, and I am happy to say that the great ma­
jority of our farmers are managing their acres with as cai·eful 
consideration of true profit and loss and with as wi:~e regu n:l to 
the financial aspects of the ituation as is manifested by the 
most keen and enterprising business man engaged in the co11duct 
of any industry. I am in hopes that this House will see fit to 
remove the last of these contributing ca uses by placing within 
the reach of . onr :\gricuJtural population, or assi ting them in 
bringing within their reach, a system of agricultural credit that 
wilt enable them to have ea ier and quicker access to the dollar 
whilll it is required for farm purposes. 

I bel1eve that when we hare done this not only wm we have 
remo ·ed the last of the contributiug causes of our present soil 
depletion, but we will have placed within the reach of the 
farmer the opportumty to make his farm u contented center of 
profitable industry. 

To some 1\fembe1·s of this House it may appear unusual that 
I, representing a congres.sional district tn the city of Baltimore, 
sbou1d manifest so great an interest in a subject not immedi­
ately a.tl'ecting my distrkt. but I have a· farm on the out l.drts 
of Baltimore, and I am a farmer myself on a small scale. Fur­
thermore, r was bom and raised on a farm. For more than 50 
years my father was a farmer, and we boys of the family were 
brought up t9 understand that we contributed materially · i~ the 
successful management of the farm, and om· counsel was invited 
when father c-0nsidered the many problems which arose. In this 
way I ga.ined an in.sight into the problems of agriculture, and I 
will say in passing that I do not believe any education gained in 
any institution of learning is of more practical value than those 
lessons of industry, thrift, and honesty wliich every farmer's 
boy has instilled in him through association with those engaged 
in cnltivation of the- soil. 

Being thus conversant with the practical conditions of rural 
life. it is most natural that need for legislation of this kind 
should be so apparent to me, and I am sure it is equally so to 
every man who has any knowled~e of farm life. I have come 
to learn that the prosperity of the farmer regulates that of the 
city dweller; that the ties of interdependence are manifold ; 
that in no relation of society is cause and effect more strikingly 
illustrated When the farmer is prosperous his prosperity in­
variably extends to the city dweller, and when it is at low ebb 
the prosperity of tl1e city dweller is correspondingly restricted. 

One of the anomalies of our financial legislation is the fact 
that always heretofore it has been sha ped, molded, and adapted 
to the interests of the banks, bankers, manufacturing and com­
mercial men. while our agricultural population have been either 
totally ignored or given but scant consideration. It has re­
quired a long time for us to awaken to the fact that the pros~ 
perity of tho e who are adding en.ch year close to $9,000,000,000 
to oar n.::ttional wealth is wortl1y of attention. 

IMPEDU.IEKTS OF ocra P RESENT SYSTE:U. 

Let us consider for a moment that the 12,000,000 farmers 
of the United States are actually adding each year to the 
national wealth $8,400,000.000. They are doing this on a bor­
rowed capital of $6,040,000,000, on which they are paying annu­
ally interest charges of $510,00-0,000. Counting corn:m1ssions 
and renewal charges, the interest rate is averaged at St per 
cent, as compared to a rate of 4! to 3t per cent paid by the 
·farmer of France or Germany. 

• 
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But an excessive interest rate is not the only hardship from 

which the farmer suffers. Countless are the cases in which 
the would-be borrower, often a small farmer of the best moral 
character, is unable to furnish tlle security required by institu­
tions at present engaged in loaning in agricultural communities. 
In consequence be is deprived of that :financial aid which is 
such a valuable any of his more prosperous neighbor. 

We should bear in mind that the pinch of an inadequate 
financial system is felt first by the small farmer or agricul­
turist. Inability to secure funds not only entails personal sac­
rifices and hardships, bnt neglect of the land, with consequent 
soil depletion, followed by diminished or restricted crops. 

Farming is an industry, and the lubrican~ of all industry is 
capital. The farmer takes the seed and by labor and care and 
through exposing it to prooer conditions of earth and air de­
velops and converts it to food. It is an industry just as truly 
as that of the man 'f hO takes wood and builds it into furniture, 
or that of the mun who takes leather and fashions it into shoes. 
To farm profitably requit·es the applied combination .of intelli­
gence, knowledge, hllillil.Il labor, beasts of burden, and implements 
of cientific husbandry. This necessitates the use of money, 
the inve trnent of capital. The dollar is therefore a factor just 
as important and essential in successful and profitable farming 
as in any other industry. 

It is not my pre ent purpose to advocate any particular sys­
tem of agricultural credit. At this time it is sufficient that 
attention be directed to the need for institutions designed to· 
quickly furnish the farmer with financial assistance that his 
recurring necessities create. When we have decided that insti­
tutions of this character will prove of material assistance to our 
agricultural population, when we have dispensed with this pre­
liminary phase of the subject, the wisdom of the American peo­
ple may be trusted to adopt that plan which will best answer 
their IJurpose. 

!~ADEQUACY OF Pll.ES~T FACILITIES. 

1\Iuch unjust criticism has been directed toward our present 
banking sy tern and our bankers because of their failure to meet 
the financial needs of our agricultural communities. Those 
who have indulged in this criticism have quite overlooked that 
our pre ent system has been built up to meet the needs of the 
commercial and manufacturing element rather than of the 
rural population. In vain it has been explained that our system 
of re erves in the national banks, which has been necessarily 
largely followed in the State banks, has tended to concentrate 
funds in the Jarge institutions in the reserve and central reserve 
cities and has forced the banks to deal in "liquid" or easily 
convertible securities. The farmer's assets, not being liquid, 
are necessarily excluded from participation in our banking 
facilities, and until his assets are made liquid he is doomed to 
continue to be shut out from his fair and proportionate use of 
the great aggregations of money and credit representing the 
available working capital. 

But even were there no restrictions to the loaning of this 
money for agricultural purvoses the insufficiency of present con­
qitions would be apparent. 1\Iany State banks are now loaning 
money on farms and in some sections securities based on farms 
are extensively dealt in. But these isolated instances go but a 
short way toward meeting our national requirements. 

Let us glance for an instant at the magnitude of the field. In 
1910 the value of all farm property, including land, buildings, 
implements, machinery, and live stock, was $40,991,449,090. This 
amount represents the assets of the farmers. Upon the basis ot 
this valuation to loan 50 pe.r cent would require 20,000.000,000, 
a total far in excess of the resources of all the banks in the 
country; yet, doubtless, this amount could be wisely and 
profitably used to bring these farms to an increased state of 
productiYity. In 1910 there were 1,327,429 farms mortgaged · 
and 2,361.283 unmortgaged. In other words, 33.6 per cent of 
all farms in the United States were mortgaged.. The rate of 
interest which these mortgages bore was approximately 8 per 
cent. It is apparent, therefore, that under our present restric­
tions it would be impossible for our financial institutions to 
loan at less than 5 per cent, which is what the European farm­
ers are paying. Clearly, therefore, one of our needs is a means 
by which our farmers will be enabled to borrow the money they 
require at an interest rate as low as that which is aiding Euro­
peun farmers. 

KEEDS OF THE SITUATIO:i. 

In considering the financial assistance we should extend the 
farmer, analysis will show that his needs may be divided Into 
two classes: First, small loans of short-time duration; and, 
second, large loans of long-time duration. Many instances 
arise in whkh the farmer requires sums ranging up to $300 
for use in bis work. These amounts he is generally able to 
rP.pay after harvest; therefore they are merely required tempo-

rarily. There is also constant demand for large sums ranging 
from $300 upward. I take it that the establishment of agricul­
tural banks, operated under proper laws and posses ing the 
necessary capital, will be able to meet the demands of those de­
siring the larger loans. 

Those who have given m~h thought to the s:ibject tell us 
that the rural bank must be a special b:.l.Jlk,_ with special powers 
and obligations, in order to meet special requirements; that it 
must be initiated and operated by the farmers themselves_, who 
know theu· own necessities and who will give their time to its 
management. Its fundamental principle must be the cooperative 
interest and effort of the neighborhood in neighborhood affairs, 
but it must also be conducted so as to insure a ·recognition of its 
sound financial standing and its unquestioned credit outside of 
the community to which its operations are confined. 

The necessities of those requiring small loans must be met 
through the aid of an entirely different institution from that o:t 
a bank. Organizations or institutions patterned after those . 
doing business in European countries. conducted along lines not 
wholly unlike our present building associations, will be required 
in order to look after the farmer without assets who desires a 
small loan for a short time. 

In every community the man with assets usually possesses a 
corresponding amount of credit. He is, therefore, better able 
to care for his interests than the man with no assets. If we 
will aid in accumulating something for the man who bns 
nothing we will have given a powerful stimulus to the basic 
foundation of our national prosperity. 

In considering the needs of that class of our farming popula­
tion having practically no assetsr we should bear in mind that 
every man who tills the soil is, in the best use of the term, a 
creator of original wealth. Being a creator of original wealth, 
it is sound policy on our part to aid and encourage him. The 
difficulties confronting this class are particularly severe, :rnd 
to familiarize yomself with these difficulties consider the situa­
tion of a farmer desiring a small loan who can not furnish the 
security desired. I want you to note how inadequate are the 
offices of present established institutions. I shall take a prac­
tical everyday case for example, that of David Selby. who 
really existed-not under the name I have given him, but in 
flesh and blood. There are many thousands whose experiences 
have paralleled his. 

A~ ILLUSTRATION. 

David Selby was born on a farm and grew to manhood a 
tiller of the soil. A more industrious, steady man or better 
farmer never guided a plow or handled a hoe. Upon the death 
of his father and after the old home place had been sold, he 
secured under lease for a term of years with an option of pur­
chase the best available farm he could find, comprising about a 
hundred acres of land. After paying a half year's rent, $300, 
he had left $500. To stock and equip his farm and have capital 
available until his: first harvest it was necessary to pay half 
ca.sh and give the dealer a chattel mortgage to secure the 
balance. 

The farm he rented was the best his limited capital would 
secure. On closer examination he discovered that its soil was 
far from being in the condition required to produce abundant 
crops. He found there was as much difference in the soil of 
" rented " farms and " owned " farms as there was between a 
cab horse and a carefully groomed, well-kept racer. The soil 
had been SO SC'antily replenished with fertilizer that its spots of 
unproductiveness suggested the hide of a mangy dog. Several of 
bis friends, men of extensive experience, who had been friends 
of his father before him, came and viewed his new place. They 
were unanimous in the judgment that what tAle soil required 
was fertilizer and assured him that its application would more 
than repay the outlay necessitated. They pointed to the folly 
of attempting profitable farming on land whose vigor already 
was nearly exhausted. 

It was an easy matter for his friends to tell what be should 
do, but the problem facing David was how to secure the funds 
necessary to carry those suggestions into execution. He thought 
npon the subject for seYeral days and was convinced that his 
friends' advice was sound, that the farm required at least 
several hundred dollars in fertilizer, _that as a result of such 
expenditure his crops would increase from 20 to 50 per cent 
"\vi thin the next few yea.rs; but his capital was gone, and to 
secure this money he must borrow. The very word caused him 
to hesitate, for at once it brought before him the deep-set 
aversion of his father to debt in any guise for any purpose. 
The elder Selby had been a man of tenacious views, who feared 
debt more than he did the evil one. He would let the products 
of his field rot in the ground before he would incm· a debt to 
purchase the necessary crates in which to ship them to market. 
He would suffer a short crop rather than borrow funds_ for 
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fertilizer to insure a maximum of production. In short, he 
inviolably adhered to his principle to deal with cash, and 
cluug to it with the devotion of a martyr, although it entailed 
many sacrifices ::md was the author of innumerable lost oppor­
tunities. And to this persistency probably might be attributed 
thEt fact that, although he had been a hard worker all his life, 
a successful producer from the soil, and a systematic saver, he 
died comparatively a poor man. It was the fear of debt that 
caused David to hesitate before assuming the obligation he 
was already under, and only the absolute necessities of his posi­
tion drove him to do so; and now the thought of plunging fur­
ther into debt restrained him. He regarded the course urged 
upon him almost as the height of recklessness. 

DEBTS FOil CO~SUlllPTIVE AND J?EBTS FOR CREATIVE P URPOSES. 

David Selby was a "good farmer" in the full meaning of 
that phrase. His father before him had been a "good farmer," 
and although both thoroughly understood the soil from which 
they got their living, neither had given any thought or study 
to the economic problems incident to agriculture. 

It was a revelation, the unfolding of a new chapter in his 
education, when one of his fathers friends explained to David 
that the same agricultural laws which govern in .commerce con­
trol in the agricultural world; that farming was in reality an 
industry in which competition was becoming keener every day, 
and the rewards and exactions of successful management enor­
mously multiplied. This friend made clear that debt was not 
always to be feared; from one point of view it was the measure 
of people's confidence in the debtor; that there were two kinds 
of debt, each as different as day from night; that debts incurred 
for consumptive purposes, where the money was not put to 
work to multiply and increase and return an additional amount 
to the borrower, marked the slipping back, the economic decline 
of the debtor, while those for creative purposes in which the 
money borrowed was to be multiplied and increased, placing the 
debtor · in better position than he was before, were evidences 
of advancement and progress. 

· This line of thought was something new to David. It had 
never before occurred to him that such a distinction existed, 
but on reflection it was perfectly clear; he realized the sound­
ness of the argument justifying debts for creative purposes. 
And with the recognition of this distinction came al~ the 
realization that the money he would borrow for fertilizer to 
multipy the production of his soil was a debt for creative 
purposes. 

THE DYNAMIC .DOLLAR. 

Nor did. his friend's instruction stop here. He took pleasure 
in explaining that in the commercial world mon(J had two 
forms pf employment; that a dollar used for creative purposes, 
which was continually reinvested and handled, became in itself 
an agency of force and was known as a "dynamic dollar." A 
dollar not so used, which remained unemployed and nonproduc­
ing, was immobile or dead, and known as a "static dollar." 
He pointed out that business men everywhere required the use 
of dynamic money; that to furnish this money banks are estab­
lished, the office of which it is to make loans; tJ;.at the merchant 
or manufacturer who did not employ the dynamic dollar was 
as poor a manager as the farmer who never fertilized his land. 
He explained that the dynamic dollar ordinarily was secured 
through a bank, not through mortgage of the property of the 
borrower, for by means of an account with a bank every dollar 
borrowed when not actively at work might be returned, ceasing 
to pay interest. A mortgage, on the other hand, gives merely 
a fixed amount for a stated period, an arrangement too rigid tor 
successful commercial usage. Again, if- the sum obtained on a 
mortgage were •employed and found insufficient, an additional 
loan would mean a second mortgage, and then, perhaps, a third 
mortgage. It was plain that a commercial house or business 
man compelled to secure ftmds in this manner soon would be 
driven to bankruptcy. 

THE SM.A.LL F.A.R'.\IER \ERSUS SECURITY. 

When Selby finally decided to borrow money for fertilizer with 
which to increase the yield of his land the next question which 
presented itself was how and where he should get it. He knew 
that he was generally known as a "good farmer." He knew 
also that neither he nor his father had ever contracted a debt 
which they· failed to pay. He was of good moral character, 
worked hard for his money, aud always had been most careful 
to see that it was wisely expended. A few days later he drove 
to the county seat, where was located the only bank his section 
boasted. The cashier received him courteously, and to that gen­
tleman he explained the object of his visit. The cashier co.m­
plimented him upon the -wisdom of his decision and expressed 

_ the hope that he would be able to accommodate him,. but his 
first_ question went to the weakest point in David's cas_e. 

"What security have you to offer?" be asked. David ex­
plained that he did not own his farm. Reluctantly be admitted 
that even the stock and equipment were only half paid for and 
were mortgaged to cover the balance due. The cashier easily sur­
mounted these difficulties by suggesting that DaYid secure the 
help of several of his friends as inclorsers on a note for the 
amount desired. 

When David left the bank he went direct to the one man in 
the county whom he believed would help him. This man was 
the president of his district grange. In David's mind there was 
no question but that he "\':ould be glad to help him.. He was a 
man of large means, prosperous far beyond the average, and sin­
cerely interested in the welfare of the county. Only a few 
weeks before David had attended a grange meeting in which 
this gentleman had pointed out with impressive sincerity that 
the progress of eyery agricultural community was measured by 
that of its individual members; that it was the plain duty of 
every farmer to assist his fellow man in the upbuilding of his 
farm; that the owner of a good farm surrounded by poor farms 
was not much better off than the owner of a poor farm sur­
rounded by good farms; hence it was to the interest of each of 
them to encourage impro\ement, to aid, if necessary, in making 
their neighbor's farms as \aluable as possible. 

David could not see how the grange president could refuse to 
assist him in face of these emphatic declarations in behalf of 
the doctrine of mutual aid. 
· The money he desired was needed to improve his farm, to 
make it produce more abundantly. Certainly in improving the 
T"alue of his land he was adding to the wealth of the district in 
which he lived. His case was clearly and fairly within the 
mutual-aid doctrine, and it baffled him to foresee how the presi­
dent of the grange could fail to assist him. without being guilty 
of the most arrant hypocrisy. 

The grange president listened with attentive and sympa­
thetic ear to David's statement of bis case. When he concluded, 
he said to him : 

I sympathize with you, young man, and believe that money expended 
as you propose will amply repay the outlay. In tact, I have helped 
in quite a number of cases of this kind. The great majority have rec­
ognized their obligations and promptly met them; but in some cases I 
was not so fortunate, my credit was tied up, and I was put to much 
trouble. I am now getting along in years, and I do not wish to add to 
my responsibilities. I believe that you will repay this money, but, 
beginning this year, I resolved never to indorse another note. and to 
that resolution I shall adhere. Not that I am averse to doing my 
share toward the upbuilding 01' this county, for I am willing to loan 
you outright a third of what you re.quire; but I do not wish again to 
enter upon a practice that may involve me in the indorsem~nt of several 
thousands of dollars of paper and keep me contip.ually harassed as to 
when I 8hall be released from those obligations. Find one or two other 
men in the county who will aid you, and I will join them in ad­
vancing the amount you need. This I am willing to do, and it is all 
that I can do consistently with my duty to my family and myself. 

When Selby left the president of the grange he was deeply 
angry. It appeared to him as though he were the victim of a 
conspiracy. The bank cashier had pointed out how impossible 
it was for the bank to make the loan unless he could secure the 
necessary indorsements, and the one man in the county in posi­
tion to help him declined to do so because of his h·ouble with 
others who had failed to meet their obligations. He was con­
vinced that a man who had no money could get none, regardless 
of how good his moral character might be or how certain re­
payment at the time promised. 

Of what value. then, was the county bank to him and those in 
his situation? He had always been given to understand that 
the bank was an institution that would aid the farmer when he 
needed it, but of what help was the bank unless the farmer had 
security to offer or friends with money willing to indorse his 
paper? It was self-evident that a man who had money would 
not need to borrow. The more he thought over the matter the 
more bitterly he felt, and it was several days before thhl feeling 
subsided sufficiently to allow him to consider the subject calm!Y. 

Little by little it dawned upon him that possibly the bank: 
cashier and the president of the grange were both sincere and 
prohibited by their limitations from assisting him. It was evi­
dent the county bank was not designed to offer help in cases 
like his. He could see now that were they to make a practice 
of accepting loans of such character and were not extremely 
fortunate it would not be long before they might be involved in 
interminable difficulties. 

Upon reflection, too, he saw that he bad no right to expect 
the president of the grange to indorse the paper ot his neigh­
bors. True, he was a man of large means. But he had accumu­
lated these means through hard labor, and be owed a duty to 
himself and his family to conserve them through the observ­
ance of reasonable precaution. Selby admitted that he had no 
claim on him; that it was no more the duty of the grange presi­
dent to indorse his paper thnn it was tllllt of several less public­
spirited men, almost as wealthy, of whom he ne-yer would have 
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thought of making such a request. Obviously his lack of suc­
cess was owing to the fact that no institution, society, or other 
organization existed whose object and facilities it was to give 
the assistance required in cases such as his. 

His e...'>.perience was the subject of his reflection for a number 
of weeks and he made many inquiries and gained much addi­
tional information. Then he awoke to the realization that his 
case was not an isolated one; that there were many farmers 
in hls district who needed precisely the assistance he sought, 
who had made the same efforts which he put forth, and after 
meeting with failme were struggling along as best they could 
unaided. And if he had gone further in his investigation he 
would have found that the same condition which he faced was 
true in every district of his county, in e\ery county of the State, 
and in nearly every State in the Union. 

REPOP.T OF COUNTRY-LIFE COl\HIISSION. 

Although he did not know it at the time, the conditions of 
which David Selby was the victim were the same discovered 
by the Commission on Country Life appointed by Preside11t 
Roosevelt in 1909 for the purpose of calling attention to the 
opportunities for better business and better living on the farm. 
The findings of that commission, based upon a study of rural 
life as a result of 30 public ijearings and 120,000 answers to 
printed questions sent out by the Department of Agriculture, 
were such as to induce the commission to refer specifically to 
the limited credit facilities of the farmer. Question No. 10 on 
the circular of questions was as follows; 

Have the farmers in your. nei11:hborhood satisfactory facilities for 
dqing their business in banking, credit, insurance. etc. ? 

The commission's news on the subject were expressed in the 
following language : 

A method of cooperative credi.: would undoubtedly prove of great 
service. In other countries credit associations loan money to their 
members on easy terms and for long enough time to cover the making 
of a crop, demanding security not on the property of the borrower. but 
on the mo~al warranty of his character and industry. The. American 
farmer has needed money less perhaps than tand workers in some other 
countries. but he could be greatly benefited by a different system of 
credit, particularly where the lien system is still in operation. It would 
be the purpose of such systems. aside from providing loans on the best 
terms nnd with the utmost freedom consistent with safety, to keep as 
much as possible of the money in circulation in the open country where 
the values oritn.nate. The present banking systems tend to take the 
money out of the open country and to loan it in town or to town­
centered interests. 

Selby was not a man of broad education; the only schooling 
he had was that gained at the district school. He was of 
German extraction, but he did not know that the same problem 
which baffled him and brought discouragement and heartburn­
ing was the identical one with which his Teuton ancestors had 
struggled long before he was born. Nor did he know that in 
the storm and stress of their travail, through the ingenuity and 
philanthropy of two men-Frederick William Raiffeisen and 
Francis Frederick Schulze-there were evolved in the years 
1849 and 1850 two systems of cooperative rural and urban credit 
societies destined to give to the small farmer and town resi­
dent facilities he could obtain through no other channels, the 
success of which systems was to place the achievements of 
their authors "among the greatest romances of finance." 

ORIGIN OF THE RAIFFEISEN SYSTEM. 

We are told that it was in 1848-the year in which the acute 
distress of the poor at last found vent in revolutions and up­
risings throughout Em·ope-that the seeds were first sown of 
that great system of cooperative credit, whose influence on the ag­
ricultmal world it would be difficult to overestimate. 

The circumstances which called forth their energies were 
the same in each case, namely, the helpless distress of the 
poor. They saw, as others did, that it was the economic waste 
caused by want of capital which lay at the root of the evil. 
But they alone were able, in the face of general incredulity, to 
devise a remedy. The first efforts of both were of the nature 
of individual attempts to relieve distress in their districts. And 
when experience taught them that permanent amelioration 
could only con:ie through self-help, it was in the direction rather 
of cooperative supply than of cooperative credit that they set 
out. They organized small cooperative societies for the pur­
chase of necessities of life and raw materials. Thls, however, 
they soon saw was not sufficient, because the poor were already 
deeply in debt to money lenders. It was the presence of money 
lenders in their midst that led the way to cooperative credit. 
Relief measures were of little avail while the burden of debt 
remained. Their efforts were thus directed toward the estab­
lishment of credit societies, anll as the outcome we have the 
two distinct systems. 

The small agriculturist, while he needs credit and can put 
it to good use, suffers from the great disadvantage that he has no · 
adequate security of the type usually required to offer. Now, 

the place of material security can only be taken ·by personal 
security, by a system, in fact, by which the borrower will 
borrow on the security of his own character, together With that 
of a number of his friends, who may be willing to back their 
good opinion of him by guaranteeing the payment of his loan. 
For the success of this plan it is manifestly essential for the 
members of the society in general, and the guarantors of a loan 
in particular, to keep a sharp watch on the borrowing member 
to see that the loan is duly applied to the purpose for whicll it 
was granted, and that its repayment is not jeopardized by the 
folly or incompetence of the borrower. The situation is summed 
up with characteristic felicity by M. Decharme, of the French 
l\finistere d'Agriculture, when he describes credit banks of his 
country as being "in communities where everybody knows· 
everybody else, and they always ask what the man wants to 
borrow for, and if he says he wants 400 francs to buy a cow 
they watch him, and if four or five days afterwards he has no 
c<J'W, they know. it." · 

The system is, in fact, an extension of the cash-credit system 
of Scotland, to which, in the words of l\facleod, "The marvelous 
progress and prosperity of that country is mainly due." Its 
fundamental characteristic is that the supervision of loans is 
conducted without expense, and conducted efficiently, because 
it is to the interest not only of guarantors, but of all the mem­
bers of a society, to e."'\:.ercise the strictest vigilance. 

ORGANIZATION OF RAIFFEISEN SOCIETIES. 

Raiffeisen societies are organized along simple lines, and 
have maintained this simplicity with few changes to the 
present day. The organs through which the society acts are 
four : 

1. The general assembly of the members. 
2. The supervising council. 
3. The board of directors, whose president is the president 

of the association. 
4. The secretary. 
The general assembly, composed of all the members, is the 

source of all power in the society. It elects all officers and 
receives their annual reports, determines the amount of money 
to be borrowed by the association, the rates of interest to be 
charged for loans, terms for which loans shall be made, salary 
of the secretary, and so forth. 

The Sllpervising council is, as its name implies, a super­
visory board, one of the principal duties of which is the quar­
terly revision of the debts due the association, which it ex­
amines one by one, taking into consideration the guaranties 
furnished by the debtors and their sureties, respectively. 

The board of directors, which meets once a month, or oftener 
if the business of the association requires, makes the loans. In 
order that it may have as wide an acquaintance as possible 
with the members, their characters, and circumstances, the 
members of this board are chosen from different parts of the 
district in which the society operates. It also passes upon the 
admission or exclusion of members. · 

The secretary, who is the only salaried officer of the society, 
is required to furnish bond. He is responsible for the cash, 
keeps the books, recei\es and pays out the money, and usually 
conducts all the correspondence. 

Applications for loans are made to any one of the directors, 
who obtain information as to the object of the loan, character 
of the security, and so forth, sufficient to enable him at the next 
meeting of t.lie board to recommend the granting or refusal of 
·the application. 

That the circumstances and character of all the members 
might be easily known and the members keep themselves in­
formed as to the action of the officers and the operations of the 
society, Raiffeisen laid special stress on limiting each associa­
tion to a local area of small extent with a population not ex­
ceeding 2,000. 

In order to avoid any danger of capitalistic speculation, 
Raiffeisen excluded shares altogether from his banks, but in 
1876 he was obliged to comply with the law which compelled 
cooperative societies to have foundation capital, and fixed the 
shares at a maximum value of 10 marks (a.bout $2.40). In 
societies where the liability is unlimited a member can not 
take more than one share; in societies with limited liability, 
however, he may take more. The value of the shares, and, in 
the latter case, also their number, are fixed by the rules. The 
shares are repayable to the members upon withdrawal from 
the society, and interest is paid upon them at a rate . which 
must not in any case exceed the interest which borrowers pay 
upon loans from the society. 

The following are the principal safeguards of loans made on 
personal security .; . 

Loans are only made to members of the group and only those. 
known to be trustworthy are admitted. 
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Membership is confined to persons residing within a small 
distriet, so that members are personally known to. one another. 

Members being mutually responsible, it is to the interest of 
all members t-0 keep an eye upon a borrower to see that he 
mnkes proper use of the money lent to him. 

It is to the interest of all members to help a member when he 
is in difficulties. 

The borrower furnishes sureties or gins other collateral se­
curity for the repayment of the loan. 

The borrower binds himself to apply his loan to a specific 
imrpose which will bring in a monetary return sufficient to en­
able him to repay the sum borrowed and leave a profit for 
himself. 

The whole of these safeguards are not adopted in all cases. 
for loans a1·e sometimes given on the borrower's note of hand 
witllout any collateral security. 

The fixing of the amount of the loan is most important where 
the borrowers are small cultivators unaccustomed to commet"­
cial methods, and is usually relaxed as their economic educa­
tion becomes more advanced. We thus find it more generally 
in~isted upon by the Raiffeisen banks in Austria and Italy, 
where they are of more recent introduction than in Germany, 
where the members have now become familiarized with the 
commercial uses of credit. 

SPREA.D OF RAIFFEISEN METHODS. 

That the societies devised by Raiffeisen met fully the pur­
poses for which they were created is best shown by their growth 
in Germany and their almost universal adoption by other na­
tions. Out of the few small banks which R aiffei:;;en ·and Schulze 
started midway through the nineteenth century there has grown 
up in Germany a vast system of more than 15,000 separate 
offices, of whlch over 13,000 are of the R aiffeisen type. As a 
whole the management has been efficient, and most of the banks 
are on a sound financial footing, while it is claimed that there 
bas not in either system been a single failure-a truly remark­
able achievement in view of the difficulties with which they 
have had to contend. 

From Prussia the idea extended, little by little, to all the 
other nations of Europe. Austria adopted it in 1851. The 
same year Hungary attempted its first experiments. In 1864 
Belgium inaugurated its special moYement by founding the 
People's Bank at Liege, while at the same time, in Italy, 
through the incentive of Signor Lu.zzatti, similar banks were 
instituted at Milan and Lodi. The example gradually became 
contagious, and the movement extended, with varying success, 
to Russia in 1866, to France in 1883, to Scotland in 1889, to 
Ireland in 1894, and spread to the youthful Balkan States­
Roumallia, Servia, Bulgaria-and finally, crossing the seas, the 
idea took root in Syria, under German influence, in the Antilles 
and India, through that of England, in Algeria, Tunis, Isle of 
Reunion, and Canada, through that of France. 

These associations are in. fact the only banks which the 
farmers will patronize for short-time loans in the nations 
where they abound in the greatest numbers. With their aid 
po>erty aml usury haye been banished, sterile fields have been 
made fertile, production has been increased, agriculture and 
agricultural science raised to the highest point. Their educa­
tional influence is no less marked. They have taught the 
farmers the uses of credit as well as of cash, given them a 
commercial instinct and business knowledge, and stimulated 
them to associated action. They have encouraged thrift and 
saying, created a feeling of independence and self-reliance, and 
e>en elevated their moral tone. 

The picture can hardly be overdrawn. Every traveler who 
visits the places where these little associations exist .speaks 
in glowing phrases of the prosperity and contentment that pre­
vai I. They are organized on such simple lines that their man­
agement requires only ordinary intelligence. Failures have 
r arely occurred. In France and other countries they hold a 
record of having never lost a cent. 

The Raiffeisen system alone has been able to utilize satis­
factorily the only security which the small agriculturist has 
to offer, namely, his personal pledge to repay, supported by the 
guaranty of men of his own class and standing. It alone has 
beeu able to perform all that is· demanded of an agricultural 
credit bank, without subsidy from charity or the State; not, 
indeed, without the assistance of the man of education and 
the philanthropist, but at least without his :financial assist­
ance, which alone could deprive it of that spirit of robust in­
dependence in which lies half its value. And this it has done, 
not in one country alone, or even in Europe alone, but through­
out the civilized world wherever it has been tried, with a suc­
cess that is beyond question and has all but silenced criticism. 

NEED FOR THE DYNAMIC DOLLAR. • 

What is sorely needed by the American farmer to-day is 
easier access to the dynamic dollar. Never can this be secured 
so long as he persists in depositing his surplus in town-centered 
institutions and paying interest funds to the same soul·ces. If 
the American farmers had a thoroughly organized system of 
mutual credit societies they would not only annually save two 
hundred or two hundred and fifty millions of doJlars to them­
selves indhidually, but in course of time the entire debt would 
be transferred to the societies, the interest paid to them, an 
economic waste stopped, and this stupendous sum restored to 
agriculture. This assertion is neither fanciful nor extravagant. 
It is below the actual ratio obtained by a comparison with the 
German figures. 

There is practically no limit to the amount of capita l tlrn t 
could be adrnntageously employed for rehabilitating worn-ont 
and abandoned farms, opening up new areas, and introducing 
modern methods of cultirntion; and it is of.vital importance that 
this capital be obtainable at once in sufficient T"olume and on 
easy terms. The world-wide problem caused by the pres ure of 
population upon the means of subsistence now confronts the 
United States in the very face of its matchless natural resources 
and vast acreage of arable lands still remaining untouched by 
the plow. The $385,000,000 of •foodstuffs exported last year 
barely equaled 76 per cent of the annual interest charges on the 
debts the farmers owe. 

Prior to the passage of the l\Iorrill Act creating the Depart­
ment of Agriculture it "onld have required no small amount of 
credulity to have believed it to be possible for a branch of the 
Government to accomplish the benefit which has resulted from 
the efforts of that bureau. What the Go>ernment bas done in 
educational uplift it can do as well in financial matters. I do 
not mean that its efforts should be too paternalistic, but that 
it should aid where it is just and proper to do so. 

WHAT THE GOVEJlNlIE~T C.AX DO. 

Through a policy somewhat similar to that adopted by 
European countries, our Federal Government can giT"e aid in 
financing the farmer. This aid can be extended either inde­
pendently of or in conjunction with that of the States. I have 
no doubt that within the next 12 montlls this House will pass 
soJTie measure giT"ing :financial aid for agricultural purposes. l 
assume that this will be done upon the basis of agricultural 
population and that the State institutions which are made the 
depositories of these funds will come under the regulations of 
the Federal Government. I take it that the amount allowed each 
State will be distributed by the State institution among th~ 
different counties according to population; that the county in­
stitution to which it is loaned, and from which it is finally se­
cured by the farmer, will also come under Federal r egulations. 

If some measure of this kind is enacted into law, as I belie•c 
it will be, I hope that proyision will be made by which some 
portion of these funds may be allotted the several counties for 
the aid of institutions in those counties whose objects shall be 
similar to the Raiffeisen societies of Europe. In my opinion a.icl 
of this character will prom of the greatest yalue to our ngricnl­
tural communities, because it will go to the bottom and help 
those most needing help. Such cooperati\e, self-help societies 
answer the purpose of au elementary or kindergarten training 
to our agricultural population, imparting a valuable knowledge 
of how to employ money most adYantageously in farm work. 

By printing bulletins dealing with fa rm finance, by recording 
the progress of these cooperative societies in the different States, 
the various systems under which they are conducted, the regu­
lations adopted for safety and success, our Department of Agri­
culture can render invaluable assistance. The wider knowledge 
disseminated through such publicity will eventuaUy result in 
societies of this character being organized along common lines 
differing only in fundamental characteristics where such differ­
ence is necessary by reason of the changed conditions of agri­
culture in the respective communities. Through the cooperative 
effort of such societies many industrious farmers who suffer 
the need of a small amourit of capital and lack specific knowl­
edge of farm finance will gain that help and education that will 
raise them from the nonasset-holding class to the asset-holding 
class. The hardest work is always at the start. No work is 
more important than that done by these little societies that help 
a man to carefully save or wisely expend his first hundred dol­
lars. It is the thoroughness with which they instruct him in 
these first lessons that give him confidence to venture further 
that ultimately result in establishing him on the plane of finan­
cial independence, making him the T"alued depositor or wel­
comed creditor of his community bank. 

The American farmer with his assets of O\er $40,000,000,000 
possesses a security sufficient to obtain m9re than ·double or 
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treble the money he needs. The problem is merely one of plac­
ing these assets in a form that will render them negotiable and 
liquid in every State in the Union, in every bourse, in every ex­
change. When this is done we will have removed a handicap 
which now fetters our agricultural industry; that has placed 
beyond the reach of those who need it most the use of the 
dynamic dollar; that has rendered the dollar-the token of 
wealth-a scarcity among that class who are the chief pro­
ducers of wealth. When this is done none will feel the stimula­
tion more perceptibly than the small farmers, whom God must 
have loved "because he made so many of them." After all it 
is the small farmer who is carrYi.ng the burden of humanity. 
He is the man who feeds the world, whose labor creates the 
bulk of its wealth, whose prosperity and happiness should be 
the objects of our solicitude and care, because they so vitrrlly 
and directly influence the happiness and well-being of all man-
kind. . 

.l\Ir. HAYES. Mr. Chairman, I yield 30 minutes to the gentle­
man from Iowa [Mr. TOWNER]. 

Mr. TOWNER. Mr. Chairman, I hope I may be pardoned 
for again calling attention to the manner in which this legisla­
tion originated and is being forced through the House. 

~'irst we learn from the press that the President demands the 
passage of a currency bill at this session. Then we hear that 
the President, the Secretary of the Treasury, the chairman of 
the Finance Committee of the Senate, and the .chairman of the 
Banking and Currency Committee of the House are working on 
a bill. Then come reports of secret meetings and conferences 
with party leaders, and finally a bill has been introduced simul­
taneously in the Senate and House. 

It was given out to the press that the bill had the emphatic 
approval of the President, was to be considered an administra­
tion measure, and that the President would expect Democrats 
in the Senate and House to support and· pass it if they were to 
be considered friends of the administration. 

The next step was to get the Democratic members of the 
Banking and Currency Committee to agree to favorably report 
the bill. This was done by holding many secret meetings-not 
of the committee, but only of the Democra,tic members of it. 
When the Republican members of the committee heard that the 
majority were holding secret meetings and considering the bill 
they demanded their right to take part in the consideration. 
This was refused peremptorily and without apology. 

Then the bill was submitted to the Democratic caucus. There 
for several weeks, in secret session, the Democrats considered 
the bill. 

Thus it comes to us, the product of secret conferences and 
caucuses. No man knows its authorship or origin, except that 
somewhere, at some time, in some manner, it was conceived 
and brought forth as a partisan, administration measure. 

In a speech in this House, delivered by the Speaker l\:Iay 10, 
1910, opposing the proposition to establish a tariff board, he 
said: 

In these latter days, through encroachments of the executive branch, 
the · Congress has fallen f1·om the high estate of a coordinate branch 
of the Government to the despicable position of an animated cash regis­
ter for the executive branch. * * * Some men arc so constituted 
that so soon as they come into the presence of ' the President their 
courage oozes out, as dld that of Bob Acres. 

It would be cruel to suggest that the majority now ham 
fallen "to the despicable position of an animated cash register 
for .the executive branch," or that any on that side have felt 
their courage ooze out, as did that of Bob Acres, "so soon as 
they come into the presence of the President" ; yet the known 
facts with regard to the suppression of opposition and the sub­
jugation of insurgency during the progress of this bill would 
far more justify· the use of the language quoted now than they 
did when uttered. 

THE CAUCUS. 

But not only have the majority suffered from Executiye coer­
cion; the House and the country have suffered from caucus 
dictation in the formation of this bill. To an extent never be­
fore known in the history of legislation in this country the 
caucus rules. Such rule in its extremest exercise is openly de­
fended by the majority. The minority have been told they have 
been repudiated and have no . longer right to be heard in the 
formation of laws for the people. 

This is not the exercise of right; it is a direct usurpation of 
power by the majority. It is a subversion of representative 
go,ernment. It is a direct invasion of constitutional right. 
The majority is charged with the responsibility of legislation, 
it is true, but it must be constitutional legislation; legislation 
under the law, legislation in which the right of free debate is 
preserved, legislation in which every bill considered may be 
tested and tried in an open forum, under established rules. 

Legislation prepared in secret, to which is pledged in advance 
the votes necessary to pass it, is not constitutionally consider-ed. 
Of what use is debate if change is not possible, if modification 
may not follow argument, in which judgment on merit may not 
be founded? 

The President a good many years ago wrote a book on Con_. 
gressional Government. In it he discusses the caucus. After 
stating that its origin as a legislative appendage was Demo­
cratic, he quotes with approval the statement that under caucus 
domination-

The legislation of Congress was constantly swayed by a party fol­
lowing, feelings, and pledges rather than according to sound reason or 
personal conviction. · 

And he adds the suggestive comment that-
it is shielded from all responsibility by Us sneaking privacy. 

It has great power without any balancing weight of accountability-
He says, and adds-

there is, unhappily, no ground for denying their power to override 
sound reason and personal conviction. 

It is interesting to note that if the President has changed his 
mind it must have been very recently. 

In the illuminating chapter entitled " Let there be light," in 
his book, The New Freedom, published within the year, the 
President says: 

A first necessity is to open the doors and let in the light on all afl'ait's 
which the people have a right to know about. 

Again, he says : 
What are the right methods of politics? Why, the right methods are 

those of public discussion ; the methods of leadership open and above­
board, not closeted with "boards of guardians," or anybody else, but 
brought out under the sky, where honest eyes can look upon them and 
honest eyes can judge them. 

Again, he says: 
I for one have the conviction that government ought to be all outside 

and no inside. I, for my part, believe that there ought to be no place 
where anything can be done that everybody does not know about. 

It is said in defense that the caucus is an old institution and 
that the Republicans used it. If it is wrong, neither long prac­
tice nor Republican approval can justify its continuance. But, 
in fact, caucus usage has been confined to bills distinctively party 
measures, while this bill, as we have frequently heard asserted 
on that side, is a nonpartisan measure. 

It is also said that it makes little difference how bills are 
made-if the people approve of them after they are passed, that 
is all that is necessary. "The end justifies the means." This 
defense of wrong is as old as history. 

The majority certainly deceives itself if it thinks the people 
are indiffermit to the manner and conduct of the business of this 
House. If the Cannon rules had not been thought unfair and 
subversive of legislative rights, the majority would not now be 
on that side, but on this. The people believed then that the 
preservation of legislative rights was an essential of free gov­
ernment. They believe so now. Especially in this country is 
it more necessary to preserve representative government than it 
is to pass a tariff bill, a currency bill, or any other bill. 

WHAT IS PROPOSED. 

It has been for some years thought best that our currency 
system should be changed and our national banking system re­
vised. Acting upon this belief the Republican Party when in 
power provided for a commission, which for some time worked 
upon the subject. In the progress of their work the members 
of that commission secured a larger body of facts and statistics, 
a greater accumulation of knowledge upon the banking and 
currency systems of the world, than had ever been gathered 
before. In their report they recommended a bill known as the 
Aldrich bill, which, however, never received the .indorsement of 
the Republican Party. Nevertheless the facts and knowledge 
thus gathered and given to the world have been worth many 
times what the commission cost the Government. 

This bill is a patchwork, composed in part of the Aldrich 
bill and in part of other portions that seem to have been 
evolved out of the inner consciousness of somebody. It is not a 
development, an extension, or enlargement of our present sys­
tem. On the contrary, it ignores-or, rather, discards-all our 
past experience and attempts to create a new and entirely theo­
retical system formulated by men who never by either study or 
experience have qualified themselves to deal with such a com­
plex and difficult problem. It is never safe to pluck out a 
whole system by the roots and substitute a new and untried 
scheme. We c~ build on the old ; we can modify the ald; we 
can adjust, extend, and improve the old with safety; but we 
can not with safety discard it. 

Nowhere has such a system ::is is here proposed .been tried. 
In no nation on earth is a semblance of such a system in ex­
istence. If we were 2.!lked to adopt, or adapt the English, the 
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French. or the German, or the Canadian system, we might be 
able to determine whether it was better than our own, or could 
be adapted to our conditions. But we have no such criterion. 
Nothing can be offered as security for the bi:r except unindorsed 
promises. It is alluring as a prospectus, but there is nothing 
yet to rely on except placards and pictures. · 

If there ever was a bill requiring that public hearings should 
be held by the committee before action was taken, it is this biU. 
It should have been submitted to bankers, business men, a nd 
·farmers. and their criticisms heard and considered before action 
was tnken. The Dem&crats of the House gave hearings on the 
tnriff bill. The Democratic members of the Senate committee 
are now having hearings on the currency bill. Wby was a like 
course not taken by the committee on thi bill ? 

1\lr. GLASS. Will th gentleman permit an interruption? 
Mr. TOW:NER. Certainly. 
1\lr. GLASS. Does not the gentleman know that the Com­

mittee on Banking and Currency of this House had hearings 
for a period of two months, and ffrery banker who asked to he 
heard was heard upon ·the general subject of banking and cur­
rency legi lation? .And does not the gentleman know, because 
it has been repeatedly stated here, that every provision of this 
l>ilI was based upon the information adduced in those hearing ? 

.Mr. TOW~ER. Will the distinguished chairmaD tof the com­
mittee say to this House that there were any hearings on this 
bill? 

1\lr. GLASS. I did not say that. I said the bill itself was 
based on the hearings. 

.Mr. TOW1'"'ER. Yon might just as well say that this bill 
is based upon aU the hearings that were had in previous Con­
gresses from the beginning of the Government down to the 
present time. 

Mr. GLASS. It was. 
Mr. TOWNER. That does not avoid the difficulty. This bill 

was not considered. Its provisions were not under discussion 
and criticism. Hearings on the "general subject of banking 
and currency legislation" are all very well, but the knowledge 
Con.,.ress want and does not have, except as the result of in­
dividunl investigation, is, What do bankers, both city and coun­
try, think of this bill? What do the business men think of it? 
What do the farmers think of it? When the bankers began to 
understand what the provisions of the bill were they voiced 
their protests, but they were not heeded. 

1\lr. GLA.SS. The gentleman is entirely mistaken about that. 
We embodied in the bill a great many suggestions made by 
bankers. But does the gentleman contend, simply because we 
<lid not accept all the suggestions of the bankers, that we 
totally disreg:irded their advice? 

.Mr. TOWNER. Oh, no. I certainly would not contend that. 
What I am contending for is that there should h:n·e been 
llearin.,.s had and ample opportunity afforded those who are 
to be o vitally effected by the bill, to consider and discuss it, 
not only for the benefit of the committee, but for the benefit of 
the Hou :B and the people as well. . 

A national conference of bankers was held a short time ago 
in Chicago. Certainly that conference was .entitled to consid­
eration. Certainly their suggestions ought to have been heard. 
There was time to ha>e permitted that. Yet no recommenda­
tion or suggestion of theirs has, it seems, been acted upon by 
these gentlemen who formed the bill. 

Mr. GLASS. .Mr. Chairman, will the gentleman permit an 
interruption for a moment? 

Mr. TOW IBR I would be glad to if I had the time. 
l\Ir. GUSS. I will yield the gentleman time. 
1\lr. TOWNER. Very well. 
Mr. GLASS. Would the gentleman be >ery much astonished 

were I to tell him that not a single material suggestion made 
at the Chicago conference of bunkers wa different from the 
suggestions made by those gentlemen weeks before and re­
pea tedly considered before this bill was reported to the Hou e? 

Mr. TOWNER. That mah:es the offense still greater,_ if after 
he:i. ring those suggestions you refused to adopt them. 

Mr. GLASS. Does the gentleman contend that we ha>e not 
considered matters properly simply because we have not adopted 
every suggestion made by the bankers? 

Mr. TOWNER. Certainly, I do not so contend. But I do 
contend that this bill does not have the approval of the bankers 
of the country, and can not be made successful unless it does 
ha-.;-e their approval. 

Mr. SAUNDERS. Mr. Chairman, will the gentleman yield? 
The CHAIRl\IAN. Does the gentleman yield? 
.Mr. TOWNER. I will be glad to. 
1\lr. SAUNDERS. Is it the gentleman's idea that the bankers 

of the United States are hostile to this measure? 
Mr. TOWNER. I am quite certain of it. 

l\fr. SAUNDERS. I represent a district where there is a 
considerable number of national banks, and so fat• fi'om there 
being any hostility in that district to it, they are hll entirely 
satisfied with it. · -

Mr. TOWNER. I do not know what conditions may exist in · 
the gentleman's district, but let me tell him what they are in 
my own. 

WHAT BAYKERS THINK OF IT. 

I sent copies of the bill to the bankers of my district, all of ' 
them officers of country banks, and asked for 'an expre sion of 
opinion regarding it. I receiv~d 38 answers. Two only fa·rnred 
the bill. There were three noncommittal; and all the rest 
opposed it. Eighteen national bankers said they would not 
organize under the plan. 

1\-Ir. PETER ON. Will the gentleman yield? 
Mr. TOWNER. Yes. 
Mr. PETERSON. I wish to say to the gentleman that I 

represent a country district and I have sent copies of this bill 
to e>ery banker in th~t district, and I have never received a 
protest from any of them. 

Mr. TOW1'~R. Have yon received any approval of it? 
Mr. PETERSON. Yes; I have. 
lUr. TOWNER. How many? 
Mr. PETERSON. Quite a number. 
l\lr. TOWNER. I can only say the gentleman's experience is 

vastly different from mine. 
The New York Times sent inquiries to southern and western 

country bankers. On one day it reported 4.2 responses. One 
approved, 2 re eITed judgment, and 39 condemned. Eighteen o-t 
these also declared they would sunender their national-bank 
charters and reorganize under the State laws rather than enter 
the new system. Thls is 43 per cent. There are now 7,4Til 
national banks in the United States. If a like proportion should 
abandon their charters, over 3,000 national banks, or almost 
one-half, would liquidate and go out of business. 

A Wisconsin banker-Mr. Frame-told the Senate committee 
that of 450 Wisconsin b!lnks where opinions had been asked, 
309 were emphatic in their opposition, while only two accepted 
the bill as it stood. Niile only would approTe of it, and those 
with qualifications. hlany bunkers' con>entions have considered 
the bill. Not one bas approved it. · 

l\Ir. PEI'ERSON. I am a banker myself and have been for 
20 years, and am in close alliance with the bankers of my dis­
trict. 

Mr. TOWNER. I am not a banker, nor in close alliance with 
any bank, but I have heard from two experienced bnnkers o~ 
my district who said they had made special inquiry among the 
bankers in our State, and they had not found one banker who\ 
appro>ed the bill. .Another told me be did not believe there was 
a national bank in the tate of Iown which would enter the · 
new system unless it was greatly changed. 

Mr. GARRETT of Texas. Will the gentleman yield? 
Mr. TOWNER. I will be glad to do so. . 
Mr. GA.RRETT ·of Texas. The gentleman says be is in favor 

of a banking bill which will be in f::rrnr of all the peopie, and 
yet during the entire argument of the gentleman he has not 
touched any phase of it except the side of the banker. .r·ow, 
what kind of a sy tern would the gentleman put in place of 
that we now have for the benefit of an the people? . 

1\lr. TOWNER. I admit that I have so far given attention to 
that part of the question. I hope to dea l with other parts f it 
in the further extension of my remarks. But I de ire to em­
phasize the fact that thi is not only a currency measure but a 
banking system, and that n banking ystem can not be oper­
ated without banks. You haYe endeavored to force the national 
banks to enter the propo ed system by compelling them to go 
into it or surrender their charters . . But you can not foree them 
out of the banking business. They can liquidate as na tional 
banks and reorganize as Stnte banks, and they will certainly 
do so if this bill is forced tbrough in anything like the pre ent 
form. The dissolution and winding up of their affairs, with en­
forced settlements, of thdusands of national banks all over the 
country would bring· about conditions we should dread to co11-
templ ute. 

And this brings me to suggest a manifest defect in the bill. 
You provide in the bill tha t where 51 per cent of the stock­
holders of an existing national bank so de ire they may carry 
the bank into the new system. But what is to become of the 
49 per cent who do not d~ire to go into it? You can not fo1-ce 
them into the new System. You can not force any dissentin g 
stockholder, if he holds only one share, into the new system, 
and you have made no provision for taking care of Wm. I 
shall submit an amendment which will attempt to cover this 
defect, and I am quite curious to know what action the gentle­
men who have charge of the bill will take with regard to it. 
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l\lr. GA Un FY.rT of Texns. '.fhe gentleman need not worry 
about it; lJUL' nclion will be all rigbt. 

l\J r. TOW NEIL I hope so. But if you are as regardless of 
such suggestions in the futnre as you have been in the past; if 
yon :1 re ns .contemptuous of efforts made iu good faith by gen­
tlemen on this side of the House to impro·rn the bill, nothing 
will be done. 

A rOLITICAL MACHINE. 

r.rbe ex: cl usion of Republicans from the formation of the bill, 
and the refusal to consider tlle suggestions, or listen to tlle ad­
vice of bankers, business men, or farmers, is perhaps partially 
explained when it is understood that in its main features the 
measure seems to have been considered from a political rather 
than from a business standpoint. The thought of how the bill 
could be formed to strengthen the administration and help the 
Democratic Party, rather than how to make it of practical 
value to the people, seems to have been uppermost in the minds 
of its f rn me rs. 

This seeming necessity has compelled a renunciation by the 
Democrats of nearly every principle they were .supposed to hold 
dear. In the first place this bill is the most extensive excursion 
of the General Government into business that bas ever been 
seriously considered in this country. It is proposed as a plan to 
supervise the monetary affairs of the Nation in the interest of 
the people. In reality it is a direct embarkation by the Govern­
ment in the business of banking. The Government compels the 
banks to go into partnership with it, furnishing part of the 
capital, sharing in the profits, but retaining absolute control 
nnd m::magement. T-o those who have believed that country 
governed best which is governed least, who have thought that 
extensions of power to the General Government were socialistic 
and dangerous. who have held steadfastly to the doch·ine that a 
surrender of individual rights was subversive of democratic 
principles, this l'evolutionary proposition must seem monstrous. 
I know there are those reluctantly agreeing to support this bill 
who agree with Herbert Spencer in his statement of the true 
limi t::t tions of power in a ·democracy : 

Repl'esentative government Is good, . especially good, good above all 
others, for doing the thlngs which a government should do. It is bad, 
especially bad, bad above all others, foe doing the things which a 
government should not do. 

But few of them dare even to voice a protest, much less to 
stnucl steadfastly for their honest belief: 

OE~IOCRATIC SURRENDER '1'0 MO~Y POWER. 

It is singular that a party with a history such as that of the 
Dernocra tic Party should not only make this corpplete surren­
der to the money power, but should deliberately attempt to 
organize and equip it as an arm of the Government, as if to 
make sure that it should thus be in absolute conh·el of the 
people. 

In the earlier history of the Nation there was a money power 
thus organized-a national banking system which, instead of 
being created and supported by the Democratic Party of that 
day, was opposed and finally destroyed by the fathers and 
sponsors of Democracy. As early as 1803 Jefferson thus ex­
press~ his disapprobation and distrust: 

'l'he Nation is at this time so strong and united in its sentiments 
that it can not be shaken at this moment. But suppose a series of 
untoward events should occue, sufficient to bring into doubt the com­
petency of a reputlica.n Government to meet a crisis of great danger 
or to unhinge the confidence of the people in the public functionaries ; 
an institution •like this, penetrating by its branches every part of the 
Union, acting by command and in phalanx, may in a critical moment 
upset the Government. 

It is remarkable how appropriate these words seem now, 
how they fit present conditions, how with a tone of authority 
they seem to admonish und command Democrats if they would 
be true to their time-honored principles not to support a meas­
ure so utterly at variance with every precept of their past, 

ANDREW JACKSON AND THE BANKING POWER. 

There is no more interesting chapter of American history 
thnn that which tells of the great contest Andrew Jackson 
waged against the money power of his day. I commend it to 
our Democratic friends who regard that picturesque and rugged 
fignre ns one of the patron saints of their party. 

In his fight on the second national bank President Jackson, 
in his annual message of 1834, thus characterized the po'\'\~r of 
such an institution: 

'l'he result of the ill-advised legislation which established this great 
monopoly was to concentrate the whole money power of the Union, 
with its boundless means of corruption and its numerous dependents 
under the direction and command of one acknowledged head, thus or: 
ganizing this particular interest as one body and securing for it unity 
and concert of action throughout the United States and enabling it 
to bring forward or.i any occasion its entire and undivided strength to 
support or defeat any measure of the Government. In the hands of 
this formidable power was placed unlimited power to regulate the value 
of property and the fruits of labor in every guarter of the Union and to 
bring prosperity or ruin upon any city or section of the country. 

THE FEDERAL RESERVE BOARD. 

The system provided for in this bill contemplates a commis­
sion, qenominated a Federal reserve board. into whose hands 
are committed practically all the monetary affairs of the Na­
tion. A .. bare enumeration of the tremendous powers granted 
to this body is impressive. I give a list of them gathered from 
the provisions of the bill by a member of the committee, :Mr. 
SMITH of Minnesota : 

POWERS OF FEDERAL BOARD. 

1. To . readjust Federal reserve distl'icts created by the reserve bank 
organization committee. 

2. To create new and additional districts to those created by the 
reserve bank organization committee. 

3. 'l'o prescribe regulations for establishing branch offices of Federal 
reserve banks. 

4. To designate the three directors of the Federal reserve bank 
specified in this act as class C. 

5. ~o rem?•e nny director of class B in any Federal reserve bank. 
6. 1o designate the chairman of the board of directors of Federal 

reserve bank. 
7. To presC'rlbe regulations for maintenance of loca.l office of Fed-

eral reserve. board on premises of Federal reserve bank. 
8. To des1~nate the Federal reserve agent. 
9. To require and rei;eive reports of Federal - reserve agents. 
10. To fix compensation of Ii'ederal reserve agents. 
11. To review proceedings of boards of directors of Federal reserve 

banks fixing compensation of themselves. 
12. 'l'o remove chairman of board of directors of Federal reserve 

bank at pleasure and without notice. 
13. 'l'o prescribe rules and regulations for permitting State banks and 

trust companies to become members of Federal reserve bank. 
14. To pass upon applications of State banks and trust companies to 

become members of Federal reserve bank. 
15. To .establish by-laws governing applications of State banks for 

membersh1p. 
16. To require surrender of stock of State banking association or 

trust company upon receipt from Federal reserve bank of cash-paid 
subscription. 

17. '.ro require Federal reserve bank upon notice to suspend State 
banking association or trust company and make payment to suspended 
member for its stock. 

18. To levy semiannual assessments on Federal reserve banks fo1• 
expenses. 

19. To examine accounts, books, and affairs of each Federal reserve 
bank. 

20. To require such statements and reports of Federal reserve panks 
as it may deem necessary. 

21. To permit rediscount by Federal reserve banks of paper of othee 
Federal reserve banks. · 

22. To compel Federal reserve banks to rediscount paper of other 
Fedeeal reserve banks. 

23. To suspend reserve requirements for not more than 30 days. 
24. To renew suspensions of reserve requieements for periods of not 

more than 15 days. . 
25. To establish a graduated tax upon the amounts by whioh reserve 

requirements of act may be permitted to fall below level provided foe 
in act. 

26. To supervise and regulate the issue- and retirement of Federal 
reserve notes and to prescribe the form and tent>r of such notes. 

27. To add to number of cities classified as reserve and central 
reserve cities under existing law in which national banking associa­
tions are subject to the reserve requirements of this act. 

28. To reclassify existing reserve and central reserve cities and to 
designate the banks therein as country banks at its discretion. 

29. To suspend officials of Federal resei·ve banks. 
30. 'l'o remove officials of Federal resenr~ banks for incompetency, 

fraud, or deceit. 
31. 'l'o require writing off of doubtful or worthless assets upon the 

books and balance sheets of Federal reserve banks. 
32. To suspend for cause relating to violation of any of the ·peovisions 

of this act the operations of any Federal reserve bank. 
33. To ap_point a receiver for any Federal reserve bank for cause 

relating to violation of provisions of this act. 
34. To determine or define the character of paper eligible for discount. 
35. To fix the amount which cash reserve of Federal reserve bank 

must exceed outstanding demand liabilities to permit discount of paper 
for member banks. 

36. To prescribe rules and regulations governing the purchase and 
sale in the open market by Federal reserve banks of bankers' bills and 
bills of exchange. . 

37. To review rates of discounts fixed by Federal reserve banks. 
38. To grant or l'efuse applications of Federal reserve banks to open 

and maintain banking accounts in foreign countries and establish 
agencies tl}ere for the purpose of purchasing, selling, and collecting 
foreign bills of exchange. 

39. To approve apportionment made by Secretary of Treasury of Gov­
ernment funds deposited in Federal reserve banks. 

40. To charge interest on Government deposits at joint discretion o! 
Federal reserve board and Secretary of Treasury. 

41. To issue Federal reserve notes. 
42. To call upon Federal reserve banks at any time for additional 

security for Federal reserve notes issued to them. 
43. To assign letter or serial number to Federal reserve bank for 

notes issued to it. 
44. To require in its discretion Federal reserve banks to maintain on 

deposit in the 'l'reasury of the United States a sum in gold equal to G 
per cent of notes issued to them. 

45. 'l'o grant in whole or in part or to reject entirely the application 
of any Federal reserve bank for Federal rese1·ve notes. 

46. To establish rate of interest to be paid on Federal reserve notes. 
47. To prescribe regulations governing substitution of collateral se­

curity for the protectlon of Federal rese1·ve notes. 
48. To. make and promulgate from time to time regulations governing 

the transfer of funds at pa1· among Federal resel've banks. 
49. To exercise at its discretion the functions of a clearing house for 

Federal reserve banks. 
50. To designate a Federal reserve bank to act as clearing house for 

Federal reserve banks. 
51. To require each Federnl rese1·ve bank to exercise functior i; ot 

clearing house for its shareholding banks. 
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52. To prescribe period within which and regulations under which 
national -bank n otes remainjn~ m1tstanding after 20 years from the 
pa age of this aC't may be rec-P.lJed and redeemed by national banking 
assod:itions. 

53. To require Federal reserve bnnks to maintain lawful reseTve. 
.'H. To appoint rece.:v&s for Federal reserve banks tailing to main­

tain lawful .reset'Te. 
a5. To !'equire examination of affairs of national banking associations 

as often as it deems neces ary. 
&<l. 'l'o determine salaries to be reC'eived by bank examiners. 
57. To assess expens~s of bank examinations upon associations ex­

amined. 
58. To require examinations of national banking associations in re­

serve ci ti e;i. 
50. To r eql1irn examinations of Federal reserve banks. 
GO. To add to the list of cities from time to time in which national 

banks shall not be permitted to make loans secu red upon real estate. 
61. To exempt savin~ departments of national banking as.--;octations 

from any and every restric tion upon classes or kinds of business govern­
ing n ational banks. 

62. To prescri be !'ules and regulations governing savings departments 
'of national banks. 

63. To make and publish lists of securities, paper, bonds, and other 
forms of investment wbicb savings departments of" na tional banks shall 
be autbori.red to buy, it not being necessary that said lists be uniform 
thron g11out tbt-J TJnited States. . 

64. To prescribe conditions and circumstances under which national 
banking associations capitali2-ed at a million dollars or more ma.y estab­
lish branches in foreign -countries. 

65. To approve or reject applications o.! national banks to establish 
foreign brunches. 

66. To perform the .duties, functicms, or seTvices ·speeified Qr implied 
in thls act. 

The powers thus granted are enormous, greater than those 
now lodged even iin the Presidency, gre ter by far tha.n tlwse 
committed to any board, bureau, or department Of the Go>ern­
ment. I( can build up an invincible political machine, depress· 
or stjmulate trade, raise .or lower the price of all commodities, 
inflate or contract the currency, favor one section or city and 
punish another, reward its friends and punish its enemies, and, 
in sho1·t. dominate and control all .financial and political inter­
ests of the country. 

In answer to this criticism it is said that any board gh·en 
such powers would be too high-minded, too patriotic, too un­
selfish to use its powers for selfish or political purposes. 'I;he 
President is quoted as saying that it is unthinkable thnt any 
President should use the power of appointment of members of 
this board for political purposes. Let us consider the proposi-
tion for a moment. · 

The Federal reserve board created by this bill is to consist 
of seven members. To begin with, three of these are political 

' appointments-the Secretary of the Treasury, the Secretary of 
Agricultur~ and the Comptroller of the Currency. They are 
members of the party in power, and their selection is inevitably 
determined by politicaJ and party considerations. Then, by _the 
terms of the bill, the other four members are to be politically 
divided-two would be Democrats, known and recognized as 
such; -0ne a Republican, .and one, probably, a Progressive. Fi\e 
are to be Democrats and there are to be two members of the 
opposition. The President will be doing only what is expected 
of him in thus appointing them; he can hardly do otherwise. 
He will not make such appointme:r;its directly "' for political 
purposes," perhaps. But he will not violate either the letter 
or the spirit of the act by thus constituting a board, five of 
whom will be his devoted supporters, committ-ed to his party's 
policy, earnestly desirous for the success and perpetuation -0f 
his administration. The board was intended to be a political 
board, and it is. · 

It is certain that under th~ present plan, if adopted, the 
control of the bruiking business of the country would be one 
of the prizes to be fought for in each presidential election. 
The old board would b.e ousted, a new bo.ard put in, and the 
monetary policy of the Nation would change with each admin­
istration, until an administra tion could so strengthen itself 
that neither the policy nor the administration would change. 

It is the expressed belief of the majority that there bas 
grown up in this country a money power whicll is even more 
powerful and dangerous than that of .Jackson's day. Yet he1·e 
it is proposed to organize and legalize a money power so 
gigantic and powerful that all voluntary and prh'~te nssocia­
tions of that character would be dwarfed into ins:ignificance. 

It is believed by them that there exists a Money Trust. 
whlch has by its secret and selfish manipulations enriched the 
fa>ored and rnined the unfriendly, which has fattened on the 
spoils of wrecked industries, and engorged itself at the expense 
of the people. Yet here it is proposed to organize a Money 
Trust that will have back of it governmental power to 
strengthen its control oter the financesof the Nationand enforce 
its demands upon the business interests of the people. 

A CENTRAL BANK. 

With loud and almost passionate earnestness the majority 
cries out against a central bank. It was bitterly hostile to 
the Aldrich plan, declaring it the sch~e of the money power, 

the im·ention of the Money Trust, the cunning device of Wall 
Street conspirators to ensla>e and impoverish llie people. 

But this bill creates a "centrnl b:mk." This 11lan is much 
more centralized, autocratic, and tyrannical thnn the Aldrich 
plan. It is true we are to- b,..1-re 12 regional banks · but these 
are but t.Jae agents of the grand central board. whieb" absolutely 
controls them. The power is not with them : they a1·e not in 
any material matter gi\en the right of independent action ; 
they must obey orders from Washington. 

It was said, and perhaps l'igbtfnlly. that the Aldrich plan 
authorized a too great centrali~ation of power, which might be 
aRed against the real interests of the peopfe. It is a strnnge 
delusion that gentlemen indulge that by making the controlling 
Vo'!er political it will immediately become an unselfi h, benefi­
cent institution, whose only purpose will be to serYe the peop-le. 

I did not approve of the Aldrich plan. I would not support it 
now. But it is astonishing how enamored of it the majority is. 
Protesting that it is dangerous, yet they adopt and strengthen 
its .autocratic features. Deelaiing it unworthy of consideration, 
the committee copies large portions of the bill, even to the extent 
of embodying in it the language, -rerbatim, of the Aldrich bill. 
If the .AJdrich bill could ha>e been patented, thls bill would be 
an infringement. If it could have been copyl'ighted, this would 
have been an invasion. 

WALL STllE.ET CONTUOL. 

Very artfully t_he .issue is mRde to appenr as .one between Wall 
Street and the Go,-~rnment; between selfish speculators on the 
one hn.nd and the Government, acting for the people, on the 
other. 

But that issue need not, and in fact does not, exist. 
There is n-0 design nor effort to put or keep the finances of 

the Nation in the control of Wall Street. They are not now in 
its control, nor need they be. 

If it be claimed that the Aldrich bill placed the financial af­
fairs of the Nation in the hands of Wall Street, whlch it did 
not do. still the issue is not d.ra wn between the Aldrich bill and 
the present bill. There is no effort being made by anyone to 
enact the abandoned Aldrich. bill. It never received the ap­
proval of either the House or Senate, nor was it ever approved 
by the Republican Party at any time or in any manner. 

ATTITUDE OF COUNTRY BANKS. 

The supporters of this bill assiduously endeavor to make it 
appear that this bill is in the interest of and is approved by the 
smaller country· banks, while the bankers' opposition is confined 
to the larger city banks. This is far from true. 

The demand for legislation and a change in our monetary 
system did not come from the country banks. For se>er:Ll 
years a propaganda has been carried on by the larger bank, in 
fayor of "reform." They have denounced our existing system 
as unsound, unscientific, and obsolete. They have created the 
demand for a change by filling the magazines and newspapers 
with denunciation of present conditions. Notwithstanding the 
fact that no such ·record of commercial de•elopment and ma­
terial progress as the United States has made under the present 
system was ever known; notwithstanding the fact that our cur­
rency is adequate in amount, is increasing at the rate of $150,-
000,0-00 every year, and will continue to increa e with increa sing 
demands, while every dollar is as good as gold; notwiths tanu­
ing the fact that the bnnkers are prosperous and are recei vin~ 
at least fair returns from their business, ne>ertbeless there 
has been an insistent demand for change, for l'eform, for a. 
new system. 

The Democrats, taking advantage of this demand, have nn­
swered it by giving the bankers a new scheme-nut what tb-ey 
wanted, but at least an answer to their demand for a <'hnnge. 
They haYe succeeded in making a large part of the people be­
lieve that the present system is so bad that almost any chnnge 
would be an improyement. That is the constantly reitern tecl 
and most effective arguwent of the majority in their support of 
this bill, "Try it; at le.. st it will be better than the present 
system." 

But the belief of the city banker was not the belief of the 
country banker. Be has never joined io denuncintions of thr~ 
present system. He has never gh·en his approval of the new 
plans offered, least of a.ll to tllis. He does not a pp.rove it now, 
and he never will. He may be forr 0 il out of the national bank­
ing system, but he can not be forced into a plan which will not 
benefit him and which will make him a puppet in the hands of 
those who pull the s~gs, not for his benefit but for their own. 

REDISCOU?.~S. 

In order to compensate the country banker for these evils, 
he is given the rediscount provisions of the bill. 

The only privilege for rediscount granted to intli>idual baI.J.k:s 
is_upon their notes and bills of exchange submitted to a Federal 
reserve bank. The not es must arise out of commercial transac-
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tions-that is, notes drawn for agricultural, industrial, or com­
mercial parposes, and having a maturity of not more than 90 
days. It is further provided that the Federal reserve board, 
ut Washington, "shall have the right to determine or define 
tlle character of the paper thus eligible for discount, within 
the meaning of this act "-that is, the board shall have the right 
not only of interpreting and applying the language of the act 
as it may see fit, but shall also .have the right to fix such other 
requirements as it may from time to time think b£.-st. 

It is the almost universal declaration of country banks that 
they will h..11.ve very little paper that can meet these require­
ments, and that for this reason the rediscount provision will be 
valueless to them. 

Besides this, the country banker does not as a general rule 
approve of rediscounting, especially when the object is to ob­
tain funds to reloan to borrowers. It is considered as an in­
<lication and a source of weakness. The proposition to offer 
this i;ediscounting feature as a means of furnishing funds to the 
banks to reloan to their customers is enough in itself to dis­
credit the plau in the eyes of many conservative bankers. 

ADDED BURDEJ)fS TO THE PEOPLE. 

But it is not only the bankers who will suffer if this bill 
goes into effect. .As usual, the principal burden will be shifted 
to the people. 

In the first place, it will be. a great expense, e-very dollar of 
which must ultimately be paid by the taxpayers. It will re­
quire an army of new Government employees, every one of 
whom must be paid, and paid well. l\Iembers of the Federal 
re~erve boa rd are to receive annual salaries of $10,000 each, 
the E'ederal reserve agents a.re to be paid salaries to be fixed 
by the Federal reserve board, and there will be required hunJ 
dreds of exr>ert clerks ::.nd accountants who.se sa1aries will have 
to be fixe<l and paid. 

It is proposed to take up the $750,000,000 of 2 per cent bonds 
now held by the national banks and used as a basis for our 
present national bank currency and refund them with 3 per 

• cent bonds. That is one of tpe beautiful provisions of the bfil­
one little item of expense which the people will ha:ve to pay 
for this Democratic experiment, a mere bagatelle of $7,500,000 
each year until the 3 per cents can be paid and retired. 

The Government will also be required to relinquish the tax 
of one-half of 1 per cent paid on national bank <.:urrency. This 
will add another little item of $3,750,000 annually which it will 
cost the taxpayers to indulge the ad.ministration in a trial of its 

;i pet project. 
These items are by no means all the burdens the adoption of 

this plan will impose on the people. If it were necessary to 
carry them, we could do so, but why inflict them if they are 
not necessary? 

CONTRACTION OF CREDITS. 

The people will not only be required to carry heavier burdens 
of taxation, but the enforced contraction of credits which will 
be necessitated by the inauguration of the new system will be 
a still greater infliction. 

Twenty per cent of their present capital must be subscribed 
and paid by the individual banks to furnish the capital for the 
reserve banks, 10 per cent with 60 days and 10 per cent on 
call. This will ca use a transfer from the country banks to the 
central banks of over $200.000,000. 

Five- per cent of their deposits, or a.bout $350,000,000, must 
also be turned over to the reserve banks. 

Something like $550,000,000 must_ thus be raised and paid in 
cash by the individual banks to satisfy such demands. Where 
is it to come from? The banks have not got it, for it is now 
loaned to the people. Their present reserves can not be used, 
for reserves will still be required. Tbere is but one way in 
which this money can be obtained. Outstanding loans must 
be called in and paill in order to meet such requirements, not 
only in the amount of cash required, but also of· the amount for 
which it stunds. 

This means an immense contraction of credits, estimated by 
:Mr. Berry, 1\fr. Forgan, and others as upward of $2,000,000,000. 

There is no one thing more damaging and dange1~ous to the 
business st:J.bility of the country than an unex.'J)ected and en­
forced payment of large amounts of outstanding credits~ Final 
payments are seldom required or expected. There are changes, 
transfers, enlargements, contractions, as business conditions 
require within limits. jut final liquidation is not the rule 
upon expirations of credits. A mandatory transfer of millions 
of cash now used as a basis for still larger millions of credit, 
requiring final payment of such credit obligations, can not help 
but bring h:ud hip if it does not bring disaster. Ne-ver before 
hi our country's history was mything like this attempted. 
.What will be its ctl'ect no man can foresee, but it is bound to 
t>-luse an immense amount of suffering. It will not be the 

banks alone or principally that will suffer; tbe business man, 
the farmer, and the wage earner will be the first to feel its · 
effects. To call in and demand immediate and final payment 
of these millions now loaned out in small amounts all over the 
country will bring about conditions unpleasant to contemplate. 

COM.PULS ION. 

The supporters of the Aldrich plan did not propose to force 
the country banks into the system. The bill made entrance 
optional; they could join or not, as they chose. 

But the present bill forces all national banks into the system, 
big and little, city and country. They must join within a year 
or their charters will be ta.ken from them, and they will be 
compelled to liquidate and go out of business as national banks. 
It is a "stand and deliver" bill. It has been characterized on 
this floor during the debate as forcing the Government to adopt 
the highwayman's demand: " Your money or your life." 

It is contended by many that with such compulsory provision 
the bill is unconstitutional. In any eYent it is unju t and un­
necessary. If the bill is a good oue; if it approves itself to the 
bankers, they will not need to be forced in; they will volun­
tarily join. If the people approve of it, they will give their 
patronage to the banks who enter the system, and thus force 
all to join. 

Especially when so m:iny of the provisions of the bil I a re so 
entirely experimental; when so much whicll is propm;ed ha.:1 
never before been tried anywhere, it would seem only the pan 
of wisdom to allow those who were willing an opportunity to 
take the risks, but not to force those who were unwilling to do 
so. A banker acts not only for himself, but as trustee for those 
whose funds he handles. It is his duty to act with caution and 
to consider carefully his course before he takes action in such 
a grave and vital matter. 

Regarding the provisions of a bil1 introduced in tn03 by a 
Democrat, which bill Mr. Bryan approved, he said: 

The fact that the b:inks enter the .system voluntarily rather than 
un.der compulsion has no disadvantages, for all banks will be able to 
enter the system. 

One wonders what were the reasons which made compulsion 
unnecessary then, and which make. it necessary now. 

THE CURRENCY SCHEME. 

The primary object of this proposed legislation, we are told, 
is to give the country a new currency. We haYe already quite 
a variety-gold, gold certificates, silver, silver certificates, Gov­
ernment notes, national-bank notes, and fractional currency. 
But it is said we need another variety. · None of these are 
"elastic," and we must have an "elastic" currency. Just 
how much of the existing currency is to be replaced by the new 
no one states, for no one seems to know how much is to be 
issued. 

At first the committee fixed a limit and mnde it $500,000,000. 
Then they increased it to $700,000,000. But that did not satisfy 
the ardent supporters whose vision gladdened at the thought 
of a no-limit currency, and so the limit was entirely removed, 
and there is no man who dare commit himself as to the number 
of millions this bill will provide, if the scheme wm work at all. 

But of one thing the majority are certain, this bill will expand 
the currency. Mr. GLASS, the chairman of the committee. s:tys 
so. That is what the party desires; that is what the President 
requires. There iS. going to be a depression following the 
passage of the tariff bill; factories will close, laborers will be 
thrown out of employment, hard times are certain to come--and 
come soon-unless something is done. Therefore, money must 
be made plentiful and cheap to tide the country oYer its bad 
days. To do this nothing is so good as expansion-more money, 
more business; more money, more work, more wages, more 
everything. Come, let us boom things ! It is true it is dan­
gerous, but we are strong, we can stand it. Even if it is bad 
after a time we will recover. In the meantime the Democratic 
Party can be kept in power. It can by this means bind the 
banking and moneyed interests of the country so closely to the 
party that they will have to support it in order to further their 
own interests. Certainly this is an alluring program. 

The plan is to allow reserve banks to provide a 33~ per cent 
reserve, and as further security to deposit in Washington an 
amount of commercial paper accepted by it for rediscount eqnal 
to the amount of the currency to be issued. This commercial 
paper is to consist of notes and bills of exchange, having on the 
average 60 days to run. They can not exceed 90 days. Every 
60 days, while this currency is outstanding, every piece of paper 
thus deposited must be replaced with another. In operation 
there would be a vast stream of bills receivable continually 
flowing from the banks to Washington and back again. Who in 
Washington is to pass on this ceaseless deluge of promises to 
llUl'- rushing in from all directions-from New York, Texas, 



4898 CONGRESSIONAL RECORD-HOUSE. SEPTEl\fBER 13, 

California. nnd Florida? Where is the army of c1erks that must 
handle thew? 

PRESIDENT w:LSON'S COMMAND. 

President Wilson, iu his a-ddress to Congress, thus directed: 
We must bnve a currency, not rigid as now, but readily, elastically 

responsive to sound credit, the expanding and contracting credits ot 
everyday transactions, the normal ebb and flow of personal and cor­
porate dealings. 

The President is. very happy in his use of general terms, but 
is wisely frugal as to definite specifications. No one would 
presume to take issue with the desirability of such a curr~ncy 
as the President suggests, but some of us are somewhat cur10us 
to know just what he means. He condemns our existing cur­
rency as "rigid" and says we must have a new one that is 
"ehlstic." But much depends on what is meant by "rigid," 
and still more on the definition of "elastic." Of course we 
understand that the $761,000,000 of national-bank notes are to 
go; but are the $1.000,000,000 of gold certificates to be retired? 
Are the '471,000,000 of silver certificates also to go? Are the 
$34.6,000,000 greenbacks to be supplanted? . Are all these con­
sidered "rigid," and thus under condemnat10n? 

And what is the President's definition of "e1astic "? Does 
it mean the quality · of expansion only? The bill provides for 
an unlimited expansion, but ·DO proyision meets the President's 
suggestion that the currency should shrink au.tom~1tically with 
the " contracting credits of everyday contractions. The only 
way in which the new currency can be forced out of existence 
is by the affirmative action of the President's political board. 
It may order its retirement or tax it out of existence. It is 
o-iven power to determine what is "sound credit." · A "real 

. ~eed " is to be determined by the Democrats controlling such 
board. They are to determine what "personal and corporate 
deaJino-s" are to be favorably considered and what unfavorably. 
The h·esident also says the new system must "mobilize re­
serves· must not permit concentration anywhere." But who 
is to distribute the funds? Who is to say, "You have too 
much money here; we will transfer it yonder "? The Demo­
cratic polititions on the President's board. 

Consider only these powers of the board. Now imagine it 
exercising such powers and handling those funds during. a 
closely contested national campaign. Is there anyone foolish 
enough to think that politics would not control the action o:f 
the board at such a time and for such a stake? 

MR. BRYAN'S APPROVAL. 

Mr. Bryan is delighted that the currency to be issued is not 
bank currency but Government currency. In :fact, it is neither. 
It is called a Government cmrency, but it is issued by the 
banks. It is mada a Government obligation, but it is redeem­
able by the banks. It is receivable by the Government for 
public dues but is not made a legal tender for the payment o.f 
delJts. All 'other Government obligations are- payable in gold, 
yet this currency is redeemable in anything which shall at the 
time be considered "lawful money." 

Mr. Bryan bas certainly sacrificed much to find an excuse to 
support this bill. He has declared over and over again that no 
GoYernment CUJ'rency should be issued which did not contain a 
le"'al-tender provision; but this currency has no legal-tender 
fe~ture. He has declaimed many times against any form ot 
"asset" currency, but this bill provides for an "asset" cur­
rency. He has again and again argued against any form of 
bank currency, yet the currency to be · issued under the provi­
sions of this bill is bank currency. He has stated from a 
bunclred platforms that the one abso1utely necessary and fun­
damentally indi pensable provision to prevent panics was a 
Government guaranty to depositors, yet this bill says not a 
word about guaranteeing depositors. 

During the panic of 1907 Mr. Bryan in nn editorial in the 
Commoner strongly approved the John Sharp Williams cur­
rency bill, which he says was the result of a conferen~e among 
the Democratic leaders, in which he took part. He said: 

These three provisions-first, that the reserves shall be kept in ~he 
banks; second. that half of the reserves may be kept in bon_ds; thll'd, 
that these bonds may be used for an emergency currency-will protect 
the country from any panic such as that through which we are passing. 

The present bill contains none of these provisions. On the 
contrary, the reserves are not to be kept in the banks; no part 
of the reserves may be kept in bonds; bonds can not be UBed for 
a basis for currency. · 

Strong, indeed, must be the political pressure that will cause 
so remarkable a change of conviction within so short a time. 

OTHER DEFECTS. 

There are other important defects and omissions in the bill, 
which can not be considered for lack of time. -

.As usual the farmers' interests have been almost ignored in 
the bill. As originally prepared, farmers' paper was · discrimi-

nated against. Commercia1 paper, as thnt term is used in 'busi­
ness, is all right; but we have reached n period when other 
forms and evidences of value must be recognized as a basis of 
credit. Much amusement was indulg~d in in the Democratic 
caucus at the expense of the insurgents, who insisted on recogni­
tion of that fact. Their suggestions were ridiculed as "pumpkin 
security" and "corn-tassel currency." But the people wiJI not 
laugh at their suggestions nor ridicule their efforts. Provisions 
for ample credit accommodations for producers are found in 
almost all nations except our own. It is a widespread demand 
in this country. It is strange that place cou1d be found for so 
mnny other provision;; but that the committee should give no 
consideration to this most important phase of the subject. It 
is deferred to a "more convenient day." 

The bill provides that national banks may make loans on 
farm lands, but it limits the term to 12 months, when every­
body knows that farm loans are seldom made for a period less 
than five years. 

The system, if adopted, will compel the country banks to givt'l 
up their relations with their city correspondents, who under­
stand them and whom they understand. 

Unnecessary restrictions are placed upon the acceptance and 
investment of savings deposits in country banks. 

It will prohibit any interest on exchange balances. 
It will prevent any receipts from exchange. 
It proposes to give power to a political board at Washington 

to fix all commercial rates of interest and discount over al1 our 
immense territory, extending from sea to sea and from the 
Lakes to the Gulf, for 100,000,000 people. div(>..rsifi.ed in char­
acter, habits, and occupation, at 28,000 bank counters. of all 
the various forms and classes of paper from day to day. 

WHAT SHOULD B.E DONE. 

The gentleman from Texas [Mr. GARRETT] asks me what kind 
of a system I would put in place of that we now have for the 
benefit of the people. 

Just now I would not discard our present system and substi­
tute another. I have introduced bills, one of which extends 
the time of the expiration of our present emergency law from 
1914 to 1918, that we may have its protection while we take the 
necessary time to perfect required legislation. The present lnw 
provides that an emergency currency to the amount of $"500,-
000,000 may be issued on the security of commercial paper. 
But in order to secure its early retirement it provides that it 
shall be taxed the first month 5 per cent, the second month 6 
Per cent, the third month 7 per cent, and so on up to 10 per 
cent. This money is now printed and in the Treasury of the 
United States, ready for use when called for. 

Fortunatecy there has been no great emergency since the law 
was passed in 1908 to call this currency into existence. nut 
there have been times when at least part of it could have been 
used to relieve temporary and local stringencies with perfect 
safety and to the great convenience and advantage ·of those 
affected. Doubtless these occasions will again arise. An elas­
tic feature, or a provision for an elastic portion of our currency, 
is without doubt needed. The difficulty with the present Jaw is 
that the tax is too high. In most cases, in order to tide over 
even a temporary shortage, it would be impracticable to retire 
the emergency issue in less than four months. That would 
make the average tax 6! per cent. This amount the banks can 
not afford to pay. To cure this defect I have introduced a bill 
to make the tax the first month 3 per cent, the second month 4 
per cent, and so on. 

With these two amendments to the existing law the country 
would be safe from a monetary panic, we would have a practica­
ble elastic feature attached to our present currency system, 
and could with care and deliberation work out such safe nnd 
conservative changes in our banking and monetary systems as 
might seem necessary and wise. 

I am profound1y convinced that the present bill is not only 
unwise, but dangerous. I believe that it will not help, but 
harm. I do not believe that we should at this extra session 
hurriedly pass a bill making revolutionary changes in the entire 
banking and monetary systems of the country which has not been 
properly prepared, which can not be fully considered, and which 
will, if it becomes a law, so vitally affect the interests of all the 
people of the United States. 

Mr. HAYES. Mr. Chairman, I yield 30 minutes to the gentle-
man from Iowa [Mr. ScoTT]. • 

Mr. SCOTT. Mr. Chairman, I have been much interested 
and impressed in listening to the debate which h~s taken place 
here on the floor of this House during the last three days. 
The debate has been perfunctory, of course, and I apprehend 
will not result in any great fruit, notwithstanding it has 
progressed with the utmost good nature. If I had any criti­
cism to make upon anyone concerning the conduct of this de-
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bate I assure you that I would direct it ag.ainst my own side tlon of its notes? Was there ever such a thing done before? Can 
of the House. I have felt at times during the last two or y-0u point to a case, a eount:ry, .or a Government that ever nnder· 
three days that some of my .colleagues have evinced too great a took it? lf yon ean, I will be pleased to yfold you time. 
degree of criticism against the Demoeratic Members of this ro; they took that provision from the laws of Oanada. They 
Rouse. To ·l:>e sure, your bm. is unsound, it is un-scientific, it imprOTised a process of redemption there, applicable to bank 
is inconsistent, it is indefensible, it does not appeal to reason or notes, not Gor-ernment notes. 
common judgment, but I feel confident that our friends the Air. GLASS. Well, what -other -country issues notes? 
Democratic Members of this House have offered it in the ut· .Mr. SCOTT. I do not know that any other country issues 
most good faith. They-at least a majority of them-appear notes. I believe that most countries have existed long enough 
to l:>e unconscious of its defects, and the remaining Members :and tilose in control of most Governments are now sufficiently 
'by confession here ha,·e made known their helplessness to wise to understand that the proper method ef creating a busi­
change its -conditioRS. There is but one or two matters that I ness eun·eney is through the agency of banks. Yo-a for the first 
shall be able to touch upon during the few mimlt.es th:,it a1re time are now inaugurating a system -0f Government notes-re. 
allotted to me, and before taking up that rather set portwn of deemable in what? In paper. 
my remarks I want to refer to a subject that was mentioned on Mr. GLASS. I will ask the gentleman how are the notes of 
the floor of this House during last evening and again referred : the Bank of France redeemable? 
to thls mo:r-ning. I refer t-0 -a proivisi-on of the bill that was I Mr. SCOTT. The notes of the Bank of France are not Gov· 
-changed after the first draft. I advert to it because it eems 1 <ernment n-otes; and regardless of how they may be redeemable, 
to me that Jt goes to the -rery eore of one of the most important it does not affect the stability -0f the Gov.ernment. It does n<>t 
pro-risions <>f this mea.sure. shake the Government eredit. 

When the .bill was dl'awn the Democratic Committee on Mr. GLASS. But the g-entleman asked me to name some other 
Banking and Currency, or the Demoeratic portion of that <X>ID- eounhy that redeemed its notes in that way, and yet the gen­
mitt-ee, presented the bill wit!ll the _pro'l"ision tllat the notes tleman admitted that no oth-er country issues notes in that way. 
therein provided for shoHld be redeemable in gold. They went How am I to answer the g-entleman's question? 
before the country at the -0nts-et under the pretense of adhering What would have been the result here had they not written 
to the g-0ld standard, which the people of this eoi.mtry have in the words ""'or lawflll m-0ney "! Tweh-e gigantic reserve 
placed itheir utmost ,confidence in, and which I think no eon- . banks issuing not $500,000,000 in cunency but with an nn­
siderable number of them w-0uld think for a moment of now limited issue of currency pouring into these banks, slowly per· 
i·elinquishing. The bill has been :changed. W-e have not been haps at first, but with gathering momentum, with a constant 
permitted to know why the cmnge wfls ma<le. I ha'l"e .asked flow through these institutions. Your 33~ per cent redemption 
ItepulJlican members of the C-Ommittee -0n Banking and Cur- fund lies there helpless, only· to aid instantaneously in those 
1·ency, 'but they are unable to gi-ve me information. I here and rndemptions, for the banks must have 100 per cent in g-0ld 
now ask the gentlemamy .chairman of that -committee, repre- aside rrom the 33! per cent. The 66! per cent additional must 
.senting the Democratic side of this Chamber, what was the be i·ea.dy at all times, constantly, daily redeeming that great 
rea on fur wrJting th-e change .in that clause? volume of currency which will absorb, and which you knew 

l\ir .. GLASK I will respond to my friend .by saying that his would absorb, more gold than could be accumulated through 
preruises a.re a.bsolutely inaccurate. As a matter of fact. when any one system in this country. You knew that when the price 
the bill was presented to the House it was introduced by the .of gold went up, if it happened to be turned away from onr 
chairman -0f ;the coIDIUittee 'before the committee had any oppor- :Shor.es by reason of an adverse balance of trade, you would 
tunity to -see it or pass upon it, so that the Democratic membe1·s then have t-o turn and flee for refuge to some otber elass of 
of the Banking an;i Currency Committee were not responsible money. That is why the words "or lawful money" were 
for that particular feature of the bill ns originalJy introduced. written in this bill 

The DemDcratic members of the committee, in considering the Mr. HARDY. Will the gentlemun yield for a question? 
bill subsequently, did aiter it 1n that particular by providing the 11Ir. SCOTT. I will.. 
phrase "gold or lawful money." ..-_rhe gentleman from Pen.usyl- Mr. HARDY. Why is it that the gentleman and everyb~dy 
vania TMr. Burum] last night made belieTe that that wa.s a de- else seem fo think that all debts by way of deposits in national 
parture from the doctrine enunciated by the .act of Congress banks will never be presented for payment at one time, but yet 
putting all of the money of the country on .a gold basis. But assume that debts by way of notes -ar.e going to be presented all 
the gentleman from Pennsylvania and my friend now address· at onee! · 
ing the House are absolutely mistaken about that, because your ; Mr. SCOTT. I do not -assume that they will rbe presented all 
currency bill, the Vreeland-Aldrich cm'l"ency bill, made the at once; 'but I assume there will be a -constant flow and a -con­
notes redeemable in gold or lawful money, and the bill of the stantly increa ing flow a-s the business to be transaeted by those 
Monetary Commission, known as the .Aldrich bill. mad·~ the notes inc:rea-ses. 
notes redeemable in gold or lawful money. Now, what is there Mr. HARDY. The gentleman--
in this? Mr. SCOTT. I must decline longer to pursue that question. 

Mr. SOOTT. The gentleman seems to na-re misinterpreted my I ha"·e aaother proposition tha t I want to present here. which is 
question. I did .not ask who was respon ib1e for making the possibly more of a legal than of a political natm·e. 
change. I asked wh-at was the reason for it? I am opposed to this bill because I am opposed to creating a 

Mr. GLASS. The reason fur it was that lawful money in this system -0f I'€SerYe banks, forcing the people of this country to 
country is interchangeable with go1d. Tbat is tlle reaso:;i. It put their hands into their pocket , into their private bank tills, 
was made so by the Republican Congress. and subsciribe millions, aye, hundreds of millions, of dollars to 

'.Mr. SOOTT. I .accept the gentleman's -explanation. these resene banks, and then vesting in a politically selected 
Mr. KINKAID of NebTa.ska. 1i1r. Chairman, wm the gentle- agency the power to take th.at great accnmulation -of money 

man yield? :and diiect it along the iines of commercial banking in compe-
The CHAIRMAN . . Does the gent1e:m:ftD yield? titfon with those very banks. 
Mr. SCOTT. I .can not yiel.d just now. We have heard a good deal said here with reference to this 
I have dmwn a d11l'erent conclusion respecting the reason tor .being a bank of banks. It would .seem that you had not in-

thls eha.ng-e. It is eoneed€d that ihe change was made, but I ten.ded to oonfer upon these institutions the power to do a g.en­
in-.;-ite attention t6 fue fact th'n.t synchronous with that chtmge ~rnl banking' business, to go into the open field and loan the 
there was another provision whieh appeared in this bill for the reserves which yon now pretend to be about to aecumulate in 
fir t time. On page 30 we haTe this new pruvlsion, appearing order to l'etain th~ stability of the national ba.nks-to loan those 
:it the same time: very reserves in competition with the members. That is what 

Whenever Federal reserve nGtes issued through one Feder.al reserve this bill d-0es, tllow0"Ter. W.e have heard a good d~l about 
ba:n·k shall be received by another Federal reserve bank they shall 'be Will Street. We have heard a good deal about preventing the 
~:eturned 1'.or il'edem.ptiou.to the Federal resene bank through which theF banks using the reser"Ves of the peorJie in speculative matters·, 
wern originally issued, .or shall be -chMged .off against Government de· 
po. its and returned .to the Treasury of th~ United 'States, or shall be and yet this very bill v.ests in these reserve banks, under the 
_presented to the said Treasury fox redemption. almost complete control of this political board, the power t-0 

In my O.Pinion •. .Mr. Ch.all·m.a.n. there lies the .secret reason Df loan those reser-ves OTer theil' counters to the speculator upon 
this chang~. In my .opinio-n, :ur. Cha.ir:man, once that provision Wall Street upon any -security that they m4ly see fit to accept, 
was writt"0:£1 into the bill .they Imew it would 'be impossible to without a ,single limitation or pr.ohibition in this bill against 
gather and accumulate gold enough in the United States to su.eh .conduct. 
redeem tho.Se notes under th.e forced and constant rule that you Mr. GLASS. Oh, the gentleman is absolut-ely wrong. 
ba ye .there provided. • Mt·. SCO'IT. 1 shall be gl.ad to be set right if r · am. 
} His an experiment, if you please> What '6th.er -country un.d~;r Mr. GLASS. That may be a legal r.efinement; but I c.an not 
the sun .e"'er wrote into its law such .a provislo.u for the ;redero.p- : find it .anywhere in the bill, and if it is in the bill we will be 
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very much obliged to the gentleman to point it out, because we 
can not get it out of the bilt too quickly to suit us if it is there. 

l\fr. SCOTT. I shall be pleased to pass over a portion of 
what I intended to ay and come directly to the point. I be­
lieve the powers of the Federal reserve bank have been pro­
jected into a fielcl entirely beyond the limits of the proper func­
tions of a resene bank. My idea. of the functions of a reserve 
bank is that it should occupy that field not efficiently covered 
by the present ·ystem, with i·eference to the matter of conserv­
ing and mobilizing our re erve banking resources. I believe 
that a resen·e bank designed to correct the defects in the pres­
ent system should be limited to those functions which pertain 
to the handling of our reserves. I do not believe our present 
banking system will be strengthened by conferring upon any 
separately cons~ructed reserve system of banks the authority to 
engage in general commercial banking by competing with our 
individual banking system in the field of general commercial 
transactions. Indeed. I do not believe the men who framed 
this bill ever intended· that the sphere of action of the Federal 
reserve bank should be so broad. That is evidenced by the 
remark of the gentleman from Virginia [Mr. GLASS] . They 
tell us that it is a bank of banks and that the functions of the 
member banks are not to be usurped. Does anyone believe it 
possible that had it been openly proclaimed that the Federal 
reserve banks were to be invested with almost unlimited author­
ity to loan the money of its members to individuals and busi­
ness corporations generally it would receive any considerable 
degree of support? And yet this bill, as it is framed, will con­
fer upon the Federal re erve banks that vecy power. 

Skeptical as to the real intention of the committee reporting 
this bill, I took occasion the other evening to ask its chairman, 
l\fr. GLASS, whether it was intended that the Federal reserve 
bank by this law to be created was to have power to loan the 
reserve money direct to individuals and corporations other than 
its members. He very promptly and emphatically declared that 
it was not; that the resen-e bank was to be a bank of banks 
with power to loan only to its members. Whatever the intention 
of the individuals who compose the committee may have been, 
I take it that the legislative intention will ultimately be 
gathered from the language of the law which is enacted; and 
inasmuch as my interpretation of that law is at variance with 
that placed upon it by the chairman of committee, I shall at 
the proper time offer an amendment calculated to curtail the 
power to which I ha·rn referred, and I shall devote ·the brief 
time that is allotted to me to a.n endeavor to convince the Mem­
bers of this House that my conclusions with respect to the pur­
port of the bill are accurately drawn. 

Unfortunately for the symmetry as well as the logical struc­
ture of the biU, it was not drawn as an original legislative de­
claration. A great deal has been said with reference to the 
proposed and so:called Aldrich bill Whatever may be said as 
to the merits of the plan, or the sincerity of those who recom­
mended it for enactment, the men who framed it had the cour­
age, relying upon their own capacity and general knowledge 
of the subject, to draw the bill direct from the shoulder. There 
was no resting upon the ever-available paste pot and shears. 
Not so with the bill now under consideration. The freedom with 
which sentences, paragraphs, and whole sections found in other 
laws, existine and proposed, have been adopted and drawn into 
this bill by reference and otherwise, has not only rendered it 
uncertain in its construction, but has drawn into the purview of 
the statute subjects not intended by the committee. 

What powers are· intended to be conferred upon the Federal 
reserve bank by this bill? In answering this question I invite 
attention to the language of section 4 of the bill at the top of 
page 6. It is as follows: 

Upon the filin~ of such certificate with the Comptroller of the Cur­
rency as aforesaid, the said Federal reserve bank so formed shall be­
come a body corporate, and as such, and in the name designated in such 
organization certificate, shall have power to perform all those acts and 
to enjoy all those privileges and to exercise all those powers tlescribed 
in section 5136, Revised Statutes, save in so far as the same shall be 
limited by the provisions of this act. 

Now, it is clear that in order to ascertain the scope of the. 
powers intended to be conferred, we must resort to the provi­
sions of the national banking law referred to. 

1\Ir. GLASS. May I interrupt the gentleman right there for 
a moment? 

l\Ir . SCOTT. Yes. 
Mr. GLASS. I do not know what the statement of the gen­

tleman will be or his conclusion, but I want to say that the 
provision in question is one of the Republican amendments to 
this bill. in .the Banking and Currency Committee, drafted by 
the gentleman from Minnesota [Mr. SMITH], and I am un­
willing to belie-re that he has put over a joker on us. 

Mr. SCOTT. I want to say in reply to tbe gentleman that I 
shall prove that tha t statement is entirely inaccurate before I 

finish . That pwr1sion is found in the original draft of the 
bill. . 

Mr. GLASS. If the gentleman will examine the bill, he will 
find it is in italics, indicating that it is an amendment to the 
bill, and I know it was drafted by the gentleman from Minne­
sota [Mr. SMITII]. 

Mr. SCOTT. What print has the gentleman in his hand? 
Mr. GLASS. I have the print of the bill now being con­

sidered. 
Mr. SCOTT. I ha\e the print of the bill as it was intro­

duced. Did the gentleman inject that amendment into the 
original print as introduced by the gentleman from Virginia, 
chairman of the committee? 

l\fr. GLASS. Probably the gentleman and I do not under­
stand one another. If he will refer to the bill under con id­
eration, H. R. 7837--

Mr. SCOTT. I understand what the gentleman means. There 
are italics which embrace the identical language in part ns it 
was originally introduced by the chairman of the committee. 
It does not represent the idea of the gentleman from Minne­
sota; it represents the original ·idea. 

Mr. TOWNER. If the gentleman will permit an interruption, 
tf he will turn to page 5, he will find the language th2re struck 
out to be the same as he is now quoting. 

Mr. SCOTT. Exactly; it was in the original bill. 
. Section '5130 of the Revised Statutes of the United States 

is that section of the national banking law which defines the 
powers of national banking associations. Those powers are 
enumerated in seven separate diYisions. I pass the first ix 
divisions and in\ite your attention to the seventh, which, de­
scribing the powers conferred, says: 

To exercise by its board of directors or duly authorized officers or 
agents, subject to law, all such incidental powers as shall be necessary 
to carry on the business of banking; by discounting and negotiating 
promissory notes, drafts, bills of exchange, and other evidences of debt; 
by receiving deposits; by buying and selling exchange, coin, and bulllonci· 
by loaning money on personal security; and by obtaining, issuing, an 
circulating notes according to the provis ions of this title. 

This seventh subdivision, discriminating nicely, enumerates 
fiye different clas es of powers, namely: 

Discounting and negotiating promissory notes, drafts, bills of exchange, 
and other evidences of debt; receiving deposits; buying and selling ex­
change, coin, and bullion: loaning money on per ona l security ;_obtain­
ing, issuing and circulating notes according to the provisions of this 
title. 

The enumeration in separate clauses of these distinct clnsscs 
of acts was not accidental. The distinction between the"=e Yn.ri­
ous classes then and now rests upon well-defined legal concep­
tion. The decisions of the courts, even at that time, had settled 
definitely the lines of demarkation bounding these Yarious 
classes of transactions. It was well known that the power of 
discounting did not embrace the power to loan, nnd thnt the 
power to loan did not embrace the power to buy; and tlrnt the 
power to buy, loan, or di count did not embrace the power to 
issue notes. The classification and enumeration are both logical 
and necessary. 

It is therefore quite clear that if the Congress of the United 
States shall, in enacting this law, say that "upon the filing of 
such certificate with the Comph·oller of the Currency, as afore­
said, the said Federal reserve bank so formed shall have power to 
perform all those acts and to enjoy all those privileges n.nd to 
exercise all those powers described in section 5136, IleYised 
Statutes, save in so far as the same shall be limited by the 
provisions of this act," such Federal reserve bank will be em­
powered within the full scope of that enumeration unless limita­
tion shall be found in the subsequent sections of the bill. 

A careful examination of the bill will disclose that the only 
limitations of the powers conferred by section 4 are such limita­
tions as may be incidentally contained in ections 14, 15, and 16 
of the bill. Section 14 relates to rediscounts, and is so era wn 
that it purports to be an enumeration of grants of power which 
are not embraced in section 5136 of the Revised Statutes. or 
which enlarge those powers. The first paragraph of the section 
empowers the Federal reserve bank to receive from any member 
bank, or solely fo r exchange purposes from any other Federal 
reserve bank, deposits of the kinds specified. The econd para­
graph of the section provides that "upon the indorsement of 
any member bank any Federal resen-e bank may discount notes 
and bills of exchange arising out of commercial h·ansactions," 
and to a limited extent defines the character of such notes n.nd 
bills of exchange. Paragraph 3 of the section contains further 
enumeration of power and limitation relative to the same nets. 
Paragraphs 4, 5, and 6 of the section relate entirely to the dis­
count and rediscount of acceptances. 

Section 15 relates to open-market operations. The section 
confers upon Federal reserve banks, under rules and regulations 
prescribed by the Federal reserve board, the power to purchase 
and sell in the gpen market, either from or to domestic or for-
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eigu banks, firms, corporations, or individuals, prime bankers' 
bills or bilJs of exchange of tlie kinds and maturities by this act. 

Section lo relates to open-market operations. The section 
·_ also confers five other specifically enumerated powers, namely: 

(a) To deal in gold coin or bullion; (b) to invest in United 
States, State, and other bonds; ( c) to purchase from member 
banks and sell, with or without an indorsement, bills of ex­
change of a certain class; (d) to establish a rate of discount 
to be charged; and ( e) to open and maintain banking accounts 
in foreign countries, and so forth. None of these enumerated 
pon-ers in any degree limits the powers contained in section 5136 
of the Revised Statutes. 

Section 16 relates to Goyernment deposits, and provides­
That all moneys now held in the genernl fund of the Treasury shall, 

upon the direction of the Secretary of the Treasury-

And so forth-
be dc1)osited in Federal reserve banks-

And so forth. And, further-
tha t the Secretary of the Treasury shall, subject to the approval of the 
Federal reserve board. from time to time apportion the funds of the 
'I'reasury among the Federal reserve banks-

And so forth. And, further-
no Federal reserve b:mk shall receive or credit deposits except from the 
Government of the United States, its own meJDber banks, and, to the 
extent permitted by this act, from other Federal reserve banks. All 
domestic transactions of the Federal reserve banks involving a redis­
count operation or the creation of deposit accounts. shall be confined to 
the Government and the depositing and Federal reserve banks, with the 
exception of the purchase or sale of Government or State securities or 
of gold coi~ or bull~on. 

Tlle paragrnpb of tlle section last quoted was taken from the 
pro1>osed Aldrich bill, and was undoubtedly relied upon to per~ 
form the same function as its corresponding paragraph would 
ha Ye performed bad the Aldrich bill been enacted into Ia w. · 

Section 24 of the Aldrich bill was designed and calculated to 
limit the transactions of the National Ileserve Association to 
the business of the Government and the consenation of the re­
senes held l>y its branches. It provided-

T t e Government of the United States ancl banks owning stock in the 
Na ti onal Reserve AssociatiL•n shall be the only depositors in said asso­
ciation. All domestic tt·ansactions of the National Reserve Association 
shall be confined to the Government and the subscribing banks, with the 
exception of the purchase or sale of Government or State securities or 
securities of foreign Governments or of gold coin or bullion. -

It will be noted that section 24 of the proposed Aldrich bill · 
ernbrnced "all domestic transactions of the national reserve 
association." It was therefore complete in its limiting power, 
and the e~ception engrafted upon it was logical and effective. 

In transferring this section to the Glass· bill, the committee 
eYillently did not take into consideration the fact that the 
powers to be conferred upon the national reserve assaciation 
by ille Aldrich bill were completely and specifically enumerated 
in the biU, and that the powers of the proposed national re­
sene association were not to be conferred by reference to any 
prodsion of the national banking act. The committee also 
seems to have overlooked the force of the qualification which it 
wrote into the revised section in the Glass bill. The provision 
in the bill under consideration does not embrace "all domestic 
trausactions," but is confined to domestic transactions "involv­
ing n rediscount operation or the creation of deposit accounts." 
Therefore the limitation of power is confined to those two classes 
of transactions. Now, it is quite clear that one of the most 
important provisions embraced in section 5136 of the Revised 
Statutes was that which conferred upon the national banks the 
power of "loaning money on personal security." That power by 
reference in section 4 of the Glass bill is to be conferred u11on 
t.he Federal reserve banks. That power does not necessarily 
and, in fact, rarely inYolves a rediscount operation, and never 
creates a deposit account. 

A transaction involving a simple loan on personal security 
is entirely foreign to either discounts or recliscounts. In the 
language of l\fr. Justice Story in pronouncing the opinion of the 
court in Fleckner against the Bank of the United States 
(8 Wheat., 338)-;-

Nothing can ue clearer than that by the language of the commercial 
world and the settled pt·actice of banks, a discount by a bank means 
ex vi terf'}lni, a deduction ot· drawback made upon its advances or loans 
of money -~pon negotiable paper or otbe1· evidences of debt, payable at a 
futm·e day, which at•e transferred to the _bank. 

In Newell against First National Bank of Somerset (13 Ky. 
L., 775) the court said: 

The word discount denotes the act of giving money for a bill of 
exchange or prnmissory note, deducting the interest. . 

The district court of the United States sitting for the north­
ern district of Nebraslrn. presided oYer by an eminent judge, 
had occasion to · define the term " rediscount." " The court said : 

U.cdisc_ounte<.1 notes are notes held by a bank which it indorses and 
procures another bank to discount. 

L-- 308 

Bouvier says : 
There is a difference between buyin .~ a bill and discounting it. The 

former word is used when the seller does not indorse the bill and is 
not accountable for its payment. 

In United States National Bank v. First National Bank (79 
Fed. Ilep., 296) the court said : 

A rediscoup.t by a bank of its bills receivable, thou .~h it indorses the 
sam~ and becomes contingently liable for their payment, is not a bor­
rowmg of money by the bank, but has more the character of a sale. 

Now, the converse of the proposition must be equally true. If 
a reuiscount by a bank uoes not constitute a borrowing of 
money, neither does it con~titute a lending of money by the 
opposing bank or party. 

The distinction between simple loans and discounts ancl 
rediscounts is -rery frequently drawn by the courts in cases 
involYing the usury laws. A note evidencing a loan and draw­
ing interest from date at a rate in excess of the legal limit is 
usuriom;. A note discounted at a rate. t\vice the legal interest 
rate is not usurious. One transaction is a loan and the other 
is a species of purchase. · 

What, tllen, would be the effect of this provision of the bill 
if enacted into law in its present condition? I assume to say 
that with a Federal resene bank oi·ganized under this bill iu 
the city of New York, for instance, any indi:viduaJ or busi-' 
ness c~n·poration engaged in stock gambling, to illustrate, may 
walk rnto the Federal reserve bank and apply for a Joan of 
ten, twenty, or fifty thousand dollars and offer the simple· 
promissory note of the borrower, bearing a rate of interest from 
date, together with an amount of stocks or bonds or other 
~ecurities to be pledged for the payment of the note, and there 
is no provision in this bill limiting the power of the FederaJ. 
reserve bank to make that loan out of the resources it .may 
have accumulated by reason of the deposit of the reserYes of 
member banks. I ham used an extreme case, but it illustrates 
the fact that it is proposed by this bill not to create a bank or 
banks for the purpose of serving commercial banks in connec-· 
tion with other reserves, but to create a commercial bank em­
po~ered to compete with its members in the field of business, 
usrng the funds that by other provisions of this bill are to be 
extorted .nnder the penalty of annihilation. It will not do to 
~ay ~at the reserYe banks would not exercise this power; that 
is ues1de the question. When the Congress of the United States 
deliberately confers this broad power upon these special insti­
tutions we are at liberty to assume that those powers are to be· 
exercised. 

I belieye that if the existing national banks are to be forced 
to capitalize this great system of reser-re banks and to deposit 
hundreds of millions of resene money therein, that this reser-re 
money so deposited should be held at all times available for 
the protection of member banks. The power of the Federal 
resene banks should therefore be limited, and a prohibition 
against their loaning to indiyiduals and corporations, other than 
the member banks, written in the bill. [Applause.] 

l\fr. PLATT. l\ir. Chairman, I yield 15 minutes to the gen­
tleman from California [1\fr. KAIIN]. 

Mr. KAHN. l\Ir. Chairman-
, Tis with our judgments as' with our watches-none go just alike . 

yet each believes bis own. ' 
If I reme.mber aright, it was Alexander Pope who ga-re utter­

ance to that wise saw about two centuries ago. That explnins 
the whole difficulty in the enactment of currency legislation, for 
discussing the currency is very much like discussing politics 
or religion. You simply discuss and discuss and discuss, but you 
do not make much headway. 

EYery man who has a theory on the subject belieyes that his 
theory is just a wee bit better than the theory of the man with 
whom he is nrguing the question. 

I am informecl that in times past there haye been Committeef/ 
on Banking and Currency of this House that produced almost' 
as many opinions as to what was the true remedy for currencr 
reform as there were members on that com.mi ttee. Why, the. 
bankers themselves do not seem to be able to agree entfrely a~ 
to what they want in the way of remedial legislntion. They al! 
agree that our present system is rigid and inelastic; that some 
thing ought to be done to mend the faults of the existing bank­
ing laws; but when it comes to proposing· a remedy they seem to 
have almost as many theories as the least-informed layman. For 
myself, I am free to confess tl1at I have neYer been able to for­
mulate a plan that was entirely satisfactory to myself. At 
that I haye given the subject some study and thought and 
attention. But I have found that it is the easiest thing in the 
world for a man with little or no money to tell a man who 
has accumulated a plethora thereof bow the latter should use 
and invest. his capital. The former usually works out a pla.nr 
frequently utopian in character, which looks mighty good on. 
paper; he believes it to be absolutely perfect. It probably is-in 

. 
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theory. But he becomes angry and embittered when he finds Vreeland, of New York, a former Member of this House. That 
that the man of means refuses point-blank to accept or adopt bill was passed by the Congress and approved by the President 
those theories. on ~fay 30, mos. Under the terms of that act national currency 

And after all, the pending measure, we must admit, is founded associations not le s than 10 in number, were to· be estab- -
}argely on theories. Whether they will work out in practice lished throughout the country. The law contained two general 
or not the future alone can determine. Much has been said provisions. The first gaT"e authority and provided the procedure 
during the debate about the manner in which the bill has for the issuance of emergency cunency. The second important 
been framed. I believe the criticisms to be well founded. There provision was .the authorization of a commission clotl,led with 
was no need of the majority refusing the minority the right the power of investigation of the money systems of the world. 
to attend the meetings of the majority members of the com- The vote on this bill was taken in the House on May 14, 1908, 
mHtee while that majority were formulating this legislation. and just before the roll was ca lled I offered the Williams l>ill 
Currency reform is not a party question. It is a scientific as a substitute for the Vreeland bill. I wanted to test the 
problem. The tariff, on the other hand, is a party question. temper of the Democrats of the House on the Williams bill, 
I can readily understand that the majority of the Committee which had been so highly lauded by the "peerless leader" of 
on Ways and Means might formulate a tariff bill without the Democracy, who is now Secretary of State. And I mention 
the presence of tbe minority. The principle of protection to this fact because Mr. Bryan has with similar fervor laudeC. the 
American industries for years has been the paramount issue pending Glass-Owen bill. 
of the Republican Party. The principle of free trade-or as The roll call disclosed that only 6 Democrats had the 
you of the majority choose to call it at present, tariff for temerity to vote for the Williams bill; 93 DeIPocrats answered 
rernnue only-:-has been the dominant issue of the Democratic "present,H including Ur. WILLIAMS himself; Mr. CLAllK. the 
Party for many years. The two principles are entirely ir- present distinguished Speaker of the House; Mr. UNDERWOOD, 
reconcilable. and so it is thoroughly proper that the majority the present popular chairman of the Committee on Ways and 
of this House, charged with the responsibility of legislating Means; and Mr. Burleson, the present honored Postmaster 
on the tariff question, should feel at liberty to exclude the . General of the United States. About 50 of the Democrats of 
minority during the deliberations on a tariff bill. But it is the House ab, tained altogether from voting. So that out of a 
different with a currency bill. There are many Members on voting strength in the House of approximately 160 Members, 
this side of the aisle who might vote for this bill if it could only 6 Democrats were ready to stand by the measure that had 
be amended in certain particulars. Some will probably vote been so highly lauded and commended by Mr. Bryan. 
for it anyway. I do not think the objections urged by the So you see I am justified in suspecting the soundness of this 
minority in their submitted views on the pending measure bill after its indorsement by such high authority. 
should have been passed over by the majority without any con- · Mr. SLOAN. Will the gentleman permit an interruption? 
Aideration whatever. Yes, the manner in which the bill has Mr. KAHN. Certainly. 
been framed is a subject of legitimate criticism. Mr. SLOAN. The gentleman gave the action of certain lead-

We have entered upon a peculiar period in national legisla- ing Democrats; can he give us a statement of how the gentle­
tion. ·Those who are directly interested in a proposed measure man, the distinguished chairman of the Banking and Currency 
must no longer be consulted. If they, whose property interests Committee, voted? 
are at stake in the provisions of a bill pending before a com- Mr. KAHN. He was not cme of the six that voted for the 
mittee, dare issue argument why this or that feature of the Williams bill. 
bi11 should not be enacted into law, they are. held up to public Mr. GLASS. I did not quite hear what the gentleman from 

bloquy as insidious lobbyists. Why, I have always believed Nebraska asked. 
tha t experts and specialists can throw a world of light upon - Mr. KAHN. The gentleman from Nebraska wanted to know 
the subjects which they have made their life work. We may how !he distinguished chairman of the committee voted on the 
not agree with their views, but they can illuminate the subject. Williams cunency bill in 1908. I tell him that to the best of 
If I am m I send for a doctor. If I find myself involved in my recollection the gentleman from Virginia did not vote for 
legal troubles I send for a lawyer. But if I want to revi e the the bill. 
currency I must not, under any circumstances, listen to the sug- Mr. GLASS. No; I was paired. If I could have voted I 
gestions of those who are directly interested in the proper would have voted against the bill. I would remind my friend 
olution of the difficult and possibly irritating subject-the from California th.at he must agree that l\1r. Bryan since that 

bankers of this county. I must get my information from the time has grown in public estimation. There were six voted 
uninformed, or go it blind, if I want to be an up-to-date leg- for the bill. There were only nine votes against the bill which 
islntor. Oh, this House is operating under a new dispensation we are considering now, and there will be less on the floor of 
which is deyeloping a wonderful system for the formulation of the House on the roll call. [Applause on the Democratic side.] 
legi Ia tion. The gentleman from Georgia [~. HARDWICK] was Mr. KAHN. The question as to whether the distinguished. 
courngeou ~ enough to voice his resentment on this floor on yes- Secretary of State has increa ed in the public estimation is not 
t erdny, but be will respond to the lash of the party whip and will involved in the case of the Williams currency bill. His power 
meekly answer" aye" when the bilf comes up for final passage. of reasoning now is about the same as. was his power of reason-

! am rather doubtful of the succe s of the bill for another ing then. At that time he was unqualifi.edly for the Williams 
r eason than those reasons already urged by others o:i;i this floor. bill, and stated to l\Iembers of the House and the Senate that 
It has the unqualified approval of our good friend the present it ought to have the support of every Democrat, yet there were 
distingui bed Secretnry of State, Mr. Bryan. _I want to say only six votes in favor of it on the floor of the House. 
that I admire l\Ir. Bryan in many ways. But I have learned Mr. GLASS. But he has learned a lot since then. 
by pa st experienre that whenever M1-. Bryan puts his stamp ..:f Mr. KAHN. The distinguished Secretary of State is a Bour-
apprornl on any proposed legislation one wants to scrutinize bon, and th~y say that the Bourbons never learn anything and 
it wi th more than ordinary care. I remember his unqualified never forget anything. · 
a pprova l of the Williams currency bill in the Sixtieth Congress. Mr. KELLEY of Michigan. Will the gentleman yield? 
Tl.la t measure had been introduced in this House by the then l\fr. KAHN. Certainly. 
minor ity leader on this floor, Hon. JoHN SHARP WILLIAMS, of Mr. KELLEY of Michigan. Does the gentleman from Cali-
.. IL " i. ~i ppi. now a Senn tor from that State. Mr. WILLIAMs's bill fornia mean that M.r. Bryan's indictment turned the author of 
had this euphonious title: the bill away from it? 

.d bill to further protect dep os.itors in banks, to secure a safe and Mr. KAHN. The author of the bill answered "present," and 
elastic currency, and to amend the naUonal·ban.k act and previous did not vote for or against the Williams bill. 
a mendmen ts thereto. Mr. Chairman, I have seen it contended that under the pro~ 

Mr. Bryan was so enamoured of the Williaips bill that he visions of the pending bill the Federal reserve banks which are 
highly lauded it in an editorial which appeared in the Com- to be created will become competitors of the National and State 
mouer in the ea1·ly part of March, 1908. Mr. WILLIAMS was so banks, and that the scheme of banking it sets forth holds out 
proud of that laudation that he inserted the editorial in full in the menace of inflation. Personally I do not believe those con­
tlle CoNG.RESSIONAL RECORD of March 6, 1908. The first para- tentions to be well founded. It is contended also that the bill 
graph of that editorial reads as follows: will again inject our banking system into the domain of politics: 

Hon. JOHN SHA.RP WILLIAMS, the Democratic leader of the Honse I believe that there is no doubt but that such danger does 
of Hepresentatives, has introduced a bill, a copy of which will be · 
fo und upon another page. It was introduced after a conference with lurk in the provisions of this measure as it has been presented 

t b<.' r Democrats of the Senate and House--a conference which Mr. to this House. Other speakers during this .debate have pointed 
Bryan a ttended-and has the support of rracUcally all of the Demo· out with much elaboration this and other defects in the bill. 
crats. The Commoner commends this bil to its readers and to the 
country as a vast improvement over the present national-banking act The history of banking in the United States whenever politics 
nnd over both the Ald1·1ch and Fowler bills. has been permitted to enter the banking business has been a 

The bill that was then being considered by the House was. history of disaster. The decade between 1830 and 1840 is a 
the so-called Vreeland bill, named after its author, Hon. E. B. striking illustration of that fact. 
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It has been recognized as an axiom that capital is timid, and 

to tamper with the country's credits is fraught with the greatest 
danger. My impression is that this bill as it now stands will 
ca use many of our national banks to surrender their charters to 
the Federal Government. They will return to the State-bank 
sy:tems, many under the guise of trust companies. The -present 
system of national banks has brought stability at least to our 
currency. While some contend that the system is archaic, we 
know that it has brought a degree of soundness to our banking 
institutions that was woefully lacking prior to its enactment. 
About 7,500 national banks are in operation under the provisions 
of the national-bank acts at the present time. It seems to me 
that the pending measure, unless it can be amended so as to 
eliminate its dangerous features, will break down our existing 
system without providing an adequate substitute-a substitute 
that should permit above everything else the safe expansion of 
our currency in times of financial stress. [Applause.] 

1\Ir. BATHRICK: Mr. Chairman, two or three evenings ago 
I made a speech referring to a map. Now I find they have 
not permission to plint that map, which is a part of my ad­
dress, unless I secure the unanimous consent of the House. 

Mr. MADDEN. Mr. Chairman, I think the gentleman has 
to secure the consent of the Joint Committee on Printing. 

Mr. BATHRICK. I have investigated the subject, and I find 
if I get unanimous consent of the House to print the map ihat 
they will be able to print it. 

1\Ir. TOWNER. Mr. Chairman, I ask. unanimous consent that 
the request of the gentleman may be granted. 

Mr. MADDEN. That can not be done in the Committee of 
the 1\"hole. 

1\Ir. BATHRICK. Does the gen~lemnn raise the point of 
order? 

Mr . .MADDEN. I make the point of order that we are in 
the Committee of the Whole House on the state of the Union, 
and the gentleman will have to do that in the House. 

The CIIAIRMAN. Not having investigated the question, it 
occurs to the Chair that the committee can not give an authori­
zation to print other than what the general rules will permit. 
The Chair will sugges._t to the gentleman from Ohio that when 
we ·get in the House he get an autholization to print from 
the Committee on Printing. 
- 1\Ir. "BATHRICK. It is impossible to get the Committee on 
Printing to do that when I can not get them in session. 

l\Ir. MADDEN. I believe the only authority lies with the 
Committee on Printing. 

The CHAIRMAN. The Chair thinks the point of order is 
well - taken. 

Mr. GLASS. I understand the gentleman from California 
was going on until 4 o'clock. 

Mr. HAYES. I yield 15 minutes to the gentlem~n from 
South Dakota [Mr. DILLON]. 

1\Ir. DILLON- Mr. Chairman, I wish that this important 
measure might be improved by amendments. It is a source of 
deep regret that the caucus has decreed that no amendments 
shall be allowed except those coming from the committee. If 
we all could approach this discussion with full freedom of 
thought and judgment, certainly a good law could be given to 
the country. 
~'he bill commends itself in many respects. Within the last 

10 years there has been an immense concentration of the peo-
. ple's money in the hands of the Wall Street bankers. It is said 
tllat the average daily bank clearings of the United States Steel 
Co. is $75,000,000 and that the Tobacco Co.'s daily bank clearing 
is $20,000,000. The life insurance companies of New York add 
to tllese banks billions of dollars of trust _ funds. The great 
railroads of tlle country add their millions of deposits in these 
same banks. 

-Cnder the national banklng law the banks may keep a por­
tion of their funds in reserve city banks. Thus a pipe line is 
formed through which the people's money gravitates into the 
bnuks of New York City. 

The centralization of the people's money in the hands of a 
few financiers gives them a power that they ought not to pos­
se s. They possess the power to say who may borrow the peo­
ple's money and who may not have it. 

Will this bill prevent the centralization of the money in the 
great cities? I think it will. If we can keep our money at 
home, no panic can ever disturb the financial and -commercial 
_transactions in our State. If this bill will enable us to keep 
our money at home, it will accomplish some of the purposes 
claimed by its authors. 

I wish the bill might strike at some of the clearing-house and 
stock-exchange evils, that it might prevent the interlocking of 
directorates of financial institutions. 

The national banking law has never been of much benefit to 
the farmers, because the banks are prohibited from making 

farm loans. What the farmer wants is a three or five year 
loan. A rural-credit system that would furnish to the farmers 
long-time loans at a low rate of interest would ha;rn materially 
improved the present bill. These features, howe\er, can be 
added and brought into place by additional acts. 

If. the national banks of my State should subscribe to the 
stock of the regional bank, millions of dollars which nre now 
supplying the needs of our people, forming the basis of credit, 
will be withdrawn and deposited in th~ regional bank. The 
loaning ability of these banks may thus be reduced. Will not 
this alone bring a contraction of the creclit and accordingly 
lessen the loaning power of the local banks? I fear it will. 

It is doubtful if the western bankers would care to turn over 
to the regional bank one-fifth of their capital and portions of 
their deposits for the percentage given by this bill, because 
these bankers can loan their money at S per cent. The banks 
do not hold 60-day farmers' paper, nor do they hold 9 months' 
real estate loans. 

If a large portion of the small banks should fail to go into 
the new system this law would prove to be ineffective. The 
bill should be liberal enough to induce practically all the 
national banks to come in under its terms. If the terms are 
not liberal, these banks will prefer to organize under the State 
banking law, which, of course, would retire a portion of the 
national-bank circulation. It is to be hoped that the committee 
will permit amenclments that will prove a sufficient inducement 
to bring into the scheme the cooperation of practically all of 
the national banks. 

We are just commencing to legislate upon this complicated 
subject. This law when passed can from time to time be 
amended and made effective. I shall therefore ·rnte for the bill. 

CAUCUS LEGISLA::rrox. 

The country at large may appro--ve the bill now under discus­
sion, but the people will not, in my judgment, commend the 
methods used in preparing the way for its passage. 

It is to be regretted that 14 Democ"ratic members of the 
Banking and Currency Committee ha--ve felt the necessity of 
excluding from the deliberations of the committee 7 worthy 
members who were commissioned by this House to act on thig 
important measure. For eight weeks the majority of the 
committee held secret meetings for the purpose of considering 
the bill, and this House, with full knowledge that the se\en 
members were excluded and denied the right to participate in 
the deliberations of the committee, has acquiesced in the ex­
clusion and indorsed the action of the majority of the com­
mittee. 

From the secret chamber of the committee came mutterings 
of discord and strife. Individuality asserted itself. Insurgency 
broke loose. Those in control of tlle committee must keep the 
upper hand, and for that purpose the all-powerful caucus is 
called. 

As a part of my remarks I read the rules governing tile 
Democratic caucus. 

DEMOCUATI C CAUC US R ULES. 

PREAMBLE. 

In adopting the following rules for the . Democratic caucus we affirm 
n.nd declare that the following cardinal principles should control Demo­
cratic action : 

(a) In essentials of Democratic principles and doctrine unity. 
(b) In nonessentials, and in all things not involving fid~lity to party 

principles, entire individual independence . 
( c) Party alignment only upon matters of party faith or party 

pohcy. 
( d) Friendly conference and, whenever reasonably possible, party 

cooperation. 
RULES. 

1. .All Democratic Members of the House of Representatives shall be 
prima facie members of the Democratic caucus. . 

2. Any member of the Democratic caucus of the House of Repre­
sentatives failing to abide by · the rules governing the same shall 
thereby automatically cease to be a member of the caucus. 

3. Meetings of the Democratic caucus may be called by the chair­
man upon his own motion, and shall be called by him whenever 
requested in writing by 25 members of the caucus. 
critlcAl\l~~b~~ ~~ it~ jj~~~:. shall consist of a majority of the -Demo-

5. General parliamentary law, with such special rules as may be 
adopted, shall govern the meetings of the caucus. 

6. In the election of officers and in the nomination of candidates for 
office in the House, a majority of those present and voting shall bind 
the membership of the caucus. 

7. In deciding upon action in the House involving party policy or 
principle, a two-thirds vote of those present and voting- at a caucus 
meeting shall bind all members of the caucus : Pro'Vided~ That said two­
thirds Tote is a majority of the full Democratic membership of the 
House: And pro-r:icled further, That no Member shall be bound upon 
questions involving a construction of the Constitution of the United 
States or upon which he has made contrary pledges to his constituents 
prior to his election or received contrary instructions by resolution or 
platfrom from his nominating authority. 

8. Whenever any member of the caucus shall determine, by reason of 
either of the exceptions provided for in the above paragt·aph, not to be 
bound by the action of the caucus on these questions, it shall be his 
duty, if present, so to advise the caucus before the adjournment of the 
meeting, or, if not present at the meeting, to promptly notify the Demo-
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t:ratic :ieader 1n writing, so :that the :party may be advised befor(! the 
matter comes to i sue upon the tloor of the Bouse. • 

9. That .tbe five-minute rule .that governs t.be House of Jleprescnta- . 
tives hall •govern Clebate in the Democratic caucus unless suspendeii by 
a vote of the caucu . 

10. ' o persons except .Democratic 1.!embers 1of the House of Repre­
sentatives, .a caucus journal clerk, and other .necessary em_ployees shall 
be admitted to the meetings ·of the caucus. • · 

11. The caucus -shall keep a journal ar its proceedings, ·which shall 
be publish ed after each .meeting. and the yeas and Days on any guestion 
·shall, at -the desire of .one-'fifth of those -present, 'be enterea on the 
journal. 

'The caucus now .meets bebind dosed doors for three weeks. 
It -proclaims by jts rules that those wbo fail to "abide by the 
rules governing the caucus Shall thereby automatically ceas_e to 
be members of the caucus." By rule 4 ... a quor.nm of the caucus , 
·8ha1J consist of a majority of tne Democratic Members of the 1 

'Hous.e." .By rule 7 '· a two~thirds -vote of those present and vot- · 
ing at -a caucus meeting shall bind al1 members of :fhe caucus, 
prav:ided the said two-fhirds vote is a majority of the .full 
Democratic membership of the House." 

These .rules proclaim the binding effect of caucus dictation. 
Tbe Member is graciously -permitted to vote his convictions, 
fir t, "upon ·questions inrnlving a constructio of the Constitu­
tion"; -second, with a yielding spirit it permits the Men1ber to 
redeem :pledges "made to his censtitl}ents prior to his elec­
tion " ; third, with condescension the rules a1low him to comply 
with the "'Platt'orm i-rom his nominating authority:" These are 
the only exceptions in whien individuality is permitted. if by 
Teason ·of either 'Of these three exceptions u Member determines 
not to be bound by the actions of the caucus, it is made 'his duty 
' "if pre ent, so 1o advise th~ caucus before the adjournment of 
the meeting, or, if not present at the meeting, to promptly 
n otify the Democratic leader in writing, so that the party may I 
be advised before the matter comes to issue upon the floor of the ! 
House." · 

iBehind the caucus stand the rrulers, behind the rulers ·the -dis­
pensers of patronage. The faithful are intimidated by its de­
. crees. 'J'hey care loath to leave places in the party cotrncil. 
-They join .the ranks of the rulers, and inmviduality is peace­
fully ,put to sleep. [Applause on the Republican filde.] The ' 
individual surrenders his convictions, a.nd the grand rush .for 
the hand wagon and the i>ie counter takes place. 

For the purpose of .strengthening the lines, the next move is 
to declare the bill a party measure and to proclaim that "mem­
bers of this caucus nre _pledged to the bill to 1ts final pas.sage 
without amendments; provided, howe>er, the Banking and Cur- , 
xency Committee may offer ·an amendment iu ·tlJ.e House." Now · 
they go through _the idle ceremony of calling the full Committee 
on Banking and Cunrency together to considei· the bill indorEed 
·by the caucus and labeled that no amendments will ·be allowed­
.a. 11olfow pretext. 

The bill -now comes to the Hause for consideration, but under 
the caucus gag every amendment is to be summarily -voted 
down. We are told by those high in authority that "abundant 
opportunity for debate will be offered." What is the use of 
offering amendments when the cauc11s majority have entered 
into a covenant with each other to vote down every amendment 
tha.t might be offered? -You invite amendments, but you will 
.not eon.sider them when offared. Can such methods be upheld 
by fair-minded legislators who believe in fair, open discnssiop.? 

'TJiey never ·sippo ed· -a vart of -the :Members would secretly 
enter J.nto a compact with ·each ·other to stand Jby a caucus ·de­
cree; it.hey never 1dr.eamed ifhat u .few Members woe1d secretly 
a.gl!ee among ·themselves to sandbag every amendment to im­
portant measure·s Without having any know'ledge as to what 
the amendments mig'ht rt>e. 

The bosses control the ca1icus ·and the ca nc.us .controls the 
legislative •department of Government. Thus legislative func­
tions -are abrogated and the 1~gis1at.ive J)ower .destroyed. The 
jury 'Packer .and the caucus are ttw1n malefactors. The system ~s 
indefensible-; its decrees are -vicious. Yes; a.s 'Vicious as the 
edict -promtilgated b_y King Nebuchadnezza.T 2,500 -years ago com­
manding thut wnen the sound of-music was heard his subjects 
should bow down to the golden lmage 1lllder the penalty of 'being 
.cast 'into the nery furnace. The caucus decree commands 
dbedience and a .conutl-ete S1In>ender of convictions llllder pains 
and penalties of a foll ana camp1ete separation from the Demo­
cratic pie counter. 

Let us take off the caucus pres.sure and leave the Members 
free to e:xer.t their influence in honest, free, and o_pen discus­
sion, thereby ,placing the legislative department abo-ve the com­
mand of the caucus and tbuo restore it to its ancient high and 
lofty position, the greatest leglslati\e body in the wonld. [Ap­
J)lause.] 

.Mr. HAYES. Mr. Chairman, I yield to any colleague froni 
California [Mr. CURRY]. 

l\fr. CURRY. Mr. 1chairman, I rise fro.- the pu-rpose ·of having 
µ·inted i1l the REcaan as a :part of my remarks an .article on 
sweet wines by Dr. Wiley. The article is a short one .and ap­
peared in this morning's Post 

The CHAIRMAN. The gentleman asks unanimous consent to 
print as a part of his :remarks a certain article by Dr. Wiley. 
ls there objection? [After a -pause.~ The Chair hears !Ilone. 

Mr. GLASS. l\fr. Chairman, I yield 15 .minutes to my col­
league [l\'LT. BEAKES]. • 

Mr. BEA.KES. Mr. Chairman, one thing which indicates 
how good is the Glass currency bill is the fact that while ac­
knowledging that the :present currency and banh."ing system is 
dnadequai:e, no one opposed to the bill under consideration ha?! 
attempted to offer an adequate substitute for rt. Summing up of 
the arguments so far ·made against tt would read something like 
this: The present system 1s bad; we grant that the bill under 
consideration is an improv-ement, but it is not good enough; 
however, we have no bill to offer that is better, therefor~ '\ve 
must v0te against this bm. .Aside from this our Republican 
friends are greatly disturbed qver the unanimity in the support 
of the bill on the Democratic side of the House. They are dis­
turbed because the House and the President are in acco1'd. Anet 
yet last fall they were ·saying : 

Wilson is a good enough man, but be can not control 'his pnrty. 
They will .not follow his leadershi_p and he ·will be helpless. 

Our Progressive brethren aTe greatly distrrrbed because we 
did not put a provision against interlocking directorates iB this 
bill. We are going to pass a bill against this evil at the 1irst 
-regular session which will go further than any provision in this 
bill can go. To ask us to put it in here would be like a doctor 
saying to a patient coming .to him: 

. .Must -we condemn the bo s .a:nd at the same time commend the I will .not do anything for your stomachache unless yon le.t me at the 
caucus, when the bosses stand behind the caucus? same time straighten out that clubfoot Gf yours. 

The currency bill is not -a party measure. It is not a partisan Mr. Chairman, I can not permit the most important legislation 
theme. It affects ritally the interests of every man, woman, w..hich Congress has passed in many yeani to be -decided upon 
and <;hild. The Republican and Progressive Members are as without raising my voice in approval of what I believe to be 
patriotic as those who attend the Democratic caucus. The the greatest constructive aegislation which ha-s been .before Con­
measure goes beyond party ·ereeds. It calls upon every l\'fember gress in the last half century. E1or years the need of a n~w 
for patriotic service in placing the common good .above parttsan banking and currency system in the United States bas been felt. 
.ndnmtage. Our highest duty to the ·country is to ,give to the peo- The demand for reform has come to be more .and more insistent, 
ple not a political-JIB.Tty cnruency bill but a ,peo].Jle's currencybill. -and now, I believe, no thinking man will defend om· present 

We plead for an independent legislative department of Gov- system -0f banking and currency. Under it we have had periodi­
ernrnent; one that will not_permit the judicial nor the executive cal money stringency. Under it we ham had ever-recurring 
departments to trespass 1npon the Tigbts of the leg1s1ative de- panics, and quickly following our per.iods of pTosperit;y we have 
partment; .olle that will not allow a caucus to bind its mem- · ·had long bread lines in the cities, want and dish·ess in the rural 
!Jers; one that will call upon its members to stand foT i:ndhidual districts, tottering cred.it, and business failures. In a <'Ountry 
ODinions; ane that will maintain the independence ·of its mem- of matchless resources we have 'had woeful distress . .And while 
bers; one that will permit its members to stand e1·ect in their we have been going through these periods of panics wben loan 
God-gi'\'len 1·ights without coercion rund without cauens splints are unobtainable, when banks ba>e been compelled to refuse to 
upon their Jegs. ![Applause.] cash cbecks for moneys deposited witb tbem, when factories 

No Member shonld delegate his power ,of legislation to any nave been closed because they were unable to pay their hundsJ 
caucus. The ca11cns destroys individuality, it establishes when business enterprises have been curtailed, and the whole 
tyranny; 1t sacrifices the 'best legislative instrumentality, the country has passed throngb a period of entire bu juess sta~na­

·COn cience; it makes weaklings of its members. When our tion, we have seen across the water European .nations, lacking 
forefathers establi hed this GoY-e.rnment they ·supposed the me.m.- our T.esom'Ces, still keeping on the & ·en tenor of their ways, thei~· 
bership o-f this ibody would act independently of ·every influence banks continuing to perform tth.e functions 'for which they wei·e 
.and be guided ,only by conscience. They never su_pposed that intended. Why should we have acute financial panics wben 
tbe Members would trade, :barter, -0r «lickeT in ilegislattve matters. Eng1and, Germany, and France do not ha ye tbem? Formerly 
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these countries passed through severe- panics like ~mr own. It This is the system we are called upon to reform. How shall 
ought not to be difficult to trace the reason for the breaking we reform it? Nowhere, in my opinion, has the remedy been 
down of' our own currency and banking system at the ver~ more clearly set out than in the language of President Wilson 
times when it is most necessarv that it -be in good working order. in his currency message: 

When we compare our -eur'i·ency system with th:it of othe::: We mast have a currency not rigid as now, bat reaaily elaf'tically 
countries we- find it is less elastic. The amount of currency in responsive to sound creait, the expanding and contracting. credits of 
the country is the same whether there- is much need for- it or everyd~y- transactions, the normal ebb and flow of persona~ and cor-
11.ttle need fo· r it. It has been, for ins tance, estimated by finan- porate dealings Our ba.nlting laws must mobilize reserves; must not 

permit the .concentration anywhere· in a few hands of the monetary 
cial experts that we need $300.000,000 more- money in the fall re ources of tbe country, or their use foe speculative purpose in su.ch 
when- the crops of the country ltaYe to be moved tlrnn we do at voiume as to binder· or impede or stand in the way of other more legiti- -

f Y t th U "ted St t b m r mate~ more fruitful 11Ses. And the control of the system of banking 
other periods o the year. e e Ill a es as no 0 e and of issue which on-r new laws are to- set up mast be· pul.>lic, not pri-
money in the f a ll tfian at other seasons. Otfie1~ countries bn>e vate; mu t be vested in the Government itself, so that the banks may 
a more elastic currency. Why not we-? be the instruments., not the mastet"S, of business and of individual enter-

Bat a mere reform of our currency will not alone suffice. H prise: and initi!ttive. 
is estimated that 95 per cent of our business transactions· in this Tbe Glass. bill, I think, fDJJy carries out the purposes so 
country are carried on by means of bank checks, ~nd these bank clearly set forth by the President. It fills· also eYery require­
checks- perform the- fnnctionS' of" currency, falling down only in ment set forth in other words by Franklin l\'.Iac.Veagh, . late 
periods of panics, when they are not so- easily honored. Bank Secretary of the Treasurs, in his report to Congress on De­
checks. are alf that give any elasticity to om~ present system, but cember 4, WU, where he say : 
in times of stress there is a tremendous- fulling off l:Il the num- 'l'he principal requirements of a new banking and currency measure 
ber of checks passing through the banks, and the banks at the are that it shall prnvide a: practkal immunity from se.riou.s panics­
same time are hoarding currency so that there is nu immense such an imm-unity as is enjoyed by the othet· leading financial 
Contl·act1'on of ou·r medium of exchange. Tflrs. is wbat causes nations; that it shall- abolish the habitually recurrent orcUnauy 

stringencies in the mone.ir market, whieh- keep refations between tbe 
business stagnation:, with the- ensuing want, starvation, nnd bankers and the 1 ousiness men of the country almost continuously at 
ruin. There fs not money enough with which to do business. sixes an<f sevens; that it shall remeve the defects of ouc domestic . r ex:ehanges; that it shall enla.I'ge and ae.velop. the fac1littes of our 
Money beingr furnished the- business would go on in Lts nsua foreigru ex:changE!" system:; th·atr it shall p.roperly devel-0p. the discount 
manner. Renee, band in hand with n more elastic· CU'lTency market; that it shall whol~someiy assist in . regulrting the interest 
must go a better syst-em o.f banking, a system which should not rates ::rnd making· them- uniform throughout the country; thaf it 

Cause a Sudden Contraction in 'the amount of checks used. shall put. au end to. the· tendency which: fo:rces our banir balances 
into spec.nlative channels, and save. them for regular trade and 

Checks can not be used, however~ unless the users: h::rre- credits commerce. To meet. fhe case it is neces ary to have an elastic <mr­
in the banks on which they draw the checks-, and it is due to rency, available· reserves, and every necessary provision and. powe::-

. f lled d both to permit and to check: the exp:insfon of loans .. the fact that the banks in times o stress. are compe • tm er The new banking system will also have to provid~ with dis-
our present sys t-em. to contI·rrct these credlts that the volume tfnetn~ss and completeness ample banking_ facilitif!s for our foL"eign 
of exchange contracts so greatly and the wilole machinery of commerce-a commerce tbar wtth tbe prnper governmental encourage-
commer·ce is thrown out of gear. ment will be weuld wide and ·world varied. u-is idle to expect that we 

shall ever have a developed foreign commerce-without a develo1Jed foreign 
Our present system of national-bunk notes was devised with banking system. Oal'. pre ent system grew up in a period of isolation. 

the one purpose in view of selling Goverumen.t bonds nt a time We must provid~ too, and witaoat reservatlon, fot• a perfect 
4-J.... ""' t · .1 equality er p1·ivtlege. and opportunity between National and State 

when the United States w:rs in the uu·oes O.i, a grea ClVl war banks. State banks must ha..ve ewry advantage national banks have-; 
and the credit of the Government was at its lowest ebh. It was and national' banks must have every advantage State banks ha.ve. 
a makeshift for selling bonds to advantage. It is a surpTising And- tli:L-; equality can- not be- attained unless National and State 

thing "...,.at it shonld have: been allowed to stand for 50 years. In banks arc on the same· footing as: to txust-eompany hanking and a:s 
Lil to.- savings hank fu:nctlon-s. 

.that 50· years comm-erc.e ha;g. vastly expanded, and r think it wm 
be grunted that the more thlngs there are to be exchanged the· This is exnctly wbat the Glass bill does, · and the machinery 
more: need for money to facilitate that exehange Here-, then, is so simp.le and easy, and the hill fs founded on such scientific 
we nave a system which calls for the iSSUiing of more bonds principles that the orrfy wonder is. that it was n-0t evolved 
when more bank notes are needed, and a constant increase- fu sears. ago. · 
our debt, so thnt we may ha..ve more currency to meet the need!! Fass this bill and we shall have nE> more such panics as- in 
of our expanding commerce. It is no wonder that some spea.k- 1907 or in 1893. 
ers haTe- been misled into the statement that a pub.fie debt is a While the bil.1 in::rngnrute;s an entirely new system of hn.nking 
puoli.c. bJessiug. Under this system the more· prospe-rous the. . and cuFre-ney in: this country it will, I think, go· iRtcr effect witfi 
Nationc and hence the greater volume of currency needed to bat little· distmb"flnce- of bunking :fueilities~ While· as a: whoFe 
distribute that prosperity,. the greate1y debt needed, with the the- sy~em is new, tlie various: principles applied have been 
greater tax:rtion to meet the interest on that debt. Under this well worked eut in other countries. 
system also for the United States to pay off· its debt would sa The extra currency provided is perfectly safe. It is ba.sed 
i·educe the volume of currency as to cause business stagnation. : apan a one-third gold reserve and 100 per eent ot bank paper­
Long ago we should have- given up thfs- unscientific- system of commercial, industrial, or agrtcuitural paper. This paper is 
national-bank note: issues- a:n:d sought a better system. indorsed by the bank desiring the currency and is further 

In practice we now have a rigid currency system except that backed by the- entire as:se-ts of th~ Federal reserve bank, and 
periodkal-ly in times of stress,. when more currency is needed, payment iS' practically guaranteed by the Government. Thi-g fs 
it is sudd-enly and violently contracted, adding greatry to the: ex:actfy the same- eurreney as' that of which tl.Ie Re:ichsbank of 
evils of tbe time rrnd producing sever& finaneial panics. , Germany has outstanding $1,300,000,000. The Germ:rn cur" 

Under ow· present banking system a large part of our banking rency is backed by a: one-third reserve in gold and 100 per cent 
. resources find their way to the three central reserve· cities, New of banlr- asset8, Just as- this currency is secured. and tliis Ger­
York, Chicago,. and St. Louis, and mo.re especiaUy to New York~ ' mrrn currency h-us been in use· for years and is perfectly good. 
Fot· instance. the 4fr central reser'Ve banks in New York City France has asset currency, and it has been well said that whiFe 
had ·on deposit on September L 19--ll, $1.150~500· ()()(), much of tfie United States: greenbacks- or fiat currency \vent down to- 40 
which wa deposits of: b:lJlks in. other sectifms of the conn.try. cents on llie oollar when there was no quesUou that, whatever 
The banks of New YorkgatheL""up the:rese1T.eB"of the other tanks the results of' the· 0ivil War, that Government wauld survive, 
all over· the country a nd loan.. them out to a great extent in call the French asset CUJ:'l'ency· wns worth 100 cents on the dollar 
loans for WaJl Street gambling. Too much of the money of the when the trmnP' ()f. the German soldiery was heard in the- streets 
e:ountry needed by our expanding commerce is diverted to the . of Paris. 'I'he safety of this currency has been demonstrated 
use of .Wall Street speculators. Let the-re be a flurry on WalI in France and! Germany. Its elasticity is secured in this way: 
Street and a raise in interest on cull mcmey in New York and It is issued to a bank needing it when they present as mueh 
immediately all over the country there is a curtailing of Ieeal of their current paper to be rediseounted as-they can for in cm­
credit in_ the local banks and n shipment of greatex- reserves· to rency. All of i1le pap.er so- discounted matHres witllin 90 days, 
New York.. And the whole banking system of the country is be- and so within: 9(} days as much money will be back in the re­
coming more and more dependent upon the New York banks, scr serve banks us was issued in currency. If the· town to which 
that it has come about that om~ banking system is 1·eruly con- thl& currency was issued still needs mo.re currency the home 
trolled by. a few fi:nancfers in New York. And too often when. bank will present more pape1~ to· be. discotmted and thus secme 
olll' lDcal banks want money they find that the banks· of New . more currency for its ccmmunity, but the home bRnk wflli not 
York are also wanting money, and their rese.i:ves held tb.ere are- . pre ent pa:pe1T to the reserve bank fo.r redisconnt unless its co-m­
almost useless for the ~ being. Those who have fears of muntty needs mw·e money,. because the home bnnk discounts 
gQvernmental control of the banking system should remember local notes :for the interest it gets and will not redi-scount to th.e 
that we now have priTate- control. If the Glass bill does noth- · reserve: bank an-0. thus lose· part of this- interest unless it needs 
ing_ else, it completely emancipates the country bank from New more· money to . Joun outr Thu!Y is elasticity seclli'ed in the clH'­
York control. rency of each local community_and the volume of currency out-

.· 
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st:rnuiug expnnds and contrncts as the business needs of each 
cornmuuity require. • · 

The beunty of this currency lies largely in the fact that while 
it is thus a verfectly safe and sound currency, as good as gold, 
it has the merit of ex11auding or contracting the circulation in 
each community according to the neells of that community. Where 
there js special need of more currency, there it is forthcomfag. 
Wheu tllat need decrea es it automatically retires from circula­
tion. Thus, to again use the w·ords of the President, it is 
"readily, elastically respous h·e to sound credit, the expanding 
nml contracting credits of everyday h·an actions, the normal 
ebb and flow of personal and corporate dealings." 

The second requirement laid down by the President is that it 
must mobilize reserYes and that not in the hands of private in­
di·dduals or where it can be used for speculatile purposes. The 
Glass bill does this by the establishment of 12 regional reserrn 
banks. The a\erage paid-in capital of each of these banks will 
be oYei· $100,000,000, as each member bank must pay in 10 per 
cent of its capital stock. EYery national bank mu t become a 
member of a regional reserye l>ank or go out of business. Any 
State bank may become a member if it desires on the same 
terms as a national bank. The only depositors of the regional 
reserrn banks will be the member banks and the United States 
Government. The member banks are required to keep part of 
their reserves with their regional reserYe bank. It is this 
reserve bank which puts up the 33 per cent of gold to secure 
currency issue~. The reserves, instead of being widely scat­
tered or in the bands of prirnte financiers, where they may not 
be immediately forthcoming in times of stress, are mobilized in 
these semigoYernment banks, where the member banks can get 
immediate relief. Speculation is largely guarded against, as 
these re erve banks will not rediscount for their member banks 
IJaper secured by stocks and bonds, the usaal method of secur­
ing money for Wall Street gambling. The bank resenes are 
mobilized for immediate use. On them can be issued $3 of cur­
rency for every $1 in reseryes. 

This system increases the safety of banks. No bank can 
make any money and keep in its vaults money enongh to pay 
all its depositors if 'they all want their money within a short 
time. So as times get tight the banks haye been in the habit 
of loaning less and less money and hoarding up more of it to 
provide for emergencies, thus greatly increasing the very strin­
gency which has caused them alarm. In tight times each bank 
is looking out for itoelf and will not rediscount the paper of 
other banks in distress. In the Glass bill we have the regional 
reserve banks, • with means of putting out needed currency, 
formed for the very purpose of taking care of the local banks in 
time of stress, where they can quickly turn their good paper 
into money, and thus can safely loan out more of their deposits. 
Thus are the bank resenes mobilized for immediate use. When 
the regional i.·esene banks get in full operation the member 
banks will no longer fear runs upon them, and as the depositors 
will know that their deposits will be paid when wanted, there 
will be no runs on banks in this system. · 

This system has also made it perfectly safe to cut down the 
amount of resenes required to be kept. In the country banks, 
for instance, 15 per cent of the deposits are now required to be 
kept as reserve and can not thus be used. It is perfectly safe to 
cut tllis down to 12 per cent as the Glass bill does, because if 
more money is needed it is instantly obtainable. This cut 
of 3 per cent will release many millions of dollars for i;ise in 
commerce and production. While it is necessary that banks 
keep reserves, the money so kept is of no immediate value as a 
medium of exchange; like the money hoarded in stocking , it is 
kept out of circulation. 

The third requirement the President has laid down is that the 
control of the system of banking and issue of currency must be 
in the hands of the Government, and this is fully met in the 
Glass bill. The whole system is controlled by the Federal re­
serrn board, which consists of the· Secretary of the Treasury, 
the Secretary of Agriculture, the Comptroller of the Currency, 
and four members appointed by the President. These have con­
trol of the entire system. Each regional reserYe bank is man­
aged by nine directors, three namM by the Federal reserve 
board, three elected by the member banks, and three, who are 
not bank directors, elected by the member banks, subject to the 
confirmation of the Federal resene board. 

This is the part of the bill to which some bankers have raised 
objections, claiming that the bankers themselves should control 
or have part in naming the Federal reser·rn board. And yet 
this governp:Iental control is not a new thing. The direktori um 
(the president and directors) of the Reichsbank are appointed 
by the German Emperor, and the curatorium of the same bank 
consjsts of the chancellor of the Empire, the Prussian minister 
of finance, and three members appointed by the Bundesrath. 

Ban -ers, brokers, bill discounters, or director of other l>nnks 
are exclud~d from being elected directoi·s of llie Bank of Eng­
land; and while the Government does not select tlle directors 
of the Bank of England, the very class of men tbo e who object 
t-0 governmental appointment would select are excluded from the 
director hips in the Bank of England. I think it ought to be 
granted that the issue of currency should be entirely within 
governmental control, and I can see no rea on why these re­
serve banks, semipublic banks, and direct repositories of Gov­
ernment funds should not also be within that control. Cer­
tainly governmental control, with weekly reports and eyery­
thing in the light of day, is preferable to the present secret 
control, with no weekly reports, by pr~vate and interested 
financiers in New York Citv. 

I lack time to go into the many other improV"ements mnde 
in our banking system. I think. however, I have .:;aid enough 
to indicnte why f heartily faYOl' this bill. Among other things­

First. It prevents financial panics in the futme. 
Second. It furnishes each community with the volmne of 

currency that community needs. -
~'bird. It makes banking safer and has a tendency to stop 

t·uns on a bank. 
Fourth. It puts the bank resenes into use. 
Fifth. It puts the Government's receipts in use ns a . circu­

lating medium instead of retiring them from use, as at pre~ent. 
Sixth. It provides banking facilities for our foreign commerce, 

a branch of the bill into which I have ,not had time to go, but 
which is of great importance in this era of expanding foreign 
trade. 

Se\enth. It permits the Govemment to pay off its bonds with­
out contracting the currency. 

Eighth. It provides an elastic currency, automatically ex­
panding and contracting as business demands. 

Ninth. It emancipates the local banks from the conh·ol of 
other banks. 

Tenth. It provides money when needed to moYe the crops. 
Eleventh. It provides for the wants of agriculture, commei·ce, 

and industry in a medium of exchange. 
Twelfth. It will increase the prosperity of the United States 

and giye ndded stability to that prosperity. 
With the passage of the Underwood bill, which revises the 

tariff downward, which saves the consumer from the exactions 
of the protected manufacturer, and includes a graduated income 
tax, the fairest tax that can be levied, and with the pas~agc 
at this extra session of Congress of the beneficent Glass cur­
rency bill, the administration will have started out auspiciously 
in the first few months on its .career of constructive legislation. 
While in these two bills we ha.Ye gone far in keeping our prom­
ises to the people, the regular session will have many other 
problems of progressive and constructive legislation, and I aru 
confident that we will show the country that the Democracy hi 
committed to a safe, progressive, constructive course which "·ill 
add to the welfare of the people whom we serrn. [Loud ap­
plause.] 

Mr. GLASS. .Mr. Chairman, I yield 45 minutes to my <'Ol­
league from South Carolina [i\Ir. RAGSDALE]. 

[1\Ir. RAGSDALE addressed the committee. See Appendix:.] 
Mr. HAYES. I yield to llie gentleman from Penn ylvania 

[l\Ir. TEMPLE] 30 minutes. [Applause on the Ilepublican side.] 
Mr. TEMPLE, l\1r. Chairman and gentlemen, perhaps I shall 

not occupy the 30 minutes which have been yielded to me. ~Iy 
speech is not in manuscript and is therefore somewhat adjust­
able as to length. It partakes of some of the merits of the cur­
rency provided :for in this bill, in that it is elastic. 

Like others who have spoken, I regret very much that so 
important a measure as thi~ one, which is intended to reorganize 
the whole banking and currency system of the United States, 
should have been made a purely party measure, because the 
lines by which men might be separated into groups according to 
their differences of opinion on banking and currency questions 
would not at all coincide with party lines. There has been no 
alignment of the voters, nor even of the party leaders, for and 
against the principles underlying the present bill. On the ta.rift 
question the Republican Party and the Progressive Party are 
both in favor of protection. The Democratic Party is now push­
ing to its fin.al passage a bill ayowedly drawn without thought 
of protection. The tariff is, of course, a party issue. Not so 
the banking and currency quest!on. 

The principles involved in these subject~ of banking and cur­
rency have not been sufficiently discussed for the great mass of 
the people tc. reach conclusions as firmly fixed as theil· con· 
victions on the tariff, and there has been no separation into 
parties because of differences on this que tion. Of comse tbe 
Democratic Party has the power now, because of the binding 
authority of-the party caucus, to put through without the ajd of 
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. Republican or Hrogressi\e Congressmen the bill -now pending, Now, Jet us see as to the -control that the Federal reserve 
though it is :thoroughly ·uil.sn.tisfactory to .some of the .Democrats board .has in that ·matter. ' 
·who will .support .it . . we who are the Members of the two It controls the directorate of each Federal reserve bank, as 
minorities, if I may use .that .Janguage, have ' been told that our •wn::s ably _pointed out by the ~gentleman -from Ohio [Mr. FESS]. 
aid is:not needed and our suggestions are not wanted. Neverthe- 'l'he .Federal _reserve boa.rd eontrols six of the nine directors, 
.less J: shall ma-ke suggestions, and at the ;proper time offer who are removable at its ·will. An attempt was .made on the 
amendments to the bill, in the hope, like the gentleman ·who .bas ·floor of the House, in -l'EW!Y -to the gentleman from Ohio, - to 
just taken his-seat [Mr. RAGSDALE], that if ·tbey nre not passed . rsbow that there .was a limitation on the power of the Federal 
here they will be passed elsewhere, and I may po~sibly ·be able reserrn board. The power referred to is defined on page 9 of 
to -vote for the bill after a conference between the two Houses. the last print of the bill: 
If I choose to vote for the bill now, .I .shall do so in spite of the The Federal r.eser>e boa.rd shall have power at its discretion to re­
fact that it bas,been :made a _Democratic .measure; and ._if I :\ote move any director of class B in an.y .Federal reserve bank .if it ·shoulcl 
f 

· 11 I .D t b t b · appear at any time that Ruch director does not fairlv represent the 
or it, it wi not be ,because am a emocra , u ecause lil commercial, agricultural, or industrial interests cf his 'district. 

spite of .the .method by which it has been written ·and ·.So far An 
pushed along in the House it ba-s decided merit~ And .if I -vote attempt w,as made to show that limits had been placed on 
against the bill it will be because it has grave defects which this power of removal by applying to it the -terms found on 
threaten to interfere -with the safe working ··of a _plan which in page 23• by which the F.ederal reserrn board is given power to 

suspend officials, as follows: 
many respects is in .harmony at once ·with sound economic (,f) ·To suspend the officials of Federal reserve banks and, for cause 
theory ·and with the .banking -experienee -of the world. stated in .writing. with opportunity of hearing, require the t·emoval of 

The notes that ar-e to be i sued under this 1 bill are in their said offidals for incompeten"y, dereliction or duty, tra11d, or deceit such 
nature essentially bank notes. They, in the honest language r_emoval to be subject to approval by the .President of the United s'tates. 
of the first draft of the bill, purport on their face to be obli- · This limitation applies only to ·the power to remove officials. 
gations of the United States Government. That phrase, " _pm·- Direc~ors may be removed -ut the discretion of ·the board. Di­
port on their faee," has since been stricken out, but it contains rectors are .not spoken of as bank officials in common -speech 
a deal of truth. They do ·pu~·port to be obligations of the United nor in this bill. The ·di-stine:tion between the two is observed 
·States, and in the last resort they .are; but, .nevertheless, the .on page 20 ,_of the bill, ·where itJs provided that no member of 
whole natlll'e of the Federal resen-e currency is that of bank the .Federal· reserve board shall be 3.Il officer or a director. 
notes. They are two separate classes. 

Mr. UURDOCK. Will the gentleman yield 1 MT. FESS. Will the genUeman yield .for a question? 
Mr. TEMPLE. .Certainly. Mr. TEMPLE. -Yes. 
l\fr. MURDOCK. The gentleman realizes that the notes are Mr. F.ESS. Can the Federal board remove one of these three 

redeemable by the Government? without ·cause? 
Mr. TEMPLE. ·Redeemable by the Government if there is no Mr. TE.i\fPLE. The ..gentleman refers •to directars of class .B? 

other redemption. .ffitimately the ·obligation falls on the I should think not ·Without cause. The bill says that · the Fed­
Government, ,but _primarily on the banks. r:rhey are issued by eral reserve board shall have power, at its discretion, to remove 
.the .ban-ks in tne 01·dinary business of commercial bankirrg. any director of class B in any Federal reserve bank, if it 
They are based on rediscounted short-time commercial paper, should ap_pear at any time that such ·director does not fairly 
and they are safeguru·ded by a fixed reserve of gold or lawful represent the commercial, agricultural, or industrial interests 
money and would be much better if the .reserve were gold alone. of bis district. 

Uni.Ike ·Government paper, and nnlike the bank notes issued Mr . .FESS. Then, .in its discretion, the cause would be deter-
under ·the existing .system, the period during which a given note mined by the removing power? 
will -circulate-that is, the life of the ·note-will probably be l\Ir. TEMPLE. It seems so to me. 
short. These noteB ha:v-e all the marks and chm·acteristics of bank .Mr. FESS. Now, another question. Will the _party removed 
.notes; th~y are bank notes; but the bank that i.ssues them is the under ·the .provisions of the bill .h-a rn an appeal to any power? 
Government of the United States. The Government is creating Mr. TEMPLE. I .do not find in the bill any provision for 

:a great central bank of 1issue with 12 branches; its -capital is any appeal at all. 
furnished by _private per.sons who pay all the expenses, ·C.'lrry .Mr. FESS. In other words, the Federal board does control 
·all ·the risks, bear all the losses, and enjoy n _:portion of the the local directors ·? 
profi~. -But ·the management of the bank and .of the 12 Federal .Mr. TEMPLE. So it seems to me; absolutely . 
.reserrn bank branches is in the hands of the Government. lU-r. PHELAN. ;wm the gentleman yield just ·for ·a remar~? 

,Let us see. The management and control of -e::ich of .the 1Fed- l\.lr. TEMPLE. -Yes. 
eral reserve banks is supposed to be in the bands of a board of l\Ir. PHELAN. Just for the pm.~pose of clearing that thing up. 
nine local directors. How are these ·nine directors elected? The Even if these men are removed, the reelection is still made by 
first three, class .A, .are elected in a peculi:n· manner. ..An insti- the bank. !J:'be gentleman understands that, does he not, that 
tution somewhat corresponding to an electoral ·college .has been the election cf their ··successors to fill the vacancies are by the 

,devised. All the banks in . the dish·ict that enter i:his system are banks? · 
divided into .three groups which ~shall be equal in number, and l\Ir. TEl\IPLE. Yes; but the gentleman does not mean to sny 
the banks in ·each groUJl are to be, as nearly as may be, equal in tlmt they will elect the- same men? 
.capitalization. A practical way to ·arrive at the .grouping would l\Ir. PHELAN. !I do _nat mean to say that, but they are not 
be to make a complete list of all the banks of the-di-strict, at the controlled by the Federal reserve board when the banks elect 
top the one with the highest capitalization, say twenty-fi~e mil- these members ·of the Federal re.serve bank. 
lions in the -case of the 'New York district, and then running Mr. TEMPLE. It seems to .me the power of .im}leachment 
down to the banks of $25,000 in the small country towns. is sometime-s greater than the po" er to elect. -

The banks ·would be arranged in the whole list :tccording to l\ir. FESS. I would like to ask the gentleman from Massa-
the amount of th-eir capitalization. Then that list may be cut cbusett-s whether ·the same power of .removal of directors would 
into three ·sections, each cont.aini~ an egual 'Ilumber of banks. not be able to remove the:reelect-ed directors? 
The banks of ,the highest capitalization would be .in the first l\lr. PHELAN. I think so; but I think it is -ridiculous to 
section, and those .of the medium capitalization in ,the second, assume that they are going through that process indefinitely. 
and in the third section would be the banks of smaller capi- Mr. FESS. It is ridiculous to see the influence that is now 
talization. Each bank selects one of its own directors to be pressing certain legislation through .here. 
·a member .of .what I have called an -electoral college. .The .Mr. TEMPLE. If it _is a ridiculous process, why should the 
electors thus chosen ior each group will e1ect one director for .'bill confer upon _this .board the IJOW.er to go--
the Fedei:al reserve bank, so that ·on-e dh'ector will _represent the Mr. PHELAN. I did not say that it was a ridiculous 
large banks, one the medium banks, and one the small banks. .process. 
These three ,men are to be class .A directors of the Federal re- Mr. TEMPLE. I Jnis1mderstood the gentleman. 
sene bank of the ·district. The directors of ·class B, three in Mr. PHELAN. I said it was a ridiculous assumption that 
·number, are .to be elected by the same electoral coll~ge, but must any Federal reserve .board-J: do .not care whether they are 
not be bank directors or officials. They are to be business .men all Republicans-would .keep on removing men from office un­
rep1·esenting the commercial, industrial, and :agricultural .filter- less there .was a good .reason why men should be ..removed from 

· ests of •the district. The three directors of ·class ~B may .be re- office. 
:moved at the discretion of the Eederal reserve board. .Mr . . TEMPLE. W--ell, the supposi.tion might be -that they 

'.Che .Federal .reserre board elects :the remaining three di- .would be mostly Democrats. [Laughter on the Republican 
rectors, one of whom is to be chairman of the board, president side.] 
of the Federal reserve bank, and Federal .reserve agent 'for that Now, the prerogatives of the Federal reserve board, .if .we 

. clistrict. . - outline ·its powers, mentioning only those that are greatest and 
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most important. nre these: They may choose three of the 
directors, one of whom is to be p ·esident of the bank or chair­
m:rn of the board. who is to be also the Federal reserve agent 
and act as the official representative of the Fe(leral board for 
performing the functions 1:onferred upon the board by the net. 
He is appointed by the board, and his salary is fixed by the 
board and paid by the bank. He may be dismissed by the Fed­
eral reserye board at pleasure and without notice. That is the 
language of the bill. 

l\Ir. l\IURDOCK. Mr. Chairman, may I ask the gentleman a 
question? 

The CHAIRMAN. Does the gentleman yield? 
Mr. TE.~1PLE. Yes. 
~Ir. MURDOCK. In the study of this plan of organization 

did it not appeal to the gentleman that this Federal reserve 
agent would be a man of tremendous power? 

Ir. TE~IPLE. Unquestionably. Now, the Federal reserve 
board has also power to suspend the officials of Federal reserve 
banks, apparently without notice. Bnt it ca:n not require their 
permanent dismis~al without cause, stated in wdting, with op­
portunity for hearing, and the removal can not be made final 
without the approval of the President. 

The whole working machinery of the 12 reserYe banks, includ­
ing the president and 6 out of 9 directors and all of the officials, 
are under the control of the Federa 1 resene board. 

It is uot too much to say, then, that the real directors of these 
12 reser•e bnnks are the 7 men of the Federal reserve board. 
'.fhe real bank is in Washington, and the 12 institutions afore­
said in the 12 Federal reserye districts are merely branches. 

But, still further, in otber matters besides the organization of 
tile bank, the Federal reserve board has great powers. It has 
the power each week to determine the rate of discount which 
each Federal rese1Te bank may charge. 

Mr. PHELAN. Ur. Chnirman, will the gentleman yield? 
The CHAIRMAN. Does the gentleman yield? 
l\Ir. TE~IPLE. Yes. 
Mr. PHELAN. I under tood the gentleman to say that the 

Federal reserve board had the power to state each' week the 
rate of discount that the Federal reserve board should charge. 

Mr. TE.MPLE. I said they had the power to determine. 
l\Ir. PHELAN. That is better. 
.Mr. TE~IPLE. That is the language I used. The Federal 

reserve board has the power to determine the rate of discount. 
'£he point is this: Each Federal reserve bank suggests the rate. 
but it is subject to . review ancl determination by the Federal 
reser-re board. The final power lies with the Federal reserve 
bonrd. 

The same Federal reserye borird may permit or require any 
Federal reserve bank to rediscount the discounted paper of 
any other .Federal resene bank, subject to an interest charge 
from 1 to 3 per cent higher than the rates of interest prerniling 
h1 either of the districts concerned. This provision alone brings 
out the character of the Federal reserve board as the real board 
of directors of a central bank, having control oyer the reserves 
and the ca pita I of the 12 brunches, and making the reserve~ 
and capital of all available at any one place to be used in re­
discpunting by any one branch. 

l\Ir. HARDY. Mr. Chairman, will tlie gentleman yield? 
The CHAIR~1A.N: Does the gentleman yield? 
l\fr. TEMPLE. Certainly. 
~fr. HARDY. Does not the gentleman feel that if one of 

these directors or officers of this Federal reserve board shonld 
suddenly and unexpectedly proYe corrupt or should otherwis~ 
endanger the safety and welfare of the bank there should be 
some power Yested somewhere having the right to iust'lntane· 
ously dismiss him and take over that property? 

l\Ir: TE:\IPLE. I can hardly see how it coul<l instantaneously 
appear that they are corrupt. 

i\Ir. HARDY. True. But suppose it should deYelop that a 
r eser>e agent, for instance, is a corrupt mnn. The authority 
to remoYe bim at once ought to exist somewhere, ought it not? 
And it would be very cumbrous to require--

Mr. TEMPLE. The power to remove such a man as soon as 
the chnrges can be prowd against him ought to exist somewhere. 

l\Ir. HARDY. And to suspend him while he is under inyesti­
gation, ought it not? 

i\Ir. TE:\IPLE. With certain safeguards, I should say yes. 
Mr. HARDY. That power that is lodgerl in this reserve 

board, most of it at least, ought to be lodged somewhere, ought 
it not? 

l\Ir. TEl\IPLE. Certninly tllat 11ower ought to be lodged 
somewhere. It ·is lod~ed somewhere under the present system. 
What I complain of is that so many powers are lodged in the 
same plllce. 

Ur. HARDY. Could that particular iiower be lodged any~ 
where else? 

l\Ir. TEMPLE. It is ·now: We have no Federal reserve board 
and we have the means of correcting the~e things. 

l\Ir. HA.RDY. You have it practically lodge<l. iu the Coliip­
trolJer of the Currency, who is one man instead of seven. 

l\Ir. TE~IPLE. In certain extreme cases that is true. Gen­
erally the OomptrolJer of the Currency allows the bank to close 
or to get into such a condition that it has to be closed. 

Mr. HARDY. l\Iy recollection is that he just sends down 
there and closes it. 

Mr. TfilfPLE. After the banks in the neighborhood have 
wondered for some time why he did not do it before. There is 
generally good evidence on which to act before he acts. 

Mr. HARDY. It is not done any too soon. 
Mr. TE:i:\IPLE. · The Federal resene board nlso determines 

how the deposits of the United States Treasury shall be dis­
tributed. 

Ur. SLOAN. Is it not the gentleman's opinion that these 
remoynls, summary if need be, ought to be for cause, a.nd not 
upon discretion? That is tbe point that seems to divide the 
gentleman speaking and the gentleman from Texas [Mr. HABDY]. 
It .seems to me the removal ought to be for cause. and not upon 
discretion. 

.l\fr. TEMPLE. That is not what I think is the ground of com­
plaint against the bill. What I complain of is that so many 
powers are lodged in one place and that the 12 banks are bound 
together in one system so closely that they become practically 
one institution. 

l\Ir. HARDY. I understand the question of discretion :ind 
without cause applies directly to the directors of class B; but 
as to these others,. as a general thing, tllere must be some en use. 

Mr. TE~IPLE. Except in the case of the most important of 
all, the chairman of the board, who is president of the bank. He 
may be dismi sed at the discretion of the board and without notice. 

Mr. HARDY. He is the agent. and he being so important, if 
you waited for time for investigation, and gaye no rigbt of 
suspension or dismissal in the meantime, might you not lock 
the stable after the horse was out? 

Ur. TEMPLE. Very likely; but my remedy for that woulcl be 
not to lodge so many powers i11 this agent of the Federal resene 
board. He is the agent of the Federal reserve board for perform­
ing all its functions in tbe district. He is the president of the bank 
and one of tbe three directors appointed by the Federal resen·e 
board. He holds many offices iu one, and he may be remoYed 
from a11 of tllem at the pleasure of e board and with out 
notice, all of which emphasizes the point I am trying to bring 
out. that the Federal reserve board has almost absolute power 
'>Ver the control of the 12 Federal rese1Te banks. 

Mr. MURDOCK. l\Iay I suggest to tlle gentleman that if 
this system shoul<l proye vicious and sinister influences . should 
be exercised by the Federal reserve board, this powerful agent 
in the district would naturally become subsenient to this Fed­
eral reserve board. 

l\Ir. TEMPLE. He would have to be. 
Mr. HARDY. l\Iay I ask one more que ti on? 
l\lr. TE~IPLE. Certainly. 
l\Ir. HARDY. Inasmuch as these powers seem to be neces­

sary to be exercised somewhere, has the gentleman any sugges­
tion to make in each case, as to where he would lodge each one 
of these powers which he objects to putting in the hands of the 
reserye board? 

Mr. TE~IPLE. I do not object to the powers severally, but 
they are united in one control. I object to the union of those 
powers. 

Ir. GLA.SS. l\fay I ask the gentleman to suggest again what 
great powers the Federal reserrn agent has? 

1\Ir. MURDOCK. I will .. say to the gentleman from_ Virginia 
tllat my understanding is he has the power to pass upon all the 
commercial paper which is passed up to him, for which Gov­
ernment money is to be exchanged. 

Mr. GLASS. 'The board of directors of tbe Federal reserve 
bank passes upon the paper originally. The agent of the Fed­
eral resene board, of course, must determine whether the pnper 
to be segregated for Federal reserve notes is the right sort of 
paper. 

l\Ir. ~mRDOCK. That is my understanding, and that is why 
I say he has trei;nendous power as :rn individual. 
. Mr. GLASS. It is not a power at all. It is a function 
that is performed. 

l\Ir . .l\IURDOCK. His veto power would be practically final. 
Mr. GLASS. He has no veto power. He is simply to report 

the result of llis investigation and gile his opinfon. that is all. 
It is not a question of power, it is a question of judgment and 
service. 

Mr. ·TE~IPLE. I was about to call attention to the fact that 
the Federal reserve board determines where the deposits of tbe 
United States Treasury shall be placed, how they shall be ap-
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portioned among the 12 banks: It practically controls the ap­
portionment of all the money in the general fund of the Treasury 
among the Federal reserve banks. That fund is to-day 
$291,000,000. The Federal reserve board may remove any part 
of it from one of the 12 branches to another, according to its 
own pleasure, being guided by the somewhat ·rngue and general 
statement that in apportioning it attention must be paid to the 

. commercial interests of the country. 
l\Ir. PEPPER. Will the gentleman yield? 
Mr. TEMPLE: I will. 
Mr. PEPPER. I would like to inquire wbere that similar 

power is ·lodged now? 
Mr. TEMPLE. I believe with the Secretary of the Treasury, 

who has recently demonst rated it by depositing a certain 
$50,000,000 in different banks of the country. 

l\Ir. PEPPER ~rhe power is lodged in one man? 
:Mr. TE~lPLE. I fuink so. l\Iost of these powers are ~xer­

cised somewhere, but you propose to combine them all in one 
place. That is the objection. It is the accumulation of power 
thn.t makes this Federal reserve board dangerous. We b2lieve 
in the distribution of the power in order that if anyone in whom 
power is vested should abuse it he will not be able to abuse all 
the other powers at the same time. 

Of course, the Federal reserve board bas power finally to de-
cide the question as to the issue of bank notes. · 

Mr. PEPPER. Will the gentleman yield again? 
l\Ir. '.rEl\fPLE. With pleasure. 
Mr. PEPPER. I have been Yery much interested in the gen­

tleman's criticism of the bill, and the concentration of the great 
many powers in the hands--

1\Ir. TEMPLE. '.rhere are more to come. 
l\lr. PEPPER. I would be glad to know if the gentleman has 

any suggestion as to how these powers might be distributed or 
divided up, or decentralized, as he suggests. 

Mr. TEl\lPLE. I confess my inability in 5 or 10 minutes 
to outline a substitute for a bill which has taken the Demo- · 
cratic Party so long to make, for the party has been at work 
upon it ever since it had an idea of getting into power. 

Mr. PEPPER. I would like to ask the gentleman if he kuows 
of any other officer or any other body of the Government where 
some of these powers might be lodged? 

l\lr. TEMPLE. Not without rewriting a considerable portion 
of the bill. . 

Mr. PEPPER. Has your party formulated any bill where 
the views that the gentleman expresses have been carried out? 

Mr. TEMPLE. 'l'he ideas that I have expressed are mostly 
criticism of the present bill. 

Mr. MURDOCK. Will the gentleman yield? 
1\Ir. TEMPLE. Yes. 
l\Ir. ~ffiRDOCK. I want to say we will do it, if we do it, in 

011en caucus. 
~fr. BARTLETT. The gentleman's party will never do it at all. 
l\Ir. MURDOCK. When our party does do it, we will not do 

it behind closed doors. 
l\lr. KELLEY of Micb;igan. Will the gentleman yield? 
l\lr. TEMPLE. Yes. 
Mr. KELLEY of :Michigan. From what I haT"e read in the 

newspapers, I take it that a great many who favor the Aldrich 
bill seem to be opposed to this bill. From what the gentleman 
says as to the apportioning of this board, it seems to me that 
this is practically the .Aldrich bill. I would like to know what 
the opinion of the gentleman is on that point. 

l\lr. TEMPLE. I think it is undoubtedly true. that a great 
many features of this bill--

Mr. KELLEY of Michigan. The gentleman said that it is 
practicaJly a centrnl bank with 12 branches. 

Mr. TEMPLE. Yes; but it is altogether a different type of 
central bank from that in the Aldrich bill. · At least I do not 
find any very close similarity between the central bank in the 
Aldrich bill and the central bank of this bill. 

l\lr. GLASS. If the gentleman from Pennsylvania will par­
don me, I want .to say tha t the gentleman is so fair in his re­
sponse to my friend from l\Iichigan that I would be willing to 
trust him behind closed doors. [Laughter.] 

Mr. TEMPLE. I am highly complimented by the gentleman 
from Virginia. 

Now, I would like to repeat that these powers which the 
Federal reserve board has over the Government deposits are so 
extensive and so minute, and unite the 12 banks so completely 
in one organization that it is hardly possible to describe the 
real nature of the Federal reserve board otherwise than by 
saying it is actually a board of directors of one central bank 
operating through 12 branches. It is a. new type of central bank, 
but possesses most of the characteristics, many of the advan­
tages :ind some of the disadvantages of other central -banks, 
together ''Hh some disadYantages which are peculiarly its own. 

One of these is found in the fact that while it is intended to 
be under Government control it is rea11y under party control. 
'.rhe Secretary of the Treasury and at least two of the four 
appointive members of this board will be of one party. We 
may suppose that if this bill goes into effect within the next 
few months there will be four Democrats on the board. There 
is to be a Comptroller of the Currency appointed before \ery 
long, who will probably be another Democrat- -

1\Ir. BARTLETT. He ought to be. 
Mr. TEl\IPLE. The gentleman's hopes will probably be real­

i~ed. The Secretary of Agriculture and the Secreta ry of the 
Treasury will make five Democratic members on this board 
when the banks start off--

The CHAIRMAN. The time of the gentleman has expired. 
Mr. GLASS. I yield 10 minutes to my colleague [Ur. BRTJM­

BACGH] . 

Mr. BRUMBAUGH. Mr. Chairman and gentlemen of the 
House of Representatives ever since, e>en before, the estab­
lishment of our Natjonal Gon~rnment down to the present time 
the kind and character, the legal requirements, and the amount 
of our circulating medium, or, in other . words, the currency 
question, has been recognized by thoughtful men as one of the 
most intricate problems, as well as one of the most essential 
problems, affecting the happiness and prosperity of the people 
with wbich the Congress of the United Sta tes has had to deal. 

If, as so often stated, the circulation medium is the lifeblood 
of the Nation, then a . brief review of the history of the growth 
and development of :financial legislation in the United States I 
take it, may well arrest our attention, invite our stud:v. a~d 
justify a few moments of the valuable time of this great legis­
lative body. 
. l\Ir. Chairn;ian, as indicated, I desire briefly, on account of the 
tl~e at my d1spos~, to review the history of past financial legis­
lation by the Congress of the United States, concluding, if I may, 
by comparing the financial legislation of the past as to its im­
portance and T"alue in meeting the needs of the people with this 
great constructive financial bill which now absorbs the earnest 
attention of the Congress and the entire country. 
. It m_ny be we11 to observe in passing that the currency ques­
t~on will neyer be an absolutely settled question. No currency 
bill eve~· written ever did or will contain the very last word on 
the subJect_. In a sense the currency question will always be an 
open question, because new occasions teach new duties, new de­
velopments will present new conditions; and that currency bill 
would seem to be best that best meets the people's needs of the 
present with reasonable safeguards for a reasonable fntnre. 
That is as f3.1.· as human wisdom in the past has ever been 
~ble to go or will be able to go at this present time. In fact. it 
is not demanded or expected of us,. nor is it within the power 
of any body of men, however learned or wise. to perfect a cur­
rency bill for all time to come. It is for us rather. if we may, 
I_>y ~onest, intelligent efforts to pass a bill which, in fairness and 
Justice to all the people-rich and poor alike-will meet the 
needs and requirements of all the people of to-day, blending into 
a reasonable future of the development of our national life. 
TH.El CO~STRUCTIO~ - OF A cunnE~CY l\IEASUIIE HAS ALWAYS BEE~ -~ 

DIFFICULT PROBLEM TO LEGISLATE UPO~. 

Every student of history knows that our financial problem Js 
older even than the United States Government itself· and to 
discuss it from the beginning you must go back be;ond the 
very formation of the Federal Government, in fact back beyond 
the Government even under the old Articles of Confederation 
u_nder which we first existed as a Nation before the inaugura~ 
hon of Washington as President. · 

Every student of history knows also that the financial prob-. 
lem has always been a very difficult pro~le~ to legislate upon_. 

DIFFICULTIES ENCOUNTERED I~ A.LL FINANCIAL LEGISLATIO:N. 

The difficulties encountered in framing a great constructive 
currency measure, like the present currency bill now before us 
may be appreciated when we recall the great difficulties sur~ 
rounding financial legislation in the past, even at the very 
beginning of our · history and all through our history to the 
present time. . 

It was the currency question, or :financial problem, that 
almost entirely prevented the union of the thirteen original Col­
onies-after a long war for independence-under the old Arti­
cles of Confederation. 

It was the currency problem that caused the downfall of the 
Government under the old Articles of Confederation, and the 
same question almost prevented the States from uniting under 
the Constitut ion of the United States; and it was the opinion 
of so great a statesman as Senator Hayne. who matched elo· 
quence with the great Webster in the world's most memorable 
debate, that · it was the currency and ta r iff questions finally 
getting tangled up with the slavery question tllat wade thH 
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·slavery ~uestion n dangerous national question, leading finally 
to the great conflict between the States. 

It hns been a 'hard problem to ·1egislate upon in :the past, anft 
it is a ·hard problem we are grappling with to-day, ·because i:he · 
effect of legislation on this problem -reaches the .. ,ery center of 
the self-interests of the individual man. / 

1\Iay I here digress to congratulate Congress -and the country 
that we have been able to approach thi:B great constructive 
financial problem this time with a calmer, cooler deliberation 
than has ever marked the consideration of any slmilar gr~at 
constructive financial pro!Jlem in the past. 

BBIEF REHEW OF PAST FINANCIAL LEGISLA.TIO~. 

I innte your attention to a necessarily brief review of past 
financial legislation in the United States, because ·r belieye a 
glance at the past may prove beneficial, for by the lights of the 
past we are sometimes the better enabled to .read the needs of 
the present and future. 

THE NA.TIOX'S FIRST FI.-ANCIAL PROBLEli-THE CURRENCY QGfil?TIO~ 
UNDEn 'rHE ARTICLES OF COXFEDERATION. 

Our first experience as a nation with the currency .Problem is 
both interesting and instructive. 

Our first financial ·problem grew out of our debt contracted by 
the cost of the Revolutionary War. lt was the price of a 
nation's freedom. When the Revolutionary War ceased, upon 
the surrender of Cornwallis, there was no organized national 
government other than that exercised by the Second Continental 
Congress, by the consent of the Colonies represent~ therein. 

This great war Congress gave us the Declaration of Inde­
pendence and managed the Government during tile Revolution­
ary War. When the war ceased the people recognized the 
necessity of some form of organized united _go'\=ernment be­
tween the Colonie . 

The people of -the thirteen original Colonies,. after four ye:;rs 
of ·hesitation, discu sion, and internal turmoil, together _Wlth 
great interstate jea1ousies, finally set u_p a fo_rm of national 
government under a constitution called the Articles of Confed­
eration. 

Under this form of government six different men held the 
highest office in the gift of the people, corres_pondii;ig to the 
rr:esidency, before Washington was 'inaugurated Pres1aent. 

Under the Articles of Confederation each -State was left free 
to Tegulate its own .financial affairs. 

The Government under -the Articles of Confederation was a 
weak, loose union of thirteen sovereign States lar:gely made so by 
the currency of that day. 'This Government finally broke down 
in utter collapse caused by the curren~y question of that day. 
This occurred in the following manner: At !:he ~lose of the Rev­
olutionary War our national debt amounted to about $35,000,000. 
This debt was of three h'.inds : 

First. Foreign debt. . 
Second. The domestic debt-registered and unregistered. 
Thiro. The State debt. 
The foreign debt represented loans made to us by foreign 

nations. · 
The dome tic debt represented the debt contracted by the 

war Congre s in behalf of all the Colonies. 
The State debt was the debt contracted by the individual 

ta tes as such. 
The fatal .weakness in the Government under the Articles nf 

Confederation was in it-s financial policy, or, to ,be more exact, 
in .its entire absence of any financial policy. Congress or the 
1Go\ernment could recommend anything ·it desired to .the States, 
but had no power to enforce its recommendations. 'The Gov­
ernment could not induce or compel the States to collect and 
pay to the Government -enough to keep the interest ·paid 011 

the debt. . 
During the entire life of the Government under the Articles 

of Confederation the Government never was able to pay one 
doUar on the principal ana was onJy able to pay $5;000,000 on 
the interest. 

·From 1786 to 1789 the unpaid interest on the national debt 
had nm up to over $18,000,000. 

In response to the appeal of the Government some of the 
States paid their quota, some paid part, and some never paid 
anything. Finally, in 1789 the collapse came. We had bor­
Towed from every foreign nation that. would loan us anything. 
We had never paid one dollar on the principal of the debt, and 
the debt stood against us over $18,000,000 of ·unpaid interest. 

'1Th.e ~ederul Go\ernment -was powerless to en'fo:rce any pa~­
ment from 'the mates except 08£ they wished Ito Tespond. Our 
credit .ns n Nation was ·gone and ·our natidnal ·Clebt had run 
'from '.$35,000;000 to u-ver 79,000,000. Wa-shingten ·@o'ke ·of the 
Government ns a mere -shadow without ·any s ubstance o'f au­
>thurity. -rrire necessity of n -filfferent form ·of :government was 
apparent to an, an<l 4-be Nrrtion pro~eeded to "' ·mar k time" 

during this critical period as we passed from the Goyernment 
under -the Articles of °Corrfederation to the Government under 
the Constitution of the United States under which we exist 
to-day. 

.YINA-XCIA.L LEGISLATIO~ l;XDER THE COXSTITUTIOX. 

it wns in this national chaotic financial condition of the 
country that the delegates met in convention in Philadelphia 
May 25, 17 7, to saYe the wrecked Union and to formulate a 
stronger union of tht! States nnd to .frame our National Con­
stitution. 

FIXAX'CIAL COXTnonrasrns' IX COXSTITUTIOXAL CO~-VEXTfOX. 
It was the financial problem of that dny that bad almost Jire­

vented a union of any kind under the Articles of Confederation. 
It was the financial problem that finally broke down in utter 
collapse the Government under the Articles of Confederation ; 
and the same Jiard financial ,problem immediately thrust tt elf 
upon this con-yention and threatened for a long time to prevent 
a union under the Constitution of the United States. The tur­
moil of the discussion of this problem O'ave rise to the fir t 
well-defined political parties in this country, and thi same 
.financial problem Js responsible for tile location of this National 
Capitol Building on this hill in which we sit to-day. 

It was perfectly plain to all that a ..nation could not be ·built 
or exist that had no .financial credit with the nations of the 
world and that was unable or unwilling to meet and pay its 
debts contracted by the war that .gave that .nation Jts inde­
pendence. The first concern, therefore, of the ·convention called 
to frame the new Constitution for the -United States was what 
to do with and how to proyide for the payment of our national 
debt. 

The national debt as p1·esentec1 to the con--vention amounted to 
$79,124,463, and was as _follows : 

First. Foreign debt, $11, 710,378, ma.de up as follows : 
Loan borrowed from tlle Court of F.rance ; 
Lo-an borrowed from private lenders in Holland; 
Loan boITowed from private lenders in Spain; 
Unpaid interest on foreign debt, $1,uOO 000. 
Second. 'Domestic debt, .registered and unregisterecl, $42,-

414,085, made up us follows : 
Debt contracted by Congress in behalf of all the Colonies 

during the Ilevolutionai:y War; 
Two million dollars allow-ed and unpaid private claims; 
Total unpaid interest on foreign nnd dome tic debt, $18,-

000 000. 
Third. State debt conh·acted by individual States or Colonies 

as such during the Ilernlutionary War, $25,000.000. . 
As remarked bef01·e, the Go>ernment had never been able to 

pay one dollar of the debt and the unpaid interest on the debt 
had run u_p to over $18,000,000. 

In regard to the foreign debt there was no division of opin­
ion. All .agreed that it must be paid in the exact terms of the 
contract. The discussion and consideration of the domestic and 
State debts divided the convention for a 10110' while inte two hos­
tile parties. A large part of the cer:tificates of the domestic debt 
had passed from the original holders into the hands of specu­
lators, who had purchased the same at a low rate for future 
speculation. 

DIUSIQ)i L.~ CO~STITGTIO:X.\.L CO ·n:NTION ABOUT .PA.YMEXT OF DEBT. 

One party of the conyention held that as the certificates of 
the domestic debt had been purchased at a nominal sum for the 
purpose of speculation, now that it wa~ proposed that the Gov­
ernment assume 'them, it should not be paid at par, but that the 
holders should be paid the highest market -price and interest, 
and in the event ·that the cerificates were paid in full the in­
crease of the same should be paid to the original holders 
thereof. This was the proposition -proposed by James Madison 
to the convention. 

The other party, led by Alexander Hamilton, contended for 
payment of principal and interest in full to the present holdel'S 
of the certificates, and their argument was as follows: 

That ·public credit and faith was essential to the new Govern­
ment, and that there was no other way of building up public 
credit and faith in ·the new Government than b_y the faithful 
payment of public debts. 

The Government had promised to pay the holders or assignees, 
and that the assignee stood in the place of the original 'ho1der. 

While the -assignee, or s_pecnlator, had purchased at a low rate, 
.he also nad taken the risk tif giving gooa money 'for uncertain 
promi es, which might or rmight 'Ilet be kept, and that 'he had 
ttherel¥y given 'his ·support 11Ild ·shown bis 'faith in the new Gov .. 
-ernment and :sa"Ved it 'from collapse at the very beginning. 

'~lhe other party answered this 'B.rgument as follaws : 
These .q;peculators .had not as a rule risked their 1ives as 

.-so1ffiers to win our indepenaence. 
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That the establishment of a free government for them that 
made payment at all possible was a sufficient reason for a 
smaller payment that should represent the original loan plus 
part of the increase. 

That even an exact justice demanded that, should the Govern­
ment pay principle and interest in full, the original holder 
should receiye part of the increase as well as the speculator. 

DIVI SIO:N" OVER THE STATE DEBT. 

In considering the State debt this question arose: Should 
eacll State pay its own State debt or should the entire debt of 
all the States be assumed by the Federal Government? This 
was a very serious and hard problem, and threatened for a long 
while the existence of the convention. Finally it was agreed 
that, as the Stnte debt of the various States had been con­
tracted for the general good, it would be best to bave the Gen­
eral Government assume the entire State debt undel.· a system 
of taxation that should apply equally to all the States. 

THE GE~ERAL QUESTIO~ OF ASSUlliI'TIO~. 

The great debates in the Constitutional Convention show that 
the question of the assumption of the national debt was one of 
the most serious and difficult problems with which that conven­
tion had to deal. Alexander Hamilton, a member and one of 
the great leaders of the convention, recommended that the Gen­
eral Government assume the domestic and State debts as well 
as the foreign debt. It was feared by others that to try to 
raise such a large sum by taxation would cause gi·eat discon­
tent and threaten the very existence of the Government at the 
very beginning. After a month of very violent and bitter de· 
bate the convention acted as follows: 

Fitzsimmons offered a series of resolutions by which the pub­
lic debt was taken up in the committee of the whole. The first 
i·esolution, relating to the foreign debt, passed unanimously 
without division. His second resolution, purposing to provide 
for principal and interest of the domestic debt, was met by a 
resolution from Scott to postpone consideration thereof. This 
situation was met by a resolution by James :Madison, who 
moved an amendment providing that present holders be paid the 
highest market price before the publication of Hamilton's re­
port in regard to assumption and that the increase above mar­
ket price be paid the original holders. Madison's resolution led 
to bitter debate, and was defeated by a vote of 36 to 13. 

The general proposition on assumption was now put, the dele­
gates from North Carolina not having yet arrived. It was 
pressed to a vote and carried by a vote of 31 to 26. In ::t few 
days the North Carolina members arrived and a motion to re­
consider the vote on assumption was put and carried. 

At this stage of the convention all appeared to be in chaos. 
Frequent threats to secede or withdraw were made by dele­
gates from the eastern States if the General Go·rnrnment did 
not assume the State debt. 
THE Il'.illOUS JEFFERSO~·HA~IILTON Dl~NER PARTY-THE CAPITAL LOCATED 

ON THE PO'.rO!ll.AC. 

It was at this critical juncture of affairs that the famous Jef­
ferson-Hamilton dinner party occurred. Jefferson had just re­
turned from France. Hamilton appealed to him to exert his 
great influence with the delegates to save the threatened dis­
union of the States. A dinner party was arranged and an un­
derstanding was had whereby the location of the intended cap­
ital on the banks of the Delaware was changed to the banks of 
the Potomac and the required votes were obtained to carry the 
propositlon for the assumption by the General Government of 
the public debt. 

On the question of assurµption the States had voted, previous 
to the dinner-party agreement, as follows: 

For assumption-Massachusetts, South Carolina, New York, 
and New Jersey. Against assumption-Virginia, Maryland, 
Pennsylvania, Georgia, nnd New Hampshire. 

VIRGINIA'S PATRIOTIC SACRIFICE. 

Virginia, of all the States, had most bitterly opposed the as­
sumption of the State debt because Virginia could easily pay 
her State debt by sales from the immen.se territory which 
then belonged to her, covering the present States of West Vir­
ginia, Kentucky, and a large part of Ohio and the old North 
West Territory. But she patriotically yielded for the sake of 
the Union, not only agreeing to the proposition of national as­
sumption, but also agreeing, for the sake of the Union, to give 
over to the National Government a very large part of her splen­
did territory. 

men did not escape severe condemnation m regard to tlleir 
actions on this great question. 

It was charged that sone Members ·rntetl for tllei1· own self­
interests on the question of national assumption; that some 
Members and their friends had been out buying up the certifi­
cates of indebtedness of the ignorant in the rural districts. 
Even Jefferson in his writings boldly states that this was so· 
that swift horsemen and boats were flying in all directions th~ 
moment the measure passed, ca.rrying a.gents to buy up certifi· 
cates at low prices which the Go>ernment had agreed to re­
deem at par. The student interested in reading an account of 
these stern time& will find them vi>idly set forth in Hildreth's 
History, volume 4, or iJ.1 Jefferson's or Hamilton's writings. 

F-INANCI.A..L PROBLEM UNDEil WASIIINGTON'S ADMINISTRATION. 

Such was the financial problem of our Government at the be­
ginning of Washington's administration. 

Washingto?, before he assumed the office of President, was 
gr~atl.Y worried over this same hard financial problem. Up until 
this time the two great financial leaders in our history bad been 
the two gre~t patriots who had, more than any others, financed 
the Re~olubonary War and the struggling Government under 
the Articles of Confederation, Robert Morris and Gouverneur 
Morris. In fact, Jefferson spoke of them as the inventors and 
fathers of our financial system. The wretched financial policy 
of the G?vernment had swept away the fortune of each. In 
fact, durmg the war the credit of Robert Morris was better 
th~n that _of 9ongress. He gave his own notes, which were all 
paid .by him rn f~l, to the amount of $1,400,000 to meet the 
colomal expenses m support of the war. He was Secretary of 
the .Treasury fo1· the Government the last three years under the 
Articles of Confederation. 

In 1781 he established the Bank of North America. It is 
the greatest blot upon our early history that be passed the last 
yeai:s of his life a prisoner for debt, thus seeming to justify 
the c~arge so often · made that Republics alone are ungrateful. 
Washrngton, in his anxiety, appealed to Robert Morris and 
asked him how to meet this emergency. ' 

l\!o.rris replied by advising Washington to consult Alexander 
~a.m1lton; that Hamilton could find a way out of the difficulty 
if 3;nyone could. Washington therefore in selecting his Cabinet, 
which then consisted of but four members, made ,Jefferson bis 
Secretary of State and Hamilton his Secretary of the Treasury, 
the other two members being Randolph, Attorney General, and 
Knox, Secretary of War. 

Into Hamilton's hands was therefore referred the .... reat prob­
lem of devising a new finaucia) policy for the United States. 

HA~HLTON'S FIRST REPORT ON THE PUBLIC CREDIT. 

Af~er months of careful consideration, on January 14, 1790, 
IIa.m11ton b1:ought in his famous report on the public crewt. 
This report is considered one of the most remarkable and able 
state papers ever written. It outlined and established the 
financial policy of the Government. Hamilton nr(J'ued in sup­
po"rt of his policy with brilliant, in·esistible logic. 

0

He reasoned 
as follows: That the time must come in the life of a nation 
when the Government must borrow money and make loans. To 
do this on favorable terms the Government must establish its 
credit before the wor·ld. That on our sound public credit rnsts 
the future greatness of the Republic and the individual welfare 
of the ci~izens of the United States. He argued eloquently that 
the public .debt was the price of our liberty; that the faith 
of. t~e ~at10n was pledged for its payment. He opposed dis­
cnmmnbon between the present and original holders of the 
c~rtifi~ates of indebtedness as unwise and dangerous, being in 
violation of the terms of a fair contract and contrary to the 
provisions of the new Constitution of the United States. 

He argued strongly for the assumption of all State debts as a 
means of interesting the citizens in the welfare ot the Go>ern­
ment and also to prevent strife an1-0ng. the States. 

To collect the money by taxation to meet his financial policy 
he presented a tariff schedule on spirits, tea, coffee and the 
luxuries of life. He sums up his magnificent ar~ment for 
national assumption of all debts-national, domestic, and State­
with a brilliant, climactic appeal under the heading of utility 
and honor. · · · 

The only change made by Congress in Hamilton's plan was 
scaling down on the interest. Hamilton desired that principal 
and interest of the national debt be funded in the same manner. 
Congress funded the principal into 6 per cent stock and the in~ 
terest into 3 per cent stock. 

CHARGES OF INCORRECT COKDUCT. SINKING-FUND MEASURES. 

_It may be interesting to note that charges and countercharges It is claimed that Hamilton borrowed his idea of the sinking­
of improper conduct and votes influenced by self-interests were fund measure from the British financial policy inaugurated by 
generated by the violent discussion over assumption, and public WiUiam Pitt. The sinking-fund mensures adopted by the Gov-
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ernment in the deTelopment of Hamilton's financial poficy were 
as follows: · 

sition upon the part of the· mass of the peo-pfe to the ffnancial 
policy prevfous1y- inaugarate<f by Hamilton. 

Hamilton's financial · schemes, while brilliant, were consid­
ered complicated and hard for the mass of tile peoplei to easily 
comprehend or understand: The mass of the people got the 

· impression that his financial policy was dangerous to a free 
government and intended to bring about a monarchical form of 
go>ernment. 

First. The act of August 4, 17DO, dealing- with· the selling of 
public lands. 

Second. The act of August 12, 1790, dealing with the duties 
and customs of the Government. 

Third. The act of M-uy, 1792, extending- the scope of the- law. 
Fourth. The act of March 3', 1795, which' completed the sfnking­

filnd system. 
HAMTLTOX'S IIEYORT OY THE -ATIOX-AL' BAXK. 

The new administration. under Jefferson camff in with. an an­
nou.need· program of reform. The. reform policy of the new 
administration was a.s follows : 

First~ Repeal of unpopular laws. and monarchical tendencies. 
Second. Payment of public: debt entire. 
Third Repeal of internal-revenue laws. 

Having devised a financial policy for the- Government, the next 
step in the- evolution of the system w.as to deyise a medium or 
vehicle to be used in ope.rating that financial polic.y; ap.d her~ 
again Hamilton borrowed. his idea from the British Government 
by suggesting· 11.' national tianlt pa.tterned. after the. Bunk of Eng- ALBERT GALL.ATI.Y, THE NEW SECRETARY. OF THE TRE.lSURl". 

land~ Hamilton, in his. renort of December 14, 1790 recom- Jefferson se1ectecl for his Secretary of the Treasury Albert 
mended to Congress· the establishment of one central national Gallatin, a Swiss by- bfrtlI, a great scholar and brilliant finan­
bank. His recommendations threw the entire financia:I problem cier. Gallatin had opposed Hamilton's financial policy nnd, as 
again fnto the arena of nolent discussion. a l\Iembei.t of. Congress, had: secured the pas age, of the bill 

There were already m extstence, before: the- establisliment of taking. the management <ll the sinking fund out of Hamilton's 
the Natiomtl ·Government under the Constitution, three gre:it hands and. placing it in a committee of Congress. Galla tin's 
banli:s-:· life· ambition as. Secreta:ry- of the Treasury was the payment of 

The Bank at: North A:mericrr, founded- by Robert 1\Iorris in, the public debt in full, and every financial effort of his:: life was 
1781. . bent in that direction_ 

The Bank of New York City, N. Y., founded in. l783. For the next eight years. thre.e men were practically- the 
Bnnk of Massachusetts, Boston, founded in 17.83. Government-J-efferson l\fadison, and Gallatin-and the· fonn-
The opponents. to Hamiltun's- proposition f-Or the esta[Uishment dation upon which the suceess of the three depended wns the 

of_ one· central national fianR- argued that Ha.miifon,. fiaving. r.ec- financial ability of' Albert GaJlmtin:. Whether" Jefferson's ad­
ommende<f tJie establishment m the beginning pf a monarcfiical ministration succeeded or· failecf depended upon· Gallati:n's man­
form of' government with a ruler for life, was.. attempting. to set agement. of the- Treasury. 
up a strong centralized government with cPntmlization of power; Gallatin set forth his financtai creed 01~ p.olicy as; follows; 
that his scheme had for its ol)jec.t the placing of an interminable- America,. by her location, can follow a political davelopment 
undr indefinite debt upon the United States as. a part ot his plan. o:t her own. 
for :r strong central government.;_ that the. ofd war bank, the ' She can-_ safety- disregard i:emote- dangers. 
Banlr of· North .America,. founded by Rot>ert Morrf s, Iiuving seen Her.- defens& can be reduced. to a point little: above police 

· us through the crisis of tli.e· Resolutl.onary War and through th-e necessities. 
life of. the Government under: tlle A.rtiel.es· of Confederation, was- She- can rely upon national self-interest for del'.elopment of 
able to answer-all the purposes whidi c:ould be safely delegated: foreign commerce. · · 
to the proposed national bank at: the United States~ She- can depend upon the industry ot her, citizens for internal 

Here: a.gain Hamilton's. b:ri.llfunt argument carrfe.d the day ·· developme?-ts... . 
and Jed. to the establishment of the. national bank, Congre.ss ac- Her ca~ita~ rs saf~t m the: hands other own. citizen . 
eepting Hamilton's. suggestiOns a1mos.t in totoL 'I'~- obJeetive. pomt. to, be reached is the. discharge <Jf the 

THE NATIOXAL BANK. public debt, the reductro.n o.ftaxe.s, and the abolition o:fr internal 

Th -I!. l1 . M........ "si revenue. 
ce- -'-o owmg- are SOlIIB· of th~ le-a ... ~ prron ons· as rec:om- -. Jeffer~n's great. idea .. o! reform. was reduction o:f ta.xes: and 

mended by ~ton. and adopted by Congress in the· establish- the payment of. thee public· debL How to accomplish this. and 
ment ?~ the national _ha:nk:: _ . · still raise the revenue· to· run the Government was. the- de-Ucate 

Capital,. $1-0,000,000_, 25,~0' shares, $.400. per sh.~n~ problem fur Gallatin ta· solve-~ 
. Shares one-fourth m com, three-fourths 1n. ce11tificates of pub.- L In· an; exchange ot letters between. Jeffersoni a.nd Gulla.tin I 

he <fefit;. bear 6- per cent. _ . quote a sentence from each 
Sums subscribed payable ~ four eq__ual shares, si:'£ months Jefferson to Gallatin: · 

apart.. 'l'he discharge of the p;ub11.c: debt 1 't 1 t 
Pi;esident shall subscribe. for the· Government $2:,000;000. · Government. s vi a 0 the destiny of our 
Shall hold only such Iands as it needs for building or~ as it · Gallatin. to. Jefferson: 

· gets on mortgages, a~d se- for~ . . • It tllis administr.ation. shull not reduce taxes they shnU. never be 
Compan~ may sell, it& stock or' lands, but shaU. tr:rde only ill redue-ed. I most fully agr-e;e with Y!>U that vretended tax preparations 

gold anu Siiver; and rate· shall be 6 per cent. -and Armll preparations agams-t conungent wn.r only tend's to encourage 
No. lorui to State-- or Government above $50;000,. or to: any for- war. 

eign prince or government without consent of Qongress. The new par:ty thus planted itself against e>ery feature of 
Stock transferable-,. .votes by stock, and so forth. 1 Hamiimn's: financial policy. By- most bri11Jant financial man-
No directon to receive nay- exeept what a.greedi upon by gen- 1 agement of the Treasury Department, at times- against opposi-

eraL meeting; president to1 receive- pay as stated. · tion from: members of his owu party in Congres , Gallatin 
Bank: must furnish on demand reports. to Secretary ot the evolved his system to completely wipe out the public debt and 

'.I'reasury. provide- for the ~ntire payment of the Sa.mfr by llie close of the 
No silnilar institution~ to, bee established· by the United States year 1817, and to do: t1lis, e>en in addition to· the adaed expense 
Branch offices- for di.scmmt and de-posit only may be estab- caused by the Louisiana PUl'chase. The War of 1812; much to 

lished in different parts· of the United States: his· regret, delayed the payme-nt o.f tlie public debt to :i later 
The consideration of the n.ationa-l bank. divided- Corrgress- into date. 

two camps, known as the strict and loose constructionists. Tlill FIRST EFFORT TO 1IE.CKAI:TER THE· NATIONAL BA.:r.."K. 

When the. bill was presented to Washington for his- signature When Jefferson becamfr President he- ordered Gallatin to 
he hnd grave doubts as to its . constitutionality and asked for make a thorough investigation of the. nntiona-1 bank. The hon-

-written: opinions from his four Cabinet ·membeTs- on this point. o:rable, honest man. reported: that Hamilton had made no blnn-
Hamil ton• and Knox replied. in fa.>ol'. of the- bill; Jefferson and ders in the management of the nationai bank and that tho 

Randolph replied against the bill.· After hesitating for mo.re" management had been. entire!y business-like and honest. 
than a month, Washington finally signed the bill. When Madison succeeded Jefferson. as President he retained 

nESIGNATro.· oll' II.A.MILTO."< As sEcn.ET.A.RY oB 'l1RE '.crnusunY. Galla.tin a.s his Secretary of the TreasUI'Y· 
rn 1795' Hamilto11 resigned as Secretary ot the Treasury. He Gallatin and .Madison, like:· Jefferson> originally had been op-

had served six yenrs- and had completed· the financial policy of posed to the national bank, but later both. Madison and Gallatin 
the Government. He had established a world-wide reputation. fa.>ored the recfia~tering of the bank when its cbnrter expired 
as a brilliant financier. in 1811. . . 

. . _ . ~ . , .,. In 1810 the proposition to recharter the bank came before 
:li."E.W PEP.ton OF Il'rn,UCIAL LEGlSLATIOs=---c-.ALLATI~ s FCTA..:.'iCTU nE ... GN. ·Congress, a.nd the ynte in: the Hoose stood 65: to 64: in. its :favor. 

'l'he· first great political revolution in the United1 States took: I rn. the.. Senate the vote sfaod 17 to 17. 
p1ace in tlie election of Jefferson to the Presfdency- fn 1801. One George- Clinton, the Vice Presiuent, supposed to be unfriendfy 
of the principal causes that led to the revolution was the oppo- to Madison, gave the deciding Yote nguiust it, and the old 
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national bank went out of existence. The du·ectors returned 
the origilllll stock to the subscribers and sold the . pi-operty of 
the bank: to Stephen Girard, of Philadelphia. 

Gallatin's report of No-rember 1801, which formed a p.irt of 
Jefferson's message to Congress, is interesting as showing the 
expenses of the Go-rnrnment of that day as compared with the 
expense n<:count of the Go\ernment of to-day. 

r eady estimated r evenues of the Govem mcnt. 

Imports ----------------------------------------- $0, 500. -000 
Lands and postage----------------------------------- 300, 000 

Total---~----------------------------------- 9,800,000 ' 
Yeat·Zv e.-rpe1iditures of t1Le Gm;ernmen-t. 

Interest and payment of the public debL ______________ $7, 200, 000 
Civil expenditures of the Government_ __________ .________ l, 000. 000 

~!~a~~=================~=====:==:::::::=::::::======= ~i3;888 , 
Total _______________________________________ · ~.soo,ooo 

Gallatin's :financial ability had .been the hope of bis party · 
during the period of the War of 1812, and Madison, like Jeffer- . 
son, had found him indispensable to the success of his adminis- : 
tration. 

HAMILTON A:XD G .. el._LLATIN. 

Great emergencies produce great characters, and it may be . 
worthy of notice to record that this great formative · periud of 
om history develop.ed, during this great crisis of our national 
existence, <>ur two greatest financiers, who rank with the great­
est the wo1·ld has ever known-..AJexander Hamilton and Albert 
Gallatin. 

Both Hamilton and Gallatin gave to the land of theil· adop­
tion talents of the hfghest order. So eminent an .authority as 
Prof. Taussig, of Harvard, pronounces Gallati.n's memo1·iai re­
port to Congress the' ablest state paper ever presented to Con­
gress. He ranli:s equal to Hamilton as a :financier, and in addi­
tion was a diplomat of the highest ordei:. His life is pronounced 
one of the mar>els of America. 

rnoNY OF POLITICS. 

The irony of politics records this strange fact: Galla-tin's son 
became, dm·ing the Civil War, a Republican and gave Secretary 
Chase valuable advice, while the two sons of Alexander Hamil­
ton became Jackson Democrat_s, the old.er son being appointed 
by .Jnckson, on the day of his first inauguration as President, 
to succeed Henry Clay as Secretary of State, to serve as Acting 
:Secretary of State until Van Buren could return from Europe 
and arrange to take the position. 

FINANCL\L FOUNDATION PERIOD. 

I ha\e dwelt somewhat upon this pa.rt of our history pur­
posely because it is the foundation of all that follows, and 
because the thought and purpose of these two great financfal 
giants-Alexander Hamilton and .Albert Gallatin-made up and 
gave shape to our entire financial policy for the first 50 years 
of our history as a Nation. . 

The positjon and theory of these two great iinanciers, I think, 
can be fairly summed up as follows-: 

Hamilton's iinancial policy contemplated that there should 
always be in existence a national pub1ic debt. 

Gallatin's financia'l policy contemplated that there should 
never be a national public debt. 

Hamilton believed that a national debt was a national blessing 
because, as he said, it thereby bound a large part of the people 
to the successful operation of the Government and tended to 
build up a strong centralized form <>f government. 

Gallatin believed that a national debt was a national curse, 
and that a strong eentralized form of g-overnment thus con­
sti·ucted would be a menace to the liberties of the people. 

As to which was right or whic1t was the greater is pm·ely a 
matter of opinion and political bias or belief. Both represented 
the world's highest thinking on this abstuse and difficult subject. 
Hamilton -and Gallatin will .possibly stand in our history as the 
best all-sided developed and greatest brain product New York 
and Pennsylvania have eyer giv.en to our common country. 
A BTIU:F CA'£A.LOGUE LIST WITH PASSL~G CO-UMENT ON OUR "?.JOST 111\IPOR­

TA~'T FINANCTA.L L.EGIS"LATIO!il. 

1\.!r.. Chairman, much as I should like to do so, time will not 
pe1·mit me to discuss step by step or even mention all om im-
1101tant financial legislation. I shall be compelled to content 1 

myself with a mere catalogue list, as it were, of a few of the · 
most important financial measures showing the action of Con- · 
gress in the growth and deyelopment of om financial policy and 
syRtem. 

GnO UPS OF HISTORICAL l:'ERIODS OF ~AXCIAL LEGISLATIO~. 

From this time on in -01.i.r history it will be noticeable that ()ur 
financial legislation naturally groups itself under certain periods ' 
of time rather than around some preeminent, predominating 

leader of finance as ·formerly. · The divisions most general1y 
used by text writers are as follows: 

First. From Gallatin to Jackson. 
Second. Jackson and the bank sh·uggle. 
Third. Treasury-note pe1iod and final efforts to recharter 

the national bank. 
Fourth. The Civil War period. 
Fiftb. Specie resumption to the present time. 

FROM GALLATI){ TO JACKSO~. 

Gallatin was succeeded by Campbell, of Tennessee, one of the 
coterie of Congressmen who had opposed Gallatin's financial 
plans and who apP'arently first realized how big Gallatin was 
mentally when he assayed. to fill Gallatin's place. Campbell 
sent in one report and resigned. 

President Madison now determined to appoint Gallatin's 
friend ana understudy, who had been under Gallatin and to 
whose appointment Congress was hostile at the time he av-­
pointed Campbell. Congress now yielded and Madison ap­
pointed Dallas as the new Secretary of the Treasury. 

Dallas presented an ela".:>orate scheme to Congress. Eppes of 
Virginia, Jefferson's son-in-law, chairman of the Ways ~md 
Means Committee of the Rouse, also presented a financial meas­
ure to the House. Congress debated and defeated both meas­
ures. Dallas now demanded rechartering of the old national 
bank. On January 'J, 1814, the House passed the bill to re­
charter \;IY a vote of 120 to 38. On January 20, the Senate. by 
a vote of 20 to ·14, agreed to the House bill to recharter the 
bank, Clay :and Calhoun voting against it. I call your atten­
tion to the speed with which the Senate acted on great financial 
measures ~ those days. ·~omment is waived. On January 30, 
1814. Madison vetoed the bill to recharter the national bank. 

In 1816. Dallas again demanded tha.t the old national bank be 
rechartered. This time the bill passed . both Houses of Con­
gress, and o~ April 10, 1816, President Madison signed the bill, 
and the national bank was with us .again until its death by 
Jackson's veto, July 10, 1832. · 
GALLATir1 s DREA.:U -COMES TRUFl--THE NATIO.N OUT OF DEBT FOR THE ¥IRST 

TIME L"< ITS HISTORY. 

. It is ?nlY just to observe that the financial policy of this en­
t~re period up until the date of Jackson's struggle with the na­
tion~] bank was really the financial ideas of Gallatin being 
carried out through his friend and pupil~ Dallas, and his suc­
cessors. .And in honor to Gallatin's memory and his splendid 
financial ability it should be recorded that it was this carrying 
out of his financial policy that finally brought to the country 
what had been his life's ambition-and the dearest dream of his 
life-;--the payment of the last -cent of the public debt of the 
Nation~ so that we had for the first time in our history a great 
strong, growing Nation not owing a single c.ent of national in: 
debtedness of any description. And before Gallatin's financial 
policy was changed., in addition to being entiTely out of debt, we 
h!d on January 1, 1835, no debt and a nati.onal surplus of 
$n.5S6.23~ and on J~uary 1, 1837, no debt and .a surplus of 
$37~468,8n9, and the surplus was growing so large and so 
rap1~y that wbat to do with it became a serious :financial prob­
lem rn that day, Congress :(i.nally directing that it be -dinded 
among the various States. 

TABLE SHOWI:-<G THE NATION.A..L DEllT, 

The following table, showing the public debt of the Nation at 
various periods, may be interesting: 
17.90, publie debt of Revolutionary War____________ $79. 124 463 
1811, public debt_____________________________ 45, ooo' 000 
1812• close of War of 1812, pubUc debt_____________ 120, ooo' 000 
Ul~o, Jan. 1, no puWic CH!bt (surplus)---------------- 5, 586: 232 
1837, Jan .. 1. no public debt (surplus) ______ ------ A7, 468, 859 
1840, publ~c debt------------------------·----'-- 2. 000, 000 
1844, public debt_______________________________ 24, 748 188 
1848, close <rf Mexic:m War, public debt______________ 51, ooo: 0-00 
18~0. June 20. public debt__________________ 64, 769. 703 
l R61, July 1, public debt__________________ 90 000 000 
1861. Dec. 31., public debL----·---------------==== 524'. ooo: 000 
rn~;· iuly h publi<: debL-------------------------- 1, 119. 772, 138 

1913
, S ug .. 

1 
, pubhc debL _________________________ 2, 845, 907, 626 

, ept. ---------"'--------"'---------- 1, 343, 783, 974 
JACKSON A.NJ? TIJ;E BANK STRUGGLE. 

This period of financial legislation to 1842 is known as the 
period of Jackson and the bank struggle. Interesting and en­
trancing as this period is historically, it is not intended to treat 
it here, because the trend of the whole matter is gi-ren consid­
eration by the science of polities rather than by the science of 
finance. 

RESPONSIBILITY FOR BANK STRUGGLE. 

This much, however, may be proper nnd pertinent to recite: 
That three men were originally responsible for this bank strug­
gle, which made and unmade men and parties in the United 
States and which controlled the financial policy of the country 
for a generation, and that Andrew Jackson was not one of the 
three. It may be added that when this terrific political strug-
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gle was OYCl", in which an the great men of the country, with 
scarcely a single excaption, except Senator Benton, were ar­
rayed in the most hostile political fight known to our history 
against Andrew Jackson, that when the fight was oyer the bank 
was dead and Jackson was victorious. 

THE THREE ME~ RESPONSIBLE FOR THE BAXK FIGHT. 

This fight started oYer what is known in history as the 
Portsmouth (N. H.) Branch Bank affair, and tbe three men who 
fired the prairie, so to speak, were: 

First. Isaac Hill, ex-president of the Branch Bank at Con­
cord, N. H. 

Second. Jeremiah l\Iason, president of the Branch Bank at 
Portsmouth, N. ·H. 

Third. Nicholas Biddle, president of the National Bank. 
Hill wantecl the pension-agency account transferred from the 

THE DISTRIBUTIOY OF THE SURPLUS AMONG THE S'IA.TES. 

On June 23, 1836, Congress passed the famous act to regu­
late the deposits in the State banks and to provide for the 
distribution of the surplus; $37,468,859 was thus divided by 
act of Congress among the States. 

It is generally belieyed that it was this action, diyiding the 
surplus among the States, that lead to the panic of 1837. 

It is but fair to Jackson to state that personally he was op­
posed to this measure. 

It was. a . Whig P.arty measure. It passed the House by a 
great maJor1ty, and it was thought to put Jackson in a hole for 
if he did not sign it, it was believed it would defeat his fri'end 
Van Buren, for the Presidency. To help his friend " Littl~ 
Matty," as .Jackson affectionately called Van Buren the Presi-
dent signed the bill. ' 

Portsmouth Branch Bank to the Concord Branch Bank. 1\Iason THE SPECIE crncuLATION. 

resisted and interested Webster and his friends in his behalf. Knowing that Congress would oppose his action Jackson 
Hill, at this time connected with the Treasury Department, waited until . the adjournment of Congress and then issued his 
interested Ingram, SE<:retary of the Treasury, and Secretary of famous specie circular order. This order was issued under 
1War Eaton in his behalf. authority granted to the Treasury Department by act of Con-

Secretary of the Treasury Ingram ordered the account moved gress 1816. This order was, in fact, written by Benton at the 
from Portsmouth to Concord. Biddle and Mason defied the request of Jackson's secretary, Donaldson, who had been or-
Government, and for the time won out and carried their point. dered by Jackson to prepare it. 

UP TO THIS Tll\IE JACKSO~ NOT I~ THE BANK FIGHT. The order provided that all payments for public lands after 
Parton, in his Life of Jackson, and Von Holst, the historian, August 15, 1836, should be made in coin alone--gold or silver. 

both agree that up until this time Jackson hacl not been a The J?Ublic lan.ds were selling at the rate of $5,000,000 per 
partisan on either side. The fatal step, however, was taken month m depreciated paper currency and were being bought 
when Biddle kicked the fat into the fire by delivering himself in up for speculation purposes, in some cases by Members of Oon-
a letter as follows : gress themselves. 

The board of directors ef the Bank of the United States and the At the next session of Congress the Senate voted to rescind 
board of directors of the branch banks of the United States acknowl- this most beneficial order. This act of the Senate was killed 
edge not the slightest responsibility, of any description whatsoever, to by Jackson's famous pocket veto March 3, 1837. 
the Secretary of the Treasury touching the conduct of their officers 
~n any political dealings with the bank. PERIOD OF IXDEPE:\l>E:N"T TTIEA.SCRY SPECIE, TREASCRY NOTES-PAXIC OF 

1837. 

Previous to this it should be noted that Mason hacl admitted The distribution of the surplus among the States led to wil<l 
that he had made loans to political friends and denied them to 1 r political enemies, and Clay, in his campaign for President spe~~ a ion .. This, with th~ uncei:tainty caused by ths constant 
against Jackson, had carried on extensive political operations . political. war on the financial pohcy ?f the G?vernm~nt, led to 
through the Branch Bank at Lexington Ky Biddle by his the pamc of ~837: The result of this financial pamc brought 
unwise statement and his ~ndiplomatic 'pers~nal con~ersation about the legislation authorizing the issuing of the lndepend-

·th J k · h. h h . f d J h t th b k ent Treasury notes. w1 ac ·son, m w ic e m orme ackson t a e an A brief sum.mar f th 1 u· 1 t• · . o- d t h · · u f 
could make or unmake Presidents carried the fight to Jack- Y 0 e e01s a ion m reoar o t e 1SSU1Ilo o 
son's door and plunged the country headlong into a semipoliti- Treasur.y notes, and the cause for issuing the same, is as 
cal financial struggle that disrupted the peace of the entire fo~~~s ·First i~sue of Tr . 
coon.try a~d raged with incr~ased fury until Jackson h-illed the 1812. · ::; easury notes, caused by the War of 
bank by his veto, July 10, 1802. . 1837 Caused b, the M .· W 
J~ckson bel.i~ved and said that the. bank had !>ecome a h?ge 1857: l!,inancial~ ~·tringe:c~.can ar. 

engme of .pohtical power and dete~mm~d upon. its d:struct10n. 1860 and after. Caused b th ff ·1 w . 
The Whig Party took the question mto then· national con- Y e ivi ar. 

vention and made it a straight-out party question. Against FINAL EFFORT TO RECHARTER NATIONAL BA 'K A~D THE DISRUPTlO~ OF 

Jackson were arrayed Clay, Calhoun, Webster, Dallas, Ewing, THE WHIG PARTY. 

Hayne, John Quincy Adams, and almost all the great national In the following presidential election Van Buren was defeated 
characters of that period, except Thomas Hart Benton, the and the Whig Party, led by Harrison and Tyler, was victorious. 
Senator from Missouri, Jackson's chief defender. The Whig Party had always stood for the rechL rtering of the 

As above noted the bank perished by Jackson's yeto of the national bank; that had been its one great cardinal principle. 
bill to recharter it July 10, 1832. The attention of those who Nevertheless, for political expediency, the Whig Party nomi­
have thought of Andrew Jackson as the chief apostle of the nated fQr President and Vice President candidates both of 
spoils system in our history is called to this fact: Two of these whom had voted and spoken against the national bank. 

· three men at the beginning of the bank fight were Democrats- The death of Harrison and -the refusal of Tyler, who suc-
Bicldle and Hill. Jackson could easily have had the help of ceeded him, to agree to the Whig program to recharter the 
this, the greatest engine of the spoils system that ever existed, national bank led to the final disruption of the Whig Party. It 
a.nc.l made it a part of his party organization. Jackson not is but fair to record that Tyler previously, while a Whig Mem­
ouly did not do this, but demanded that this central bank ber of Congress, had always been consistently opposed to the 
and all the branch banks and all their employees stay entirely national bank. 
out of pi»itical contests in the country. E:N"TIRE CABIXET, EXCEPT WEllSTE:n, RESIGXS. 

No public man in all history thus had presented to him a President Tyler's veto of the bill to recharter the national 
more severe temptation to use the financial system of the bank caused his Cabinet, all except Webster, to resign in a body 
country for his own personal political advantage, and no man September 11, 1841, and after the second veto of the bank bill 
in all history eyer met and ove.rcame the temptation more Webster also resigned. Clay and Webster now became bitter 
grandly ancl more patriotically than did Andrew Jackson. political enemies, caused by the new financial complications. 
[Applause.] The remnants of the Whig Party went with Clay. · 

REMOVAL OF BANK DEPOSITS. President Tyler tried to go over into the Democratic Party 
Shortly before the date when the charter of the national bank and desired the nomination. for President at the succeeding 

woulcl expire Jackson ordered that the deposits of public Democratic national convention. The convention refused to 
mou ey should be remoYed from the national bank to -certain consider him. 
State banks. Cushing, of :Massachusetts, turned Democrat again and was 

Secretary of the Treasury Taney, of .Maryland, afterwards later given an office. Webster plaintively asked, "Not where 
Cbfof Justice of the United States, proceeded to carry out the am I, but where um I to go? " 
Presideut's order. The order for the removal of deposits led INDEPENDENT TREASURY BILL LEGISLATIO::-<. 

to most Yiolent discussion in the Senate, and out of this grew August 6, 1846, Congress passed the Independent Treasury 
the fa rnous resolution of censure passed on the President by the act. This was the great measure that Van Buren had proposed 
Senn te. 'l,he resolution of censure became at once a burning in his message to Congress in 1837, but which Congress, out of 
politieal issue all oYer the United States. Under the leader- political bias, defeated. The Indepenqent Treasury bill was bit­
ship of Benton it was expunged from the Senate records l\!arch terly opposed by the Whig Party. Congressional action on this 
16, 1837. · important :financial measure was as follows. 
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1. Proposed by Van Buren May 15, 1837. The Whig Congre~s 

defeated it. · 
2. The system continued without congressional sanction from 

1837 to 1840. 
3. July 4, 1840, Congress legalized it by act of Cougress. The 

campaign of 1840 was then fought on this bill. . Van Buren was 
defeated and the Whig Party won. 

4. August 13, 1841, the bill was repealed by the Whigs, under 
the Ieadershlp of ·Clay. 

5. August 6, 1846, it again became the Jaw by act of Congress 
and bas been in force ever since. · It is the law of the land 
to-day, so sati factory a.nd so firmly intrenc~ed th~t n? party 
thinks of changing it in any scheme of financial legislation pro­
posed for the future. 

PROVISIO::-.S OF THE INDEPE!'<DENT TREASURY BILL. 

The leading provisions of this great financial act-the Inde­
pendent Treasury bill-are in brief as follows: 

That the Government shall collect, keep, and pay out its own 
money through its own agents. 

GOLD AND SILVEil .ALIKE IlECOG!ll'IZED AS COIN BY THE GOVER.."'IM:Ki.~T. 

It is important to call special attention to the fact that in 
e\ery financial act and provision from the beginning of .the Gov­
ernment and also in the provisions of this great financial meas­
ure. in every case dealing with duties, taxes, revenue, and pay­
ment of obligations of all kinds, the bimetallic ·basis is always 
recognized and used by the Jaw and the Government and that 
the standard is always spoken of as gold and silver coin. 

The Independent Treasury act has always been regarded as 
among .our most valuable ancl satisfactory financial legislation, 
and is considered by all to be the greatest monument that Van 
Buren has left to his credit as a constructive statesman. 

IIISTORY OF PAPER llIONEY IN .THE UNITED STATES. 

As the necessities oi the great Civil War will soon inject into 
our financial currency legislation paper money as a circulating 
medium and finaJJy make paper money a legal tender, I may 
possibly be indulged for a paragraph or two-a brief statement­
on the history of paper money in the United States .before 

· entering upon the consideration of the Civil War period of 
financial legislation. 

COLONIAL 'rll\IES. 

In colonial times all the colonies had issued paper money. 
Massachusetts, in 1690, was the first, closely followed by New 
Hampshire, Rhode Island, Connecticut, New York, and New 
Jersey all before the year 1711; South Carolina, 1712; Pen.::isyl­
vania, '1723; Maryland, 1734; Delaware, 1739; Virginia, 1755; 
Georgia, 1760. 

LA..~D AND LOA~ BANK. 

~:Iassachusetts was the first colony .to make an attempt to set 
up a bank. In 1715 John Colman, of Boston, proposed wh:1t is 
known as the land bank. He proposed to issue circulating notes 
secured by land. The general assembly defeated the plan. 
Later the general assembly established what was known as the 
loan bank, and in 1739 Edward Hutchinson started a specie 
bank. 

The British Government was opposed to the issuing of paper 
money by the colonies, and by act of Parliament June 25, 1751, 
forbid its issue in the colonies, except for cuuent expenses 
among the people of the colonies and for expense to provide 
against invasion. 

DURING REVOLUTIO:N' AND tn<DE R THE CONFEDERATION. 

By act of June, 1775, tho Second Continental Congress au­
thorized an issue of paper money for war expenses. For one 
year only papel' money passed equal to gold, but it rapidly de­
'preciated, until at thf; close of the year 1780 it stood 40 to 1 for 
gold. 

In the Constitutional Convention of 1787 a motion was made to 
give the States power to provide for a limited paper issue, but 
the motion was lost and the express understanding was that 
paper money was never to be used as legal tender. 

In 1780 the Continental Congress authorized an act to redeem 
paper money at 40 _to 1, to be refunded by an issue of new notes 
payable in six yenrs in coin beal'ing 6 per cent notes. 

With this action paper money as a circulating med~um passed 
out of existence in our history until the legal-tender act of Feb­
ruary 25, 1862. 
THE CIVIL-WAR PERIOD OF FINANCIAL LEGISLATION DOWN TO SPECIE RE­

SUMPTION, .TUNE 1, 1879. 

A large pa.rt of the great public debt caused by the Civil War 
is still with us to be met by the taxpayers of tbe country. All 
know why the debt occurred, but why the debt was placed 
against the Government almost three times higher than it 
actually would have been on a coin basis of cost to the Govern­
ment and the financial legislation that enabled it to be so com­
puted and placed against the Government to be met by taxation 
of the citizens of the country is a most interesting study. 

The tremendous daily cost of the Civil War presented to Con­
gress and to the Secretary of the Treasury a new problem 
which could not be met by former methods. 

GOLD .AND SILVER ALWA.YS COIN IN OUR HISTORY. 

It should be remembered that from the beginning of our Gov­
ernment under the Constitution up to the Civil War nothihg but 
coin-and coin had always been held by the Treasury and by 
the Government to mean gold and silver alike-was ever a · 
legal tender for public debts. 

SUSPENSION OF SPECTE PAYMENT. 

The empty Treasury, the constant demand for war expenses, 
together with the Mason and Slidell affair and the possibility 
of England recognizing the Confederacy, caused the suspension 
of specie payment on December 31, 1861. 

Congress met, therefore, to devise some other circulating 
medium of legal tender outside the gold and silver coin. The 
financial problem. therefore. became to the Government the great 
momentous overshadowing question of the. Civil War. 

LACK 0.8' SKILLED FINA..i'l"CIAL LEA.DERS. 

Ex-Gov. Chase, of Ohio, was the new Secretary of the 
Treasury. 

Spalding was chairman of the House Committee on Finance. 
Stevens was chairman of the Senate Committee on Finance; 
It is meant as no reflection on these great men when it is 

stated that it is to be regretted that neither of them were 
possessed of great financial training or ability. 

Chase at first had refused the offer to be appointed Secretary 
of the Treasury becatise, as stated by hlm, of his lack of fin:rn­
cial experience and training. 

Spalding had been connected with a small b:mk. 
Stevens had had little or no financial experience or training. 
This great tremendous financial problem was thus thru.st 

upon and left largely to be worked out by these three nntrained 
men, for in the entire Congress of that day there appeared to be 
few, if any, better qualified. It was remarked by the press of 
that day that there 'vas sore need of a Hamilton or a Gallatin. as 
these times of all times demanded some great finnncial genius. 

Chase began by consulting the bankers of the United States, 
and as a result two schemes were proposed: 

Fjrst. To sell the bonds of the United States at the highest 
market price. 

Second. To make paper money a legal tender for public debts. 
It is worthy of notice here to remark that the firtj plan, 

whlcb text writers now agree should ha,-e been the one adopted 
by the Government. was proposed to Recretary Chase by James 
Gal1atin, a son of the great financier before mentioned. · 

The Government, under the lead of the Secretary of the 
Treasury, finally chose t:be latter plan. and started upon the 
policy of issuing p.aper money as· a legal tender. 

HOW .!.ND,.WHY THE CIVIL-WAR DEBT BECAME SO LARGE. 

During the first period of the Civil War the Government tried 
to prevent suspension of specie payment by two methods: First, 
by issuing Treasury note of long funding period : :;;econd, the 
Government put out Government bonds, known as 5-20's and 
7-30's. 

We should note here that the interest on these bonds was 
promised to be paid in coin, :rnd thnt coin at this tim·e of the 
contract between tbe Government and the money lenders to 
the Government, as well as all through our histo1~y, had always 
been construed by the Government and the Trens{n-y Depart­
ment as meaning gold and silver. No other ronstrnction had 
ever been given by the Government or the Treasury Department 
to the word "coin." 

FA.PER MONEY MADE A LEGAL T E NDER. 

The above efforts on the part of the Government to prevent 
the suspension of specie payment were unaYailing. the Govern­
ment was unable to stem the tide, and finally, as before stated. 
determined upon the policy of issuing paper money as a legal 
tender. 
RAPID DEPRECIATION AND THE SAD E FFE CTS ON THE TAXP.\YEilS OF !!.'HE 

F TURE. 

Treasury notes soon went down to 3i cents on the dollar, and 
paper money went lower. The re ult of all this w as that those 
who had coin to lend the Go, ernment got for eYery do11nr of 
coin lent the Government a Imo t $3 in return of obliga tion and 
promise to pay against the Government. In other words. for 
every dollar lent the Government in coin they b 11 d in return 
therefor a demand for almost $3 in legal-tender rnlu~s. and later 
these money lenders got this lega l tender 3-for-1 rnl 1es of 
demand or promise to pay by th Governnient fnncled into coin­
payment bonds. In the end the wa r debt wbich was tbn.Ci 
made and which was placed 3 "'ainRt the fait h a nrt. crerl it of 
the Government, t~ be pa id by taxing the people of th f11 tm:e, 
was almost three times the real deb t of the war a s menF:m 'ed m 
coin values. 
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Later the money Jenders demanded that Congress should re­
deem the debt in coin when coin was at a premium, principal 
and interest alike. Still later the money lenders demanded 
that Congress should construe coin to mean but one metal of the 
two metals it had always previously been construed to mean, 
and then proceeded to have Congress so legislate that that metal 
should bear a largely legislated premium \"alue. 

A brief list of the leading financial acts of the Ci\il War 
period is as follows : 

Act of July 17, 18Gl: An act to authorize a loan of $250,000,000 
in coupon bonds, registered bonds,' and Treasury notes. 

Act of :-'ebruary 25, 186.2: First legal-tender act. By this act, 
for the first time in the history of our Goyerriment, paper money 

·was made a legal tender for debts. 
Act of July 11, 1862: Second legal-tender act. This was simi­

lar to the first legal-tender act. 
Act of July 17, 18G2 : An act providing for postage currency. 
Act of l\farch 3, 1863: Third legal-tender act. This act pro­

T'icles for borrowing-$300,000,000 for year 1863, $600,000,000 for 
year 1864. 

For this sum Congress was to issue coupon and . registered 
bonds. These bonds to be ten-forties. Interest G per cent. Spec­
ified that these bonds and interest to be paid in coi:.l and to be 
exempt from taxation. 

. The second part of the act proYides, in addition, that the Sec­
retary of the Treasury is authorized to issue $400,000,000 Treas­
ury notes. 

· One provision in this act stopped the exchange of notes for 
bonds after July 1, 1863. This was a very wise provision, as 
there was evidently a move on the part of the holders thereof 
to fund the .whole of the legal-tender notes into bonds, which 
were then rapidly rising at a premium oYer par. 

- .A.ct of April 12, 18G6: An act for the singular purpose of pre­
\enting Secretary McCullough from paying off the public debt 

. too rapidly. Under the construction put on the word "coin" 
· ancl' other favorable legislation, the money lenders did not want 
their money but wanted the obligation against the Government 
to continue as long as possible. 
· .Act of February 4, 1868: An act to discontinue redeeming the 

UnHed States Treasury notes. 
NECESSITY FOR AND CONSTITUTIOXALITY OF LEGAL-TEXDER ACTS. 

As legislation growing out of the legal-tender acts of Congress 
became a burning political issue during and for a long time 
after the Chil ·war, a word as to whether their issue was a 
necessity or not, and also the Supreme Court's conflicting de­
cisions as to their constitutionality, may be appropriate to 
record in passing. · · 

As to the advisability of this method of providing for the ex­
penses of the war. it has already been noted that text writers 
generally pronounce it a mistake. As to whether it was neces­
sary is .a matter of individual opinion. It can hardly be . said 
to have been a necessity in the sense that there was no other 
plan presented or open to the Governmeµt to meet the emer­
gency. 
COXl•'L ICTIXG DECISIONS OF THE SUPREME COURT IN REGAllD TO TIIE COX­

STITUTIO~ALITY OF THE LEGAL-TENDER ACTS. 

The fact that the legal-tender acts of Congress were from the 
first generally regarded as unconstitutional was either wah·ed 
or admitted, but justified as a war necessity. 

Secretary Chase later, when Chief Justice, held that the 
.legal-tender acts were unconstitutional. 

The constitutionality of the legal-tender acts three times 
came before the Supreme Court of the United States and was 
decided by that com:t once unconstitutional and twice consti­
tutionaJ. 

The action of the Supreme Court in these conflicting decisions 
is most interesting to note. 

The cases were as follows : 
THE FIRST CASE. 

STYLE OF CASE-HEPBURX AGAINST GRISWOLD. 1867. 

Statement of case and decision of the court: 
Ju-ne 20, 1860, ·Hepburn gave Griswold promissory note for 

$11.250, payable February 20, 1862. 
l\!arch, 1864, Hepburn, haying been sued on the note in Louis­

Yille, Ky .. tendered payment in United States notes which \Yere 
made a legal tender by the act of February 25, 1863. 

Griswold refused this payment because, compared to tlle 
·rnlue in gold at the time, it would amount to only about $7,000. 

Griswold's plea was that at the time of the loan the legal­
tender act of February 25, 1863 had not been passed, and that 
at tlie time of the contract of the loan, therefore, gold and 
sil\er were the only legal tenders in the United States. 

The Chancery Court of Kentucky decided for the· plaintiff. 
Griswold then took his case up to the Court of Errors of Ken­

tucky. 

The Court of Erroi:s of Kent1;1cky reYersed th~ Chancery ·eourt 
M Kentucky and decided in favor of the defendant. 

Hepburn then carried the case to the Supreme Conrt. 
'l'he Supreme Court, in 1869, decicled by a Yote of four to three, 

the Supreme Court being then composed of but seven members, 
that the legal-tender act of February 25, 1862, was unconstitu­
tional. Ex-Secretary Chase was now Chief Justice of the 
Supreme Court of the United States, and in his decision reYersed 
the opinion whirh be held '\Yhen Secretary of the Treasury in 
1862. . 

Chief Justice Chase deliYered the majority opinion of tlle 
court and "·as sustained by Justices Nelson, Clifford, and FieJU. 
Dissenting opinion by Miller, Davis, and Swain. 

SECOXD CASE. 

STYLE OF CASE-PARKER AGAINST DAVIS. 1872. 

Justice Gray deli\ered the opinion of the court. 
Parker being under contract to coavey land to Da\iS for 

certain sums of money, the Supreme Court of Mas achusetts 
ordered Davis to pay into court the sum of money called for in 
the contrart and ordered Parker to issue deed for said lands to 
Davis. 

The Supreme Court of l\Iassachusetts decided in fayer of the 
defendant. Davis. 

Parker carried the case to the Supreme Court of tile United 
States. 

The Supreme Court of the United States. now compose!] oE 
9 members, by a vote of 5 to 4 overruled the former decision 
of the Supreme Court of the United States, in its first C.leci­
sion in the Hepburn v. Gris,1rold case, and decided that the legal­
tender act was constitutional as a war measure. It will be 
noticed that this deCision left the subject uncertain as to the 
fu ture. . 

Justice Strong delivered tl1e majority opinion of the court. 
THIRD CASE. 

STYLE OF CASE-JUILLARD AGAIXST GREEX:UAN. 1884'. 

Statement of case and decision of the court- .. 
This case arose out of a certain transaction in the sale of" 

cotton. Greenman offered Juillard United States notes in pay­
ment of same. The case was carried to the Supreme Court of 
the United States from the United States Circuit Court of ~ew 
York. 

The Supreme Court of the United ·states, by a vote of 8 to 1. 
Justice Field dissenting, decided 1Uarch 3, 1884, that the legal­
tender acts were constitutional, both in time of peace and time 
of \Yar. 

Justice Gray delivered the opinion of the court. 
THE EFFECT OF LEGAL TE~DER O~ GOLD. 

1\lr. Chairman, time does not permit me to review the many 
important financial legislnth·e acts of this period. I shall · be 
compelled to content myself with a general statement co,·el'iug 
the general tendency of them all as a whole. 

It should be observed in passing that the effect of this legnl­
tender legislation was to depreciate the currency, more than 
double the war debt, and cause gold to continually rise in 
premium above par. · 

In 1862 gold stood at 134. In 1864 golcl reached its highest 
point and stood at 285 and then slowly and steadily declined, 
until on December 17, 1887, gold again touched par for the first 
time since before the Civil War. At 12 o'clock and 27 minutes. 
December 17, 1887, $10,000 in gold was sold at par at the- gold 
stock exchange in New York City. 

The first legal-tender act promised payment of iuterest in 
coin, but macle no promise as to the payment of the principal. ' 

The third legal-tender act promised payment of both principal 
and interest in coin. 

The aim and purpose from this on of much of the fiunncinl 
legislation was to haYe the GoYernment obligations of all kinds 
funded into GoYernment bonds, payable in gold or its equirnlcnt. 

The ad'\antage of this subsequent financial legislation wa , 
therefore, generally with the money lenders fo r the legal-tender 
acts thus funded more than doubled the amount rcceirnd by th~ 
lenders for their original loan to the Government, made the pub­
lic debt higher and harder to me~t by taxation on the people .; 
while it enabled the money lenders, in addition, to largely ab­
sorb and corner the coin moriey-go1d-that the~e same legis­
latiYe acts placed a premium Yalue upon. Thus in reality pay­
ing_ the money lenders almost three to one in coin that hnd n 
legislated added purchasing poVler in the markets of tbe United 
States. The famous act of 1873, against silver coin, frequentiy 
referred to as "r.rhe ~rime of 'i3," aiid tile act of February 20, 
1887, retirilJg the silver trade dollar anu other like financial 
.legislation, -were all measures tending in the snroe general 
direction. 
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1\Ir. · Speaker, it is rather· difficult for one whose sympathies 

are with the great mass of taxpaying people of the national debt 
rather than with the money lenders of tbat debt to give a his­
tory of the financial legislation of this period _ without saying 
some things which might seem partisan, and as that is not the 
intention of this review, I haYe passed by without comment the 
many funding legislati•e acts, and the acts dealing _with the 
status of silver coin, and have limited my obserYations to point­
ing out the general tendency of the financial legislation of this 

IT IS FAIR TO ALL THE PEOPLE AKO IS A PEOPLE'S B°ILL. 

period. 

Next, I wish to observe that one of the best things about this 
bill, if not the best thing about it, is that it is fair to all the 
people and it is essentially a people's bill. 

It can not be truthfully labeled a bankei·~· bill, made by bankers 
for bankers, or a bill to conselle or sene any special interests 
of any kind. 
- It is fair to all the people, and therefore not unfair to the 

bankers or to any other class, as a class. · 
In fact, if there ever wns a currency measure proposed in 

THE s1L\ER AGITATrn~. this country that could be properly called a currency bill by, 
I ha Ye also purposely omitted any discussion of the silYer agi- the people, of the people, .and for the people, the Glass currency 

tation of a later period because the same was political and 'not bill as presented by the Democratic caucus to this Congress at 
legislative. Howeyer, t'\Vo singularly strange incidents may be this time is that bill. [Applause.] 
recor.ded-one has happened, and the other may happen. A BILL FOR THE TILLERS OF THE SOIL AND THE LADORERS. 

The first is this: . Next I observe that we have here a bill for the tillers of the 
The advocates of silyer lost while at the same time tlleir basic soil and the laborers. 

principle won. For the first time in our history we have prepared a financial 
The basic principle in the argument for silyer was the abso- measure that reaches down with currency legislation to the 

lute necessity for a larger per capita circulating medium. tillers of the soil and the laboring masses. The farmers and 
While the fight for this principle was on no other metl).od was laborers wm find this bill their triend in time of stress and 
known to human knowledge whereby this could be accomplished need. I was one of those who was glad to see farm products in­
other than to restore silyer to its ancient and honorable posi- eluded in this bill as a basis for credits and loans to the farm­
tion which it had always held as coin demand payment. ers, and that feahire of the bill is a great step, in my opinion, 

The advocates of silver lost. Shortly afterwards there hap- in the right direction. 
pened what no mortal man could haYe foreseen. A wh~at With this measure we only need the future legislation in­
famine, cqYering more than one-half of the wheat-growmg tended and promised by the Democratic Party on farm and 
region of the world, in which region lived more than one-half r~1ral credits to give us the best currency system for the farmers 
of the human race. made a trade demand upon us and brought and laborers ·ancl the common middle business man enjoyed by -
the trade money balance largely in our favor. Closely following any nation on earth. 
this came the discovery of great quantities of gold in the Klon- OTHER STRONG FEATURES OF Tm<} BILL. 

dike. And thus by these two unexpected methods the larger Other strong features of this bill that will app~al to all the 
circulating medium was brought about in a way undreamed of people af!.d commend the measure as wise, fair, and desirable 
by mortal man, so that in this unexpected way the silrer adYo- are: 
cates lost their fight while winning their cause. First and foremost. It places our money system-the lifeblood 

The other singularly strange incident that may happen in the of trade aud the people's prosperity-into the hands of the peo-
future is this: 1 • · 

Those who want a single stanclard, and that standard built P e 8 ~'epresentatives, chosen from ai:nong the people, a board 
of unmterested arbitrators who can do exact justice to all the 

upon the scarcer metal because it is the scarcer metal, may be people and to the banks and business interests as well tendino-
compelled in the future to transfer their love and allegiance thereby to bring about a better understanding and c~nfidenc~ 
from gold to silver, for when Alaska is developed, as deyeloped where before has existed suspicion and often strife. 
it must be some time, that great undeyeloped wonderland of the And here is the great overshadowing distinction between this 
world has and will furnish such an immense and inexhaustible bill and the proposed Aldrich bill: 
supply of gold that the gold supply of the world is likely to ex- Th Ald · h b·n 
ceed the silver supply of the world; and the flood criers of the e nc 1 proposed to hand over to the representath·es 

of the banks, thereby to the banks themselves, the fate and 
future will be compelled to cry out against a flood of gold keeping of our currency medium, and thereby the fate and hap-
rather than a flood of silYer. piness of the welfare of the people. 

ALASKA B:oLns THE GOLD suN>LY OF THE FUTURE. · The difference between this bill-the Glass bill-and the 
England, by a wiser policy than ours, in developing the Trans- Aldrich bill is the difference between aims and purposes beaded 

vaal is from that Cf:mntry furnishing 40 per cent of the world's and monng in opposite directions. · 
supply of gold. Second, and almost equal in importance. It will forever pre-

When the United States becomes wise enough and sensible vent the drawing in and massing togethtr of the money from 
enough to develop Alaska, Alaska will be able to furnish GO per all o-ver the United States at Wall Street, New York for 
cent of the world's supply of gold, as well as open up home- speculating and gambling purposes, or for operating that' des­
steads for ten to fifteen millions of people of Yirgin cheap farm picable system of inflating and selling, then wrecking and 
homes. buying, that has caused bankruptcy of solvent honor~ble busi-

PERIOD OF SPECIE RESG:\IPTIOX TO THE PRESEXT Tll\IE. ness, blasted homes and fortunes, and even strangling the yery 
By act of Congress, January 14, 1875, Congress pronded for Government itself into bond issues in the past. 

specie resumption to begin January 1, 1879. Third, and coequal with the others. It will tend to largely 
1\Ir. Chairman, I Yery much regret that time compels me to preYent and, we trust, make impossible real or handmade 

omit a review of this period without even mentiou- of the great pan,ics in the United States. 
financial acts for funding the public debt and those great finan- Fourth. It g;i-res the farmer and honest business man access 
cial acts regarding silyer coin like the Bland-Allison measure to money when he needs it. 
and other great silver ·legislation of this period. This great Go-rernment of the United States that rests so 

Neither will I have time to call attention to recent financial largely upon the farmer and laborer proposes, in thls measure 
legislation like the Vreeland bill and the-. Aldrich bill. to assist him, in times of need, rather than permit him to be 

I shall come at once in closing to the present financial legisla- oppressed in times of need, as formerly. 
tion now under the consideration of this Congress, the Glass The bill, therefore. prevents Wall Street from drawing the 
currency bill. money away from the country when and where needed. 

THE PExoxxa er.Ass cunn.Excy BILL. The bill giYes authority to make farm loans based on agri-
And now, Mr. Chairman and gentlemen, I inYite your atten- cultural products. 

tion to a ·few brief obsenations on this present great construe- The bill seeks to prewnt gamblµig in farm products. 
tive measure now before this House, the Glass currency bill. The bill puts the farmer, the laborer, and the little business 

A GREAT coxsTRuCTIIE MEASURE. man all on the same level with and equal with big business 
First. I desire to state that tbe Glass currency bill is a great in any financial fayors that can be properly granted by the 

constructive financial measure. National Government. 
Lay this currency bill down on your study table side by side The bill restrains the an1.rice of wealth and encuurages 

\\ith an;i of the great currency .bills of the past in our history honest inyestment and honest enterprise by offering a helping 
and study it in critical comparison with tile greatest of them hand and a place of refuge to which to flee from the attack of 
~nd it will compare favorably with the greatest financial meas- the despoiler. 
ures ever presented in this country or any other land. WHY THIS MEASGRE IS EXTITLliD TO DE:\IOCRATIC SUPPORT. 

It maps out a great constrnctiye financial policy for the pres- l\fr. Chairman, no human effort can be perfect, but we can 
ent needs and future development of the United ~tates. honestly claim for this bill that it is an honest effort to correct 

L--30!) 
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the wrongs and inju'stices of the past, to redeem our · promises 
to the people, and give to the country an horiest financial system, 
fair to all the people, rich and poor alike. 

If any Democrat has any doubts about any part. of this bill, 
he can well afford to resolve them all in favor of the bill when 
he considers that it has the unqualified support of the four 
most illustrious, trusted, and eminent Democratic leaders in the 
Nation. . 

Our illustrious President, who has won and holds the respect 
and admiration of his countrymen and the world, who has met 
and measured up to every delicate emergency with such great 
consummate skill and patriotic ability as to challenge the praise 
and receive the applause of all the people, and whose influence 
for better things is felt around the world. [Applause.] 

His great Secretary of State, William J. Bryan, whose master­
ful management of thnt great office as the Nation's premier so 
richly justifies the expectations of all his friends who have loved 
him and followed him with unexcelled de\otion all these years. 
[Applause.] -

The great Speaker of this House, grand old Democratic 
CIIAMP CLARK, whose name has been a synonym for Democracy 
for 25 yea.rs in all parts of the United States, and whose white 
plume, like that of Henry of Navarre, is al ways seen in the 
front of the battle wherever Democratic battles are waged. 
[Applause.] 

'.rhe trusted, loved, and respected leader on the floor of this 
House. OscAR UNDERWOOD, a man on whose intellectual brow 
the fires of genius brilliantly burn and of whom I can fittingly 
paraphrase Halleck's lines: 

in ·pe~ce and safety they · can sail the-sea of any human indl'1stry 
without fearing the black flag of a pirate crew. 

In truth, to make life a little sweeter, toil a little lighter, the 
poor man's home a little happier, and the world a· better place 
to li"rn upon. · 

We want to enact such laws as will help men more and more 
to be brother helpers in the race of life and less and less heart­
less destroyers, and thus have the laws of this great Nation 
patterned after the devine law of love and justice, in the spirit 
of the golden rule, -which, translated into the human law govern­
ing the daily business affairs of men, means, I think, in this 
great world in the race for life, special favors to none and equal 
opportunities to all. [Applause.] 

REFERENCES. 

For the benefit of tbe reader or student wis.hing to inv~stigate 
this subject, the following texts consulted in the preparation of 
this address are herewith listed and recommended: 

Dunbar's Laws on Currency. 
Bolles's Financial History of the United States. 
Elliott's Report on the Financial SystC'm. 
American State Papers, 5 volumes, on finance. 
Debates in the Constitutional Convention. 
Quarterly Journal of Economics. 
The Writings of Jefferson, Hamilton, and Gallatin. 
Madison's Notes. 
Adams's History of United States. 
Hildreth's History of United States, volume 4. 

·Von Holst's History of United State\l. 
Mc:Master's History of United States. 
Clark and Hall, History of the Bank. 
Life of John Sherman. 
James G. Blaine's Twenty Years in Congress. 
Speeches-Webster, Clay, Calhoun, Benton, Sherman, Bland, Bryan. 

None knew him but to love him, Benton's Thirty Years in United States. 
Or name him but ,to praise. Taussig's History of Taritl'. 

, [Applause.] . Sunset Cox's Three Decades of Federal Legislation . 
.And I want to say that when these four illustrious Democrats ~~~~;~~sbbt.P~~?JlnPs~partment. 

all join in singing the praises of this bill. in one harmonious National Currency Ac.ts of Congress. 
strain it makes most sweet and exquisite music to Democratic Mr. HAYES. Mr. Chairman, I yield 15 minutes to the gentle-
ears. man from Michigan [Mr. SAMUEL W. SMITH]. [Applause.] 
_ Mr. Chairman, it is a pleasure and an honor to serve under l\fr. SAMUEL W. SMITH. l\Ir. Chairman, this debate: which 
such leadershl'p-a leadership that is moving forward to bet- is sure to be a memorable one in the annals of ' the · American 
ter laws and higher plains of life and· justice in the affairs of Congress, would be much more interesting. instru'ctive, and in­
men and nations; a leadership that can hear the heartbeats of spiring if the action of the Democratic caucus had not alreRdy 
humanity above the clinking of the coin; a leadership that can disposed of this proposed legislation in advance of any discus-
1·ecognize that the greatest asset and defense a nation can have sion in the House. 
is strong, contented, industrious, God-fearing working men and It is in no spirit of criticism or unkindness that I call atten-
,yomen and realize the truth of the poet's state_ment- tion to the fact that never before since the formation of the 

III fares the land, to hastening ills a prey, Government has there been such a complete surrender of the 
Where wealth ac!!umulates and men decay. individual representative rights and privileges of Members as is 

And it is the most hopeful sign of our times that leaders of shown by the Democratic Members of this House in the passage 
all parties are striving to put the welfare of the man above the of the tariff bill and as is proposed in the passage of the cur­
material profit of the dollar. It is very gratifying to see this rency legislation. 
bi11 secure such great support from so many members of the . Practically every Democrat in the House, if the press has 
Progressive· Party. · Some of us have been here, willingly, since correctly reported the proceedings of the Democratic caucus, has 
the first day this Congress convened, ready always to help to surrendered his right to offer amendments to this b.ill, save 
bring to all our countrymen the benefits of the magnificent pro- the 14 members of the Banking and Currency Committee. For 
gram mapped out by our great President. illustration. there are six Democratic Representatives from the 

It is to be hoped that the other coordinate branch of-Congress, State of Oklahoma, where they have a law guaranteeing all 
the Senate, will be able to differentiate between due delibera- bank depositors, and I am informed that while it is not alto­
tion and dull delay, so that we can soon, in the fullness of that gether satisfactory the people of that State would not consent to 
joy of duty well done, meet our constituents with every promise its repeal. 
redeemed by enacting these great measures into law. Suppose a constituent of one of the .Democratic Members 

.And when we have enacted into law the great tariff bill, as of that State were to send him an amendment to this bill pro­
passed by this House, and this great constructive currency bill, viding for a guaranty of all bank deposits, the Member would 
as presented to this House, we shall have served our country- have to write his constituent and say, "I can not do it;· I have 

. men so that it will always be regarded as an honor to have been surrendered my rights as a Representative; I have delegated 
a Member of this Congress; for if these two great measures are the same to a Democratic member of the Banking and Currency 

· what we intend them to be, and fervently hope they may prove Committee," and then what would happen if no Democratic 
to be, we shall have had the proud honor and privilege of having member of the Banking and Currency Committee would offer 
a part in passing the- greatest and most beneficial legislation the same? 
enacted in a third of a century. I do not believe the people will or should sanction this 

This House · has realized the full obligation of every promise course of procedure upon the part of any Member of any pn rty. 
made the people and has fully measured up to its duty with an If so, let us do away with representative government, and legis· 
honest effort to redeem every promise made the people. late entirely by caucus. 

If there is any failure, the blame must rest elsewhere and not I regret that this bill should haye been made a party measure, 
on those who have labored long, earnestly. and faithfully in for there was no necessity for such a course. Members of nll 
this House to carry out the expressed mandate of the people parties were and are practically a unit in agreeing thnt we 
and the solemn obligation implied in an election to this body. should have a more elastic currency; that there ought to be 
· We have intended to legislate so that we might lift the burden better means of rediscounting commercial paper and n more 
from the back of labor-so that the po91\ with renewed hope, effective supervision of the national as well ns Stnte banks, 
could lift up their heads into the sunlight of hope and thank anfl in the main are agreed on many of the provisions in this 
God and take new courage. We have intended to legjslate so bill, and I think it would have given much better satistactlon 
that we might subdue the privilege of organized wealth, prevent throughout the country if there had been no attempt to mnke 
legalized theft, and stop avarice from eating the bread produced I it a political measure. . 
by the sweat of honest toil. rApplause.] My time, like most Members who :tre not ·on the Bn.nklng nnd 
' We ha>c intended to legislate so that we 'Jnight invigorate all Currency Committee, is limited; therefore I sbnll riot attempt to 
honest business-unchain the limbs of honest enterp1ise so that discuss the bill in detail, except to say that the blll is n·ot en .. 
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tirely to my liking, but I am inclined to Yote for it in the hope 
thnt it will be furtller irnpro\ed \\hen it comes to us from the 
other entl of the Car>itol for final action. 

I think the bill is lucking in this most es entinl thing-that 
there is no proYision guaranteeing bank depositors. I know 
thnt many uankers are opposed to it, l>ut they hould not be. 
Some farnr it, but clo not feel free at this time to express thern­
seh'e . All shoul<l f31or it for it is just nnd right, and I believe 
the dny is ra1)i<l.Jy ap1)roaching when it will be the law in most 
if not all of the States. 

It is quite the custom throughout the country for banks to 
borrow money from State and county trea urer and from other 
sources and guarantee the same. Will some one explain "hy 
the inui\idual depositor shoulcl not enjoy the same prh·ileges 
nnd be ginn a guaranty for his de110 its? It may not be 
deemed wise nt this time to add such a pro\"i ion to this bill. 
I know that it would be practicaJly useless for a RepubliCTLn to 
offer ::mch an amendment, in Yiew of the action of the Democratic 
cnucus. Howeyer, you insist in this l>ill that the Government 
shall guarantee the bank note. \Vhy should not the banks 
guarantee a11 bank uepositors? Do this, and money will come 
from :ill the hiding places. 

I fully realize the great opposition there is in thi · body to 
this proposition, but I am not discouraged nor dismayed. I 
llaYe been in Congre s long enough to witness as much o~· more 
opposition to the reuuction of express rates, railway-mail pay, 
the abolition of railroad pas es, telegraph and express franks, 
the establishment of rural free delivery, postal sayings banks, 
and parcel post. All these and many more haYe been nccom­
pli hed to the great satisfaction and ad\antage of all the people. 

In passing I want to call attention to another matter that is 
dear to my heart, name1y, postal telegraph. There must always 
be some one or ones to bear the brunt and take the criticism, 
a.ncl there are at this time tho ·e who ouject to the control of the 
telegraph by the Government in any form, but the light is shin­
ing brighter and brighter and ther.e are growing e\idences every 
day that after all the years of discussion something in the way 
of practical legislation is soon to be accomplished. 

'.f'he night-letter and <lny-letter telegrams are doing much to 
convince the people that if the Government cloes not own the 
telegraph it certainly ought to further regulate it in the inter­
ests of the people, to the end that we may have cheaper rates 
anu better service. 

I find this plank in tlie Democratic national platform of HlOS: 
TELEGRAPH .AXD TELFlPHO){E. • 

We pledge the Democratic Party to the enactment of a law to regu­
late under the jurisdiction of the Interstn.te Commerce Commission the 
rates and services of telegraph and telephone companies engaged in the 
transmission of messages between States. 

This is certainly a step in the right direction. 
I fully realize that the honor of introducing and passing such 

a bill will not be acco1:ded to any one in the minority, and I 
therefore hope that some Democrat will introauce such a bill 
and that it mny be speedily enacted into law. 

I have said that some banker already fa>or the gunrantee 
of bank deposits. I desire to read a letter from one of these. 

Fms:r STATE AXD SAIIXGS BAXK, 

Hon. S. W. S~IITH, M. C., 
TVashi11gto11, D. 0. 

• Ho11;.ell, Mich., June 17, 1913. 

DEAR SIR: I have your letter of June 15, and take great pleasure in 
replying thereto. 

The ideas that I entertain concerning guaranty of bank deposits 
is derived from the operations of the Livingston County Mutual Fire 
Insu1·ance Co. Thi· is an organization of farmers. Has been in 
operation about 40 years for the purpose of insuring their property 
against loss and damage by fire and lightning. 'I'beir paid officers 
consist of a secreta1·y having a salary of about $800 a year, a board 
of five directors who are compensated by the day for the little work 
they are called upon to do in the way of adjusting losses, and a re­
ceiver in each township who collects assessments. 

During the yea1·s the farmers have maintained theil' insurance 
for a small fraction of the amount charged by old line companies. 
They never have any consideralile ca h in thei~ treasury and make as­
sc sments once and sometime twice a year, the assessments being 
so small that they do not notice them. I can well remember when 
strong arguments were made against such insurance. Mr. A thought 
his neighbor Mr. B too careless and l\Ir. C might burn his property 
to get the insurance. '.rime has obliterated those arguments. 

-n·e have in Michigan a very efficient banking department of the 
State government, and I lielie;e there has been no bank failure in 
Michigan nor any loss suffered by depositors in more than two 
years, and I do not think there will be any loss to any depositor 
in State banks in many years in the futme. National banks are 
ul)dcr a like supe1·vision, which I think is quite efficient. It is not 

1to~it~~tyTg;y s~g~~ ~~ogg~ioe~~! fgva~~mEJ~tsis t~;ug~gt~~ ~~~~s df~ 
ab olutely protect depositor , and the smallest depositor should have 
as absolute protection as the largest. 

The banks combined are perfectly equipped to protect depositors. 
Now, when a bank fails or shows any conditions of insolvency the 
bank commissioner is anthol'ized to· intervene, take possession of the 
bank and take steps to wind up its afi'ait·s. 

I should like to lla"\"e the Federal Government give its bank depart­
ment ample power to levy an assessment upon all national banks, 

npon some pro rata method, to raise sufficient funds to tneet any 
deficit in any bank unable to pay its depositors in full. This done . 
by some scheme of as essments, and I now say, based upon past his­
tm·y, the as essments would be so small as to cause no embarrassment 
whatever. 'l'he States would each work out their own guaranty 
upon the same plan. • 

I have beard a wise city banker exclaim that it was not rigl;)t to ask 
the careful, safe banker to insure the reckless and vicious, but that 
is the old argument that has been exploded relative to life and fire 
insurance long ago. 

Certainly if the bankers can not trust one another why should the 
people do so? Again I have heard the same banker say that anybody 
could start a hank unde1· such conditions and his depository be as safe 
as another. That is not true under such conditions any more than 
now. Granting of new charters now is, and always can be, controlled 
and regulated to meet the best needs of existing conditions. Probably 
existing !Jank could not be compelled to accept this modification of 
their charters, but new banks can and I do not believe the old banks 
could 01· would or would think they could afford to fail to promptly 
accept the. e wise provision. . Assessments, in my opinion, would be 
less for many banks than they are now paying to various bonding 
companie!': to guarantee variou municipal and other corporate de­
posits. By thfa scheme no assessments at all would be made until a 
necessity existed for the protection of depositors, and, as I have stated, 
if bank failures are no more frequent in the future than they have been 
in the pa t these assessments would be trifles. Bank failures will not 
be as frequent in the future as they have been in the past principally 
because of the efficient supervision of the departments. 

If there is a reasonable argument that can be advanced against this 
method. I should lilrn to hear it. I do not believe one can be made. 

'.rhe other question respecting the source from which sufficient circu­
lating medium can be obtained in times of stringency is very closely 
allied with the bank guaranty. 

-n·e have in this country at the present time a sufficient amount of 
circulating medium to meet our requirements. The notion seemingly 
entertained by some that this circulating medium leaves the count1·y 
at intervals so as to create a st1ingency is the height of folly. It 
does not do anything of the kind. The only time we have a stringency 
is when our people become frightened and hide the money---commence 
hiding it in great vault . From this the disease spreads until it reaches 
the old stocking and the cellar. So that, as I see it, what is needed is 
a provision that will not allow that hiding to distress the business 
interests of the country. If I am correct in my statements, the remedy 
will not ha,·e to be applied to any great extent, but the knowledge 
that we have the remedy ready for use will keep conditions usually 
no1·mal. 

The remedy I sugge t is this : The power to coin and issue money 
should be strictly a governmental function. Most of our business is 
done on credit, and value is . based upon credit in a large measure. 
The only true value is that which grows out of the ground or is dug 
from beneath its surface. When money goes into hiding and when 
the people will not allow the people to use the circulating medium in 
carrying on the business of the country, then there should be a tem­
porary means of forcing the borders of money to release it. That, I 
believe, should be done in this way : If the Federal Government, through 
its Treasm·y Department, would issue and loan to national banks what­
ever money they required at a rate of interest, say, doul>le the current 
rate, and which they could secure with municipal bonds of the species 
now acceptable by the United States •.rreasury to secure postal-savings 
deposits. '!'his would at once put the national banks in a position 
where fright of its depositors would not close theil' doors, and the 
national banks could in turn, if necessary, assist their correspondent 
State banks. 

The high rate of interest under such conditions paid for the loan 
would be willingly and gladly paid, and would with equal force insure 
the early return of the loan. 

In fact, I believe this regulation might be in force for months and 
years without a dollar being called for. The knowledge to our banks 
and to our people that such salutary provisions had been ananged 
would be the quieting powder that would be almost a sure preventative 
again t that mental disease known as panic. 

Yon have my permission to use my communications to you in any 
manner that you see fit. 

\ery respectfully, yours, W. P. VA~ WI:YKLE. 

So that you may know more of the gentleman whose letter 
I ha.Ye just read, I want to say that he is the president of a 
succe sful bank at Howell, LiYingston County, l\Iich., who bas 
given the subjects referred to in his letter a great deal of 
thought and study; is an able lawyer, in politics a Democrat. 
and a citizen who enjoys the respect and confidence of all who 
know him. 

It is of the greatest importnnce that the super>ision of na­
tional and State banks be brought to the highest state of per­
fection . When this is done. it must be self-evident that the 
loss to uepositors as well as from all sources will be Yery small. 
Let us insist and persist until the supervision of banks reaches, 
as near as possible, perfection, :ind then bank fail mes will be 
things of the past anu there will be less and less fear and no 
objections from any source about guaranteeing depositors. 

A short time ago a banker called my attention to the fact 
that he OelieYed there was something wrong in the management 
of another bank nnu he promptly called the attention of a bnnk 
examiner to the same, who immediately Yisited the bnnk, and 
whose visit proved a Yery timely one in the inMrests of all 
concemecl. I have been thinking more and more that it might 
be an excellent thing if the banks were compelled to guarantee 
the depositors, and in this way they would each, in a measure. 
haYe a supenising eye over each other, which might pro\"e 
of lasting benefit to the banks :is well as to the depositors. 

When we borrow money at the bank it has the right nnd pri>i­
lege to feel and know that the security which we gi\e is of 
such a high order that the money which we re~eived will be 
retumed a hundred cents on the dollar, principal and interest. 
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Why . should not the depositors enjoy . the same right and prhi-
· 1ege when he deposits his money with the bank? 

Recently the1·e was a bank failure in Michigan of a State 
bank with a capital of $20,000 in which the cashier, during a 
·period of about six years, wrongfully took more than $100,000. 
During this time he successfully evaded the scrutinizing eye 
of several bank examiners; but now that it is o-ver and it is 
known how it was done it will be easy to amend the law so that 
this can not occur again in Michigan. Our banking laws, like 
many others, are still imperfect. I am not a banker, but I be­
lieve it is possible, and I hope that some banker, business nian, or 
some one will work out a plan whereby there can be a guaranty 
to all bank depositors and a law that will give general satis­
faction, and he who does this will receive the eyerlasting thanks 
of a grateful people. [Applause.] 

l\fr. GLASS. l\Ir. Chairman, I yield 20 minutes to my col­
league from Mississippi [Mr. STEPHENS]. 

.Mr. STEPHENS of Mississippi. Mr. Chairman, the charge is 
frequently made that our banking and currency laws are the 
worst in the world. That they are inadequate, both to meet the 
requirements of the financial world and to properly safeguard 
and protect the interests of the people, is unquestionably true. 

There is an insistent demand for the reform of these laws. 
One great reason for this demand is that abuses have grown up, 
either under law or because of the want of legal restrictions to 
prevent them, by which the great masses of the people ham been 
forced into financial slavery. 

Money is a social necessity; therefore eYery phase of life i~ 
affected by our monetary system. It affects society collectively; 
it affects every individual, no matter what his occupation or 
station in life may be. 

Any power that can control the money and credits of a nation 
is dangerous and is capable of absolutely enslaving and pauper­
izing tl1e millions of those who toil for a li\elihood. 

That such a power does exist in this country has been gen­
e1;ally believed for a long time. It is commonly termed the 
Money Trust. 
. President Wilson. while governor of New Jersey, said: 

The greatest moBopoly in this country ls the money monopoly. So 
long as that exists our old variety and freedom and individual energy 
of development are out of the question. The industrial nation is con­
trolled by its system of credit. This is the greatest question . of all, 
and to this statesmen must address themselves with an earnest determi­
nation to serve the long future and the true liberties of men. 

The Money Trust became a subject of much discussion in the 
nress of the country. Political speakers found in it an interest­
ing theme. The people began to wake up to the importance of 
it. Public seutiment was aroused to such an extent that it 
became imperative that some action be taken to relie·rn the 
peDple from the bondage of financial sla >ery. 

lIONEY~TRGST I:-.VESTIGATIOY. 

Finally a resolution was introduced in the House pro"\"iding 
for an investigation of the subject. 

It was alleged that a small group of financiers had acquired 
such· control of some of the great financial and industiial cor­
porations of the country that they were, in a la~rge measure, 
the masters of the finances of the entire country. It was said 
that they were able to use the funds and property of the great 
national banks and other moneyed corporations in the leading 
money centers to conh·ol the security and commodity markets; 
to regulate the interest rate for money; to create, avert, and 
compose panics; to dominate the New York Stock Exchange; 
and by virtue of their associations and business connections to 
wield a power over the business, commerce, credits, and :finance 
of the country that was despotic, dangerous, and intolerable. 

Further, that national banks and other moneyed corporations 
have been used for the promotion and exploitation of speculative 
enterprises and in acquiring stocks of other banking institutions, 
and that the funds of these institutions have been used to absorb 
competitors. 

In other words, that the banks and moneyed institutions were 
in many instances being diverted from their normal functions 
and legitimate purposes and were being used as instrmllents in' 
the hands of a few small groups of financiers for their own 
selfish purposes, to the end that they might grow richer, having 
absolutely no regard for the rights, interests, or necessities of 
the whole people. · 

A resolution was adopted in the House authorizing the Com­
mittee on Bunking and Currency to make an investigation of 
the so-called Money Trust. The resolution :was very broad in 
its terms, giving authority to inquire into the matters referred 
to, all questions relating thereto, and many others. 

A subcommittee of 11 members was appointed by the Banking 
and Currency Committee to conduct the inquiry. The Demo­
cratic members were Hon. .A. P. Pujo (chairman), Hons. W. C. 
BROWN, R. L. DoCGIITO~, J . .A. Daugherty, J. F. BYRNES, G . .A. 

NEELEY, and myself, and the Republican members were Hons. 
Henry McMorran, E . .A. HAYES, F. E. G"CE&NSEY, arul w. B. 
Heald. · 

The committee began hearing testimony on May 16, 1912, and 
concluded its labors on February 28, 1913 . 
. The. committee cared nothing for suspicions, surmises, or in­

smuat1ons as to the existence of a "Money Trust," but It wa.s 
after fac~s. In order to get at the · facts it was necessary to 
cap as mtnesses those who were on the inside. Neiu ly ev-ery 
witness was a member of the crowd that was uncler irrrestiga­
tion. The most eminent financiers, the largest speculators. the 
boldest manipulators of speculative enterprises the most actiYe 
participants in the effort to concentrate th~ control of the 
wealth of the country into the hands of a favored few wer~ 
called to testify. So there can be no contention that the con­
clusions of the committee are bai=ed upon testimony that came 
from witnesses prejudiced agajnst wealth or tainted with a 
~piri~ of ana~chy or socialism or inspired by any feeling of 
ill will or desire for revenge for some fancied or real injury. 

I am glad that I served on this committee. It gave me the 
opportunity to see and hear these men, to learn at first hand the 
methods used by them in acquiring such wonderful control 
over the finances of the country, and also to have an insi<Yht into 
their views bf the ethics of business. "' 

All t,he testimony was interesting; much of it was startling· 
some of it was disgusting: ' 

Interesting, because it had to do with a subject that is of •ital 
importance to every citizen; startling, because it told a story 
that shows that ~hile the· people of this Nation · are politically 
free they are financially enslaved; disgusting, because it proves 
that many of the great financiers of the country are go>erned 
solely by the lust of lucre; that they have made "gain their 
master idol"; that in business affairs they have no sense of 
fairness, of common honesty, or moral shame. 

Listening to the testimony of some of the witnesses-big men 
of Wall Street-it occurred to me that they might very well 
say of themselves, in the language of the Prophet Isaiah : 

I have removed the bounds of the people, and have rohbed their 
treasures, and I have put down the inhabitants like a valiant man. 
And my hand hath found as a nest the riches of the people · and as 
one that gathereth eggs that are left, have I gathered all the earth • 
and there was none that moved the wing, or opened the mcmtb or 
~~~ ' 

The testimony taken by _ the committee made several thousand 
pages of printed matte1·. It will, of course, be impossible for 
me to review this. great >olume. The inquiry relates particu­
larly to clearing-house associations, to the New York Stock 
Exchange, and to the concentration and control of money :md 
credit. I shall refer briefly to some of tl::ie most important fea­
tures of these subjects. 

CLE.ARL"'\G-IIOUSE ASSOCIATIO~S. 

Clearing-house associations have been organized in many of 
the large cities. •They are unincorporated institutions. Certain 
banks in a city, through the officers, get together, form the 
association, and formulate rules for its government. 

In New York City only banks with a capital of $1.000,000 are 
permitted to join. Other banks with a less capital, that are 
termed nonmember banks, are allowed to clear their checks 
through member banks. These nonmember banks have no voice 
in the management of the association. 

The primary object of the association is to facilitate the col­
lection of checks by banks in the same community. This object 
is both legitimate and useful. Mr. Sherer, manager of the New 
York Clearing House, stated that it would be a practical impos­
sibility to conduct a large bank without clearing-house facil_ities. 

That this privilege of clearing is of value to small b::inks is 
unquestionably b·ue, but the "financial aristocracy" of Wall 
Street is unwilling to recognize any bank that is not in the 
million-dollar class. In Chicago the only requirements are that 
the bank shall be incorporated, either under the State or Na­
tional law, and that it shall be solvent. One of the b:mkers of 
that city testified that recently a special effort had been made 
to get every bank to become a member. 

The true function of a clearing house is to give a meeting 
place for representatives of all banks entitled to the privilege, so 
that each bank may deliver the checks that it holds against the 
other banks and receive in exchange the checks drawn against 
it, the difference in amount being paid in cash. This results in 
a great saving of time, expense, and labor, and reduces the riSk 
of carrying large sums of money from place to place. 

However, the clearing-house associations have exercised other 
powers than simply to exchange checks and pay balances, 
Although they have nothing to do with out-of-town checks it 
was learned that 91 associations require members to charge a 
specified rate for collecting such checks, under penalty in many 
of them of the payment of a fine for the :first offense and expul- -
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sion for a second offense. This is an abuse that ought not to be 
tolerated, as it stifles competition and is prejudicial to com­
mercial intercourse. 

Some of these associations not only regulate exchange charges, 
but claim the power, and doubtless exercise it, to say to whom; 

· for what amountis, and on what collateral loans shall be made 
by members. 

That these associations have enormous power is indicated by 
the testimony of Mr. She·rer. He was asked, "If some day the 
clea ring-house committee took it into its he::ul that they did not 
think that a bank was a proper member they could end it, could 
they not? " to which he replied : ""' Yes; they .could take a way any 
bank's privilege." He said further that "banks have been 
closed because the clearing house has withdrawn their prili­
lege " ; also, " tllat the rumor that the clearing-house privileg0 
bas been withdrawn is sure to cause a l'un on a bank.'' 

An illustration of the effect of the withdrawal of this prhi.­
lege is found in the failure of the Knickerbocker Trust Co. It 
had a capital of $150.000, and therefore was not allowed to be­
come a member of the ciea.ring house, but was forced to make 
its clearances through the Bank of Commeree, which was · a 
member bank. Under tlle rules the Bank of Dommerce had the 
right to give the trust company notice that it. '\VOuld refuse to 
clear for it any longer. This notice W"as given and the bank 
wa.s forced to close its doors the next day, "hich started the 
panic of 1907. 

This action wu.s taken although the bank wa s entireJy sol­
vent, as was shown by the fact that on its reorganization it 
paid its debts in full and had a surplus oyer. 

Another example of power of the c1earing house to destroy 
solvent banks is found in the treatment accorded the Oliental 
Bank, which was a member .of thB association. It was clearing 
for two or three other banks, and the committee gave it notice 
that it must cease to do so, and forced the president -0f the 
bank to resign, although upon an investigation bl-ing made of 
the Oriental, at its request, it was clearly shO\\"Il that it was 
entirely solrent. 

Later th~ Oriental took -out clearing-house certificates, as did 
all the banks during the p·anic, Cl.epositing the1·efor collateral to 
the amount of more than two dollars for one. Afterwards, and 
before the panic was over, notice was given. this bnhk and others 
in like condition th.at these certificates must be retired in a 
-very short time. This fact was publi hed in the newspapers 
and so excited the depositors that a run ~as ma.de upon the 
bank and it and three other banks were forced to clo~e their 
doors within a day or two. · 

Mr. Hepburn, one of New York's great bankers, said that this 
action of the clearing house was "a gr-eat mistnk:e.'~ .Mr. 
Kelly, the president of the bank, called it ~· a tragedy of 
finance." It was, becau e eTery one of the banks was solvent 
and paid all its debts. 

As I have said, these .associations are unincorporated. They 
are not regulated by law and the courts have no jurisdiction 
over them. No matter how many "sad mistakes" are made, 
no matter how many "tragedies of finance" a.re enacted, the 
nctims mast suffer, without any relief from the courts. It 
clearly appears from what has been said that they exercise 
powers too important and far reaching fo be beyond the regula­
tion and control of law. 

NEW YORK STOCK EXCILA..."GE. 

It has been said that the New York Stock Exchange is 
"probably one of, the most important financial institutions in 
the world." There can be no doubt that it does exercise a very 
powerful influence over the finances of this cotmtry. It is a 
market place for the stocks, bonds, and other securities of 
corporations. 

The exchange is not incorporated and makes its own rules 
and regulations without any restrictions of law. Its member­
ship is limited to 1,100. No one can join except where there is 
a vacancy caused by the death, resignation, or expulsion of a . 
member•, or by the purchase of th~ seat of a member. l\Iember­
ship is much sought after, as is indicated by the fact that 
$DG,OOO has been paid for a seat. 

The exchange has become a great factor in the hands of the 
gambler and manipulator. It is just as legitimate to have a 
mar1rnt place for corporate securities as it is to have one for 
agricultural products or any other commodity. The evil con­
sists in the fact that its operations are not restricted to the 
purchase and sale of securiti€s just as actual c;ommodities are 
bought and sold, but 'it is used very largely for the purposes 
of gambling. The committee appointed a few years ago by 
Gov. Hughes, of Kew York, to im·estigate the exchange, said 
in its report that_:_ · 

It is u;iquestionable that only a. small part of the transactions upon 
the exchange is <>f an in~estment character; a. substantial part muy 
be characterized as virtually gambling. 

The exchange does not work aecording to any fixed law. The 
natural law of supply and demand has no place in the philosophy 
of the exchange or -of the operators of Wall Street. The thing 
most unexpected by the public is most likely to occur, yet noth­
ing rarely eyer happens except what has been cnrefully studied 
out. · No · general .ever planned and prepared for a great l>attle 
with more care than llo these men on the inside when they are 
preparing to m:mipulate the market in order to fleece the public. 

The right of any sy ·tern or organization that affects the 
finances of the enUre Nation to exist depends in a large meas­
ure upon its honesty. I quote again from the report of the 
Hughes committee: 

In its nature it is in tbe same class with ,gambling upon the race 
track or .at the roule tte table, but is practi~ed upon a vastly lar"er 
scale. Its ramifications ex.tend to all parts of the country. It invol~es 
a. pract1ca.l certainty of loss to tbo::;e who engage in it. But for a ·con­
tmuous influx of new cu tomers, 1.·eplacing those whose losses force them 
out of the "Sh·eet," this costly mechanism of speculation could not be 
maintained on anything like its present scale. 

Speculation does not c1-eate wealth. One of the evils that 
grows out of operations in Wall Street is tllat it takeR vast 
quantities of money to Kew York City, withdraws it from the 
lines of productiYe activity, and ties it up in speculati,·e enter­
prises. Honest business suffers, monetary conditions are dis­
turbed, and panics -0ften 1·asult. 

During that period of the year when thern are no cr0ps to 
moYe there is money lying icUe in the banks. This moIH'Y is 
sent to Kew York, where it is used by tha speculators, and ":hen 
it is needed to morn crops it frequently can not be had. This 
nec€ssarily affects the prices of agricultural products. lt means 
lower prices, a.nd · is therefore hurtful to the aglicultural sec­
tions. 

The producer may suffer; low prices but scantily repay him 
for his toil; but the gambler cares little for this. His on1y 
thought is to ha\e money with which to carry on his nefarious 
schemes, so thnt he may -continue his operations that add noth­
ing to the real wealth of the 1and and are utterly unfruitful 
and unprofitable to anyone but himself. 

One of the practices of Wall Street that is productive of much 
harm is what is termed "short s2lling." By this is meant that 
a person sells what he does not own, hoping that the pric:e will 
decline .and that he cnn buy at a lower figure and thereby make 
a ,vrofit. As indi-cating barm that might come from thil'! kind 
of busineE.S, I quote from the testimony of ·One of the prominent 
men of New York: 

Q. Vi'llat is the purpose of "short .selling "?-A. Generally .speakin"' 
to make a profit. 

0

' -

Q. To make a profit by wbat process ?-A. By r<:>purchasing the 
" short selling" at a declining price. 

Q. That is by selling a security that yon have not got and gambling 
on the propositiun that yoa can get it cheaper than the thi.ng that is 
sold.-A. That is the usual · process. 

Q. Do you mean to suy that if there is a panic raging it is a de­
fensible thing for a man under the drcumstances to Eell stock that he 
h.as not got with the idea of getting it back cheaperJ-A. I do think it 
is defensible. I certainly think it is defensible. 

Q. You know that that would simply accentuate the fierceness of the 
panic, do you not?-A.. It could not be-.-0therwise. 

It is the opinion of this man, which is simply illustratiYe of 
the general sentiment of Wall Street, that it is 11erfer t1y legiti­
mate to add to the fierceness of a panic if the gamblers can 
profit by it. 

Panics bring wreck and ruin ; they bring suffering and mis­
fortune; by them men are drirnn to suicide; people are thrown 
out of employment; women and children go about the streets 
with hungry, haunted looks upon their faces; men lose the 
earnings of a lifetime; and the hopes of mauhoood are de­
stroyed; all these things must come that the man in Wall Street 
may prosper. . 

A terrific indictment, but one which \ery truly states the 
case, is made. by a gentleman writing on this subject, when he 
said in referring· to the operators on Wall Street, that ''They 
ha ye become simply forged-steel teeth on the feeding cylinder 
of the Wall Street thrashing machine, gathering ancl feeding 
the harrest into its clutch ,to be flayed and torn that the golden 
grain may be separated to swell the granaries of the already 
overrich, the cha.ff to be tossed aside, the straw returned to 
the people to fertilize their soil for another harvest; only the 
scattered gleanings of the fields are left to feed the toilers." 

Power joined with privilege necessarily creates selfishness and 
wickedness and .as a result frequently bring ruin, misery, and 
despair. There is no more shameful page in our history than 
that which shows that the Government has allowed. sucb an 
institution with the power to blight and destroy, the power to 
affect the finances of the entire counti·y, to grow up wholly 
unregulated and uncontrolled by law. 

The Money Trust investigating committ ee has made some 
very strong recommendations on this subject. Follow-ing those 
i~ommendations I have introduced a bill which is now pending 
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and wm be considered at the regular session. If it is enacted 
into law it ,vm, in my judgment, relieve in a large measure, 
if not entirely, many of tbe evils that have resulted from the 
illegitimate operations of tbe New York Stock Exch:mge, and 
will result in bringing relief to people throughout the whole 
Nation. I shall not discuss that bill at this time, but intend to 
<lo so wllen it is under consi<lcration. 

C'OXTROL OF MOXEY AXD CREDIT. 

The question that was more ful1y investigated than any other 
by tlle committee was that relating to the concentration of the 
control of money and credit. It was charged that a great po"Wer 
had grown up that had such control over the finances of the 
countrv .that it could depress prices, affect and fix the wages of 
labor, ·regulate interest rates, and in many 0U1er ways exert 
baneful and hurtful influence. 

.After a eareful consideration of the testimony the committee 
reported-

Tbat there is an establisbe<l and well-defined identity and community 
of interest between a few leaders of finance, which has resulted in a 
great and rapidly growing concentration of the control of money and 
credit in the hands of these few men. 

As to the methods of effecting this control, the committee said 
tllat it is done--

First. Through consolidations of competitive or potentially •com­
petitive banks and trust companies, which consolidations in turn have 
recently been brought under sympathetic management. 

Second. Through the same powerful interests becoming _large stock­
holders in potentially competitive banks and trust compames. This is 
the simplest way of acquiring control, but since it requires the ~argest 
investment of capital, it is the least used, although the recent mvest­
ments in that direction for the apparent purpose amount to tens of 
millions of dollus in present market values. 

Third. Through the ·confederation of poten~ially C01:11peti~ve banks 
nod trnst companies by means of the s.vstem of irrterlockrng directorates. 

b'ourth Through the influence which the more powerful banking 
houses banks, and trust companies have secured in the management of in­
surance companies, railroads, producing and trading corporations, and 
public-utility .corporations by means of stock holdings, voting trusts, fiscal­
agency contracts, .or representation ~pon theil' boa~·ds of. direct<?rs, 
ot• throu"'b supplymg the money reqmrements of railway. mdustrial, 
and publlc utilities corporations, and thereby being enabled to partici­
pate in the determination of their financial and business policies. 

Fifth. 'Ihrou_gh partnership or joint-account arrangements peh":"een a 
few of the leading banking houses, banks, and trust compames rn the 
purchase of security i?sues of the great interstate c.orporations, .~ccom­
panied by understa11dm.e;s of recent growth-sometimes calle~ bank­
in"' ethics "-which have bad the effect of effectually destroyrng com­
petition between such banking houses, banks, and trust companies in 
the struggle for. business or in the purchase and sale of large issue:t. of 
such securities. 

!:\TEP.LOCKING DIRECTORATES. 

The most interesting part of the testimony on this subject was 
that relating to interlocking directorates. It was de\"eloped 
that 18 large bunks and trust companies, all but 5 of which are 
locate<l in Kew York City, had directors in 152 of the largest 
corporations. 'rhese corporations induded banks, trust com­
panies, insurance companies, express companies, railroad com­
panies, steamship companies, manufacturing companies, includ­
ing the International Harvester Co., the United States Rubber 
Co., the :Xational Biscuit Co., and many others. These 18 finan­
cial institutions have 180 fi1·m .members and directors. In the 
aggregate they hold 385 directorships in 41 banks and trust 
companies, having total resources of $3,832,000,000 and total 
ueposits of $2,834,000,000 ; 50 directorships in 11 insurance com­
panies, ha>ing total assets of $2,646,000,000; 155 directorships 
in 31 railroad systems, having a total capitalization of $12,­
rn3,000,000 and a total mileage of 163,200 miles; 6 directorships 
in 2 express companies and 4 directorships in 1 steamship com­
pany, with the combined capital of $245,000,000 and a gross in­
come of $97,000,000; 98 directorships in 28 producing and trad­
ing corporations, having a total capitalization of $3,583,000,000 
nncl totaJ gross :mnual ·earnings in excess of $1,145,000,000; and 
48 directorships in 19 public-utility corporations, having a total 
capitalization of $2,826,000,000 and a total gross annual earning 
in excess of $428,000,000. In all, 746 directorships in 134 corpo­
rations, having total resources of $25,325,000,000. 

It was further shown that J. P. Morgan & Co. haye 23 direc­
torships in 13 banks and trust companies, having total resources 
of $1,406,000,000 and deposits to the amount of $989,000,000; 4 
directorships in 4 insurance companies and a controlling stock 
in another, having total assets of $1,249,000,000; 20 direc­
torsllips in 12 transportation systems, having total capitaliza-

. tion of $4,379,000,000; 12 directorships in 7 producing and tracl­
ing corporations, having a total capitalization of $1,989,000,000 
nn<l gross annual earnings in excess of $899,000,000; and 4 
directorships in 3 public-utility corporations, having a total capi­
talization of $1,013,000,000. In all, 63 directorships in 39 cor­
porations, haying total resources of capitalization of $10,036,-
000,000. . 

Without going into such detail as to the other 17 banking 
institutions it '\\ill be sufficient to give a concise statement as 
to the aggregate number of directors and the assets of the 
corporations in wllich some of them are interested. The First 

Kational Bank of New York has 8D directors in 49 corporations, 
having total assets of $11,393,000,000. The Guarauty Trust Co. 
of New York has 160 directors in 76 corporations, having total 
assets of $17,342,000,000. The Bankers' Trust Co. bas 113 di­
rectors in 55 corporations, having nssets of $11,184,000,000. 
The National City Bank, of New York, bas 86 directors in 47 
corporations, having assets of $13,205,000,000. The National 
Bank of Commerce has 149 directors in 82 corporations, with 
assets of $18,1G5,000,000. The Chase National Ilank has 67 
directors in 48 corporations, with assets of $11,527,000,000. 
The Astor Trust Co. has 144 directors in 63 corporations, with 
assets of $14,416,000.000. The New York Trust Co. has 74 
directors in 47 corporations, with assets of $12,408,000,000. 
The members of this group do not have such extensive affilia­
tions, though some of them are quite large. 

In addition to these directorships many of these institutions 
have directors who are also ·rnting trustees in some of the lnrgest 
rnanufactu,ring and public-service corporations, to wit, in the In­
ternational Harvester Co., International Agricultural Co., Inter­
continental Rubber Co., Westinghouse Electric & Manufacturing 
Co., and many railroad companies. By means of the system of 
voting trusts the right to elect the directors and thereby dictate 
the policy of the company is placed in the bands of these men. 

Because of the power given by -voting trusts and interlocking 
directorates there is hardly a railway corporation or large manu­
facturing establishment that is not dominated , and controlled 
by this small group of financiers. While their holdings in many 
of these corporations is often small, yet they control them, 
because the corporations must look tO the bankers for their 
capital. The bankers absolutely dictate to them as to the 
issuance of their securities. These securities c::m only be handled 
by large banking houses, and there is a rule among them tllat 
one bank shall not interfere with another in the handling of 
the securities of a customer; therefore competition is shut off. 
This means a higher charge for money to use in business; con­
sequently it pieans a higher price for commodities or service 
which is paid for by the public. 

These financiers exercise their power to shut off competition. 
They control "big business." No large corporation can be 
organized without their consent. No issuance of corporate 
securities of any volume has been made in years that wns not 
handled by this crowd, and Mr. Morgan stated that no rai1ro:id 
had been built during the past 10 years that would compete for 
business with an existing line. They believe in cooperation; 
they oppose competition. Cooperation for the general good is one 
thing, cooperation for selfish ends is another. With them it is 
the same old story of the trusts and combines; the purpose is 
to rob and oppress the public. 

The most striking instance of the immense profits of these 
great banks is that the First National Bank of New York. 
On January 1, 1901, it had a capital stock of $500,000. The net 
profits of the bank for the succeeding 12 years amounted to 
$61,000,000. In 39 years its dividends aggregated 18,500 per 
cent. It is rather a significant fact that in 1908, the year fol1ow­
ing the panic, its net profits were more than $10,000,000, which 
is more than twice as much as the net profits during any year 
since 1901. 

It is not surprising that, having such control, these men use 
it for selfish purposes; nor is it strange that there should be so 
much poverty in the land. Statistics show that there are al>out 
19,000.000 families in the United States. .About 200,000 are rich, 
2,000,000 are well to do, 7,200,000 are poor, and 9,600,000 are 
very poor. More than one-half of these have an annual income 
of $GOO, while more than 4,000,000 families have an annual 
income of less than $400; yet J. P. Morgan, when asketl how 
much stock he owned in one financial institution, said tllat it 
was only a small amount, about $1,000,000. 

1\Ir. Chairman, I have no war to wage against a man simply 
because he is wealthy. But no man ought to be allowed to 
accumulate riches by robbing and oppressing anotller. One of 
the great social dangers of the times consists in the disparity 
of condition of our citizenship. There is, as just suggested. a 
wide chasm between the extreme wealth of the few and tlle 
extreme po-verty of the many. 

Mr. Chairman, hours could be spent in reviewing the work of 
the committee, but I shall only refer to the admission of certain 
interested parties to the effect that conditions are such as to be 
a mena~e to the general public. l\Ir. George l\I. Reynolds, ::t 
Chicago banker, testlfied that-

I am inclined to think that, the concentration having gone to the 
extent it has, does constitute a· menace. 

l\Ir. Jacob H. Schiff, one of the largest bankers in New York, 
testified along the same line: 

Q. Have you been an interested observer of t he concentration and 
control of money and credit in New Yor·k in the last few years ?-A. I 
have. 
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Q. You hn.ve seen tt grow very rnpidly-, ha'"e you not?~A. Yes. seven members, including the Secretary of the Treasury, the 
Q. And you have seen it drift into fewer and fewei; hands, have you Secretary of Agriculture, and the Comptroller of the Currency, 

not?-A. It has drifted into fewer and fewer corporations. who sh.all be members ex officior an<l ,four members chosen IYy 
The testimony of l\lr. George F'. Baker, who is president of 01~ the Pre ident, by and with the advice and eonsent of the-Senate. 

of the Targest -banks in New York, was also heard on this rt is proYided that of the four appointive members not more 
subject : - than one· shall be selected. from any one Federal reserve dis-

Q. I suppose you u:ould see no harm, would yon, in having the control trict, and th-at the President shall have regard to a fair repre-
of credit as represented by the control of banks and trust companies t t• f diff t 1"~ 1 di . . f th t ni11 
still further concentrated? Do you think that would be dangerous?-- sen a 1on o eren geogra:p.ulca nsi:cms o e coun ry. i ~ 
A. 1 think it ha:s gone about far enough. powers of this board are very compreh-en i\e. They will ha-re 

Q. If it got into bad hands l:t would wreck the country?-A. Yes-; but the right fo examine into the accounts and books of affairs of 
I do not believe it could get into ~ad hands. . . · 11 '-""' F d al r~ 1'"~ t r"quu· ·e· r· por'tS from them Q. so that the safety, if yon thrnk there Is s-afety m the s1tuat1on,- a Lile e er reserve u-nnJU), o "' e 
really lies in the personnel of the men ?-A. ery much~ showing assets and: liabilities, amount of resen·e and the nutmre 

Q. Do you think that is a comfortable situation for a gi·eat country and maturities of paper, to require one reserve bank to discount 
to be in ?-A. Not entirely. for another, to suspend reser'Te requiremeBts, to suf)er1ise 

The recommendations of the committee on_ the question of the and regulate the is-s-ue and retiTement of reserve notes, to sus­
concentration of control of mm1ey and credit, so far a.s- it re- pend' offi-cial's- of reserve banks, to :rppgint receivers for such 
lated i;o bau!~ing,.. iuciuded the subjects of consolidation; of - banksr and to- perform nD dnti-es spec-ifi-ed or- implied in tliis-uct. 
banks-, interlocking. directorates, inteulocking __stockh~ldm~p;; The p.rime purpose- of the bill is to furnisll: an elastie cnnency. 
amongst banksr voting trusts in banks, cu~-ula-tffe ':_oting 111 Presiu-ent Wi:-Json, in hls- mess-age to Congre ·s recently, i::nid: 
election of directors, seeuri:ty holding comparues a:s adJ_H?ets .to· We' must have a currency, not rigid as now. but readily, elastically 
banks, fiscal-agency agreements, underwriting of securities, rn-. responsive to sound credit. the expandin~ and contracting (!!'edit~ 01' 
•estmen.ts in. bonds, the con<luct of officers and directors of everyday transactions, the nornml. eob and flow of personal and corpo-
banks,, and publicity of assets and stockhoTders. rnte dealings. 

It wus- shown by the testimony that each one of these matters: T'here ha:s- been much wTitten and spoken on the subject af 
is an- element in the syst m that has developed and makes· P<>:S- elastic cuuency. It seems to be pretty generally agreeu among 
sible the Money Trust. Legislation along the lines suggested ~n financiers and students of the money question that under tlle 
the report of the Pujo committee ~ break ~e po;ver of this: pre ent system our Ctffren-cy lacks elasticity. It is said that 
lUoney Trust. r have introduced a bill on this sub}eet, follo~:- there are tides in the course of traae· like the-re are in the sea; 
ing the recommendations of the committee, a-nd I trust that u: and thn-t our currency does not expund and contraoet in response 
will ha:ve consideration at the regular session.. to the trade tides-. 

THE GLAss ccaaE:xcy BILL. What is- needed is- to rmt oul?- cunency system on a st:ibfo, busi-
nesslike, and permanent basis, giviDg it efastici "J, yet so sufe-

1\Ir. Chairman, I shall discuss fo:c ~ shout while tlle currency guaru it as to pre-vent inflation o-f credits. . 
bill. It does not meet my ideas on the sBb-jeet in many par- ... 
ticulars . but 38 it will, in my judgme-nt, reiie-re the sitnation The principal defect of our national-bank s;vstem is the- r1g1d1ty 
Somewh;t 1 shalt support it. My study of the- subject h-as. 1ed of it n-ote cirenlatien. In a broa-d sens-e the volume of note is 

regulatecl not by the wants of trade not by the a--m-ount or kind 
me to the conclusion that the great ueed of the country is- of cornrn.ereiail paper offered f-Or discountr but b.F rnn-rket price 
" banking" reform- rather tllrun "currency" reform .. Some of. of United States bonds. 
the pryovisions of the bill to,uch upon the formeir question. EYen if the· banc1s we'l;e sufficient in __ amount :rnu sath;fac-tory 

FEDERAL nEsEr..w n.i.sirs:. in p-rice the n{)te circulation ·would still l>e lackh1g in the 
The b-i11 i;iravitles that the continental lJnited States shall be· eltisticity wh-ieh shcmld chm'acteuize a good system. 

divided into not less than 12 districts-. The-rei will be a Federal BJ" elasticity is, meant the capacity to inci:ease or airninish 
reserve bank in each distrjct. The stock of this bank mil be· in volume· in accnrdance with the needs of tlle coa1-munity and 
held by the member banks in the di~trict, as none but ba,nks- simultaneously therewith. • 
are allowed to sub cril>e for 01' hol~ ~1s stock. . _ . Where there is- fu.e- p0wer of elasticitr, the amount of notes 

There wm be a comr>ulsor}'.' assocrntion of. all nat10nnJ b~nks- outstanding at any time will d-epend not upon the voli-tion of 
that isr e"\"'ery national bank must subsct"l!Je for stock m the eith-er the I>a:nker or the depositor but upon the public demu.nd. 
reserve bauk. within one year or snrrender its charter as such- And there is uo criterion of these· demands so correct as- the 
and a permissible a so:iation of State b~'- savings b~s; and quantity of business th.at is do-ne. 
trust companies, pronded they comply with the prons10ns of TheTe aue some seasons- of the year when a greater quantity 
this act. · of currency is needed than at other times in <:>rder to take cure 

No Federal i~eserve b:ink can be_ organized with a pafd-up and of busines • and tliese ebbs and flows rn:ry in: diffeeent localities 
unimpaired capital of less than o,000,000. Each member lHlllk and in different trades. 
must subscribe to the capitnl stock of the Federal resene bank The demand is foe a currency that will be nt all times respon­
a sum equal to 20 per cent of the capital stock .of the sub&cribmg .,i~e to- those immediate needs and that will keep pace witl! tlJ:e 
bank. business and growth of population. of the country, meet eTe1ry 

En.ch Federal resene bank shall hiwe nine directors, an.d they crisis. and when the cris1-s is: safely passed go bu-ek for ca.ucella-
are divided into three classes-A. B, and C. tion, so that there will be no inflation. · 

Class- A shall cons-ist of three members, who shalI be ciwsen (i)ur national-bank eurrency does not po sess the property of 
Lly and be representatl..-e of tbe stock.holding banks. elasticity.. It remains- fo-r long periods nearly uniform in 

Class B shall consist of three members, who shall be repre- amount. In many (}f the great countries· of the world these 
sentative of the general i;n:1blic interests of the rese1:'Te Elisb:ict.. se:u::onal demands for currency are reeognized.,. and there is an 

Class C shall consist of three members, wllo shall be des1g- outilow and inflc:nv of notes corresponding to the need for them. 
nated by the li'ederal reserve board, · This L'igid-ity af our banking system produces altern.si.tions of 

Directors of class· A. will be chosen in the following_ man- speculation and of stringency and extreme fiuctuatioru:i in: fue 
ner: The chairman of the board of directors of- the Federal rate of interest. 'Ihe-- losses- to the country becau e of these 
i·eserve- banks will clas,:yify trie member banks of the d..istrict things can not well b:e calculated. 
into three groups~ Each group will contain one-third of the PRo-n.sro~s- FOR ELA::srrcrT1'~ 
banks of- the district.. The bill proyides tba..t each bank of the, - The issue of notes must be· made primarily thrungh the Fed­
Federal reserve district shall call a meeting of its board of Hal reserve board, and it is pro--vi:ded- that said ~·note . shall be 
directors and shall elect one ()f its own members as. a dlstriet obligaiions- of the United States- and shall be recei\n:ble for :rll 
resene elector. The name 0-f the elector shall b-e ceTtified to taxes, customs,. and oth~i· public dues." 
the chairman of the board of <lirectors. of the F 'ederal reserrn· Any Federal resene bank may, upon vote of its ill.rectors, 
bank. The chairm:rn prepares lists· of all the electors thus- mak--e application to the local Federal resen-e agent for these 
named by the banli:s in each of tlle three groups a-nd transmits- notes and mt1st aecompany the application with a tender ot pre-
one list to each elector, ' ·ho i entitled to select from among scribed security. . -
the names- on the list one name, not his own, as representing This collateral security consists of notes and bills-at e_._"'\;chm1ge 
llis chOice foe Federal reserve director in class A_ aLi ".ng- out of-commercial transactions: Such note and bill of 

Directors of class B are chosen by the srune elector , ex:- exchange are confined to those" issued or drrrwn: for a.gricuTtu-ra,J, 
cept that they must be selected from a: list of narues- furnished indnstrial, or- commercta:I purposes, or the proceeds- of , '\\hich 
one by each member b:rnk. It is provided that they shall be h--a:\'e been or may be use-d; for sucll: purposes:.'' 
fairly representa.tive of the commercial, agTicuJturul, <:>r in- The Federal reserve board is given the· ri.g.lrt to define the 
dustrial interests of tlleir respectiye dtstricts. char:icte:r- of this- pape:i" within. the meaning of th-e act. How-

FEDEll.&L nE-sEnYE BOAito, ever, it is specifically provided that "such definition shall not 
The general s1111enision of all the Federal reserve banks- is include notesi or bills i:s-sued or-dra'ro fer th.e purpose of c~1:ry­

t;i-ren the Federal resene board. This board will consist of' . ing or· tiuitrg. in: stocks, boRds, or oth-er in\estment secm1ties, 



4924 CONGRESSIONAL RECORD-HOUSE. . SEi>TEl\IBER 13' 

nor shall an·ything herein contained be construed to prohibit 
such notes aud bills of exchange, secured by staple agricultural 
products or other goods, wares, or merchandi e, from being 
eligible for discount." 

The element of elasticity is given by these provisions. The 
only criticism that I have to make of this part of the bill is 
that I do not think that the time of the maturity of the paper 
secured by agricultural products is quite long enough. How­
eyer, as the borrower must deal directly with the local banker, 
who h.'"llows him personally and who will likely be ready to 
extend any reasonable accommodations, he will, under O"'..·di­
nary conditions, be able to get an extension or renewal of his 
paper. 

This will enable the producer to borrow-money from the local 
bank on his agricultural products and thereby enable him to . 
hold them for higher prices. The bank of his community will 
be nxious to extend these accommodations, because the note 
will be readily rediscounted at . the reserve bank, and because 
it will share in part in the prosperity of the individual producers 
that comes from his ~ecurity the highest market price for his 
product. 

PAXICS. 

The proponents of this bill claim for it that it will materially 
Ies en the chances of financial panics, if it does not entirely 
prevent them. 

No stronger argument could be made in its favor ; and if the 
argument be true, there is nothing that could be said for it 
that so popularizes it with the people. 

The primary cause of a panic is the fear of the people that 
they can not get cash for their bank deposits. Just as soon as 
they realize that the bank will pay on demand their fears are 
allayed and t6.e panic is over. By having the reserve bank to 
rediscount their paper the local bank can readily meet the re­
quirements of their depositors, which will do much to allay 
any fear that may arise because of the probability of the bank 
being unable to meet the demands upon it. 

History shows that we have never had a panic that did not 
originate in New York. 

In the panic of 1907 we saw the entire industrial system of 
our country shaken and disturbed by the storm and stress of a 
great financial panic; values were unsettled; business was para­
lyzed; confidence was de troyed; industry was dormant; thou-
ands of honest toilers w~re out of work and their families were 

suffering for the very necessaries of life. 
What caused it? We were in the midst of prosperity. Every­

thing was in abundance; the fields were yielding great crops; 
the mines were yielding immense wealth ; the factories were 
running to their full capacity. 

The essential factor and prime cause of a commercial crisis 
js speculation, leading to inflated prices and the pi1ing up of 
<lebts based upon such inflation which the debtors can not pay. 

Speculation thrives in New York more than anywhere else. 
The great reason for this is due .to our system of reserves. 

Under the present law the country banks are required to keep 
a reserve of 15 per cent, only 6 per cent of which is required to 
be kept in their own vaults. The re?Daining 9 per cent drifts 
\ery largely to Wall Street banks, where it is loaned in large 
sums to the speculators. 

The piling up of these deposits or reserves in the New York 
bnnks lowers the rate of interest and incites speculation. 

Speculators may bid up the price of stocks and the rate of 
interest at the same time, until a climax is reached. Then a 
reaction will come, stocks will fall, margins will be exhausted, 
traders will be sold out, banks· begin to fail, and the panic is on 
n t full blast. · 

Under the present law 15 per cent of the deposits of a country 
bank are required to be held for the protection of its depositors. 
However, three-fifths of the re erves may be deposited in banks 
in reserve or central reserve cities. 

As there are only three central reserve cities; New York bein~ 
one, these surplus reserves natuTally concentrate there, because 
the banks can draw interest on them, while if kept at home they 
lie idle in the vaults and produce nothing. 

We will understand the great opportunities afforded the 
speculator for obtaining funds if we consider tha way the sys­
tem has been worked to gather the money of the country and 
store it in the Wall Street banks. 

One gren.t ·ank is the approved agent to receive deposits of 
the lawful money reserves of 1,071 national banks. Another 
great bank receives deposits from 1,802 country banks, another 
from 3,108, another from- 478, another from 919, another from 
615. and still another from 1,233. 

Thus it will be seen that the reserves of nearly all the na­
tional banks are deposited in New York. 

On the face of the law on the subject of reserves, it appears 
that a reserve is required to be kept for the protection of the 

depositors; but in reality; as I believe, the law was enacted for 
the benefit of the great banks of Wall Street. 

Whether this be true or not, it is certainly true that the sys­
tem has been used to gather in constantly increasing millions 
into those banks. ... 

The abil!ty of these great banks in New York, through their 
c?nnected mterests, to engage in underwriting, to finance promo­
tion schemes, where the profits resulting from overcapitalization 
represent hundreds of millions of dollar , places them beyond 
let or hindrance from competitors elsewhere in the country. 

Floating the stocks and bonds in overcapitalized transporta­
tion, traction, mining, and industrial corporations does not 
create wealth, but it does absorb capital. Through the agency 
of . the great banks many millions of money belonging to the 
country banks have been tied up. When it has been needed and 
called for by the country banks it has been impossible to get it. 

The reason for this js that so much money is tied up 'in stock 
gamblers' debts, and it is unavailable because the gambler can 
not com·ert his stock into cash upon the call of the bank. 

On August 22, 1907, the last call before the panic, the New 
York banks owed the other banks of the country a net balnnce 
of $410,000 000. The report for December 3 shows a reduction 
to about $388,000,000. With all the pressure brought to bear 
on the national banks of New York, the other banks of the 
country were able to draw of their own money only a little more 
than $20,000,000-only about 5 per cent of what belonged to 
them. They would not ha·re been able to get this much but for 
the fact that the Government deposited about $47,000,000 with 
the national banks of J\ ... ew York. 

This bill provides for the deposit of reserve funds in the 
i'egional banks. This will prevent the concentration of resen·es 
in New York. This is one of the best provisions of the bill, 
as it will lessen the amounts of funds to be used by the gamblers 
of Wall Street, which will have the effect of decreasing specu­
lation, and thereby diminishing the probabilities of financial 
stringency and possible panic. 

There was no serious impairment of bank resources during 
the panic of 1907; but there was a serious impairment of the 
confidence of the people in banks, because of their inability 
to meet the demands upon them, which was due, as I have 
suggested, to conditions on Wall Street. 

RESEU"\"ES. 

I am opposed to an arbitrary fixed reserve. Ours .is the only 
great country that requires it. One of the evils of a fixed 
reserve is that it requires that the bank must hold a reserve 
of 15 per cent, which must either lie idle in the vaults of the 
bank or be sent to a bank in another section of the country. 
In either case the community that produced the money is de­
prived of the use of it. 

The resources of a bank should be readily available :ind 
should be devoted to supplying the needs of the commercial 
community. Money was once defined as "a medium of ex­
change," hut is now used almost altogether for reserYe purposes 
upon which to build u system of credits. 

The reserve lies idle. It can not serve the purposes of trndc 
and commerce. It is a violation of law· to u e it. In times of 
panic there is a great scramble among the banks to build up 
reserve, which only tends to in(!rease the intensity of the panic. 
By reducing -the amount of reserve required and by keeping the 
rese1Tes from concentrating in a few New York banks a decided 
impro1ement is made over the present system. 

One inherent weakness of this measure is that the Govern­
ment does not possess the power to put it into effect. It is alto­
gether optional with the banks as to whether or not it shall be­
come effective. If its provisions do not suit them, then the law 
is a dead letter. We may rest assured that unless the great 
money po,ver believes that it is to its interest to enter the sys­
tem that this law will not be put into operation. It seems to 
me that we might devise some laws that would do justice to 
the money power and at the same time see to it that the inter­
ests of the people are amply protected. 

The powers of the :F'ederal reserve board are \ery far reach­
ing. No other board, official, or ruler ever was clothed with 
such authority. It has absolute control over the issuance of 
bank notes. Four of the seven members can say to whom these 
notes shall be issued. It is left to their discretion, and there is 
no power of review or court of appeal. It is with them to de­
termine the welfare, happiness, and· prosperity of every citizen 
of the United States. Discriminations can be made in favor of 
one bank against· another or one s2ction or community against 
another. I would prefer to ha1e a law PU"' ed that does not 
give such large discretion to a few men. We must risk: the 
honesty and good judgmen,t of these men. If they proYc un­
selfish, honest, and of good business judgmeut. it will be well; 
if not, we will suffer. 



1913. CONGRESSIONAL RECORD-HOUSE. 4925 
The world's history is full of instances of misplaced confi­

dence, of ill-nsed power, of the betrayals of trust. In hls mes­
sage vetoing the bill to r~charter the United States Bank he gave 
solemn warning ugainst its powers in tile band's of private per­
sons and against placing any such powers in the bands of the 
President. He said: 

In ridding the countrv of an irresponsible power wbicl.l bas attempted 
to control the Government, care must be taken not to unite this same 
power with the executive branch. 'l'o give a President the control over 
the currency and the power over individuals now possessed by the Bank 
of the United States. even with the material difference that be is respon­
sible to the people, would be as objectionable and as dangerous as to 
leave it as it is. 

This bil1, however, is much better than the Aldrich bill, be­
cause it provides that the issuance of notes under Government 
regulation rather than by private or banking interests. While 
subject to the criticism just made of the possibilities of the 
hbuse of power, yet it is less likely to come from governmental 
officials. 

There ought to be some provision for elasticity of currency, 
and it could be made without the organization of reserve banks 
that require such a large capitalization. Under this bill eve1·y 
bank must subscribe an amount equal to its capital stock, one­
half to be paid and the remainder subject to call by the reserve 
bank. This will take from each community a large per cent of 
its money. which can only be replaced by the number borrowing 
from the reserve bank. I would prefer to have money retained 
in the community where it belongs in order to serve the wants 
and needs of that community. In many .sections of the country 
there is now a scarcity of money, and this subscription to stock 
the reserve bank will take away capital that is needed to de­
Telop the resources of thos_e sections. 

REFUNDIXG 2 PER CENT BO~DS. 

There are now outstanding about $750,000,000 2 per cent Gov­
ernment bonds. It is proposed to refund these bonds or at 
least those deposited by national banks with the Treas~rer of 
the United States as security for circulating notes into bonds 
bearing 3 per cent interest, payable 20 years aft~r issue and 
~xe~pt from all taxation. S?me of these bonds are held by 
rncli v1duals. They are not g1 ven the privilege of refundin" 
their bonds; it is only the banks that have the privileO'e. '.fhi~ 
is an unfail' discrimination. It imposes an unjust b~rden on 
the taxpayers, as it will mean that it will cost the Government 
in interest on these bonds about $125,000,0oO more than it 
w~uld have to pay on the 2 per cent bonds. It is simply a gra­
tuity to the banks. I can not consent to any such proposition 
and am opposed to this pro>1sion of the bill. ' 

EXE:\IPTJO~ FTIO!II TAXATION 

The capital stock of the reserve banks is ~xernpted from tax~­
tion, FederaJ, State, county, and municipal; except in respect to 
taxes upon real estate. I am opposed to this feature of the 
bill. 'l.'he bank is ?rganized and operated for profit, and no good 
reason can be asR1gned to show that the bnnks should not bear 
their share of the burdens of the Government, ji1st as indi­
viduals do. 1.rhe stock should not be taxed by the authorities 
where the regional bank is located, because its capital will be 
drawn, in some instances, from several States; but each member 
bank should pay taxes on the stock held by it. 

EXCH.AXOE CHARGES. 

The banks llave raised serious objection to that provision of 
tllc bUl pertaining to charges for exchange and collection of 
checks and drafts. There is good reason for this objection. 
This is a legitimate churge for service rendered. The Govern­
ment requires the payment of a fee for its money orders, as do 

. the express companies. If it is proper and -legitimate on the 
part of the Government, it is equally so on the part of tile banks. 
To refuse to allow such charges for the service is unjust to the 
smaller banks and will materially affect their profits. 

I~TER LOCK I NG DI RECTO RA TES. 

Mr. Chairman, I have already called attention to the com­
~unHy ~f int~rests_ of a few great banking houses caused by 
mterlockmg directorates. I >oted in the caucus to amend the 
bill so as to prohibit interlocking directorates. A resolution was 
passed deferring the matter at this time and instructing the 
Committee on the Judiciary to bring in a bill on the subject at the 
next session. Under the rules of the caucus I gave notice that"I 
would vote in the House to amend the bill so as to prohibit such 
interlocking of directorates. 

My connection with the 1\Ioney Trust inquiry had convinced 
me that the system of interlocking directorates constitutes 
one of the strongest elements in the formation of the Money 
Trust. By such interlocking, a few men have been able · to 
exert great influence in almost e>ery line of industrial activ­
ity. It gives not only community of inte1·est, but actual power 
of control of ,·ast sums of money. They are ·able to die-

tate to some of the largest moneyed corporations where tlleir 
deposits shull be kept and with whom they shall do business. 
Having such control they have the power to keep down compe­
tition by refusing credit. Indeed. it \irtually makes one great 
partnership, whose interest is to keep down competition and to 
kill off competition. '.fbere are many such instances. 

The whole object of the system is to form combinations for 
the purpose of controlling big business, to utilize the money of 
the public, bank deposits, against tile interest of the public, to 
engage in the business of creating pools, manipulating prices, 
and in many ways placing unjust burdens upon the people. 
I see no reason for delaying action against such a system. 

Another reason why I favor action at the present time is 
that unless there is such a prohibition the Federal reserrn 
banks will be organized with the system in full force. To per­
mit thls will simply mean that the :Money Trust will organ­
ize some of the reserve banks and exert a very potent influence 
in the organization of others, and I fear that some of the good 
effects of the bill will be lost. 

LOAXS OX FAil!\I LANDS. 

Under the present law a national bank is not allowed to 1onn 
money upon real estate. This measure provides ·any bank, 
except those in reserve Ol' control reserve cities, may Joan on 
improved and unencumbered farm lauds, but not more than 
25 per cent of its· capital and surplus. Thls provision is not of 
very much value, as at present there are about 25,000 banks, 
and over 17,000 of the State banks can loan whatever amount 
they choose on land, whlle only the national banks are prohib­
ited from doing so. If all the State banks come into tile system 
it will necessarily decrease the amount that can be loaned on 
farm lands. 

AGRICULTURAL CREDIT SYSTEM. 

The farmer receives less returns on his investment than any­
one else. In 1909 statistics show that the manufacturers bad 
invested the sum of $18,428,000,000. Th.ey employed 6.615,000 
persons and produced $20,627,000,000. The farmer had $40,000,-
000,000 invested, while there were 12,500,000 persons employed 
in this work. In 1911 they produced only $9,000,000,000. 

The number of mortgages upon· farm lands is inci'eti sing. In 
1910 there was a mortgage indebtedness of $3,460,000,000. 
Soinething must be done to alleviate this condition. In many of 
the foreign countries cooperative credit systems and rural bank­
ing systems have been inaugurated, which have proven bene:. 
ficial to farmers. These sy8tems pro,ide for long-time loans at 
a low rate of interest. 

The matter of interest is a question of great moment to the 
producing class, whose returns are bofa slow and small. Some­
thing ought to be done that will give them a lower interest rnte. 
It is aJmost a tragedy that the speculator can get money at 
about one-half wllat it costs the merchant, the rcanufacturer, 
and tile farmer. It is gratifying to know that an active in­
terest is being taken in this subject and that the rural-credit 
systems of other countries are being investigated. 

The toiler, the producing class, is the mainstay of any country. 
He is entitled to a just distribution of opportunity; and I know 
nothing better to be done for him than to lift from his back 
the unjust burdens that have been placed upon it by the selfish­

.ness and unscrupulousness of designing men, and to enable him 
tu have a just action for his labo1·. Inaugurate some system 
that will permit him to obtain money at a lower rate of interest 
and the cry of " Back to the farm " will be answered. because he 
can pay his debts, improve the farm and thereby make life more 
interesting and attractive . 

l\fr. Chairman. if this bill does what its proponents c1airn, it 
will bring a large measure of relief. It will improve financial 
conditions very much. However, its ~ffects will be alleviative 
rather than preventive. There is a cancerous growth upon the 
body politic and currency reform will not eradicate the e\il. 
Thls is not said by way of criticism of the bill ; but simply to 
say that it is only one of the remedies to be applied. War must 
be waged upon the trusts and combines, speculators must be 
prohibited from gambling in commodities. by which incalcuable 
harm is done to the producer, the power of the Money Trust 
must be broken so that we may be both politicaIIy and eco­
nomically free. If such warfare is successfully waged. this Gov­
ernment, which is the best "that ever rose to animate the hopes 
or bless the sacrifices of mankind," will be filled with a happy, 
contented. and prosperous people. 

l\fr. HAYES. Mr. Chairman, I yield 10 minutes to the gentle­
man from Oregon [Mr. LAFFERTY]. 

The CHAIRMAN (Mr. BRUMBAUGH). The gentleman from 
Oregon [Mr. LAFFERTY] is recognized for 10 minutes. 
. Mr. LAFFERTY. l\Ir. Chairman, the section -of tile pe1iding 

measure which appeals most strongly to me is the last DUe, 
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which provides thnt "the right to amend, alter, or repeal thfs the occasion when our Savior fed 5,000 men with 5 loa1es and 
act is hereby expressly reserved." Z little fishes. 

By this bill the bankers of the cotmtry will ue able to inflict How easy it would be for tbis Congress to proT'ide an ade-
upon as the present system of highway roobery a little bit more qaate currency for th-e Ame1·ican people and at once bi:ing in-
humanely than they are doing it at the present time. terest rates down to 3 or 4 per· cent if H only wanted to do so. 

The gentlern:m from Kansas [.Mr. MURDOCK~, in one of the I will explain how this could be done. Our national debt iS 
ablest spe-eches IIT"er deli1ered npon this floor, e-xpTessed my approximatefy $1,000,000,_000. We could proTicie by Jaw for the 
views exactly upon this and the other questions upon which he refunding of this debt, the paying off of the present bonds~ a.nd 
touched. The bill is a pallfatile and is not a remedy. It is but the tssuing of new b-ond& to the- public., with the provision that 
the shortest kind of a step in the right direction. I shall vote :rny person depositing one of tlle bonds as security shonf<l have 
for it for that reason and not because it gives the· American the right to borrow Treasury notes for the full amount. not 

, people anything like the full measuTe of relief to which they arc at one-half of 1 per cent. but at 3 per cent. We could mnkc 
entitled. tbese Treasury notes redeemnf)le in gold or Hs equivalent at the 

Is it not astonishing that nearly every UembeT· wha has talked Treasury of the Unit-ed States. just as the Treasury notes \Ve 
on thjs measure l'lns apologized to tire -House because be· did not are by this bill loaning to the bankers, on security not so go-ocl, 
know anything about it? The secret of this wholesale confes- are to be redeemed. The citizen borrowing the money would 
sion of ignorance lies in tbe fact thnt our monetary rystem is pat it in circulation, nnd when he wanted ta redeem his bond 
being conducted in a strange and unnatural manner and not he could do so with any notes of similar chamcter or other 
because the subject would be involved or intricate at all if' dealt lawful money. 
wm1 upon the most elementary pt·inciples of honesty and l\fr. MURDOCK. Mr~ Chairman, will the gentleman yield 
fairness. rjgllt there? 

Let me gi"te n few figures to show bow the pnb-lic is being l\lr.. LAFFERTY. Certainly. 
literal-ly robbed by the banks. The banks of the United States l\lr. MURDOCK. Is not that prnposHion ja t e:rnctly what 
owu all told approximate~y $1,500,000,000. They have deposits. we do for the banker to-day? 
of the people's money amounting to $17.,000,000,000.. Yet the lilr_ LAFFERTY. It is ex.actl-y the same. 
total stock of money in the United States is only $3,500,000,()00. Let it not be forgoHeu that we now have IoanNl to. the bankers 
Think of it! The- banks have u on deposit" au-d loanecl out at nearly a billion dollars' worth of Treasucy notes. secured fi>Y the 
interest. of course more than five times as much money as mere deposit of United States bonus and the bankers are not paying 
is in the United States and mo1-e than ten times as much as tile one ~ent of interest for thi& gigantic loan. It may be said that 
bank themsel1es own. tbey are paying indirectly l per cent interest, because the bonds 

You barn heard of the man who lired off of the interest of with the circulation privilege pay only 2 pet· cent interest. 
what he owed. Th:e banks · are creating swollen fortunes by whereas the banks could have bought bonds paying 3 pe1· cent 
that very process. 'l'hey owe the people $11~000,000,eoo, and interest had they not de:;ired' this- cfl"c•1Iation or loan privilege. 
they have this loaned out at 8 per cent. But at most it can. only be said that the- banks a:re now paying 

'l'alk about doing bltSiness: on a: sh'{)e string! That is exactly the Government 1 peL' cent interest indirectly for a Joan of 
what the money power' of this country is doing. No wonder· nearly a biilion dollars, nnd all these bonds could be refunded 
it is unfler a continnal strafa; no wonder we ha ye-money panics. and loans provided for directly to the people at 3 per cent upon 

The process by which panics cerne about is simple-. A thefr deposit ns s-ecul'ity. · 
natiomil bank opens up for bu iness witb $1,oon,ooo capital , But this is o-nly one method of supplying asset currency to 
stork. Soon it has deposits of $10·,000.DOO. The latter it loans· the public at 3 per cent which would be as good as go.Ld. 
oat, except the small " reserve-" of 1 & uer cent if a country The other Ia w that COng.ress should pass i~ this: The a<'ri­
bank or- 2:5 per cent if a city baBk required to be held in its. · cultural Iands of the United States. exclusive of houses and 
va:ults by law. One·third of its depositors· conclude they want improYements, are worth $30,000.000,000,. or nearly one-third 
their maney for some reason orJ other. They can not get it. of the total wealth· of the United States. We should pnss a 
'l'he bnnk has not got it. The result is a panic or a bank law nuthQTizing the Federal Treasury t(} loan Treasury notes 
failure. to the farmers at 3 pei· cent up to one-half of the Yaiue of their 

What is the rem&ly proposed by this bill? It is to permit the !arms. thereby mnfdng the security the best in the ':orld,. ~nd 
t.mks- to· pledge in the hands of a Federal reserve agent the l'll: that way plenty of money w~mld. be i:ut into C1fcnlat10n. 
notes ef tho e ta whom it bas loaned. the people's· money, whet·e- These Treasury. n_otes should oe identical rn terms with those 
upon the Government of the United! Sf.ates wm issue· to-the- b-ank we ~re now Joarung to the _banks at one-bttlf o~ 1 pe1· ·cent, 
Treasury notes to the full amount of such securities, provided ta 'Y1t, redeemable by the- United States Treasury m gold or its 
that instead! of holding a rese.r~e of only 15 per cent or 25 eqmvalent. -_That. woold prese1'\e the gold sta:ncfard, wonld 
per cent. ns is required to· protec:t puivate depositors, th~ Fedentl prevent any mfiat.ion oi: fiat money, and would take out of the 
reser~e banks must maintain a res:erre· of 33! per cent to re- chrtc~es of the. money chang~rs nearly- 100,000,000 ho.nest. hard­
deem these 'I'reaslITy notes.. This gives to the- banks the right wo~·kin? Amencan people for- wllom we are suuvosed to be 
to immediately.: pay out two-thirds of the Treasury n.otes re- legrslating. 
eeiYed from U"Dc!e Sam, which wauld, of coms;;; enable them to The farmers a-re now borrowing approximately $8,000,000.000 
pay off theh' deposilo1·s requiring t)leir morrey. In this wa:y from the bankers, and are paying interest annually amounting 
panics are to be p1·ere11ted. It will do tbe work. I concede: to $500,000,000, which is equal to the rnlue of the ttnnual 
this bin wm prevent m<>ney panics. But it permits the· money~ wheat crop. The annual interest paid by the farmer to the 
lending classes to. continue to- collect unearned millions from banker is llliJre than the cost ef the Panama Canal. It amounts 
the farmers and laborers of AmeTicn. annually, jnst as they to $5 per capita. of the population of the United States. This 
have been doing in the past, through the 8 pei.:- cent method,. interest charge doe~ n<>t fall a:Jtogether upqn the farmer. Be 
which is usury. -adds it to the cost of hfs t)rudrrcts and the consumer in the cfty 

Do yon ask me what the real remedy- is? :r answef' it is to indirectl~ _pays it. This accounts for ~ large part of the high 
provide a i·eal asset currency and not a halfway asset eurrency, cost of llvmg; . . . . . . T 

based not upon loons to bankers at onB-half of 1 per cent, :is, Many otfier. countries, mc:ludmg Australia and New Zealancl, 
this bill provides, but based upon real estate mortgages and are now_ loanmg money to farmers at 4 per c~nt and 4-k per 
Government bonds deposited witli the QQyernment as security cent. Pr1or to the passage· of the farm loan law m New Zealnnd 
for the issuance of au ::isset currency to the farmers and in- ' the fa;rmers were pa-ytng 8 per cent. Following its· passage the 
vestors of this countI>y at a fair rate of interest, say 3 pet~ cent rate went down at once to 4 per cent- and 4! per ceut. We 
or 4 per cent, whereby the finaTices. of America would be placed should. not forget that we ha-ve. much to Ien.rn from these new 
upon the most prosperous ancT stable basis in its bist:ory. countries. We . got the Australian ball~t, our best weapon ~n 

There should be a curreney ad.equate in amotmt to· do the busi- behalf of pure government, from Australia. And both Australm 
ness of the conn:try. The weaith of tile United s _tates is- $125,- and, New Zealand preceded us in the great reform of equal 
000~000,000. Our total money supply at present is &nly $3,500,- suffrage. 
000,000, which is: less than 3 per cent ef t1ie Nation's tdtaL Suppose the following question was submitted to-a referendum 
wealth. That is why, with bountiful crops and factories run- vote of the A.m.erican people; 
ning at fulf capaeity, it was possible to have a panfc in 1907. Shall we loan Treasury notes withoot limit to the l>ankers at 
'l'here is not money enough to do thee business o1 the countryr one-half of 1 per cent on commercial paper' of questionable 
~'he. clearing-house transactions last year were $1~000,000,.000r value,. o.r: shall we: loan these notes to the farmers and in1estors 
The transactioa of this gigantic volume of business with onfy · of this cotmtey upon Government bonds and 50 per cent agri­
$3,500,000,000 rs equaled n°'vhere, to my knowledge, except om cultural rand mortgages:, at 3 per cent? 
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Does. nny ~fember of tllfs Honse doubt what the answer would 

ue: -
This is not soc:inlism. It is what 'Till pre-rent socialism. But 

I nw fo1· laws for the pu~lic, no matter from what party they 
c:ome. 

Xew Zen land is making n profit of millions by loaning to 
fai·mers. America could build all needed rural roads with tile 
:J 11er -cent interest profits. 

Many of the countries of Europe aid the farmers by loans. 
It is one method of·insuring tlie national food supply. In this 
country it would mean a back-to-the-farm rno-rement, "\Vhich is 
so much to be desired. 

I also favor loaning city dwellers United States Treasury 
notes upon their homes u11on the same terms. Real estate in a 
highly improved country like ours is the best security in the 
workl. [Applause.] 

l\Ir. HAYES. Mr. Chairman, I now yield 10 minutes to the 
gentleman from Michigan [Mr. J. M. C. S:urTII]. 

Tb CHAIRUAN (Mr. GARN"ER). The gentleman from Michi­
gan [Ur. J. l\I. C. S:mTrr] is recognized for 15 minutes. 

1\lr. J. l\I. C. SMITH. Mr. Chairman, I must not claim to be 
authority on finance, because I can not present myself as an 
exponent of great success in that particular adventure. Neither 
do I claim to excel in banks or banking, but just at this par-· 
ticular time the subject of our banking and currency Jaws is 
receiving public attention, nnd it is soon to be acted upon by 
this body. This may be my excuse for asking your indulgence 
for a few minutes to consider some of the features of our 
financial system. Banking, you know, as carried on in a small 
town is the science of receiviLg the money of one man and 
loaning it to another. 

Our banking and currency laws have for a long time engaged 
the attention of this and other sessions of Congress antl 
beeu a subject of much consideration by the financial institu­
tions and financiers of our country. Of vital and prime im­
portance to nll the people, the producer and consumer, the em­
ployer and employee, this question also · directly affects the pros­
perity and welfare of our Go\'ernment itself. From the forma­
tion of the Republic to the present time a correct system of 
finance, banks, and banking has receiYed marked attention from 
our ablest statesmen and thinkers. It at first engaged the atten­
tion of Hamilton, Albert Gallatin, later of Jackson. Lincoln, 
Chase, and other men of note and national renown. In an un­
certain state it is present with us to-day in a complex form, 
and we can not and do not underestimate the financial policy of 
a great Nation. To maintain our standing among the nations of 
the earth our money and currency must be of standard value the 
world over-sound as our statutes, stable as the Government, 
and pure as the flag. It must have the confidence of the people. 
It must do justice to the capitalist, manufacturer, merchant, 
farmer, and to the laboring man. It should be well regarded, 
approved, and recommended by all, with no partiality shown to 
any class, and at aJl times and under a11 conditions flow un­
hampere<l and unrestrained . tllrougb the chnnnels of commerce. 
It should be such a system as will place our country on the 
llighest pinnacle of sound finance and, like our Constitution, 
serve as a model for a1l nations. 

Mr. Chairman, it is said that ours is the wor t banking sys­
tem in the world, and while I have not gi-ven full credence to 
that statement, I have long thought it con1d be impro-ved. Some 
of the defects are patent and other criticisms eliminate them­
sel-res into such deep channels of scientific investigation and re­
search as to border on the mysterious or lose themselYes in the 
imagination. It is a complete science and should contain n<.> 
uncertain element. 

CrWcism of our present national banking system is made by 
some because it was established as a war measure. -That it per­
formed a noble mission none will deny. 

l\lany of the older people here to-day know by actual experi­
ence the condition of the country's bunks and its currency prior 
to their establishment. All was confusion. a11 was chaos, and 
one taking a wildc:at bank bill needed to be ready to start to 
get it i::ashed before the bank went out of existence. This was 
all changed by the creation of the national banks, and while a 
few hum failed, it can well be said that for the volume of busi­
ness transacted and capital employed the losses sustained 
U1rough them are but a fraction of 1 per cent. Can any other 
kind of business m:ike this good showing? Safe and sound is 
the ·ule; kind and courteous is the treatment. Millions upon 
millions nre paid into the banks to be called for and paid when 
;·nrntec!, the bnnk: doing its full share in establishing confidence 
between man and mnn. All this business is transacted with the 
J'egnlarity of a clock and upon a margin so small that it would 
be hardly noticeable in the management of many other kinds of 

business, and, generally speaking, the snme is true ·of all our 
Sta.te banks, savings and trust companies. Their affairs are 
giren the fullest publicity. and I thiuk the time will come when 
publicity will ha...-e its application to many of the quasi-public 
organizations of om· Go...-ernme:nt, and if by that means watered 
stock and fictitious yalues be eliminated better results will 
follow. 

"I nm in favor of a United States bank," said Lincoln. The 
nntionnJ bank came into existence at the time of the Rebellion, 
gaTe l.lirn gr~at aid in his mission, and since, dotted thickly 
among a1l the people like good neighbors, have fulfil1ed a useful 
mission. Banking is not making money; it is safeguarding 
money; and when banks were first established tlley charged a 
fee for keeping it. 

The national banks of our country do not by any means have 
a monopoly of the banking business, and I insert a table of the 
Treasury Department showing that on June 14, 1912, of the 
financial institutions doing a banking business 17,823 were StHte 
banks, stock saving banks, loan and trust companies, mutual 
savings banks, and prirnte banks, while there are only 7,372 
national banks, and that of the total deposits the national 
banks had only $0,825.400.000, while there were deposited in 
the other banks and trust comrmnies the sum of $11,198.603.800. 
The table shows that the reserve of the national banks ·was 17 
per <:ent and t.be combined resene of the others was 13.1 per 
cent. 
Statement ,·elatin{I to the numbe1·, capital, indit:idual deposits. and 1·e­

serve (cash on liand) of riational ancl cthel' banks on Jime 14. 1912. 

Class. ~um- Capital. Individual Reserve. ber. deposits. 

National banks ........... 7,372 $1, 033, 570, 600 $5, 825, 400, OOJ $996, 142, 20() 
State banks .............. 13,3 1 459' 067' 000 2, 219, 977, 001 241, 756, 00:> 
Stock savings banks ...... 1,292 76, 871,000 842,897, 0-'.} 29, 266,00J 
Loan and trust companies. 1,410 418, 985, 000 3, 674, 578, OO!J ~82, 151, 000 

' Mutual savings banks .... 630 ........................... 3, 608, 657, 000 16, 186,00() 
Prinite banks ...........•. 1, 110 22,348,000 152, 494, OOJ 'i,450,000 

Total. .............. 25, 195 2, 010, 841, 600 17,024,c03,mo 1, 572, 951, £0) 

In adopting our financial laws or a. financial policy we should 
aYoid all chance or eyen experiments that are of an uncertain 
nature, hold -l'1st to those principles that have been found. 
to be wholesome nnd sound, and upon their basis rear a struc· 
ture that will Jast with time, permanent in its character. nnll 
accomplish the purposes intended. To accomplish this weshonld 
first determine without question the defects of our present sys­
tem and what -constitutes safe banking and sound currency. 
Very little complaint is made about our standard of currency. 
Our creilit, which often takes the place of money, is high and is 
firmly established in the public confidence and integrity. It 
was by credit that we established our independence, for we had 
little or no money at the time of the Revolutionary War. Credit 
was used freely and played u prominent part in carrying on the 
War of the Rebellion. .And now nothing should be permitted 
that will cause or tend to cause our commercial credit · at home 
or abroad to be tarnished. To impair our public faith is to 
invite public disaster. Embarrassed commercial integrity weak­
ened the federation of tl1e Colonies, but was fully restored by 
the confederation of States. One of the reasons that our Republic 
bolds an exnlted position among aJI the nations of the enrth is 
tllat it has always kept its faith, its promises, and its credit, not 
only to the letter but to the intent and purpose as well. And I 
say without hesitation aud fully realizing that this statement is 
counter to high authority that the best standard of money is gold, 
not because gold has an intrinsic value, not because gold of itself 
is the best money, but gold is used as money by the nations of 
the globe. Money is the representative of -yaJue and the medium 
of exchange, barter, and trade. Its -value depends largely upon 
public confidence, the ability of the Government to make it good, 
and the willingness of the people to receive it and exchange their 
commodities for it. Our money to-clay is goou the world O\'er, 
and no thought of impairing its value is exhibited in the bill. 

Government, State, a-nd county bopcls are good upon which 
to base a. currency us long as the credit of the Go-vernment. 
State, and muuicipalUy jg sound and solvent, but who would 
want his fortune or the money received for his llroducts or toil 
based upon the bonds of a n:ition when that nation is threatened 
or de-rastated by war? And in Yery recent years some of tlie 
great nations of the earth ha-ve had their very existence so 
threatened by- war and invasion that their bonds would be poor 
security for sound currency or anythlng else. A staple cur­
rency good to-day and to-morrow, good in all kinds of peril, 
good at home and abroad, must have its feet resting on a snfe 
and sufficient staple stanc.lard reser...-e, and in the pt·esent bill 
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I take it that the board of control will see to it that at all times 
all currency jssued will be upon a safe reserve. 

The general stock of money in circ~1lati-0n on August 1, 1913, 
in the United States, according to the statement of the Treasury 
Department issued on that day, was: 
Gold coin (including bullion in Treasury)____________ $G06, 015, 613 
Gold certificates----------------------------------- 1,00~56~414 
.Standard silvet· dollars---------------------------- 72, 173, 431 
Silvet· certificates---------------------------------- 470, 578, 117 
Subsidiary silver---------------------------------- 155, 408, 145 
'l'reusury notes of 1890-----------------------------= 2, -040, 639 
United States notes____________________________ 338, 623, 763 
National-bank notes---------------=--------------- 710, 891, 001 

'I'otat_ ______________________________________ 3, 356, 891, 123 

On August 1, 1913, there were outstanding $759,393,191 of 
national-bank notes, of which amount $47,4m.190 -were in the 
Treasury for redemption purposes, leaving $710,891,001 in cir­
culation. There -were held in the United States Treasury . in 
trust for the security and redemption of the national-bank not-es 
August ·28, 1913, $742.101,800. In bonds, as follows: 
Loan of 1925, 4 per eenL-~------------------------- $33., 921. 700 Loan of 1908-1918, 3 per cent ________________________ 22, 246,200 
Consols of rn::io. 2 per cenL-------------------------- 604. 07:l, 900 
Panama, of 1936. 2 per cenL----------------------- 52, 962, 860 
Panaill:a of 1938, 2 per ccnL------------------------- 28, 897, 140 

Tota.1----------------------------------------- 742, 101,800 

How to retire and cancel this vast sum of $75D.3!.l3,191 of 
national-bank notes is one of tbe muny large and difficult prob­
lems contained in this bill. The scheme presented in the re­
port of the committee is to retire the bonds against h'hich these 
"-ere issued and give 3 per cent bonds to the bank in the place 
of the bonds deposited by the bank with the Treasury to obtain 

- and secure national-bank notes for circulation. The national 
banks paid gold or money interchangeable for gold, as good as 
gold. for these United States 'bonds with the currency :ind cir­
culation p1·ivilege. They paid not only par, but mor.e than par 
for them, been.use of the currency p1ivi1ege. The committee 
in its majority report -say that without the currency privilege 
these bonds would he worth only 80 cents -0n the dollar in open 
market. The report says: 

The ownership of bonds has thus 1ntlicted a severe loss upon holders 
already, and something like .$30,000,000 has, according to the Comp­
troller of the Currency, been "'written off" by t~e banks and must be 
regarded ns one of the costs of carrylng the note system at present 
in use. There is general agreement that if the circulati-Gn privilege 
were to be taken from the 2 per cent bonds:-0r, what is the same 
thing, if a -new system of note issue were to be established which would 
.practically displace the present system-the twos would ileterioratc to 
a price not higher than 80. 

But this is not the sole effect of changing our system of issu­
ing bank notes or curreney. The cancellation of -$759,000,000 
and upward of the money of the country is so marked and 
would be so violent if done at once that of itself it would invite 
illsaster.~ So the committee has provided that only one-fifth 
of the bonds held for circulation can be refunded in any one 
year, thereby .cutting the dog's tail off a little at a time so it 
will not hurt so much. Instead of creating more money or a 
greater 'l"Olume of money the act provides for eliminating so 
much of the money we already have in the country and sub­
stituting only a privilege in its place. To retire this vast 
amount of notes in this manner by law smacks of confiscation. 
The Government has- the gold that the banks paid for these 
bonds. It is now proposed to l"efund the bonds. Then why not 
pay back to the banks either the gold paid for the bonds and 
redeem them or currency bused upon that gold? 'This would 
look equitable, or Jeaye it to the owners of the bonds to take 
pay in 3 peT cent -bonds. Since this bill w:is first filed the 2 
per cent bonds shrunk in Yalue for the first time in the history 
of our country to below pnr, and entailed a loss upon the 
holders of $30,000,000. But, Mr. Chairman, let us take another 
feature of the bil1; and that is, what reform does it seek to 
bring about and enact? If you are sick, you call a physician; 
he diagnoses your case and finds out what is the matter with 
you before administering any medicine or giving you treat­
ment. So, before undertaking to legislate upon tbe important 
subject of banking and. currency and enacting it into law, we 
shouid be certain of the need of such legislation and the effect 
it will have upon the country, the currency, and the banks. It 
is urged as a necessity for banking and currency legislation 
that our currency is too rigid, that it should be more elastic 
and respond more readily to the need and requirements of 
trade, and automa.tically appear and retire when needed ancl 
not needed. The committee report: 

The banke1·s who urged the c1·eation of an asset currency and the 
public men who recommended the issuance of additional United States 
notes or 'l'reas.ury notes, whethe1· protected or unprotected, were ·fun­
damentally alike in their belief that the whole trouble with existing 
banking lay in a difficulty in se<:uring proper supplies of currency when 
needJ!d aP-(1 of withd1·a wing them when not needed. 

And as an example the whole argument is based upon the 
great need of money during the period for moving the t:rops. 
Upon the face it does not seem needful to change over our 
whole present banking system and create more banks and 
turn over the control of the banking system of the United 
States to a -control boa1·d to make our currency more elastic or 
to move the crops. ::aecently we have been shown an e:.:llmple 
of elastic currency and the use of it for crop moving, and if 
anyone k"Ilows of any crops to move and wm report the same to 
Mr. :McAdoo, Secretary of the United States Treasury, I am 
sure he will find plenty of funds available for moYing the ~1·ops. 
Recently this official placed in the banks of the cl& of Wa. h­
ington, D. C., $600,000 to mo·rn crops, and double this amount 
in the city of Baltimore, while l::trge amounts have beett dis­
tributed throughout the United States, if we can rely up~n re­
ports; and when depression threatened and mon-ey on call in 
New York City commenced to climb upward, then it wns tllat 
the Secretary of the United States Treasury made the announce­
ment that there were in the Treasury printed and ready for use 
$500,000,000 of emergency and elastic currency, and t.lrnt he 
would deposit it 1n the banks to prevent a erisis if need be. nnd 
the rates went dowP and the threatened financial depression 
subsided. Here we haYe emergency and elastic currency ~rnd 
the machinery at hand to use it when need be. This shows that 
emergency currency can now be issued under the \"reeland Act 
and in that respect the present act seems to bear a close re: 
semblance to the provisions of the Vreeland Act. 

Suppose, for some reason or anoth-er now unknown or unseen, 
the · Gove~nment should withdraw its deposit. just as Jacksou 
did in 1833? What then? Or the scheme does not work out 
well and an election should be held upon the issues of repeaiing 
this act, -and a majority is .elected favorable to that issue. 
What then? To me it would ha Ye been better to amend 
our pres.ent banking laws by giving 1ita1ity to elastic cur­
rency as the :first step. This can be done by allowing the 
Secretary of the Treasury to accept Government and other 
State, county, and municipal bonds for currency, the same as he 
does now for Government deposits and deposits of postaJ-sav· 
ings banks for currency, and in times of crisis or panic accept 
bills ·of exchange and standard commercial paper for currency. 
The bill should .contain, in addition to the provisions for loan­
ing -0.n farm mortgages .and the establishment of a savi,µ.gs de­
partment, the fm·ther right to form associations for a system of 
farm credits. 

This can be done without creating a great central bank, which 
President Jackson knocked .into a proverbial "cocked hat,, 
because of the great power it would place in the bands of a few 
men. Here it is pToposed to place the power of controlling the 
banks and the money of our great Republic in the hands of 
seven persons acting as a control board. If any provision of 
the Aldrich Monetary Commission Act was criticized, it was 
the one creating and intrusting the management of our national 
finances to a board of control. By the terms · of this act the 
board is to consist of the Secretacy of the United States Treas­
ury, the Comptroller of the Currency, and the Secretary of Agri· 
culture, .ex officio, with four other members appointed by the 
President and confirmed by the Senate. The Aldrich Act pro· 
vided that the board of control should consist of .a go'°ernor, 
two deputy governors, the Secretary -0f the Treasury, the Comp­
troller of the Currency, the Secretary .of Agriculture, the Secre­
tary of Commerce and Labor, and 15 members to be elected by 
the branch banks, who shall represent the agricultural, com­
mercial industries, and other interests. In the creation of this 
board there is no improvement over the Aldrich system. 

Mr. Chairman, the bill contains the provisions .of law for a 
system of banking and currency. New banking and currency 
laws have _been wanted and needed for nearly a generation. 
The people expect currency and banking legislation, but that this 
bill if enacted into law will meet with great fllvor is very 
problematic. As for me I would prefer to amend our present 
law by extending and enacting into law the provisions of lhe 
Vreeland Act or similar provisions for issuing currency upon 
safe governmental, State, county, municipal securities and bimk 
nssets if panic threatened or in times of crisis. Why not? 'l'he 
Government now ta.kes State, county, and municipal bonds as 
security for United States deposits and deposits of postal sav­
ings banks. It is the inherent sovereign right -0f the Govern­
ment to coin --and issue money. Why turn this right ovet· to tbe 
dictates of a board of seven members? Again the cha-age in­
volws the deposit of the Government money not in the United 
States Treasury, but in the banks without security. Now no 
GoT'ernment money is deposited in any bank without security. 
The transfer of $220,000,000, -or ::i. considerable part of this 
amount, -from the Treasury of the. United States into uny bank 
is something --of an adventu.re. But the bill permits national 
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·bnn"ks to have a savings department and to Joan money on real 
e tate, ancl when it is finally enacted into law it is hoped it will 
meet with and receive the approval of the people. The name is 
1rumaterinl. It makes no difference by what name it is called. 
If such a system is to be adopted, let it be the greatest finan­
cial system known to the world in modern times,. yielding to the 
demands of the people and with none other than the needs of all 
the people and the Nation to subserve. [Applause.] 

l\1r. PHELAN. Mr. Chairman, I move that the committ~~ dv 
now rise. · 

The motion was agreed to. 
Accordingly the committee rose; and the Speaker having re­

sumed the chair, Mr. GARNER, Chairman of the Committee of the 
Whole House on the stute of the Union, reported that that com­
mittee had had 'under consideration the bill H. R. 7837, and had 
come to no resolution thereon. 

E~ROLLED BILL SIG::iED. 

Mr . . ASHBROOK, from the Committee on Enrolled Bills, re­
ported that they bad examined and found truly enrolled bill of 
the following title, when the Speaker signed the same: 

H. R. 7595 An act providing for the free importation of 
articles intended for foreign buildings and exhibits at the 
J>anama-Pacific International Exposition, and for the protection 
of foreign exhibitors. 

LEA VE OF ABSENCE. 

Mr. CARTER, by unanimous consent, was granted leave of 
absence for 30 days, on account of service on the Joint Com­
mission to Investigate Indian Affairs. 

RECESS. 

Mr. PHELAN. Mr. Speaker, I move that the House do recess 
until 8 o'clock to-night. 

The motion was agreed to; accordingly (at 6 o'clock and 30· 
minutes p. m.) the House stood in recess until 8 o'cloe:k p. m. 

EYE:NING SESSION. 
At the <!xpiration of the recess the House resumed its session. 

CURRENCY. 

l\Ir. BULKLEY. Mr. Speaker, I mo~e that the House resolve 
itself into the Committee of the Whole House on the state of 
the Union for the further consideration of the currency bill, 
H. R. 7837. 

The motion was agreed to. 
Accordingly the House resolved itself into Committee of the 

Whole House on the state of the Union for the further consider­
ation of the bill (H. R. 7837) to provide for the establishment 
of Federal reserve banks, for furnishing an elastic currency, 
affording means of rediscounting commercial paper~ and to 
establish a ruore effective supervision o·f banking in the United 
States, and for other purposes, with Mr. GARNER in the chair. 

l\ir. BULKLEY. I yield JO minutes to the gentleman from 
Connecticut [Mr. KENNEDY],. 

Mr. KENNEDY of Connecticut. Mr. Chairman, within the lim­
ited time at my disposal I can only consJder a few of the sec­
tions of the banking and currency bill. So much has been said 
by the gentlemen who have already spoken on the bill that it 
leaves very little unsaid. I will try to put what I have to say 
in as few words as possible in the hope that I may add a little 
to the many brilliant arguments that have been made on this 
bill. I nm in favor of the bill now before the House, because 
I believe a change in the currency system of the country is ab­
solutely n~cessary, and the change should be made at this ses­
sion. It is claimed the President is taking a keen interest in 
currency reform; he is c1·iticized by some for his activity, but 
we must all admit he is free from corporate influences or the 
influence of the moneyed interests of the country, a man who is 
known to all the people as being absolutely fearless, working 
for the interests of the whole country. 

I represent one of the large manufacturing and agricultural 
districts in Connecticut, and I believe that this bill will meet 
the needs of the manufacturers, business men, f a rmers, and the 
laboring men. Financial experts have been puzzled for many 
years trying to suggest a reform, and have presented seyeral 
bills that in their judgment are most needed in our banking and 
currency laws. All of them failed. But there is no question 
that the present bill will meet the requirements. If it is passed 
by this Congress, there will be no financial panics, because all 
the people will receive benefits under the new system and will 
have confidence in it; and, further, because it will be next to 
impossible to create any artificial stringency by manipulation 
of the money market. From my study of the bill the most im­
portant thingi:;-the interest rates, the volume of currency, and 
extensions of credit-,vill all be controlled in the inter~sts of 

the public by a Government board. There will be no ground 
for the fear and distrust which usually brings on panics, be· 
cause everybody will know there is enough money to go around 
and that enough credit will always be available to meet all 
legitimate needs. . 

Of all the public questions now before the people it is prob­
able the average man or woman knows least about' the financial 
question. So it is with you and with me and with 99 out of 
every 100 people you may meet upon the streets. But that is 
only another reason why the country sh"uld be educated to 
know gocd currency legislation from bad currency legislation. 
Some objections have been made that the present bill gives 
too much power to one man, and that we may some day have a 
man in the White House who is not as honest as the present oc­
cupant, aud that he may appoint members of the board in favor 
of the bankers and against the people. The answer to this ob­
jection is the President appoints the members of the board, but 
the Senate must approve of said appointments. The people can 
trust the President. 

Under this bill the working man will always get his pay in 
Government currency as good as gold and he will not be asked 
to accept clearing-house checks or other credit substitutes be­
cause all employers will always be able to get tbe currency 
which their business justifies. 

The small business man will be able to borrow at a lower rate 
and to secure more adequate accommodation, because the banks 
will feel more free to invest in the commercial paper of local 
communities, 1."1lowing that they can immediately realize on 
this paper by rediscounting it, whenever they need to do so. 
The small banker will be able ~o do business directly with the 
Federal reserve bank, where he will have the same facilitied 
as the big bank. He will be freed from his dependency upon 
the big banks and be able to serve his customers according to his 
own judgment, subject only to reasonable supervision by the 
Government board. It will give to the small bankers the same 
security it gives to the small business men, and must tend to 
stimulate competition in commerce and industry, and this com­
petition in time can not fail to give lower prices to the con­
sumer and more employment to the producer. 

In fact there are sever~ good features in this bill that appeal 
to me, but time does not permit me to enumerate all of them. 
Some of those that have sh·uck me most forcibly are the sec­
tions forbidding any bank examiner from accepting a gratuity. 
Also the prohibition against an officer or director of a bank 
receiving any benefits directly or indirectly, or any fee of any 
kind in connection with loans. 

l\Ir: l\fcKENZIE. Will the gentleman yield? 
l\Ir. KENNEDY of Connecticut. I can not; I have not the 

time. This is a great protection not only to the bank but also 
to the public. It prohibits directors from making money on 
loans that they will 13.ter have to pass upon and which would 
necessarily influence their judgment in favor of the person 
requesting the loan. '__:he bill will operate to extend a bank's 
reserves, and will prevent the throwing of securities upon the 
market to maintain credit. It can not cause inflation of the 
currency. Resene money will be held to .\;ork and C1e banker 
can lend it over and over again. Under our present currency 
laws it is impossible for the banks to do all the business that 
they wi:l be able to do under the proposed change. 

I have been informed the Secretary of the Treasm v has been 
recehing hundreds of letters a day for the past month from 
all sections of the country and from all classes of people, mimu­
facturers, farmers, merchants, miners, some bankers, a·nd prac­
tically all of them are in favor of currency legi slation as em­
bodied in this bill. All of these letters have expre::::sed geueral 
approval of the many features of the bill, especially t~at part 
relating to Government control. Control must be placed some­
where, and the great majority of these letters say that it is far 
preferable to have this control in the hands of Government 
officials rather than in the hands of private parties. The only 
objections we hear are those of a few of the big bankers who 
are directly affected by the bill. These men have always been 
in control of the finances of the ~ountry and naturally object 
to losing such a manelously .;ood thing. 

Another good feature of the bill, especially to agricultural 
communities, is the provision made in the savings department 
of banks for loans on improved farming lands. This is a brand­
new thing for national banks, and it will tend to keep the peo­
ple's money in the places where it is owned and not concentrate 
so much of it in one place, while it prohibits the loaning of bank 
deposits· for purposes of speculation in stocks and bonds. But 
the best feature of all is the governmental conh·ol of the 
national banking system. 

An m:iderstanding of the nature of money and banking is 
necessary to a full comprehension of this big question. l\Ioney 
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is !:!oin, and money is the measure of value. That is one of 
its chief functions. Money may also be a medium of exchange, 
:rnd that is another important function, but in most transac­
tions money is not used, for more than nine-tenths of the busi­
ness of the co11ntry is done by exchange of property without the 
use of money in any other way than as a measure ·of value. 
This is .accomplished by means of credit and the banks and 
clearing houses. Banking is not dealing in money, as is sup­
posed by many people, but it is dealing in debts. A commercial 
bank is at one and .the same time a manufactory of credit and 
a machine for the transfer of the ownership of property without 
the use of money. 

This question of credits naturally leads to panics and the 
cause of panics. Great effort · was made to minimize the im­
portance of the recent panic by saying it was "only a bankers' 
panic." It is unnecessary to consider the many causes as­
signed for the panic. The assertion that it was a bankers' 
panic, coupled with the conduct of the Republicans in power 
at the time, is an admission of the weakness and unreliability 
of our present banking and currency system, for which that 
party is responsible. In the midst of the panic the long session 
of the Sixtieth Congress convened. The party in power was 
wholly unprepared to meet the situation, so it presented the 
makeshift Vreeland-Ald.rich bill, and tesorted to the worn-out 
expedient of a commission, to which the whole subject of 
banking and currency reform was referred. The panic of 1907 
did not arise from any fear that savings banks were unsound, 
but from the fear that bankers had that banks might be un­
sound. 

This brings us to the necessity for absolute confidence in the 
currency laws. The power to manufacture credit explains the 
apparently impossible fact that the banks of the country have 
on deposit right now more than $13,000,000,000, which is more 
than four times as many dollars as the country has altogether, 
and thil'teen times greater than the number of dollars actually 
held by the banks in their vaults. It is clear that these de­
posits are not made up of dollars, but of promises to pay 
dollars. These promises of the banks are evidenced by entries 
in pass books. 

The pass book is a certificate of deposit. These bank promises 
are transferable by check, nnd it is by transferring these 
promises from one to another by checks in payment of bills 
that the great bulk of the business of the country is done, and 
clone without the nse of money. The banks issue promises 
to pay money on demand, and the holders of the promises check 
ag:.iinst the promises in settlement of bills. These checks in 
most cases are deposited in the bank. In a city like Washington 
or New YorL each bank receives fo1· deposit many checks on 
other banks. These checks are cleared through the clearing 
house daily. There each bank trades the check it holds against 
the other banks for the checks they bold against it, and the 
difference between the sum total in er:.ch case is settled in 
money. In other words, it is a matter of bookkeeping. 'l'he 
checks are drawn against credit at the bank to pay ·for goods 
or services, and the checks are paid by an exchange of the 
checks by the banker~ at the clearing house. 

In still other \"VOrds, the bankers say to each other: "You 
giYe me the checks you have on me and I wilI give you the 
checks I have on you, and we will pay the difference either 
way in money." It is nothing more than an extension of the 
plan of settling bills between werchants who present each other 
with bills at the end of the month and check one bill against 
the othet, and pay the difference in money. The sam~ thing 
could be accomplished by the merchants ~iving checks to each 
other and allowing the bankers to exchange the checks between 
them~elves. It is au exchange· of property without the use of 
money in either case. 

Coufidence therefore plays an important part in any currency 
sy tern, but confidence is not eyerything. In the recent cam­
paign l\Ir. Taft said: "Confidence is everything." But that is 
exaggeration. It is all too well known that confidence may be 
misplaced, and when it is misplaced it is a bad investment. 
There may also be a lack of confidence without reason, and 
when hat is the case it is a very bad investment. An unreason­
able lack of confidence leads to panic, and a justifiable lack of 
confidence adds to the panic the additional hardships and suffer­
ings that flow from an abuse of credit. The panic falls on all 
alike, the innocent as well as the guilty, the thrifty and the 
unthrifty. 

The CH.A.IR~f.A.N. The time of the gentleman has expired. 
l\Ir. GLASS. I yield to the gentleman fh-e minutes more. 
.Mr. KE1\~EDY of Connecticut. Under the proposed new sys­

tem panics will be impossible, because panics a.re based upon 
financial fear, and the fear itself is based upon the idea that 
those entitleu to it rnay not be. able to g,et iponey ~vhen they 

mrnt it. Uuder this bill, as I understand it, anybody acttinlly 
entitled to it rau get currency, and therefore no man with a 
deposit in bank need be afraid that the bank can not furnish. 
currency if it is hone tly aud efficiently conducted. This will 
in turn prevent run on banks and in preyenting panics will also 
preyent unfair . and undue contraction of credits with its conse­
quent paralyzing effect on business and on the productiYe en­
ergies of the Nation. Bu iness enterpri es will haYe a stability 
unknown in the past history of the United State . 1\fen will not 
be thrown out Of employment wholesale throughout the country 
by the fright of financial and commercial panic, but finance and 
commerce will become steady. Men will be regularly and sys­
tematically employed. l\le.u will not be ruined by \iolent and 
abrupt changes of Yalues. Hundreds of thousands of men 'vill 
not suddenly be throw11 out of employment during the e national 
wayes of depression. 'l'here will be no national wayes of de­
pression nor undue feyerish buoyancy. The consequence \vill be 
that the national energies of our people will be employed upon n 
firm basis that will be continuous. 

One of the fundamental changes proposeu under this bill i 
the establishment of the 12 reserve banks. The duties of these 
resene banks will be to receiYe all capital subscribed by mem­
ber banks. This would amount to not less than $100,000,000. 
After the bank~ are started they will hold $160,000,000 of re­
serves furnished by the national banks of the country and after 
14 months up to $400,000,000 of reserYes. These re errn banks 
will also handle the current funds of the United States, amount­
ing to from $150,000,000 to $200,000,000, thus making a total of 
about $700,000,000 to back the new system. 

The adrnntages to the banks of the country are so decided I 
can not conceiYe of any thoughtful bank not taking advantage 
of the opportunity. The advantage to our ordinary business 
man, as I have pointed out before, is very much greater than 
that to the bank, because it enables the man who is entitled to 
credit to obtnin credit and will preYent a shrinkage of his as­
sets by periods of financial stringency. It will also prevent his 
being forced into liquidation unjustly at times when he can not 
realize a fair value on his assets. 

A few of the big banks of New York have felt inclined to 
insist that they hould haYe the right to control the new system, 
because they think they understand the banking business better 
than other men. When the Interstate Commerce Commission 
was established the railroads were urgent in demanding repre­
sentation upon the commission because it vitally affected them, 
but it would have been just as absurd to gh·e the railroads con­
trol of a governing commission whose duty it is to require the 
railroads to deal justly with the people of the United States as . 
it would be to giYe the banks control of the currency system 
of the country. Who will claim to-day that the railroads 
should be represented on the Interstate Commerce Commission? 

Other great advantages to the banks under the proposed new 
system is that it will mobilize their own reserves and permit 
the surplus resenes of one bank to be made available for use by 
other bank by being put in a common fund available for re­
discounts for the accommodation of banks needinO' such assist­
ance. It will prernnt a bank from being smldenly embnr­
rassed by a run upon the bank, us such a bank would be able 
immediately not only to use its own reserves but would a.1so 
be able to discount a large volume of its assets in the form of 
commercial paper and thus meet any sudden demand. In addi­
tion it could negotiate other loans by permission of the GoY­
ernment board, so that a sound bank could meet any unex­
pected demand in the form of a run or extraordinary financial 
pressure. 

One of tlle great rea ons, and an unanswer:.ible one to my 
mind, for a change in our currency sy tern and in favor of the 
present bill is the undoubted existence of a Money Trust some­
times calle<l a "credit tru t." There is no que tion that n. 
1\foney Trnst does exist in this country. No matter under what 
name it passes, I belie>e there is such a combiuation or con­
centration of credit in the United States to-day, and this l>ill 
will do more than any other thing eyer attempted by any Con­
gress in the history of the United States to strangle the l\Iones 
Trust monster. The great opposition to currency legislation 
has come from the terrific power of this :Money Trust which has 
been exerted to its utmost to check any legislation at the outset. 
To the thinking man, the very fact that these people strenuou. ly 
object to this bill or in fact to any kind of currency legislation 
that will take the control from their hands, is sufficient to 
class it as the most desirable piece of legi lation that could be 
enacted. Anybody who has studied the reports of the recent 
investigation by a House committee regardiug the concentration 
or control of money and credit must come to the same con­
clus,ion, that there is a money trust or creuit trust, and tlrnt 
we must control it or it will control us. 
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To pro\e this statement I -quote below from the findings of 

this committee: 
Tbe concentration of contrnl of money and credit bas been effected 

as follows: 
First. Througb consolidation of competitive banks and u·ust com­

panies, whicb consolidations in turn bave recently been brought under 
sympat.lletic management. 

Second. Through the same pcwerful interests becoming large_ stock­
holders in competitive banks and trust companies. This is the simplest 
way of acquiring control, but since it requires the largest investment of 
capital, it is tbe least used, although ' recent investmer;its in that d~re.c­
tion fo1· that apparent purpose amount to tens of millions of dollais m 
present market values. -

Third. Through the confederation of possibly competitive banks and 
trust companies by means of the system of interlocking directorates; 

Fourth. Through the influence which the more powerful bankmg 
houses, banks, and trust companies have secured in tbe ma.nage~ent 
of insurance companies, railroads. producing and trading <;orporatlo_ns, 
and public-utility corporations, by means of stock holdmgs, voting 
trusts, fiscal -ageucy contracts. or representation ~1pon their l.Joa~ds of 
directors, oe through supplying the money reqmrements of railway. 
industrial. and public utilities corporations and thereby being en~bled 
to participate in the determination of their financial and busmess 
policies. 

Fifth. Through partnership or joint-account arrnngements ~et~een a 
few of the leading banking houses, banks, and trust companies rn the 
pm·chase of security issues of the great interstate. corporation,~, accqm­
panied by understanding of recent growth-sometimes call~d bankrn~ 
ethics "-which have had the effect -of effectually destroymg competi­
tion between such banking houses and trust companies in the struggle 
for business or in the purchase and sale of Jarge issues of securities. 

The powerful grip of these gentlemen is still. upon the throttle 
that' controls the wheels of credit, and upon their signal those 
wheels will turn or stop. So, I say, if we ao not act now, after 
awhile it may be too late. 

In the words of the committee : 
Far more dangerous than all that bas happened to us in the past 

in the way of removing competition in industry is the control of cre~it 
· through the domination of this loney Trust over our banks and rn­

dustries. It means that there can be no hope of competition and no 
new ventures that could live against existing combinations without 
the consent of the trust that dominates the sources of credit. ~ A 
banking house that bas organized a great industrial or raUway com­
bination or that has offered it.c; securities to the public is represented 
on the board of directors and acts as its fiscal agent thereby assumes 
a certain guardianship over that corporation. In the ratio in which 
that corporation succeeds or fails the prestige of the banking house 
and 1ts capacity for absorbing and distributing future issues of se­
cm·ities is affected. If competitjon is threatened it is manifestly the 
duty of the bankerf: from their point of view of the protection of the 
stockholders. as distinguished from the standpoint of the public. to 
prevent it if possible. If they control the sources of credit they can 
furnish such protection. It is this element in the situation that unless 
checked is likely to do more to prevent the restoration of competition 
than all other conditions combined. This great power standing be· 
tween the trusts and the economic forces of competition is the factor 
most to ...be dreaded and guarded -against by all the people. 

Let me say here that every time currency legislation has 
been pro11osed in this House or the Senate there has always 
been opposition to it. Every time an administration under­
took to change the financial system of the country it has been 
opposed. In 1863, when the national banking system :was 
established, some of the very same arguments that are used 
against this bill to-day were used, and that bill passed the 
Senate by only two majority, 23 to 21. They said then that 
there was lack of confidence. They said then that the State 
banks would not go into the national banking system. But 
they illd. You say now that the national banks will not 
come into this reserve. 'l'hey certainly wi11, because it will be 
to their advantage to come in. 

In conclusion, we must keep in mind the borrowers as well 
as the bankers in relation to this bill. Are the bankers who 
object to this bill objecting in the interest of the people, or 
does the objection come from a selfish standpoint? We want 
the bankers to come in under the provisions of this bill. Let 
them give it a fair trial and if there are any defects discov­
ered they can be amended. The Banking and Currency Com­
mittee and Members of this House have given a great deal of 
tim.e to the preparation and discussion of this bill. It is going 
to pass, and after it has become a law there_ can be no question 
but the bill is in the interest of the whole people. [Applause.] 

Mr. HAYES. I now yield 10 minutes to my colleague, the 
gentlemnn from California [Mr. KENT]. 

Mr. KENT. Mr. Chairman, I shall take but a few moments 
of the time of the House to state _some vi_ews I have concerning 
currency and banking mn tters as affected by this bill. 

I would respectfu11y submit that all laws, that all govern­
ments, that all forms of restraint offer but a choice of evils. 

There is nothing humanly perfect bnt human perfection. In 
the coming days of our angelhood perfectness, to which we look 
forward with apprehension, we sha11 be fit to live without law, 
while mortal rrien in millennial times will be sublimated an­
archists. living where there are no legal imperfections, because 
there will be no law. 

It is in view of this basic theory that I find little patience for 
those who · are looking for flyspecks in this bill and are over-

looking the great evils which I feel_ sure it will largely amelio· 
rate. 

Our pre£ent currency system is a crazy quilt of mutual and 
reciprocal profanities-gold. silver at a false ratio. gold certifi­
cates, silver certificates calling for 50 cents on the dollar, Treas­
ury certificates redeemable in coin, a few outstanding "blood­
stained" and pensioned greenbacks, and, finally, bank notes, 
which, being based on Government bonds, remind one of the 
struggle of the bankrupt to live on the interest of his debts. 

As herdsman over this aggregation of sheep, goats, jack rab­
bits, white mice, and fleas stands patient Uncle Sam, saying, 
"You are all equal in value because I say so." Even the fiat of 
90,000,0-00 people comes huskily in such a declaration. 
· We have justly complained of the trusts and combinations of 
the powerful and the greedy, and have seen in the ever-increasing 
inequality of distribution of our country's wealth a menace and 
a curse. Our currency system has not only aided the evil 
tendency, but the disproportionate distribution of currency bas 
been much worse than the illstribution of wealth, and the 
Aldrich bill would, in my humble opinion, -have been the key­
stone of this arch of centralization. 

All streams of currency empty into Wall Street, to be used 
by the gamblers, promoters, and looters, as wen as honest build­
ers, and the streets of other great cities that indulge in Wall 
Street games are but extensions of Wall Street. · · 

T-he western farmer, the southern planter, the miller, the 
miner, the lumberman, and many another possessing wealth_:real 
wealth in terms of necessaries of life-are forced to look to Wall 
Street for money, for their own money, to fipance their_ ex-' 
changes, and if _it is convenient to the _ stock gamblers of Wall 
Street or the wheat gamblers of La Salle Street they got their 
money-otherwise not. 

How this centralized power has been used not only to deprive 
the inillgent of opportunity, but those possessing real wealth of 
realizing on that wealth of food and goods of which they are 
possessed, w-as eloquently demonstrated in 1£07. · 

Under our present system we can not get c-µrrency when we 
need it. We can not have it where we need it. Abundant h'ar-_ 
vests mean dea1'th and slack times mean redundancy. 

Onr great banking system can not be shattered; it must 'be 
conserved, helped, and encouraged. But Wall Street should not 
be our banking system. Our banking system must be contro11ed' 
by law and the law µmst be construed and enforced. by men .. 
and these men must be guided by a sense of public welfare and· 
not by the sole impulse of private profit. _ 

I have no patience with the talk of Federal despotism-no 
such thing crui exist. Shall we forever prefer a real Morgan­
Rock.efeller-Wall Sfreet despotism to a bogy man-a hypothet-. 
ical, imaginary traitor? , 

Institutions are not automatic. Men must oper~te them. We 
can not blame those p1ivate individuals who, finding themse_lves. 
in power, work under the law to increase that power; but we 
can alter the law and we can replace them, in this case. ·with 
men who would face illsgrace and imprisonment if they acted 
in their public capacity as the private indi\idual has acted in , 
his private capacity. 

In this brief preface I wish to state that I believe this bi11 is 
a credit to its framers; that it is constructed on the lines of 
sound finance; that it is free from all taint of irredeemable fiat 
crazes. I believe it calls for the exercise by our bankers of all 
the qualities of caution and care without which any system 
would go on the rocks. 

Banking-and by banking I do not mean pawnbroking in 
collateral loans-is a great service to society, an aid to com­
merce, just a& railroads are. It is not an exact or a mathe­
matical science ~xcept in part. The human element is pre­
dominant and we can not overlook it. For illustration, we inight 
say that 25 per cent resembles chess and 75 per cent resembles 
poker-one calling for absolute mathematical formulas, the 
other percentage based on a mixture of chunce and human 
nature. 

We might well have an automatic chess player, but no one 
would ever t:Ty to invent a poker-playing machine. 

Our bankers in village, town, and city constitute an army, 
expert in the needs and the abilities of their localities. Under 
proper control they should be enabled · to broaden their use­
fulness. It is my belief that this bill will gire them an oppor-

. tunity for added usefulness. 
I do not object to the mandatory feature, for the bill wm 

prove a source of profit to legitimate banking,· and those not 
. wishing to accept its provisions should not claim the Federal 
-brand, but, as we cowmen say, " should be vented and re­
. branded." 

As to the constitutional argument m;ged by- the gentlemnn 
1 from Io~a [Mr. PROUTY], whereby he tried to show that the 
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bankers wobld be deprived of their property without process 
of law, that argument is finer spun than a modern skirt. 

Bauks cau not claim the Federal good will and the Federal 
name without complying with Federal law. They can take 
their little dishes and play in the State yards if they see fit. 
Can the creator condition the existence of the creature? 

As u matter of course this measure should be followed by a 
fa.rm-credit system to aid in agricultural de\elopment by the 
use of fixed investment funds. for this is where such funds are 
neeG:ed and can be safely applied. SpeculatiYe bonds ought not 
to be the only outlet for the people's sa Yings. 

But this is another story and one in which current funds, the 
medium of exchange, should not appear. [Applause.] 

Mr. HAYES. Mr. Chairmnn, I yield 30 minutes to the gen­
tleman from Oklahoma [Mr. MORGAN]. [Applause.] 

[l\Ir. MORGAN of Oklahomu addresse<l the committee. See 
Appendix.] 

Mr. HAYES. I yield 30 minutes to tlle gentleman from Ken­
tucky [Mr. LANGLEY]. 

[Mr. LANGLEY addressed the committee. See Appendix.] 

Mr. GLASS. Mr. Chairman, the members of the Banking and 
Currency Committee of the House on this side of the aisle haye 
reason to feel a lively sense of satisfa<;tion o\er the fact that, 
after a general discussion of the currency bill reported to the 
House by the committee ex ending over a period. of four days, 
no im}Jression ad\erse to the measure seems to haye been 
created. 

I confess to a sense of personal gratification that my open­
ing speech in presenting the bill to the House seems to have 
anticipated every objection that might, in reason, be offered; 
and I trust I may, with becoming modesty, express the judgment 
that it answered every adverse suggestion before it was made 
here upon the floor of the House, except, perhaps, one or two 
points involving, I suspect, legal refinements. 

Member after Member on the Republican side has come for­
ward to this stand and, declaring he had this or that objection 
to the bill, nevertheless concluded that it is so much better than 
the existing system he would have to vote for it upon its final 
passage. We, of course, think it is so much better than the 
existing system that it should pass t;he House wit~ a unanim­
ity that will insure its speedy enactment into law. There 
seems to be little serious objection to the details of the bill. 

Our Republican friends apparently do not object so much to 
what the bill provides as to the manner of its consideration. 
There has been a good deal of criticism on this score, as if we 
had proceeded in a most unusual way and adopted unprece­
dented methods. 

Some gentlemen who ha\e urged this objection are absolutely 
sincere in theii' opposition to caucus processes. I have a degrDe 
of toleration for colleagues who really take that new, and to 
these I beg to repeat the assurance that we have not clesi1"ed 
to make a partisan matter of this banking and currency bill in 
any offensive sense. But it must be remembered that we legis­
late through and by parties here; and I have been unable to 
understand how we may ever expect to O\ercome that defect of 
our American system, if it be a defect. 

There has been complaint about there not ha\ing been hear­
ings on the bil1. The answer is that the bill itself is the prod­
uct of extensi-re hearings on the subject of banking and cur­
rency reform. As soon as it became definitely known that the 
Sixty-third Congress would be immediately charged with the 
responsibility of currency _legislation the Banldng and Currency 
Committee of the House set a.bout getting information on the 
subject. We had elaborate hearings, as I ha\e already stated, 
to which not only were the bankers of the country invited but 
the select representatives of every national group in America. 

The representatives of the trade-unions, the farmers' unions 
and granges, commercial bodies, railroad employees, the manu­
facturers, the credit men, specialists on the subject-all were 
invited to testify and did testify. 

As to the consideration of the bill by the Committee on 
Banking and Currency, the Democratic members had confer­
ences of their own; but there was no binding obligation upon 
any member to \ote for any provision there agreed upon. 

For weeks we carefully and diligently considered every 
feature of a tentative measure, discussing the alterations that 
were desirable and making changes that seemed to be wise. 
During all of that period, as I have previously indicated, I 
kept in constant communication and contact with the senior 
Republican member of the committee, assuring him that we 
did not care to make a partisan issue of the problem. We felt 
obliged, however, to proceed in the usual way. · 

~'\fter we had agreed on the details of the bill it was taken 
to .:i pnrty caucus. Is that a startling procedure? Is there 

anything of an unusual ·nature ~bout that? Is it somethin~ 
so extraordinary and genuinely unique as to occasion amnze­
ment on the Re.publican side of this House? 

l\fr. PL.A.TT. · Wm the gentleman yield? 
l\Ir. GLASS. Certainly. 
Mr. PLATT. I ask for information. Is it usual to take bills 

into caucus, discuss them there, and settle them before they ha Ye· 
l.Jeen in general debate in the House? 

l\Ir. GLASS. It is on the Republican side. When the Repub­
licans were in the majority it was not only usual, but almost 
inrnriable. 

l\1r. PLATT. I have been informed that there has only been 
one case on one bill. 

l\Ir. GLASS. I. never have known an important measure to 
pass this House relating to the currency or tariff that was not 
agreed on in party caucus or put through under party rule. 

Mr. PLA'.rT. Was that in caucus before going in general de· 
bate in the House? 

Mr. GLASS. ~'he Vreeland currency bill was put in the Re­
pubHcan caucus, and there was no debate of any description on_ 
it in the House until the day it was passed. Then only four 
hours of general debate were allowed instead of fom· days, 
which we have gi\en you. [Applause on the Democratic · side.] 

Mr. SLOAN. Will the gentleman yield? 
l\ir. GLASS. Yes. 
Mr. SLOAN. As another new Member, I would like to -ask 

the gentleman if the Payne tariff bill was considered in caucus 
by the Republican Party? I do not know. I was not here at 
the time, and I have not been informed. I do not mean the 
committee, but I mean the caucus of the Republican Members 
of the House. -

Mr. GLASS. I was here, but I was not in the secrets of the 
Republican Party. I imagine the tariff bill went to caucus; 
but if not, the Republican Party of the House was then operat­
ing under, rules and discipline that required every Republican 
Member to toe the mark or let Uncle Joe know the reason why. 
[Applause on the Democratic side.] 

l\Ir. STEE:t\~RSON. Will the ge.ntleman yield? 
Mr. GLASS. Yes. , 
l\Ir. STEE!\TERSON. Has the gentleman ever read the reso­

lution that was passed at the Republican caucus which agreed· 
to the Vreeland-Aldrich bill? 

l\Ir. GLASS. Yes; I have read it.'. I have it right before me, 
and I am going to read it to you presently. [Applause on the 
Democratic side.] 

Mr. STEENERSON. So ha\e I. I say the gentleman mis­
represents that resolution--

Mr. GLASS. I <l,o, not misrepresent :he resolution, because 
I have not yet referred to it. 

Mr. STEENERSQN. The gentleman said we were bound by 
the action in caucus. 

Mr. GLASS. I have not said anything of the kind; bu·t I am 
going to say it, and prove it. 

l\Ir. STEE.l~ERSON. I defy the gentleman to prove it. 
Mr. GLASS. I will read the resolution. 
Mr. STEENERSON. If the gentleman will permit me, I will 

read it. 
Mr. GLASS. Go .ahead. , 
Mr. STEENERSON. This is the resolution adopted at the 

caucus on May 5, 1908, ·on the Vreeland currency bill: 
Resolved, That this meeting or any adjournment thereof Is only n 

conference and not a caucus, and shall not have the binding etl'ect of a 
caucus; and that those who participate in its deliberations shall be ab­
solutely free hereafter to act in accordance with their own judgment 
with reference to all matters considered before it. 

That is found on page 6246 of the CONGRESSIONAL RECORD, 
May 14, 1908, first sess~on, Sixtieth Congress. 

Mr. GLASS. And to show just how sincere you were in that 
expression, when Charles N. 'Fowler, the Republican chairman 
of the Banking and Currency Committee, uncertook to act on 
the resolution his 1iead came off. He was removed from his 
position and l\Ir. Vreeland was made chairman in his stead. 
[Applause on the Democratic side.] That is how much freedom 
there was. 

Mr. STEENERSON. Here is the RECORD before me. 
l\Ir. GLASS. And there I have given you the real transaction 

as it occurred. Mr. Fowler, who had been eight years chair­
man of the Bunking and Currency Committee, was humiliated 
and decapitated because he was Etimple enough to think your 
caucus resolution meant what it 11:a1~. 

l\Ir. STEENEilSON.. Oh, no; that is not it; I de:ii.y that. 
l\Ir. HELGESEN. · Will the· gentleman ·yield"--. 
The CHAIRMAN. Does the gentleman yield? · 
Mr. GLASS. I did not yield, but I will. . 
l\Ir. HELGESEN. Assuming that the Republicans for Ion.I§ 

years· have done business along the same line Democrats are now 
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doing business, is it not true the Democrats have pomplained 
and criticized that method for the last 16 years? 

lUr. GLASS. Yes; JOHN SHARP WILLIAMS. used to rush up 
and down this aisle nearly every day in the session, exclaiming: 
'·Here is another outrage you· are about to perpetrate," and 
tha·t iS" what you gentlemen are doing now when we are pro­
posing to pass. this bill. 

Mr. JOHNSON of Washington. Will the gentleman yield for 
a question? 

Mr. GLASS. Oh, no; I want to proceed. 
Mr. JOHNSON of Washington. I just wanted to ask if the 

Democratic caucus was part of the new freedom? 
Mr. GLASS. Yes; our caucus action portends the new free­

dom-a new freedom signalized by an achievement that no other 
Congress has ever exceeded. We are going to give you a re­
vision of the tariff and pass a currency bill at a single session 
of Congress. That is new freedom, both industrial and :finan­
cinl. . [Applause on the Democratic side.] 

The gentleman from Minnesota [Mr. STEENERSON] talks about 
this resolution of his party .. con'ference" by which nobody was 
bound. Let us see what Members of his own party thought of 
that resolution. Hear the plaint . of Mr. Prince, a Republican 
member of the Committee on Banking and Currency of the 
House, with respect to this resolution that the gentleman has 
read: 

fy fellow Members, put the yoke upon you if you will. 
Free to act as you please! Yet here was a Repttblican Member 

complaining that the last one of you was about to put on the 
yoke, and the last one of you did. The gentleman who read the 
resolution just now went along with the rest. [Laughter on 
the Democratic side.] 

"Walk under the yoke," said Mr. Prince; "under buck," as 
the expression was at the time with respect to a yoke of oxen. 
He went on: 

Now, the yoke may be easy and the burden light, but I want to say 
to you that I will not be put under the yoke. I will not assume the 
burden and go before my constituents and say that I am in favor of 
makeshift legislation; that I am in favor of discharging a committee of 
this House; that I am in favor of overriding the wishes of the people; 
that I am to be a mere tobacco sign. 

Was the gentleman from Minnesota a mere tobacco sign on 
that occasion? 

Ur. STEENERSON. The gentleman who made those remarks 
1·emained in the party, and was the chairman of a committee, 
and continued so during that Congress and the next. He was 
not kicked out of the party. 

Mr. GLASS. I referred to Mr. Fowler, who was kicked out 
of the chairmanship of the Committee on Banking and Currency. 

Mr. STEENERSON. No. I am talking about another man, 
who remained chairman of his committee. 

Mr. GLASS. Now, Mr. Chairman, when I was interrupted 
I was trying to indicate just how we have pr~ceeded with this 
bill; and a little further on I desire to contrast our conduct 
with that of certain gentlemen who have assailed us. I said 
we kept in constant communication with the senior Republican 
member of the Banking and Currency Committee, advising with 
him in good faith as to the provisions of the bill and asking 
suggestions from him. We received suggestions from him and 
embodied some of them in the bill that was subsequently re­
ported here, after we had considered it in caucus and tamed 
some of our own members. [Laughter on the Republican side.] 

Mr. SLOAN. With the yoke? [Laughter.] . 
Mr. GLASS. No. By convincing them of the error of their 

way. The bill was adopted by a -vote of 163 ayes to 9 noes. 
We then took it to the full Committee on Banking and Cur­
rency for consideration, and there amendments were made. 
One of the amendments offered by my courteous friend, Mr. 
SMITH of Minnesota, and accepted by the Democrats was to­
day made the subject of sharp Republican .criticism here. 
[Laughter on the Democratic side.] 

That is a simple recital of the entire procedure upon which 
we have been so bitterly arraigned. The gentleman from Penn­
sylvania [Mr. MooRE] initiated the talk about the "gag rule of 
the .Democratic majority," and next the gentleman from Wyo­
ming [i\fr. MONDELL] performed. With a mien of injured inno­
cence and an unction that would have made Dickens ashamed 
of Ur~ali Heep [laughter]; with a simulation that would have 
driven Mr. Pecksniff, broken hearted, into oblivion [laughter], he 
deprecated the partisan zeal of Democratic members of the CQm­
mittee on Banking and Currency and the Democratic caucus. 
He even tried to invest the whole thing with an air of mystery, 
suggesting that there was something sinister about it. He 
heard the question had been asked in the caucus and never 
answered as to "who had written the bill." · . ' 

It occurs to me that if the · gentleman's curiosity was acute 
enough to ascertain that such a question had been asked he 
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might have been diligent enough to have lea1;ned tliat it had 
been promptly answered. As a matter of fact, it was asked. 
As a matter of fact, it was answered; and it would ha.ve better 
comported with the usages of fair debate had the gentleman 
from Wyoming stated the answer along with the inquiry. There 
is no secret about it. Every provision of this bill which was 
not w1itten by t!:le chairman of the committee or some member 
of the committee was written under the immediate direction of 
the chairman by the expert of the committee, who had thorough 
technical knowledge of the subject. That is the way the bill 
was prepared; and, now, where is the mystery about it? After 
all, it is not a question as to who wrote the bill. It is a ques­
tion as to what it contains; and that seems to be avoided by 
the critics. They all retm·n to the same "King Caucus" plaint, 
which in no wise affects the merits of the legislation proposed. 

Mr. GREEN of Iowa. Will the gentleman yield? 
Mr. GLASS. Yes. 
Mr. GREEN of Iowa. I will bring the gentleman to talk 

about the subject which he spoke of just now. By virtue of 
this bill the national banks wm have to subscribe--

Mr. GLASS. I will come to that presently. I want to talk 
a little more about what your side talked about chiefly, and 
then I will come to the provisions of the bill, ·though not one 
of them has been successfully assailed. 

Mr. GREEN of Iowa. I wanted to ask a question. Will the 
gentleman yield further? 

Mr. GLASS. Not right now; but I will further on. 
Mr. GREEN of Iowa. Very well. 
Mr. GLASS. The gentleman from Wyoming [l\Ir. l\IoNoEu] 

made much ado about the partisanry or this side of the House. 
He ta1ked in a pious vein about the patriotism which shonlcl 
characterize the consi{leration and enactment of currency legis­
lation. I am constrained to question the sincerity of the gentle­
man when he ventures to decry the party caucus, for of the 
leading :figures in the Republican caucus five years ago on the 
Vreeland currency bill the gentleman from Wyoming [Mr~ l\IoN­
DELL] was one af the foremost. How· can he reconcile his preach­
ments riow with his performances then? How did our Repub­
lican friends proceed on that occasion? They inb·oduced the 
Vreeland bill in the House on the 13th day of May, 1908, late in 
the afternoon. Before 11 o'clock on the 14th day of May the 
gentleman from Pennsylvania [Mr. Dalzell] brought in a rule. 
Will my friend who interrupted me awhile ago insist that he 
was not bound by the rule? He voted for it. 

l\fr. STEENERSON. I will say to the gentleman that I yoted 
for it because I favored it. It was an emergency measure. 

Mr. GLASS. The rule read: 
Resolved, That after the adoption hereof the Committee on Banking 

and Currency Rhall be discharged and the House shall proceed to the 
consideration of H. R. 21871- . 

I was a member of the Committee on Banking and Cur­
rency, and I assert here that the bill never got to the doors of 
the committee. Not only that, I assert that when the rule was 
brought in the bill had not yet come from the Government Print­
ing Office. The rule further provided that-

Debate thereon shall be concluded at not later than 5 o'clock p. m. 
to-day. 

[Laughter on the Democratic side.] 
The time to be equally divided between the friends and the opponents 

of the bill. It shall be in order to offer as a substitute for the bill H. R. 
16730. On the conclusion of the debate, as herein provided, n vote shall 
be taken without delay or intervening motion first on the question of sub­
stituting H. R. 16730, if said bill shall have been offered, and then upon 
the passage of the bill or the substitute in lieu thereof, as the case 
may be. 

·wnat did all that mean? It meant that the Vreeland bill, 
made the subject of caucus action by the Republican Party, was 
brought into the House one evening and referred to the Banking 
and Currency Committee, which. it never reached; the committee 
was discharged next morning from consideration of a bill that 
it had never seen. Under the rule no amendments were al­
lowed to be offered on either side of the House, and debate was 
to be concluded in four hours. It permitted a substitute to be 
offered, but actually prescribed the very text of the substitute. 
[Laughter.] It undertook to make the Democratic side re­
sponsible for a substitute that the Democratic side had not 
considered and did not favor; and when no Democrat would 
offer the substitute in the terms pro-\idecl by the Republican 
rule a Republican Member, the gentleman from California [Mr. 
KAHN], assumed to offer a Democratic substitute to a Repub­
lican currency bill, thereby not only mocking justice but making 
a harlequinade of the entire proceeding. 

l\lr. ALLEN. Will the gentleman yield? 
Mr. GLASS. Yes. 
Mr. ALLEN. Does the RECORD show wlJether the bill \Yns 

read or not? 
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Mr. GLASS. I do not now recall. I once heard John J. Ingalls answered yet. Why? Because I quoted the law correctly. The 
describe Paradi e Lost as "that great epic poem which every- Vreeland bill distinctly, in section 2, Yested the Secretary of 
body praises and nobody reads." [Laughter.] The Vreeland- the Treasury with the exclusive power of issuing $500,000,000 
Aldrich bill, whether read or not, was that great legislative en- of credit currency and passing on the sufficiency of security; so 
actruent that no Ile-publican wnnted, but for which all of them that the gentleman was willing to Test with one man the very 
Toted under caucus rule. [Laughter.] power that he protests is too great to be lodged with seven men! 

The .Aldrich end of it was denounced by Republicans in this He taJks derisively about this bill setting up a Pooh-Bah in 
Chamber and the Vreeland end of it \.!l.S denounced by Repub- the banldng system, totally insensible of the fact that the meas­
licans in the other Chamber; and when there was a legislative ure which he helped put on the statute book does vastly worse 
union of the two bad measures the composite bill represented in the way of concentrating control. I might aptly paraphrase 
50 per cent of House infamy and 50 per cent of Senate infamy, his doggerel and remind him that the Secretary of the 'l'reasury 
according to reliable Republican testimony. [Laughter.] ' under the Vreeland-Aldrich Act is not only-

The RECORD will show that Mr. Prince, a Republican Member, "'l'he cook, and the captain bold, 
a ked where he could get a copy of the bill, and 1\Ir. FITZGERALD, And the mate of the .Nancy brig, 
of New York, declared that n-0 copies were to be obtained. The .And the boatswain tight. and the midshipmite," 
telephones in the cloakroom got busy, and a few copies were sent But-the whole infernal t-ig. 

up from the Government Printing Office, whereupon Mr. FITZ- [Laughter and applause on the Democratic side.] 
GERALD took -0ne of these and called attention to the fact that the The gentleman sneeringly criticized the President of the 
paper was not yet dry on which it was printed. United States, and rather offeo.sh·e1y, I regret to say, intimated 

That is the way the gentleman from Wyoming [Ur.MONDELL], that l\Ir. Wilson has been using patronage to force currency 
so pi-0usly complaining of our procedure now~ performed when - legislation. I do not belieYe a word of it. [Applause on the 
he last had occasion to consider ·currency legislation. He· Yoted · Democratic side.] I refuse to believe that the present occupant 
for a gag rule that gar-e us only four hours -of debate, con- of the White House is .capable of undertaking to sway men's 
trasted with four days for this bill. He voted for a rule that opinions or to coerce their actions by the use of Federal patron­
denied both the Democratic and Bepublican sides the poor privi- age. [Applause on the Democratic side.] 
1ege of offering a single amendment to the bill, whereas we iillall The gentle:qmn from Wyoming, as did the gentleman from 
give every Republican full opportunity to offer amendments to Pennsylvania, c1iticized the President for his alleged invasion 
this bill. of the privileg-es of the legislative branch by undertaking to 

Should not the gentleman be ashamed of that sort of incon- coerce members of the Banking and Currency Committee and 
sistency on the floor of the House? likewise members of the Democratic caucus. Retort to that sort 

l\lr. BUCHANAN of Illinois. Will the gentleman yield? of .comment is easy. I might remind him, were I disposed to 
Mr. GLASS. Yes. . be disagreenble, that the preceding occupant of the Whib~ 
Ur. BUCHAN.AN of Illinois. Was the Vreeland-..Aldlich bill House caused his Attorney General to draw up a railroad bill 

read and considered under the five-minute rule? which accompanied a presidential message to Congress, advising 
l\lr. GLASS. Oh, no; never. Not only not read and consid- us to pass it. [Applause.] But what has all that to do with 

ered under the fh"e-minute rule, but they did not permit a soli- the merits of a cunency bill now under consideration? 
tary amendment to be offered to it. And yet the three gentle- The gentleman from Pennsylvania [:Mr. BURKE] discovered a 
men who have most bemoaned the method of procedure in tl1e 
preparation and consideration of this bill were the three gentle- mare's nest in this bill. "We have to fight over the battle 
men mogt conspicuous in "perpetrating an outrage$' on JoHN for the gold standard," he exclaimed. For the first time, he 
SiiARP WILLIAMS and the Democratic Members of that Oon- said, since the Republican Party 13 years ago put a declaration 
gress-:M:r. MooRE, of Pennsylvanla; Mr. MONDELL, of Wyo- on the statute books in favor of the gold standard, the doctrine 

has been repudiated in a currency bill. What nonsense! The 
ming, ''Old Faithful" [laughter]; and my good and genial gentleman seems ignorant of the fact that the national-bank 
friend from Pennsylvania., Mr. BURKE, all of them .standpattel's, notes which Federal resene notes will g.raduaJly displace are 
the lust one of them toeing the mark when the whip cracked 
and each sneezing every time the Speaker took snuff~ [Laughter.] redeemuble in "gold or lawful moner." He scemt; not to know 

.i\fr. PLATT. Will the gentleman yield? that the Vreeland-Aldrich Act, for which he yoted five years ago, 
1\lr. GLASK Oh, yes; I always yield ·willingly to my friend. requires that its emergency notes shall be redeemed in "gold 
l\1r. PLATT. I wanted to ask why the Democratic Party or lawful money." He seems not to understand that the 

should start out by taking the worst precedent of the Repub- Aldrich scheme, which he confessedly favors now, u es precisely 
the same phrase as to the .redemption of the notes for which the 

licans instead of the best. bill provides-" gold or lawful money." EYen so sane and or-
Mr. GLASS. We have not done that I have tried to point dinari1y sensible a paper as the New York Sun appears to be 

out, in contrast, how decently we have treated you in requital alarmed because this bill follows the national banking act and 
of the bad treatment accorded us when your side had charge of the Vreel.a.nd-Aldrich statute and the provision of the Aldrich 
currency legislation. We shall let you offer all the amend- scheme concerning note redemption. They affect to think we 
ments you want to offer, and with great cheerfulness and con- have made an assault upon the gold standard. What a piti­
sistency we will yote most of them down. [Laughter.] We ful sort of opposition to this bill that is. 
shall do that, I think, because we are not willing to believe that 1\Iy excellent friend, Mr. BuRJm, found out something else. 
a party responsible for the Vreeland-Aldrich bill could possibly I hnte to ruin his speech by calling attention to his discoYery. 
improYe this bill. [Laughter.] [Laughter.] He said we ba\e provided 111 this bill in .behalf 

The speech of my friend from Wyoming is a strange mixture of the agricultural classes, for loans on unencumbered farm 
of sense and, if I may say it without the least offense, non- lands, but have discriminated _against the humble laboring 
sense. · He asserts that the Federal board is given more power man in the cities; that we deny the workmnn the right to 
under this bill than any institution on earth, whereas I have borrow money with which to defray the cost of his modest 
shown, and no man here can show the contrary, thnt there is home. In that same speech he admitted that he was for the 
-scarcely a power with which that boa.rd is invested which has Aldrich bill, by reference to section 40 of which it will be 
not been performed by one or two Government functionaries for noted that no loan on i-eal estate is permitted in any one of the 
the last 50 years. 47 reserve cities or the three centru.I reserve cities of the coun-

I challenge any Member on this floor right now to na,me a try. Mr. BUR{{.E -being from Pittsburgh, a reserve city, thus 
power conferred upon the Federal reserve board by the pending advocates a scheme that expressly denies his humble laboring 
bill that has not been exercised by the Secretary .of the 'l'reas- men the right to borrow money to defray the cost of their 
m·y or the Compb.·oller of the Currency under the nation.al-bank modest homes. [Laughter on the Democratic side.] 
act with respect to existing banks in some sense or degree for And so these astonishing inconsistencies proceed, Mr. Chair-
many years. except the power of note issue. man. The gentleman from Wyoming [Mr. MONDELL] advo-

It is· complained that the Federal reserve board has the cated the mobilization of reserves, but assailed the 'Very pro­
option to issue notes or not to issue. Of course it ha.s. Did vision of this bill whk!h pronded for mobilization; he advo­
not the bankers under the Aldrich scheme ha"Ve the option of cated decentralization and nssailed the very decentralizing 
issuing or not issuing notes as they might please? Why not, feature of this bill. He talked about the failure of thi~ 
when this is a Government issue, give the Federal board the measure to provide uniform discount rates. The .Aldrich bill 
option? When I directed attention to the fact that the Vree- provided a uniform discount rate; but, if you will examine the 
land bill, for which the gentleman from Wyoming voted, vested hearings had before the Commit:t;ee on Banking and Cunency, 
this power with the Secretary of the ·Treasury alone, he insisted you· will there see tha.t eminent bankers openly admitted that 
that I had not correctly quoted it. When I asked him in what ·it was an impossible provision. The truth is, it was a pre­
p.articular ·r had misquoted, he said he did not haYe time to tense. While the bill provided that the rate of discount should 
a!lswer. I offered to yield him time to answer, but he has not be uniform. no method was devised to make the rate uniform, 
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whereas the open-market provision of the pending bill will en­
able the reser•e bank to enforce its rate of discount. 

Next, the gentleman from Wyoming criti.cized the bond­
refunding provision of this bill, saying it would cost the Gov­
ernment 7,000,000 per annum, whereas refunding under the 
Aldrich bill would not cost the Government a cent. Such sim­
plicity, such credulity, were never witnessed before since the 
world was created. As a matter of fact, if there was one pre­
ten e in the Aldrich bill more obvious than many others, it was 
the pretense that the Go•ernment would be invol>ed in no cost 
in refunding the 2 per cent bonds. Why not? The 2 percents 
were to be refunded into threes. Who was to pay the differ­
ence? The pretense was that the Government was to be 
authorized to levy a franchise tax in order to compensate itself. 
But the franchise tax was to come out of the Go•ernment's part 
of the earnings of the Federal resene association, so that the 
Government was requfred to take its own funds with which to 
pay itself! 

The Progressive floor leader of the House [Mr. MURDOCK], 
like most other gentlemen who have spoken, thought there 
were defects here and blunders there, and mistakes elsewhere 
in the bill, but graciously conceded that it was so much better 
than the existing system that he was inclined to •ote for it, hop­
ing that it would be improved at the other end of the Capitol. 
Nevertl1ele s, he criticized the Democratic majority for an al­
leged violation of its platform pledges. The bill, he said, is 
timid, weak, halting, because it does not include a provision 
against interlocking directorates as promi8ed in the Democratic 
platform. As a matter of fact, the Democratic platform 
declaration against interlocking directorates treated that sub­
ject as an antitrust proposition and did not associate it with 
banking and currency laws at all. And it is a trust proposition. 
What does the platform say on the subject? The exact lan­
guage is this: 

We favor the declaration by law of tbe conditions upon which coL'­
porations shall be oermitted to engage in interstate trade, including 
among others the pr;evention of holding companies, of interlocking dir<!c­
torates, etc. 

So that the declaration there had no connection with or rela­
tion to the subject of banking and currency; and it is absurd to 
charge that the Democrats in Congress have repudiated their 
platform merely because they refuse to embody extraneous mat­
ter in a bill for a banking and currency system. The presiding 
genius of the Money Trust investigation was the employed attor­
ney, Mr. Samuel Untermeyer, of New York, who ~o searchingly 
interrogated the witnesses; and he has publicly declared that the 
two subjects haYe no relation one to the other. He goes to the 
extreme of saying that anybody who undertakes to associate one 
with the other and to complicate this currency legislation with 
the proposition to embody in it the Pujo recommendations "is 
a party marplot." 

But, pray, what is the position of the Progressive Party upon 
currency legislation? l\ly friend from Kansas [Mr. MunnocK] 
made a speech yesterday covering seven pages in the RECORD, 
·and it contained se>en lines about currency reform. He was 
given the privilege of naming a member of the Banking and 
Cnrrency Committee. Am I not correct in that supposition? 

l\lr. HAYES. He was. 
l\lr. GLASS. Wby did be not persuade this Progressive 

~Iember to embody in some one of the numerous bills he intro­
duced some provision against interlocking directorates? Treated 
as a trust question, we know very well the position of the gen­
tleman's leader, l\lr. Roosevelt, on the subject of monopoly, 
becauee it is recalled that he made terms with the great Steel 
Trust magnates and promised the culprits iilllllunity before they 
perpetrated their crime of absorbing the Tennessee Coal & Iron 
Co., thus consummating one of the most gigantic industrial mo­
nopolies of the world. [Applause on the Democratic side.] 

Yet, with this record of his chief staring him in the face, the 
Progressive floor leader here criticizes the Democratic Party 
upon the pretense that it has violated faith with the people and 
repudiated its platform because it will not embody in a banking 
and currency bill something that relates properly to trusts and 
combinations in restraint of interstate trade. 

l\Ir. Chairman, I believe I will not further tax the patience 
of the Rouse by commenting on such irrelevant criticisms of 
the bill. They seem to have made no serious impression. I 
ha-re been gratified, as well as astonished, at the moderation of 
gentlemen who have essayed to criticize the bill. It is a complex 
question, an exceedingly difficult problem, and while I knew 
that we had thrashed it out among ourselves pretty thor­
oughly I scarcely hoped that we had made such a good fob of 
it as the criticisms from that side of the House would indicate. 

I will not proceed longer in the discussion of the matter, and 
I thap.k my colleagues for their patient attention. [Applause.] 

Mr. AUSTIN. 1\Ir. Chairman, I ask permission to print re­
marks in the RECORD. 

The CHAIRMAN. The gentleman has that permission. 
l\lr. AUSTIN. l\Ir .. Chairman, under leave to print, I submit 

three letters written by :\Ir. Henry Clifford Stuart, an able and 
worthy citizen of this city, on "Currency reform." I llave 
fa•orably known Mr. Stuart for seyeral years. He has gh·en 
rnu~h time and study to the _currency question, and I ask those 
seeking light on the subject to gi\e his views careful considera­
tion. 

The letters are as follows: 

Hon. R. W'. .A.L'STIX, 

261!) WOODLEY PLACE,­
Tfashington, D. C., A.11gq.~t 2, 1913. 

House of Rep1·esentatit:cs, Washington, D. C. 
DE.All SIR: Tbe terms ·" currency " and " reform " are apt to mis­

lead u . 
The bills pending in House and Senate will not change our present 

means foL' exchange at all, but merely remix, relabel, and represcribe 
them. ''Laws" are being doctored so as to give our currency gL·eater 
currency; that is all. 

Before " reforming" anything, it might be well to stop to consider 
its present form, which may have changed greatly since we last stopped 
to look at it, and may be entirely different from what we think it to be. 

Now, what is the present form of that which passes current among. 
us, enabling us to effect our exchanges one with another! 

Stop a moment and look at it. It may surprise some of us to 
learn that ours has come to be an out and out paper-money country ; 
that we have come to speak of gold no longer as a " standard " but as 
a "base "-a base for a great volume of paper-note money, on which 
has been gradually superimposed a vast system of paper-credit money. 

The great Nations, recognizing the insufficiency of gold evew. for a 
" base," and failing to perceive how rapidly the demand therefor is 
being impaired by the psychological wave now engulfing the world, are 
preparing for war by eagerly bidding against each other in its pur­
chase-are buying gold, mind you ; buying the " standard " at a price 
over and above that fixed. 

Gold can be had only when it is not generally wanted, all tbe false 
promises of Governments to their peoples to the contrary notwith­
standing. Its lingering connection with our present-day means for 
exchange is purely ps.vchological. It is the tool financiers periodically 
exploit us with-nothing more. 

We bave already readily agreed to five hundred millions railroad-bond 
paper money; and we are agreed also to issue money, in any amount, 
on notes of band-tissue-paper money. Would we do this if gold suf­
ficed? I wot not. We do not yet openly admit that gold bas passed, 
but down in our subconsciousness we are perfectly well aware that we 
have outgrown it, and that if exchanges depend upon it the vast ac­
tivities of to-day would come to an immediate standstill, as indeed they 
do every time the bankers, for personal reasons, call for it. 

Tbus no objection is heard to paper money, the measures to give 
greater currency to various kinds of which are now being m·ged by the 
bankers themselves. 

But what shall we say of the stupendous folly of our Government 
in undertaking to settle the money changers' rake off, which, in time, 
will absorb the whole, in gold. Where is it going to get the gold from? 
Issue bonds at our expense or tax us direct for its purchase! 

Money of whatsoever kind is but a certiflcate-the certificate of the 
exchange relationship of labor as differently embodied. Gold, of all 
the most uneconomical means for exchange, would be worthless were 
it not for the labor behind it, and silver and other metals would not 
pass as small change were it not for labor and other things behind 
them-the fiat of a creditable Government and the consent of the people 
to the use of limited amounts in this way. So with paper money­
it merely represents what is behind it. There can be no objection to 
the use of paper as money ; it will always pass at par while we are 
confident that it is properly secured. 

Nor bave tbe bankers any objection to paper-where they control 
it. They only howl "fiat money" and threaten dire disaster wbcn we 
h·y to get together to instruct Government to pL·ovide and issue the 
means for exchange, without favor, to all entitled by proper security 
to its use-to all wbo have something to exchange. 

They fear their time-honored privilege of preying upon tbe ex­
change necessities of tbe community may be threatened, and this is 
tbe reason for their present insolent denial of this right of sovereignty. 

Now, there can be no objection to any honest means for exchange­
anything that bas real labor behind it in the amount represented or 
moL·e-as long as it be fully adequate to the requirements of the peo­
ple in no way constrains their activities. and is available to all on 
equal terms and without usurious charge. 

Nor any objection to the banks continuing to act as agents for all 
parties to an exchange. . 

But we should most solemnly protest at making them the masters 
instead of" tbe servants of the people. 

We should protest at the very idea, not only of Government ab­
dicating its right to provide the means for exchange, but of its con- -
tinning to neglect its duty so to do. 

And although the bills now pending control the rates to be charged 
the banks by tbe Government, it might be respectfully suggested that 
some limit, however extreme, be set on tbe rates tbe people are 
to be charged by the banks. • 

This can not be done by means of usury "laws," all of which have 
ever been dead letters. It can only be done by freeing the supply­
by naming a rate just a notch higher than the banks are to be allowed 
to charge at which anybody, possessing proper .security, may upon de­
mand .and without commission, discount or any charge other than in­
terest, obtain tbe needed means for exchange direct from Government 
itself. • 

And the Government should determine what security would be ac­
Ce{ltable-and this should not be limiied to the paper of any specially -
privileged classes, such as financiers and trader·s, but should be ex­
tended to farm lands and improved city real estate, manufacturing 
plants, and otherwise as widely as possible and at such proportion of 
their assessed value as to insure such confidence in the needed means 
for exchange as to give it full currency at face value without thought 
even of the credit of the Government behind it. 

The means for exchange is a public necessity. and tbougb it may be 
allowed to remain yet a while in private hands, the time has n1Tived 
when the Government must see to it that public necessity is no longer 
too greatly exploited. 
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No man wants gold save for purposes of exploitation, .but all .need 
to be assured of a never-failing means for ·exchange. The hawking 
about of gold by the finaneie1·s of the naticms will not stand :investi­
gation-not ill the present changing frame of mind of the peoples. 

llENRY CLIFFORD STUART. 

SEPTEMBER 13, 1913. 
Ilon. R. W. .AUSTIX, 

House af Reprnsentatii:es, Washington, D. C. 
THE WHEltEFORE~ESS OF GOLD. 

DEAR -Sm : Let us make a hasty, preliminary survey of this most 
Interesting phase of the currency question. 

Why is it that, failing in their attempt to have Government .legalize 
their private make hifts, the banks, forced to the (to them) desperate 
expedient of proposing that Government shall furnish a means for ex­
change, strould insist that Government shall redeem same in gold, a 
thing- that they themselves always promise but invariably and .neces-
sariU_y fail to do? · 

Let mi consider this matter 1'rom one side only for the moment. Is 
it not obvious that if the banks be allowed to take a rake-off of 5 per 
cent only-and in so far as has yet been propoi:ed they can charge any­
thing they like--on the moneys the Government proposes to furnish 
them to trade upon, they ·must absorb the whole in 20 years, whether 
the issue be five hundred or five .hundred thousand millions that the 
people call for 'l 

Now, having absorbed all the money, why do they ask the Govern­
ment to change it into gold? Is it not because this 1s the ·only way 
they can get from tt.e ·Government bonds upon the people, taxing them 
in perpetuity 'l 

They have no use for gold unless they can put it ·ont at interest at 
once, 3Jld what w::iy so easy to do this as to get the Government itself 
to take it off their bands. Hence the demand upon Uovernment for 
what the Government has not got. If they really wanted -gold for 4.t­
·Self, They would ask the Government ·to buy and issue gold in the first 
place. 

But the :n-eed o:f the people for a means -for the exchange of t1le1r 
:products remains. So having wound one silken thread around the 
:Republic the Govel'nment issues the paper money through them aga:iu, 
and at the end of another 20-yea:r period-in peality it is much <shorter­
tbey wind another, and so on until the revolution. 

Might "Dot this be one possible excplanation of the ·w"hite man's present 
state of ·bondage'/ 

Faithfully, -yours, HEKRY .CLIFFORD STUART. 

AN OFEK LETTER TO DR, SU:\' YAT-s.EN. 

2619 WOOBLEY PLACE, 
lVas1iington, D. {] ., J'f.HW '16, il.913. 

MY DF •• rn DOCTOR: lf you have ever visited a .sugar plantation and 
hapnened to find an intelligence in charge of the vacuum pans, you 
_probably learned that the man through whom this great invenUon came 
could not himself <Start it runn1ng until the stee.I of a fresh mind 'Stxuck 
the last divine s.park from .h1s ow.n. 

While history may not look upon you as an ol'iginator exactly, you 
are certain to be regarded hereafter as the great adapter-the one mod­
ern who best attempted to turn the en:ors of the world to the 1;00d 
of the people--so, if but a hlnt be 1·eqnired to start China's boilers 
going, let .me .hope to do far you what the other layman did for the 
inventor. 

I refer to the financial b·o11bles of your coantry. 
In throwing off the Manchu yoke th~ withdrawal of labor from its 

accustomed pursuits has -di:sturbed the former economic level, involving 
a loss the equitable settlement whereof necessitates a redistribution 
-of goods tu effect which you ::rre eonfronted with the need of making 
a sudden and extraordinary increase in your means for e'Xchange. 

You are being urged to 'USe gold for this purpose, and the Govern­
ments of the we:;,-tern wo.rld have done tileir best to constrain your 
.acceptance of a nominal $300,000,000 from the private indiViduals 
who -have grown fat upon and still finance them-the ,security f-Or the 
loa.n to be your country and the price the bondage of your people. 

To the everlasting ho.nor of .a Ch1naman be it said you are the first 
statesman to bruk at selling a people into slavery. The matter .at is ue 
is the settlement for and proper distribution of a loss, and you refuse 
to prostitute yourself by calling in as doctors tllose who live on losses. · 

The attitude of the Governments of the western world, which have 
ever betrayed their own peoples and would now serve .as procurers, 
reminds one of the broken elephants which are used to .ensnare those 
still free . 

Bnt ycu must ·pay the troops, you say, and settle the trumped claims 
despoilers would :force upon you. Agl'eeu : This can not be done 
severally by tile people hence the.Y depute you to do it for them col­
lectively, requiring you to meet .the other expenses of go1e:r.nment as 
well. 

But the troops are not asking you for o-old-they ha-ve no surplu's 
to exchange for gold. You are dealing with a loss which no one will 
take -from you, but wh1ch must be settled by equitable distribution 
among yourselves. What you need is a means !for .distribution, a .means 
for exchange, a -means whereby you may take part of h.is .goods away 
from him who did ·not fight to gi1e to him who did. - · 

Three hundred million dollars, even. supposing that you really got 
them, might not be means enough. You may now need or be about to 
require more. Perhaps those who are trying to hold you up to 
"finance" you know this, but :intend, once they have you in their 
power, 'that you shall go to them hereafter and beg for the balance 
necessa1·y, when even more onerous terms will be imposed upon you. , 

What, with England drugging, Russia robbing, and the other powers 
of darkness hovering over you, it takes a m1nd as keen and a heart 
as stout as Christ's to do fo:r the people~ but as your's would seem such, 
why not show these gentlemen that -you're no "piker u biV -starqng " the 
game" yourself for 500,000,000? l would not allow them to do even 
the . engraving-they might alter the text. 

I will not call you a " patriot "-none of the name ever had a brain 
sufficiently balanced to do the race any good-but assuming you to be 
what was once known as a " just" .man, the absence of graft for _your­
self and your friends obviates all need of "discount "-the bonds con­
venient for the lssuance of the cucrency can be sold at par. 

And indeed they are worth par, for there is no finer " investment" 
anywhere than the 4 percents of a:Il intelligent, bard-working, frugal, 
and ethically honest people, whose natural .resources are barely 
scratched, whose national debt at the end of 1912 (Brltftnnica Year 
Book) was only $960,215,690, or less than $3 per head for her 325,-
527,830 people, and who arc ·about to establish a truly national govern- r 

ment. 

.Draw a check o.n yourself and buy in the whole five hundred millions 
No n~tion ·ever ma:de an investment -0f such transcendent 1mportance. · 

Be.i!lg now the _possessor of p.rime Government bonds, undepreefated 
by thievery of any kind, you will use them as collateral for the issue 
of $500,0()<;1,000 in notes, of the denominations most useful to your 
people, ta~ very g1·eat care to make them full Ieaal tender so as 
to rnsure their currency, and not forgetting to first ~se them to take 
up yo.or check, which should be immediately canceled, framed, .and 
bung m the Treasury Department as a souvenir. . 

You :will now proceed .to pay the troops and other extraordinary ex­
penses and thus restore the economic equilibrium which their forced 
departure from the patbs of peace had temporarily disturbed 

You will :thus bave i)artlti-Oned and properly distributed a loss. No 
one can ~o more, for .a loss -0f this kind can never be made good. 

You will next proceed with the foreign "claims," some partially just 
and ot~ers wholly fraudulent, but an of which you must settle in order 
to avoid the attentions of Governments whose intentions toward ·you 
are e>en more base than those of their subjects. 

Here .YOU are confronted with another kind of loss, largely imagi­
nary wtth them but wholly Teal to you, wblch also must be dlstrib­
u:ted en toto. among your ~~n people, but :which, ala , can not be set­
tled so ;read_il!. These <:laII1:1ant~, though living off your country, far 
from rccogn1zrng .any obligation rncun-ed thereby, are intent upon seiz­
ing the op.porturuty to .mulct you for their private gain nor are they 
likely under prese~t ~~nditions to await settlement. '£hey demand pay­
w~t at an-c;e and 1DS1st upon :gold. As ·you have no gold, you must buy 
~his .mucn rr~m the money lenders on any terms you ca.n, thus increas­
rng your fc:::mgn debt. 

Now, at the end of 25 years the surtax you will have bad· to impose 
upon y~ur people to meet -the 4 per :cent interest on tbe bonds you have 
'been w1se -e.::ougb to buy yourself will .have accumulated in sum suffi­
c~ent to reti.re tbe paper money, and with this the 'bonds; but by th1s 
time you will have found out that this paper money is rquite indis­
_pensab'le as a means for exchange. 

When this qme comes it will be easy for you, .the eastern mind being 
more pene~rating than the western,. to ~ive a most su.ggestive lesson 
by destroym.g the bonds, the IJUPely limagmary necessity for which has 
,been th.e -re~~on for the. 500,000,000 surtax, and asking your people 
what dispo itio.n they wish made ·Of this useless hoa1·d-whether they 
·wish to .take it themselv.es in exchange for the paper -money of which 
the bands were the superfluous symbol; whether, havin"' found thia 
paper money 9nite 'Suitable for their own uses, they care 

0 

to buy back 
from the foreigner the surplus products they have so sweated th-em­
selves to produce and send him in exchange for this gold· or whether 
they ~ad not best apply it to the reduction by one-half of their foreign 
debt_, m the hope of altcgether eradicating .this cancer in the course 
of another generation! · 

Ifor, i I'epeat, you have been trymg to make good .a los of a kind 
which can not be made good, and have only succeeded in speeding up 
your people, the result of which is a " surplus," which is unreal in 
that it has ·been -obtained at the cost of the land and af the vitality 
of your people. 

But it would be too great good iortune to thus easily distribute 
your ·own lossc,s and pay debts and unjust claims at the .cost of the · 
vitality -of one or two generations only. There would be nothin"' "mod­
ern" in this-this would be" futurist."' No; you would not be

0

allowed 
so to do.. The fleets of the powers, which the financiers use as if they 
were their -ow-n, would be sent to close your ports at once. ·You would 
be cut up into "spheres of influen-ce "-evil influence. 

No ! While these gentlemen are still able to play tile forces of all 
"the powers" against the peoples. prudence demands that you should 
pretend te be asleep while they burglarize. your house. So take the 
gold they would force ·upon you, but do not spend it. Remember that 
it is not yours to spend. It . has only been " lent " you, ,and they prn­
tend to expect you to return it. 

Remember that gold is a tool only-to be used, bnt never lost­
and that the only way to do this is to follow the -example of its 
.craftsmen . 

After signing for three hundred millions in go-Id. take what they 
·may actually let you have thereof, put it in your '11J:easury and keep 
!it -there, issuing against it note money to the full, and c1·edit money 
in any amount you like, up to ten times its full amount or more main-
taining the parity fiction just a.s the bankers do. ' 

Place a sm:tax on your people to meet the charge for the 11se of that 
for which you have no use, and when they get tired of paying tribQte 
and have prepared to and feel strong en-ough to resist the oppressors' 
pull the musty gold out of your strong box:, add thereto the portion 
you signed for but did not get, and-send it back to them. 

HENRY CLIFFORD STUART. 

.Mr. BULKLEY. l\fr. 'Chairman, iI moye that the committee 
do now rise. 

The motion was agreed to. 
The committee accordingly rose; and tlie Speaker having re­

sumed the chair, Mr. GARNER, Chail·man of the Oomnuttee of 
the Wbole ' Honse on the state of the Union, reported that that 
committee had had under consideration the bill (H. R. 7838) to 
provide for the establishment of Federal reserve banks, to :fur­
nish an -elastic currency, to afford means of redi counting com­
mercial paper, to establish a more effective supervision of bank­
ing in the United States, and for ·other pm·poses, and had come 
to no resolution thereon. 

DEATH OF REPBESEN:l'A.T.ITE TllIOTIIY D. SULLIVAN. 

Mr. GITTINS. 1\fr. Speaker, it becomes my sad duty to an­
nounce to the House the death of the Hon. TIMOTHY D. SUL­
LIVAN, late a Representatirn from the thirteenth district of 
New York. I will not at this time, but I shall at some future 
time, ask the House to set apart a day when respect may be 
paid to his memory. I offer the following resolutions. 

The Clerk read as follows : 
House r:esolutio.n 25'3. 

Resoh;erl, That the House bas heard wlth profound sorrow of the 
Cleath of Hon. TUIOTHY [), SULLIVAN, a Representative from the State 
of -ew York. 
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Resolved, That a committee of 20 MemlJers of' the Honse, with truch 

Members of the Senat€ as may be joined, be appointed to attend the 
funeral. . 

Resoli;ed, That the Sergeant at Arms of the House be author1~ed 
and direeted to take such steps as may be necessary for ca.rrymg 
out the provisions of these resolutions, and that the necessary ex­
pense in connection therewith be paid out of the contingent fund of 
the House. · 

Resolved, That the Clerk communicate th!'IBe resolutions to the 
Senate and transmit a copy thereof to the fanuly of the deceased. 

The resolutions were agreed to. 
The SPEAKER announced the following committee: 
l\Ir. FITZGERALD, Mr. WILSON of New York, Mr. MAHER, Mr. 

RIORDAN, Mr. GoLDFOGLE, Mr. LEVY, Mr. CONRY, Mr. PATTEN 
of New York, Mr. GEORGE, l\Ir. GOULDEJ.~, Mr. TALCOTT of New 
York, Mr. GITTINS, Mr. KINKEAD of New Jei·sey, Mr. PAYNE, 
Mr. CALDER, Mr. FAIRCHILD, Mr. DANFORTH, Mr. PLATT, Mr. 
PARKER, and Mr. CHANDLER of New York. 

l\lr. GITTINS. Mr. Speaker, I now offer the further resolu­
tion which I send to the desk. 

The Clerk rend as follows: 
Resolt:ed, That as a further mark of respect the House do now 

adjourn. 
ADJOURNMENT. 

The resolution was agreed to ; accordingly (at 9 o'clock and 
42 minutes p. m.) the House adjourned until Monday, Sep­
temner 15, 1913, at 12 o'clock noon. 

EXECUTIVE cmrnUNICATIONS. 
Under clause 2 of Rule xxrv, executive communications were 

taken from the Speaker's table and referred as follows: 
l. A letter from the Acting Secretary of War, transmitting, 

with a letter from the Chief of Engineers, report on preliminary 
examination and survey for a lock in the proposed dam at the 
foot of Caddo Lake, La. and Tex., and a channel from said 
dam to the Red Rivei· by way of Big Pass, Little Pass, Soda 
J,ake, Twelvemile Bayou, and Cross Bayou (H. Doc. No. 236); 
to the Committee on Rivers and Harbors and ordered to be 
printed, with illustration. 

2. A letter from the Acting Secretary of War, transmitting, 
with a letter from the Chief of Engineers, reports on preliminary 
examination and survey of harbors and rivers at or near Chi­
cago, IlL, including Chicago Harbor, Chicago River, Calumet 
Harbor, Grand Calumet and Little Calumet Rivers, Ill. and 
Ind., Lake Calumet and necessary connection with Calumet 
River, and the lake shore from the mouth of Chicago River to 
the city of Gary, Ind., for the purpose of reporting a plan for a 
complete, systematic, and broad improvement of harbor facil­
ities for Chicago and adjacent territory (H. Doc. No. 237) ; to 
the Committee on RiYers and Harbors and ordered to be printed, 
with illustrations. 

PUBLIC BILLS, RESOLUTIONS, AND ME....'10RIALS. 
Under clause 3 of Rule XXII, bills, resolutions, and memorials 

were introduced and several1y referred as follows: 
By Mr. DEITRICK: A bill (H. R. 8131) for the acquisition 

of a site and the erection thereon of a public building at Wake­
field, Mass.; to the Committee on Public Buildings and Grounds. 

By Mr. PROUTY: A bill (H. R. 8132) for the acquisition of 
a site and the erection thereon of a post-office building at Pella, 
State of Iowa; to the Committee on Public Buildings and 
Grounds. 

By Mr. WILLIS: A bill (H. R. 8133) to regulate the installa­
tion and type of scales to be used by carriers engaged in- inter­
stil te commerce and to proncle rules governing the weighing of 
freight; to the Committee on Interstate and Foreign Commerce. 

By Mr. GOODWIN of Arkansas: A bill (H. R. 8142) to au­
thorize the construction, maintenance, and operation of a bridge 
across th-e Bayou Bartholomew at or near Wilmot, Ai;k.; to the 
Committee on Interstate and Foreign Commerce. 

By Mr. KENT: A bill (H. R. 8143) authorizing the Secretary 
of War to donate to the town of Santa Rosa, Cal., two cannon 
or fieldpieces; to the Committee on Military Affairs. 

By l\lr. KINDEL: Resolution (H. Res. 252) to investigate the 
alleged dissolution of the Union Pacific-Southern Pacific Rail­
road merger and other matters; to the Committee on Rules. 

PRIVATE BILLS AND RESOLUTIONS. 
Under clause 1 of Rule XXII, private bills and resolutions 

were introduced and severally referred as follows: 
By Mr. FOSTER: A bill (H. R. 8134) granting an increase 

of pension to William B. Thurman; to the Committee on Pen­
sions. 
. By 1\Ir. GRAHAJ\f of Pennsylvania: A bill (H. R. 8135) grant­
ing a pension to Delia White; to the Committee on Invalid Pen­
siOns. 

.Also, a bil1 (H. R. 8136) granting a pension to Carrie Crane; 
to the Committee on Pensions. 

By · Mr. HENSLEY: A bill (H. R. 8137) granting a pension 
to Jane Johnson; to the Committee on Invalid Pensions. 

By Mr. PALMER: A bill (H. R. 8138) granting a pension to 
George S. Frankenfield ; to the Committee o.n Pensions. 

By l\lr. TAGGART: A bill (H. R. 8139) granting an increase 
of pension to James M. Brown; to the Committee on Im·alid 
Pensions. · · 

Also, a bill (H. R. 8140) granting an increase of pension to 
Mary A. Holland; to the Committee on Im·alid Pensions. 

Aloo, a bill (H. R. 8141) granting an increase of pension to 
Clem B. I. Ambler; to the Committee on Invalid Pensions. 

PETITIONS, ETC. 
· Under clause 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referred as follows: / 
By :Mr. LEVY: Petition of the Tompkins-Kiel Marble Co., 

New York, N. Y., protesting against the proposed increase of 
rate on drawback of marble for export; to the Committee on 
Ways and Means. 

Also, petition of Sample & Co., L. Samuels & Co., Dryfoos, 
Blum & Co., the Cartwright Co., and" E. Eising & Co., of New 
York, N. Y., protesting against the passage of legislation provid­
ing for a payment of 25 cents for rectifiers and wholesale deal­
ers' stamps; to the Committee on Ways and Means. 

By Mr. Lll'lDQIDST: Petition of sundry business men of the 
eleventh congressional district of Michigan, favoring the pas­
sage of legislation compelling concerns selling goods direct to the 
cqnsumer by mail to contribute their portion of the funds for the 
development of the local community, county, and State; to the 
Committee on Interstate and Foreign Commerce. 

SENA.TE. 
MoND.AY, September 15, 1913. 

The Senate met at 12 o'clock ~ 
Prayer by t~e Chaplain, Rev. Forrest J. Prettyman, D. D. 

NAMING A PRESIDING OFFICER. 
The Secretary (James l\I. Baker) read the following letter: 

To tiie Senate: 
Being temporarily absent from the Senate, I appoint Hon. F. M. 

SIMMONS, a Senator from the State of North Carolina, to perform the 
duties of the Chair during my absence. 

JAMES P. CLARKE, 
President pro tempore. 

Mr. Sll\!l\IONS thereupon took the chair as Presiding Officer 
and directed the Journal of the proceedings of the preceding 
session to be read. 

The Journal of the p1·oceedings of Thursday last was read 
and approved. 

MESSAGE FROM THE HOUSE. 
A message from the House of Representatives, by J. C. South, 

its Chief Clerk, announced that the House had passed a joint 
rewlntion (H. J. Iles. 130) to provide for the relief and tran:;­
portation of destitute American citizens in Mexico, in w..hich it 
requested the concurrence of the Senate. 

ENROLLED BILLS SIGNED. 
The message also announced that the Speaker of the House 

had signed the following enrolled bills, and they were thereupon 
signed by the Acting President pro tempore: 

H. R. 4937. An act extending to the port of Dallas, Tex., the 
privileges of section 7 of the act approved June 10, 188-0, gov­
erning the immediate transportation of dutiable merchandise 
without appraisement; and 

H. R. 7595. An act providing for the free importation of 
articles intended for foreign buildings and exhibits at the 
Panama-Pacific International Exposition, and for the protection 
of foreign exhibitors. 

PETITIONS. 

Mr. THOR1'.~0N. On behalf of certain citizens of Colfax, La., 
I desire to present a petition of the National Woman's Chris­
tian Temperance Union, requesfing the passage of the Sims 
amendment to the bill (H. R. 27876) providing that it shall be 
a condition precedent to the payment of any and all appropria­
tions in this act that the Panama Exposition Co. shall contract 
with the Secretary of the Treasury to keep the gates of this 
exposition closed on Sundays during the entire period of the 
exposition. I move that the petition be referred to the Com­
mittee on Industrial Expositions. 

The motion was agreed to. 
l\Ir. JONES. I have here a telegram from the manager of 

the transportation bureau of the Seattle Chamber of Commerce 
protesting on behalf of the shippers of the country against the 
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