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SENATE.
WepNespay, December 10, 1913.

The Senate r:et at 10 o'clock a. m.
Prayer by the Chaplain, Rev. Forrest J. Prettyman, D, D.
THE JOURNAL.

The VICE PRESIDENT. The Secretary will read the Journal
of the proceedings of the preceding session.

Mr. SMOOT. Mr. President, I suggest the absence of a
quornm.

The VICE PRESIDENT. The Secretary will call the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Gronna Overman Smoot
Racon 1Tollis wen Sterling
Bradley Jackson Page Stone
Brady James Perkins Sutherland
Brandegee Johnson Reed Swanson
Bristow ones Robinson Thompson
Bryan Kenyon Shafroth Thornton
Burleizh Kern Sheppard Townsend
Burton I.a Follette Bherman Vardaman
Clapp Martin, Va. Shields Walsh
Colt Martine, N. J. Shively Warren
Crawford Nelson Simmons Weeks
Dillipgham Norris Smith, Ga. Williams
Gallinger O'Gorman Bmith, 8. C. Works
AMr, SHEPPARD. I wish to announce the unavoidable ab-

sence of my colleague [Mr. CureersoN] and to state that he is
paired with the Senator from Delaware [Mr. pu Poxt]. This
announcement may stand for the day.

Mr. SMOOT. I desire to announee that the senior Senator
from North Dakota [Mr. McCuaBer] is unavoidably detained
from the Senate.

«The VICE PRESIDENT. Fifty-six Senators have answered
to the roll call. There is a quorum present. The Secretary
will read the Journal of the proceedings of the preceding session,

The Journal of yesterday’s proceedings was read.

Mr. WILLTAMS. Mr. President, I notice from hearing the
minntes read that upon yesterday a resolution (8. Res.19) seems
to have passed the Senate to pay some clerk hire out of the con-
tingent fund of the Senate. The resolution never passed the
(;ommittee to Audit and Control the Contingent Expenses of the
Senate, and the Senate can not pass a resolution which is valid
in law to pay anything out of the contingent fund of the Senate
nntil it has met the approval of the Committee to Audit and
Control the Contingent Expenses of the Senate.

Mr. MARTIN of Virginia. Mr. President

Mpr. WILLIAMS. Wait a minute. In other words, the Senate
can not by a resolution repeal a law of the United States. There
is a law of the United States which provides that nothing shall
be paid out of the contingent fund of the House unless it has
been approved by the Committee on Accounts of that body, and
that nothing shall be paid out of the contingent fund of the
Senate unless it has been approved by the Committee to Audit
and Control the Contingent Expenses of the Senate. Now, I
yield to the Senator from Virginia.

Mr. MARTIN of Virginia. Mr, President, T simply want to
say that at the proper time, when we reach that order of busi-
ness, I expect to move a reconsideration of the vote by which
the resolution referred to by the Senator from Mississippi
[Mr. WizLiams] was passed, for the reason that in the last
appropriation bill these additional employees were provided for
by act of Congress, and that, in addition to the reason given by
the Senator from Mississippi, is amply sufficient to show the
necessity of reconsidering the vote which was had on yesterday,
and I contemplate making, and shall at the proper time make,
a motion to reconsider the vote on the resolution, which was
taken yesterday.

Mr. WILLIAMS. Mr. President, the resolution went to the
Committee to Audit and Control the Contingent Expenses of
the Senate and was reported adversely; so, of course, even if
it stands without reconsideration, it is not worth the paper on
which it is written, and can not be executed.

Mr. SMOOT. Mr. President, I do not desire to take any
time in discussing this matter, but this question has been be-
fore the Senate previously. The approval which the Senator
speaks of is the approval of the voucher which is made by the
chairman of any committee of this body. Of course I do not
want to consume the time of the Senate now, as I believe the
resolution will be reconsidered.

Before the Journal is approved, however, Mr, President, I
believe I ought to call attention to the fact that the Journal
and the Recorp ought to agree, and they do not agree. The
Journal shows, as read by the Secretary, that yesterday morning
when I called for a quorum the President announced that there

were 58 Senators present. The Recorp this morning shows that
there were 64 Senators present. Both can not be right.

‘While I am discussing the matter, I might as well call atten-
tion to changes that have been made in the Recorp for the last
two days, the practice of which I believe ought to be stopped.
On December 8 I called for a quorum.

Mr. WILLIAMS. I yielded to the Senator for——

Mr. SMOOT. Oh, no; the Senator yielded the floor.

Mr. WILLIAMS. I want to dispose of this point first,
though, and this matter of the call has nothing to do with what
the Senator is talking about.

Mr. SMOOT. The Senator did not yield to me.
floor in my own right.

Mr. WILLIAMS, The Senator took the floor by saying that
he did not want to discuss the guestion, and then he did proceed
to discuss it by giving an ex cathedra opinion to the effect that
what was meant by this Jaw, which is a very plain law, was
that the committees had power to audit, and nothing else. Now,
I submit to the Chair the proposition that it does not make so
much difference just now, but the law is that nothing shall be
paid out of the contingent fund of the House unless it has
received the approval of the Committee on Accounts of that
body, and that nething shall be paid out of the contingent fund
of the Senate unless it shall receive the approval of the Com-
mittee to Audit and Control the Contingent Expenses of this
body. It is, in other words, a self-denying ordinance to keep
the contingent funds from being burdened by all sorts of ac-
counts.

Mr. SMOOT I have the floor, and I wish to continue. On
the morning of December 8 I called for a quorum, and the Vice
President announced that there were 48 Senators present. 'The
next morning when I looked into the Recomrp I found that G1
Senators were recorded as being present. On that same day
Senator YWEeEkKs called for a gquorum, and the Vice President an-
nounced 51 Senators as being present. The Recorp the next
morning shows 59 Senators as being present. Senator Bristow
called for a quorum that day, and the Vice President announced
48 Senators as being present, while the Recorp shows 58 as
being present. Yesterday morning I called for a quorum, and
the Vice President announced that there were 51 Senators pres-
ent, while the Recorp this morning shows 64 Senators as being
present. It shows the Senator from Oklahoma [Mr. Owen]
as being present, although he did not enter this Chamber until
29 minuntes past 10 o'clock. The Journal shows there were S8
Senators present, while the Rrcorp shows 64 Senators as being
present. Senafor HrrcHCcOoCK asked for a quorum, and it was
announced that there were 57 Senators present. I do not know
how many the Recorp will show as being present, because the
call was made in a speech of the Senator from Minnesota [Mr.
Nersox], yet to be published. Senator GArvinger called for a
quorum, and the Vice President announced 59 present, while
the Recorp shows 62 Senators as being present. I called for a
quorum at 8 o'clock last night, and the Vice President an-
nounced there were 56 Senators present, while the REcorp shows
59 as being present.

Mr, President, I simply eall attention to this fact, because I
believe the REcorp should show the exact facts. I am perfectly
willing to say that I think it has happened in this way: Sen-
ators have come into the Chamber perhaps after the announce-
ment, and the Secretary has recorded their names as being
present as answering to the roll call, but I do not believe that
practice should be hereafter allowed.

Mr. BACON. Mr. President

The VICE PRESIDENT. May the Chair make a statement
before the Senator from Georgia proceeds?

Mr. BACON. Certainly.

The VICE PRESIDENT. Whatever is wrong about thiw mat-
ter is directly traceable to the conduct of the present occupant
of the chair. The Chair was inquired of by the Secretary as to
whether it was a proper thing, after the result of the roll call
had been announced and before any other business had taken
place, if a Senator entered the Chamber and requested the Sec-
retary to put him on the roll as being present, for the Secretary
to do so. The Chair asked what had been the custom of pre-
ceding presiding officers, and was informed by the Secretary that
the immediate predecessor of the present occupant of the chair
had said that until some other business was transacted, al-
though the announcement had been made by the Chair, it was
not in violation of the rules of the Senate to mark Senators
present who actually arrived in the Chamber before any other
business had talen place. The Chair then instructed the Secre-
tary to proceed in accordance with the ancient custom of the
Senate, and the Chair does not desire that the Secretary shall
be criticized for doing what was done by direction of the Chair.

I took the

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO,




1913.

CONGRESSIONAL RECORD—SENATE.

54|

If it is not the desire of the Senate that that practice shall con-
tinue, the Secretury from this time forward, after the an-
nouncement of the result of a roll call is made. will not record
the name of sny Senutor. The Sen for from Georgia.

Mr. BACON. Mr. President, I merely wish to stnte from
my own experience something in illustration of what the Chair
hns just said. This morning 1 was in the Chamber before the
Senate convened. I went into the cloakroom to put mp my
Bat and hang np my cont. While I was there, which seemed
not exceeding two minutes, the bell rang. As s nsual. the bell
rings after the roll eall hns begun, and my name, being second
on the list, was called before I entered the door. I was in the
room when the name of Mr. BRapLEY was ealled. 1 was here
for a few moments while the eall wns proceeding. intending to
ask the Chair to permit me to record my presence. when I was
ealled to the door upun an official matter by a messenger from
the Smithsonian Institution, of whiech I am one of the regents.
Standing at the door. thinking I would certainly be in time to
answer my name, I was detained longer than I anticipated:
and us 1 entered the Chunmber the Vice President anuonnced
the result of the eall. I then asked the Secretary to record
my name, and he did so. 18 there any impropriety In that?

Mr. SMOOT. No. Mr. President; I do not think go; but there
is got a similar cuse once in a thousand roll ealls.

Mr. BACON. That simply bappened this morning. and I
have no doubt thnt similar cnses are happening all the time.
As the Vice President has said——

Mr, BRISTOW. Mr. President

Mr. BACON. Pardon me a moment. unfil T finish the sen-
tence. As the Vice President has said, of course, after we have
passed from thke roll call and proceeded to other business, it
would be improper to then add a Senator’s name to the list, but
where a Senntor ig in the Chamber, althongh safter the annomnce-
ment has been made by the Chair. but before the Sennte hns
proceeded to other business, there iz certainly no impropriety in
the presence of that Senator being recorded.

Mr, SMOOT. Where a Senntor was in the Chamber af the
time the roll wna enlled or had been in the Chamber during the
roll eall, that would be a different thing enfirely; but I do
believe. Mr. President. that after the announcement of a roll
call has been made, and a Senator later enters the Chamber, he
ought not to be recorded as present doring that roll call.

Mr. BRISTOW. Mr. President, I should like to ask the Sen-
ator from Georgia what would be his judgment in regard to a
case like this: At the roll eall on the convening of the sessiou
yesterday morning the Senator from Oklahoma [Mr. Owex]
wis not present and did not appear until some time after half
past 10 o'clock. In the meantime a bill had been tiken up and
wns nnder disenssion. The Recorp shows that at the time the
roil was ealled the Senntor from Oklahoma was present nnd
answered to his name. when. as a matter of faect. he was not
in the Chamber for about half an hour aftrerwnrds. aud busi-
ness had been transacted before he appeared. Does the Sena-
tor from Georgia think the Recorp ought to show that he was
present when he wus not and did not appear for half an
honr?

AMr. SMOOT. And I desire to enll the Senator's attention
to the fact that the roll enll was commenced at 2 minutes past
10 o'clock yesterdany morning.

Mr. BACON. Mr. President, T have addressed my reply to
the statement of the Viee President. and I think under the
cirennmstances stated by the Chnir the secretaries are not to be
criticized. nor ia the practice to be depurted from.

Mr. BRISTOW. I desire to say that 1 am in entire accord
with the Senator from Georgia [Mr. Bacox], for I think he
should have heen recorde] »s present. because he was present. and
it is well known that he sens here, ns he hnd been in the Chamber.

Mr. OWEN. Mr. President. I did not nnderstand the par-
ticular roll eall to which the Senntor from Kansns referred.
A number of times when the roll eall has been proceeding 1 have
walled up fo the desk ani asked to be reeordel, and immediately
gone out. Probably it was such an occasion as that to which
the Senator has referred.

Mr, SMOOT. No. Mr. President; the roll eall to which the
Senator has reference was the first roll enll yesterday morning.
The Senator from Utnh ealled for a quornm yesterdny morning
at 2 minutes past 10 o'clock, and the Senafor from Oklahomm
did not enter this Chamber yesterday morning until 20 minutes
past 10.

Mr. GALLINGER. Regular order!

Mr. SUTHERLAND. Mr. President, the resolution to which
the Senator from Mississippi has ealled attention, providing
for additional clerks——

| The VICE PRESIDENT. If the Senator will pardon the
Chair for just one moment, the Chnir wants this motter first
settled, because the Chair has assumed the responsibility for
what has been done on information obtalned as to the conduct
of his predecessor in this office, and the Chair does not want
the secretaries criticized when the blame is with the Chair.
The Chair desires to know now whether they shall be instrocted
to record no Senutor as present after the result of the roll eall
is annonneced or whether the previous custom, which, as the
Chair believes. did exist. shall continue.

Mr. GALLINGER. Mr. President, during the short period
that it was my privilege to preside over the Senute [ feel quite
sure that there were a few exceptionn! cuses where a Senator
wus permitted to record his name when he came in the door
just as the roll call was completed, but it was not the custom to
allow Senators to go to the desk after the announcement had
been made and record their names. 1 do not know (hat any
great harm comes from it. and yet I think it is a bad practice.
While the nime of the Senator from Georgin ongbt fo be re-
corded this morning, of course—for we all knew that the Sen-
ator was present—I think it wonid be a wise thing for the see-
retaries to refuse to enter any nime that was not on the roll
when the announcement was made from the Chair.

The VICE PRESIDENT. Well. it must be settled one way or
the other, and the Chair will instruct the secretaries to record
no Sen:ator's name after the Chair has announced the presence
of a quorum unless such Senator obtains permission of the
Senate to have his name recorded as present.

AMr. SUTHERLAND, Mr. President. the resolution (8. Res.
19) providing for additional clerks. which was agreed to on yes-
terday, is probably entirely unnecessiiry. hecause of the provision
in the appropriution bill to which the Senator from Virginia [Mr,
MarTin | has ealled attention; but I do not want to let the con-
stroction which the Senator from Mississippl has placed npon
the law pass without challenge. The position of the Senutor
from Mississippl. as I understand. i that the Senate is power-
less to authorize a payment from the contingent fund uuless
the Committee to Andit and Conirel the Coutingent Expenses
of the Senute has first sanctioned it. Am I correct about thuat,
I will ask the Semitor?

Mr. WILLIAMS. Yes. »

Mr. SUTHERLAND. The lnnguage of the Inw is:

Hereafter no payment shall be made from the contingent fund of the
Senste unless sanctioned by the Committee to Audit and Control the
Contingent Expenses of the Senate—

And so on. It seems to me that that only means that thé pay-
ment itself shall not be made unless the committee shall sune-
tion it, but not that it may not be authorized by the Senute to
be made. In other words, the Committee to Audit and Control
the Contingent Expenses of the Senate in that respect simply
exercises the power of an ordinary auditor. When the Senute
has authorized an expenditure to be made and the time has
come when payment should be made under the suthorization of
the Senale, then it is the duty of the committee to see that it is
properly made under the law, bat
m-,\l:;. WILLIAMS. Will the Senator read the exact language of

e law?

Mr. SUTHERLAND. Tt is:

Hereafter no payment shalj be made from the contingent fund of
the Senate unless sanctioned by the Committee to Audit and Control
the Contingent Expenses of the Senate—

And so on.

It seems to me thnt it would be a remarkable situntion if
the Senate. which i5 the ~rea-or of the Committee to Andit and
Control the Contingent Expenses of the Senafe. was rbsolutely
powerless to do anything unless its creature had first author-
ized it to do ait.

Mr. WILLIAMS. Mr. President. if the Senator from Utah
will pardon me. there are some things beyond the pewer of the
Sennte, nnd one o. them is to amend, modify, or vary a Inw
which has been passed by hoth branches of the Legislatare and
approved hy the President.

Mr. SUTHERLAND. That is quite true.

Mr. WILLIAMS. This is one of those cnses. The Sennte
ean not do anything which would have that effect, The renson
underlying this law was that very frequently. Tn that spirit of
comity and courtesy and good fellowship that characterizes
both bodies, resolutions get through very easily to mak» pay-
1 ents oni of the contingzn! fund. Therefore the two Hanzes
joined together in passing a self-denying ordinance, a law which
should restrain their own power over their own contingent fimd,
and so they have said expressiy thnt no payment shall be made
out of the contingent fund of either body unless sanctioned by
the Committee on Accounts of the House and by the Committee
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to Audit and Control the Contingent Expenses of the Senate.
The entire reason of the law would be defeated if the construc-
tion were placed upon it which the Senator from Utah now
seeks to place upon it.

The object of my announcement this morning was to give
notice, so that Senators would understand the situation, that
so far as this resolution was concerned it carried no appro-
priation; that until the Committee to Aundit and Control the
Contingent Expenses of the Senate had approved of it, it was
just that much waste paper; and that there was no obligation
upon the Committe~ to Audit and Control the Contingent Ex-
penses of the Senate to approve of it at all; that it was a matter
in foro conscientim so far as they were concerned, I do not
see how language could be used that is plainer than just what
the Senator has read—that 1> payment shall be made out of the
contingent fund unless sanctioned by these two committees in
the respective Houses. :

Mr, SUTHERLAND, Mr. President, I quite understand the
position taken by the Senmator from Mississippi, and I have no
doubt that, if the law had provided that no payment should be
authorized, then tlre Senator’s construction would have been
correct, but I do not think ?

Mr. WILLIAMS. I have never said that.

Mr. SUTHERLAND. If the Senator will bear with me. I
do not think it was the intention of the law to preclude the
Senate from controlling its contingent fund or to prevent the

Senate from controlling the Committee to Aundit and Control

the Contingent Expensges of the Senate.

My, ROBINSON. A parliamentary inquiry, Mr. President.

The VICE PRESIDENT. Does the Senator from Mississippi
yield to the Senator from Arkansas?

Mr. WILLIAMS. If the Senator will pardon me, the inten-
tion of the law is expressed by the words of the law.

Mr. ROBINSON. Mr, Presdent, I desire to submit a parlia-
mentary inguiry. What is before the Senate?

Mr. WILLIAMS. Nothing, except

Mr. ROBINSON. I ask for the regular order, Mr. President.

The VICE PRESIDENT. The Journal of yesterday’s proceed-
ings will stand approved as read.

Mr. SUTHERLAND. Mr. President, just a moment. I un-
derstood that the Senator from Virginia [Mr. Martix] had
moved to reconsider the vote by which this resolution was
agreed to. Am I correct about that?

The VICE PRESIDENT. The Senator from Virginia said
he would do so at the proper time. It will undoubtedly come
up later.

Mr. SUTHERLAND. May I be indulged to say just a single
word? I have said what I have simply because I differ with the
Senator from Mississippl as to the construction of this Iaw, and
I do not think his statement onght to pass unchallenged.

Mr. WILLIAMS., I do not think we differ. The Senator

from Utah and I agree that the Senate can authorize the pay-
ment, but they can not enforce it, and they can not compel it.
It must be sanctioned by the committee before it becomes any-
thing exeept a brutum fulmen.
. Mr. LANE. Mr. President, I understand the ruling of the
Chair to be that hereafter any Senator who is not here during
the time of the roll call will not be marked upon the roll. Is
that correct?

The VICE PRESIDENT. That is correct; after the Chair
has announced the result, there being objection to the practice.

Mr. LANE. That being the fact, I wish to announce for the
benefit of my friend the Senator from Utah that I got in a bit
late, just after the roll call was finished, but that I am here,
[Laughter.]

Mr. GALLINGER. We are glad to welcome the Senator.

ADDITIONAL CLERKS TO SENATORS.

Mr. MARTIN of Virginia. I move that the vote by which
Senate resolution 19 was agreed to on yesterday may be recon-
sidered. It is the resclution which was referred to in the dis-
cussion a few moments ago, by which an additional clerk is to
be provided for certain Senators and paid out of the contingent
fund of the Senate. The resolution was inadvertently passed,
as provision wasg made in the last general deficiency appropria-
tion bill that these additional clerks shall be paid as other
clerks are paid, under a statute. I move, therefore, that the
vote be reconsidered. ]

Mr. WARREN. That was from December 1 until the 30th
of June next.

Mr. MARTIN of Virginia. That is true; and they will be
provided for in the regular way in the regular appropriation
bill; but at present the resolution which passed. yesterday is
not only unnecessary but is confusing and calenlated to give
trouble.

Mr. JONES. Mr. President, I desire to say that the state-
ment of the Senator from Virginia is entirely correct. There
will be no objection to the reconsideration.

The VICE PRESIDENT. The question is on the reconsider-
ation of the vote whereby the resolution was agreed to.

The motion to reconsider was agreed to,

Mr. GALLINGER. Now, Mr. President, let the resolution be
indefinitely postponed.

Mr. MARTIN of Virginia. I concur in that request, and move
that the resolution be indefinitely postponed.

The motion was agreed to.

RAILWAY LAND GRANT IN IOWA (8. poc. wo. 310).

The VICE PRESIDENT laid before the Senate a communica-
tion from the Secretary of War, transmitting, in further re-
sponse to a resolution of the Senate of August 19, 1913, reports
of the Chief of Engineers and Chief of the Quartermaster Corps
of the United States Army relative to the land grant under the
act of Congress approved May 12, 1864, which was ordered to be
printed, and, with the accompanying papers, ordered io lie on
the table.

TRAVEL OF EMPLOYEES OF INTERIOR DEPARTMENT (H. DOC. NO. 464).

The VICE PRESIDENT laid before the Senate a communica-
tion from the Secretary of the Interior, transmitting, pursuant
to law, a statement showing in detail what officers or employées
(other than special agents, inspectors, or employees who in the
discharge of their regular duties are required to constantly
travel) of the Department of the Interior who have fraveled on
official business from Washington to points outside of the Dis-
trict of Columbia during the fiscal year ended June 30, 1913,
which, with the accompanying paper, was referred to the Com-
mittee on Appropriations and ordered to be printed.

ANNUAL REPORT OF THE ATTORNEY GENERAL (H. DOC. NO, 460).

The VICE PRESIDENT laid before the Senate the annual
report of the Attorney General of the United States for the
fiseal year ended June 30, 1913, which was ordered to lie on the
table and be printed.

UNITED STATES COMMERCE COTURT (H. DOC, No. 451).

The VICE PRESIDENT laid before the Senate a communica-
tion from the Attorney General, transmitting, pursnant to Inw,
a statement of the expenditures of the appropriation for the
United States Commerce Court for the fiscal year ended June 20,
1913, which, with the accompanying paper, was referred to the
Commitiee on Appropriations and ordered to be printed.

COURT OF CUSTOMS APPEALS (H, DOC. NO. 454).

The VICE PRESIDENT laid before the Senate a communica-
tion from the Attorney General, transmitting, pursuant to law,
a statement of the expenditures o® the appropriation for the
United States Court of Customs Appeals for the fiscal year
ended June 30, 1913, which, with the accompanying paper. was
referred to the Committee on Appropriations and ordered to be
printed.

FINDINGS OF THE COURT OF CLAIMS.

The VICE PRESIDENT laid before the Senate the following
communications from the assistant clerk of the Court of Claims,
transmitting certified copies of the findings of fact and conclu-
sions filed by the court in the following causes;

The cause of Mary Sommers, widow of Rudolph 8. Sommers,
deceased, v. United States (8. Doc¢. No. 308) ; and

The cause of Mary D. Gearon, granddaughter and sole heir of
Patrick Dee, deceased, v. United States (8. Doe, No. 300).

The foregoing findings were, with the accompanying papers,
referred to the Committee on Claims and ordered to be printed.
PETITIONS AND MEMORIALS.

Alr. KENYON presented a petition of sundry citizens of Ran-
dalia and Fayetie, in the State of Iowa, praying for the enact-
ment of legislation to further restrict immigration, which was
referred to the Committee on Immigration.

He also presented a memorlal of sundry citizens of Dubuque
County, Iowa, remonstrating against the adoption of an amend-
ment to the Constitution granting the right of suffrage to
women, which was ordered to lie on the table.

Mr. O'GORMAN presented petitions of sundry citizens of

Brooklyn and Albany, in the State of New York, praying for:

the enactment of legislation granting relief tv persons who
served in the United States Military Telegraph Corps during
the Civil War, which were referred to the Committee on Pen-
slons.

Mr. SMITH of Michigan presented resolutions adopted by the
Michigan Equal Suffrage Association, of Jackson, Mich., favor-

ing the adoption of an amendment to the Constitution granting:

the right of suffrage to women, which were ordered to lie on
the table.
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PAY OF EMPLOYEES.

Mr. MARTIN of Virginia. From the Committee on Appro-
priations I report back favorably without amendment House
joint resolution 164, authorizing the Secretary of the Senate
and the Clerk of the House to pay the officers and employees
of the Senate and House, including the Capitol police, their
respective salaries for the month of December, 1913, on the
20th day of said month. I ask unanimous consent for the
present consideration of the resolution. It simply provides
for the paymenti of the salaries of the employees of the two
Houses on the 20th of this month.

The VICE PRESIDENT. Is there objection to the present
consideration of the resolution?

Mr, GALLINGER. Mr. President,
should be read in full.

The Secretary read the joint resolution, and there being no
objection, the Senate, ag in Committee of the Whole, proceeded
to its consideration.

The joint resolution was reported to the Senate without
amendment, ordered to the third reading, read the third time,
nnd passed.

I think the resolution

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. SMITH of Georgia:

A bill (8. 3609) to amend section 237 of the Judicial Code
80 as to provide for a review by the Supreme Court of the
United States of all final decisions rendered by the highest
court of a State in suits of the character and kind named in
said section, and for other purposes; to the Commitiee on the
Judiciary.

By Mr, BRISTOW :

A bill (8. 3610) for the relief of C. E, Moore to the Com-
mittee on Post Offices and Post Roads.

A bill (8. 3611) granting a pension to Anna J. Shepherd; and

A bill (8. 3612) granting an increase of pension to William B.
Warren (with accompanying papers); to the Committee on
Pensions.

By Mr. LA FOLLETTE:

A bill (8. 3613) granting an increase of pension to Hattie A,
Harris; to the Committee on Pensions,

By Mr. BURLEIGH:

A bill (8. 3614) granting a pension to Emil Ginther; to the
Committee on Pensions.

By Mr. OWEN:

A bill (8. 3615) for the relief of the estate of Allen J. Mann,
deceased; and

A bill (8. 3616) for the relief of the heirs of G. W. Click, de-
ceased ; to the Committee on Claims,

A bill (8. 8617) granting an increase of pension to W. H.
Riner; to the Committes on Pensions,

By Mr. CHAMBERLAIN :

A bill (8. 3618) granting an increase of pension to Oregon
Washburn (with accompanying papers); to the Committee on
Pensions.

By Mr. TILLMAN:

A bill (8. 3619) for the relief of heirs of John D. and Eliza-
beth Witherspoon, deceasged; to the Committee on Claims.

By Mr. TOWNSEND :

A bill (8. 3620) to remove the charge of desertion from the
record of Isaac Terwilliger; to the Committee on Military
Affairs.

A Dbill (8. 3621) granting an increase of pension to Hattie 8.
Russell (with aceompanying papers) ; to the Committee on Pen-
sions.

By Mr. BRANDEGEE:

A bill (8. 8622) for the relief of the heirs of Adam and Noah
Brown; to the Commlittee on Claims,

By Mr. JONES:

A bill (8, 3623) providing for certain regnlations to the busi-
ness of commission merchants engaged in interstate commerce;
to the Committee on Interstate Commerce.

By Mr. O'GORMAN:

A bill (8. 3624) granting a pension to Nana E. Sears; to the
Committee on Pensions.

AMENDMENT TO INDIAN APPROPRIATION RILL.

Mr. OWEN submitted an amendment authorizing the Secre-
tary of the Interior to withdraw from the Treasury of the
TUnited States the sum of $10,000 on deposit to the eredit of the
Creek Indians and pay the same fo the trustees of the Henry
Kendall College, intended to be proposed by him to the Indian
appropriation bill; which was referred to the Committee on
Indian Affairs and. ordered to be printed.
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BANKING AND CURRENCY.

Mr. CRAWFORD submitted two amendments, intended to be
proposed by him to the bill (H. R. 7837) to provide for the
establishment of Federal reserve banks, to furnish an elastic
currency, to afford means of rediscounting commercial paper, to
establish a more effective supervision of banking in the United
States, and for other purposes; which was ordered to lie on
the table aud be printed.

PERSONAL EXPLANATION.

Mr. OWEN. Mr. President, I rise to a question of personal
privilege.

On page 549 of the CoxcrEssioNAL Recorp of December 9,
1913, the Senator from New Hampshire [Mr. GALLINGER] sug-
gested that the Senator from Oklahoma had interpolated in the
Recorp the words “roll call.” I was not able to recall what
the Recorp showed, and therefore requested that it be sent for.
I now have it in my hand—~folios 200, 201, and 202.

Mr. GALLINGER. I will ask the Senator if that relates to
his first statement?

Mr. OWEN. I decline to be interrupted by the Senator from
New Hampshire.

The PRESIDING OFFICER (Mr. WarsH in the chair). The
Senator from Oklahoma declines to yield. The Senator from
Oklahoma will proceed.

Mr. OWEN. On page 540 the Senator from Oklahoma called
attention to the REecorp, on page 149, where he had called the
attention of the Senate to the various quorums called for and
to the number of Senators who answered *“ present’ on the
roll eall. At that time the Senator from Oklahoma mentioned
the matter of a roll eall in connection with these quorums eight
different times, the last time in reference to the Senator from
New Hampshire [Mr. GArnincer], who made the point of no
quornm at 8 o'clock p. m., and 56 Senators were present on the
roll call, That was the eighth time the roll call was men-
tioned.

When reference was made to that Iast night the Senator from
New Hampshire suggested that the term had been interpolated,
and cross-questioned the Senator from Oklahoma. The Senator
from Oklahoma did not remember what the original record
was, but remembered what he intended to say. He now finds
from the original record that he used the term “ roll call ” eight
times, and it was the eighth time that he referred to the Sena-
tor from New Hampshire.

The Senator from Oklahoma finds from the Recorp, folios
200, 201, and 202, that he did not interpolate the words * roll
eall,” as suggested by the Senator from New Hampshire, but
that the Senator from New Hampshire did interpolate ecertain
words in referring to the statement made by the Senator from
Oklahoma, so as to read as follows:

Mr. GALLiNGER. The Senator has put into the Recorp that when I
made the point of no quorum there were 05 Senators present. They
may have been in the cloakroom or on the street or somewhere else,
but they were not at that time present in the Benate C r—

The Senator from New Hampshire interpolated the words—
as the SBenator would have the country believe—

intending to impute to the Senator from Oklahoma a desire to
misrepresent the Senator from New Hampshire before the
country. He suggested that the Senator from Oklahoma had
interpolated words not used, which was not a true suggestion,
but he did not suggest that he himself had interpolated words
which were not true, as the fact now appears from the IReEcorp.

The only possible foundation for the complaint of the Senator
from New Hampshire is that on the first oceasion, when the
Senator from Oklahoma referred to the number of Senators
present at these calls, the Recorp shows that he did not, on
page 53, column 1, insert the words “ roll eall,” but immediately
nrterwards explamed to the Senator from New Hampshire in
the following words:

I sald the call of the roll disclosed the presence of 56 Senators.

So the imputation of the Senator that he was being mis-
represented is not true, much less that the Senator from Okla-
homa desired to misrepresent him. The Recorp shows it is not
true; and yet the Senator has persisted in misrepresenting the
Senator from Oklahoma, under the color of the claim that the
Senator from Oklahoma had misrepresented him.

Mr. GALLINGER. Mr. President, at best this is a tempest in
a teapot; and I hardly think the Senator from Oklahoma, who
is so anxious to have the currency bill ecnsidered, ought to con-
tinue this controversy.

What does the ReEcorp show? The first time the Senator from
Oklahoma lectured the Senate and told us what our duty was,
and that we ought not to have roll ealls, although the rules of
the Senate give us that liberty, and the roll has been called kev-
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eral times at the request of Senators cn the other side during
the past few days. ‘This is whnt the Senntor snid:

Mr. President st 1.55 p. m, to-day the Senator from Utah [Mr.
EUTHR;:LMLD] mado the pa&t of no guorum. There were 61 Senators
preseni

Afr. LTPPITT. T should like to ask who made that statement?

Mr. GALLINGER. The Senator from Oklahoma,

At 245 p. m. the Senator from Utah [Mr. SUTHERLAND] again made
the point of no quorum. There were 65 Senators present. At 4 o'clock
p. m. the Senator from Utah |Mr. Smoor] made the point of no quorum.
There were o6 Senaiors present. The Senator from Utah [Mr, SuooTt]
again made the point of no quorum at 12 minutes past 5. There were
58 Scnators present.

Mr, President, this entiré controversy hinges upon that state-
ment made by the Senator from Okiahoma, thnt those Senuators
were present. It is true that subseguently he said that he
meant te say thnt it was on a roll eall, after he had been called
to account for what I considered to be a statement calculated to
make a false impression.

The matter is not of great consequence at best, however. The
Senater from Oklahoma says 1 kave made statements that were
not frue. Io that respect he has evened it up, because I made
the same ebservation concerning himself; so we will just let ii
2o as it is

Mr. OWEN. Mr. President, it Is a serious matter when one
Senator Imputes to another a wrongful purpose and when ona
Senator tries to misrepresent another Senator. It is a serions
matter. It interferes with the parBamentary proprieties of this
body. 1t is a breach of the etiquette of this bedy. It is con-
trary to the rules of this body.

After having all this explanation and having had it perfectly
wall understood. the Senator interpoluted in the Recorp words
he did not use. to the effect that the Senator frem Oklrhoma
would have the country believe that these gentlemen were all
in their seats at the instant the point of no guerum was made,

I agree thit it is a tempest in a teapot in a certain sense. but
I do not think the Senator ought to try to put a Member of this
body in a false position. much less that he shounld do so under
the color of imputing thnat very fault to another.

Mr. GALLINGER. Mr. President, I say again that I think
we had better proceed with the currency bill rather than with
this personal controversy. The Senator from Oklahoma has
not been ovareareful in what he has said in debate, I simply
repeat that I called attention to an inncecuraey. and it was an
Inaccurncy. As to my suggeshen that the Senator éesired the
country to understand that. the Senator has teld us three or
four times that he is talkinz fo the country and not fo the
Senate. I kave not been talking to the country. As I sn'd I-st
evening, I do not think the country cares a rap about this mat-
ter, and I think we bad better let it go.

Mr. OWEN. I agree with the Senator.

The PRESIDING OFFICER. Morning business being closed,
the ealendar under Rule VIII is in order.

PRESIDENTIAL APPROVAL,

A message from the President of the Unifed States. by Mr.
Latta, execufive clerk, announced that the President hnd on the
G6ih instant approved and signed the act (8. 2318) sutherizing
the sappointment of envays extraordinnry and ministers pleni-
potentinry to each Paraguay and Uruguay.

BANKING AND CURRENCY.

Mr. OWEN. I move that the S8enate proceed to the consid-
eration of House bill 7937,

The PRESIDING OFFICER. The Senator from Oklahoma
moves that the Senate proceed to the cons'derntion of House
bill 7837. Is there nbjection? The Chair hears none.

There being no objection, the Senate, as in Committee of the
Whole, resumed the consideration of the bill (H. IR. 7837) to
provide for the estnblishment of Federal reserve banks. to fur-
nish an elnstie currency. to afford menns of redisconnting com-
mercial paper. to estrbligh a more effective supervision of bank-
ing in the United States, and for other purposes.

Mr. NELSON. Air. President, on account of the importance
of the subiect matter under consideration and many of the in-
trieate questions involved. I felt it incnmbent upon me to pre-
pare a writfen speech. If T had not been interrupted I prob-
ably would have fihished the speech on the first dny. for I was
four hours on my feet; but as you kpow, Mr. President, both on
Monday and yesterday I wns subjected to a grent deal of inter-
ruption. It is very embarrnssing not to submit to such inter-
ruptions, If a man has a written speech and declines to submit

to interruptions some eritical peeple may infer that he is pot
familiar with the subject. and therefore declines to answer
questions. Sometimes a man may be considered impolite when
he declines to yield for interruptions. In view of these and

other considerations I felt that I eonld not deny to my col-
leagnes the right to interrnpt me and to catechise me.

There is another consideration that I want to eall attention
to that has aetusted me in tnking up so much time of the Sen-
ate in going ever this bill in detail. It is this: I have heard
the remark on severnl ceensions from Senntors thnt there is no
real difference between the Owen bill and the Hitehcoek bills
that they are both abont the same. To my mind a statement
of that kind conveys the impression that any gentleman who
makes such a statement is not familinr with either bill; that he
tnkes his information at second band; that he really does not
know the distinction between the Glass bill and the Owen bill
and the Owen bill and the Hitcheock bill: that he is for any-
thing that the spirit of Democracy and the Democratic caucus
may preseribe.

I wish to say, hefore proceeding further. that T shall invite
the atfention of the Senste this morning to some other provi-
sions of the bill. T have aimed in this discussion fo tuke up the
severnl bills and disenss paragraph by paragrapb the important
sections. I have omirted some of the minor ones, or those as to
which there is not much difference hetween the three bills, but
I have aimed to present to the Senate, as clearly as I could, the
difference between the three bills nud 1o point ont what 1 eon-
ceive to he the superior merits of the Hitcheock bill,

Yesterdny I was on the snbject of the issue ‘of the proposed
new currency. the Federal reserve notes. Under the Hiteheock
bill these notes may be issued on two plans. First. they may
be issned dollar for dollar n gold or gold certificates: in other
words. the reserve notes may take the place of our present gold
certificates.

The otber condition is that they may be issned upon short-
time commercinl paper of the nature preseribed in the bill,
accompanied by a gold reserve of 45 per cent: in other words,
the reserve bnnk on presenting commerecinl paper of this char-
acter equal to the par volne of the reserve notes asked for. nnd
having in conneciion with it a sapply of 45 per cent in gold,
iz entitled to these new reserve notes. But th's gold reserve
of 45 per cent may in emergencies be reduced from 45 per cent
to 30 per cent. In ease of such reduction the reduction is sub-
ject to a special tax regulated in proportion to the deficiency of
the reserve. Such a tax is to be nt the rate of 1 per cent per
annum upon every 23 per cent or fraction thereof of reduction
below the mnximom reserve. but in no event can the gold reserve
go below 30 per cent. The object of requiring thit of these
banks where the reserve fulls below 45 per cent is to act as
a deterrent on the nndue inflation of the currency. I regard
the requisite of n gold reserve as imporfant for two reasons.
It not ouly furpishes n fund for redeeming the currency in
gold. but there is another important renson. Where a1 bank is
required fo keep n large gold reserve it acts as a brake npon
the undue inflntion of enrrency. Our old State-bank system,
where the hanks were reqired to keep little or no gold reserve,
led to endless inflation. to n supersbundance of paper enr-
rency, practically irredeemable: commerce and trade suffered
from it in general, and many people were bankrupted and lost
their little all.

In the porticmnlars to which T have referred. Mr. President,
the Glass bill differe from both the Hiteheock bill and the Ow'en
bill in allowing the reserve nofes to be redeemed in gold or
in lawful woney instend of In gold alone. As the orizinal Glass
bill enme bafore this body it allowed this new currency to be
redeemed not only in gold but in lawful money. and the term
“*lawfnl money " technieally meant not only whnt nre denomi-
noated * greenhacks " but silver dollars. T am glad to say that
we suceeeded fn convineing our friends on the other side in the
committee that our position in this respect was correct, and
that they ultimntely concurred with us in the view that we
oneht to eliminate the ferm " lawful money " and make these
notes absolnfely redeemable in gold coin or gold certificates,
which rre proctienlly the same ag gold coin.

Mr. BORAH. Mr. President

The VICE PRESIDENT. Does the Senator from Minnesota
yield fo the Senator from Idaho?

Mr. NELSON. Yes,

Mr. RORAH Do I understand that the redemption is now
confined to gold?

Mr. NELSON. The redemption of these new notes, these
resarve notes, is confined to gold or gold certificates. It does
not refer to national-bank motes.

Mr. BORAH. Certainly not; but T was under the Impression
that the last report upon the bill provided not for redemption
in gold at the Trensury but for redemption in gold or lawful
money at the reserve banlk.
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Mr. NELSON. T think that has been corrected in the last or
eaucus print; that is, if a man insists on the gold he must go
up to Uncle Sam's counter and demand a redemption of his
notes. If he is content to take lawful money, he can present
them to the bank.

AMr. BORAII, Of course, ultimately, I suppose, it amounts to
gold redemption.

Mr. NELSON. In the final analysis it will, but it weakens
the character of the notes. In order to make these notes first-
class commerecial paper, they cught absolutely to be redeemable
in gold or its equivalent under all conditions and at all times
and places.

The Glass bill required, as I said, 833 per cent of lawful
money of reserve notes, and the Owen bill requires a reserve of
831 per cent in gold if presented at the Treasury, or gold or
Jawful money if presented at the reserve bank.

The Owen bill, as it originally came here when reported by
the chairman’s section of the committee, provided that these
bills should be receivable for all Government dues except cus-
toms. That was made an exception. I am glad to say, however,
that the eaucus corrected that and eliminated the exception.

Both the Glass and the Owen bills differ from the Hitchcock
bill in leaving it entirely discretionary with the Federal reseryve
board to issue eurrency to a reserve bank. The Hitchcock bill
provides that the reserve bank is entitled to reserve mnotes on
complying with the conditions of the law as to gold reserves
and as to collateral security; in other words, if a reserve bank
has a gold reserve of 45 per cent and tenders eligible commercial
paper equal to the par value of the notes required, it is abso-
lutely, upon such notes and such collateral security, entitled to
circulation. Under the Owen bill it is discretionary with the
reserve board whether it will allow such currency to issue to a
reserve bank. Under the Hiteheock bill, the reserve bank, if it
has eligible commereial paper equal to the par value of the cur-
rency at par and has the 45 per cent gold reserve, is entitled
to that currency. ;

As I said a moment ago, the requirement of this new reserve
gerves a double purpose. Not only does it fortify the notes and
make them absolutely safe, but, in the next place, it is a deter-
rent and a brake upon undue inflation; it prevents an excess of
such paper cirenlation. We find that principle adopted in
France, in Germany, and in Great Britain. The Bank of Eng-
land can issue notes representing the permanent Government
debt, sixteen or eighteen million pounds. I forget the exact
amount, but it is something like that,

Mr. SHAFROTIH. Eighteen million pounds is right.

Mr. NELSON. Eighteen million pounds. All issues of notes
beyond that by the Bank of England are pound for pound in

1d.
chnder the Owen bill, even allowing the bank, as we propose
to do, to issue notes, gold for gold, dollar for dollar, it would
be discretionary with the reserve board.

Mr. NORRIS. Mr. President

The VICE PRESIDENT. Does the Senator from Minnesota
yield to the Senator from Nebraska?

Mr. NELSON. I do.

Mr. NORRIS. I should like to inquire of the Senator what
parvticular object ean be accomplished by issuing these notes
with the gold reserve of 100 per cent. Would it not be just the
gnme in reality as‘a gold certificate?

Mr. NELSON. In effect it would be, but the gold would be
in the banks, and it would be the property of the banks in-
stead of Dbeing in the Treasury. It is the property of the
holders of gold certificates seattered all over creation. Some
of the holders of gold certificates may be in Europe. The gold
in the Treasury is their gold, whereas if the gold certificate is
presented to the bank and the bank wishes currency for it, the
bank must go to the Treasury, draw the gold, and keep it in
its own wvonults as a reserve, 5

AMr. NORRIIS. From what the Senator has said in regard to
the owner of the gold certificates, if it be the rule that a man
conld take a hundred cents on the dollar, would he not in reality
be the owner of it?

Mr. NELSON. No; he would not be the owner of it in the
sense that he would be of a gold certificate. He would have
those same notes, and their character as legal obligations and
promises to pay would be identical with the other notes.

Mr. NORRIS. In one case he would have gold certificates to
go and get the gold with.

Mr. NELSON. To go and draw the gold.

Mr. NORRIIS. Yes: and in the other case he would have the
Federal reserve notes to back up by gold, which he could also
get by presenting Federal reserve notes.

Mr. NELSON. And that he can do in the other case as to
notes based on commercial paper. They are exactly on a par
in that respect.

Mr. NORRIS. But the explanation I want to get from the
Senator is what good would come from it?

Mr. NELSON. The good of it is that the bank secures that
store of gold reserve; it has an opportunity to get it in the
vaults of the bank and issue its notes against it, while in the
other case, as long as the gold reserve is outstanding, you do
not know where those certificates may be and the Treasury is
only a custodian and keeper of the gold.

But imagine, and I want to be very frank with Senators,
that this is not so much a practical question as the other
feature of the note-issuing provision. I imagine that most of
the notes will be issued upon commerecial paper with the 45 per
cent gold reserve or, as it is in the other bill, 43} per cent gold
reserve—whichever provision is finally adopted—and the banks
are not likely to issue this dollar-for<dollar currency to any
greatl extent, except for the purpose of replenishing their gold
supply.

There is another small matter to which I will call the atten-
tion of the Senate, The Owen bill provides for the issue of
reserve notes in denominations of $1, §2, $5, $10, $20, $50, and
$100. Inthe Hitcheock bill we have eliminated the ones and twos,
We do not believe that these reserve notes ought to be smaller
than $5. There are several reasons for our belief. These notes
circulate from hand to hand, and we have a large amount of
gilver eurrency circulating in the shape of silver certificates.
I think our silver dollars and our silver certificates can well
occupy the field of the $1 and $2 notes and that the reserve
notes should not be of a smaller denomination than $5.

I am glad to see the Senator from Mississippi [Mr, WiLLTAMS]
in front of me listening to what I am saying, for I look at the
situation just as it is. He and his coadjutors will finally fix
up the bill as it will become a law, and I hope I may be able
to convert him to that extent, so that he will impress the ideas
that I am trying to impress upon him upon his Democratic
associates, -

In reference to the so-called clearing-house or exchange pro-
visions in the bills, the Owen bill and the Hitcheock bill are
identical. The original Glass bill was very defective in that
respect, though in one sense it might be good for the country,
at large. It would be a great blessing to provide a place for
the clearing of checks and drafts without expense to the publie
at large, but it would be a terrible blow to the country banks.
Practically, as it appeared from the evidence presented to our
committee, it would deprive the smaller country banks of a
large proportion of their net income and net resources by wip-
ing out the exchange business and preventing them from making
any charge for selling drafts or making collections. From the
evidence before the committee it appeared that some of these
banks, most of them, I think, have been reasonable and fair,
but some of them have been guilty of making unreasonable and
undue charges. That matter we have cured both in the Owen
bill and in the Hitcheock bill. We permit these banks to make
reasorable collection and exchange charges, but we allow the
reserve board to regulate it so that there can not be any undue
or excessive charges. I think it is a very wholesome provision.
By means of it we do not deprive the small local panks of a
rensonable amount of revenue, and at the same time we have a
tribunal that has the opportunity to check or restrain any
undue exactions of the banks,

Section 18 of the oill simply repeals the provision of the law
requiring a national bank to deposit Government bonds before
it ean do business. Under the existing law national banks,
regardless of whether or not they take out circulation, are
obliged to deposit £30,000 and not less than one-third of their
capital with the Treasury Department in United States bonds.
I have no doubt the provigsion was originally inserted in the
law for the purpose of securing a market for Government bonds
at that time, in 1864, but the provision is practically obsolete
and should be repealed. These bonds are not ke basis of circu-
lation, as are the bonds a bank must deposit as a prerequisite
to secure a charter as a national bank.

I now come to a yuestion which I regard as one of the niost
important in the bill, made so because of the cnanges in the
Owen bill by the Democratic conference., I refer to the pro-
vision for the refunding of the 2 per cent bonds.

The Hitcheock bill, section 18, provides that the reserve
banks shall each year purchase 2 per cent bonds of the United
States at par and accrued interest equal in amount to not more
than 50 per cent of their capital. The reserve banks purchas-
ing such bonds may deposit them with the reserve agent—that
is, the reserve agent who is an officer of the directors of the
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regionnl banks—ns security for the circulauicn of Federal
resérve notes, or they may exchange the bonds at the Treasury
Depertment for one-year Treasury gold notes hearing 8 per cent
interest. In case such exchange is effected the bunks are
required, at the option of the Government, to renew the one-
venr gold notes, year by year, for a period of 20 years; that is,
instead of cominercial paper. those one-year gold nutes may be
presented as a basis of circulation. or a bunk requiring eireula-
tion may present partly commercial paper and partly sach one-
year gold notes to secure circulation. Those one-year gold
notes may also be used as security for reserve-note circulation,
and are alsp availnble ns an investment of the bank fo~ the em-
ployment of its idle funds, and to aid them In protecting the
gold supply.

1t is conceded that those one-year 3 per cent gold bonds can
be reandily sold and gold procured on them, and that in that
way they will be a means of mnintaining and keeping up the
gold reserve. In addition to that. they will be valuable to the
reserve banks in case they have idle funds. In case they have
funds that are not called for by the member banks they ean
invest them in these 3 per cent bonds and derive the interest
that inures from them as an addition to their income and re-
sources. National banks that sell their 2 per ¢ent bonds in the
manner indicated must retire that portion of their note ecireun-
lation for which the bonds were given as security, These one-
year 3 per cent gold notes are to be immune from all kinds of
taxes. The Glass bill provides for the exchange of the 2 per
cent bonds for 20-year 3 per cent bonds ut the rate of 5 per cent
a year and the retirement of natlionnl-bank-note circulation in
the same proportion. In other words. the Gloss bill provides
that 5 per ecent a year of these 2 per cent bonds now outstand-
ing may be converted into 20-year 3 per cent bonds. Under the
Owen bill they can be converted into one-year 3 per cent gold
notes. which the banks are required to renew from year to year
if necessary. One advantage of the one-year notes is that the
Government at nny time it has a surplus revenue can redeem
those notes while In the cther case. if we issned a new 20-
year bond. the Government could not redeem those bonds in any
other way than by going into the open market and buying them,

Mr. WEEKS. Mr. President——

The VICE PRESIDENT. Does the Senator from Minnesota
yield to the Senator from Massachusetts?

Mr, NELSON. 1 yield.

Mr. WEEKS. May I sngegest to the Senafor another nd-
vantage which the proposition before the Sennte has over the
Glass bill? In the Glass bill the earnings of the reserve bianks
were to be divided between the Government nnd the banks afrer
paying a stipu'ated rate of interest: as I recall it, 40 per cent
of the excess to be added to the rate of interest to be paid rhe
banks and 60 per cenr of the earnings going to the Government,
Refunding these bonds. as is proposed in the Glass bill, imposes
an additional rate of interest of 1 per cent, so that there would
have been in the end $750.000.000 of 2 per cent bonds. as there
are now, refunded into 3 per cent bonds, costing seven and a
half million dollars more in interest. withont any recompense
in any way. of which seven and a half million dollars the Goy-
ernment would receive 60 per cent of the profits and the bolders
of the stock of the bank the other 40 per cent. As a net resu't
it would cost the Government $£3.000.000 a year more than it
does now to carry the same amount of debt. and the indebted-
ness would not be in such shape that it could be used for any
purpose, like maintaining our gold supply. Is not that a correct
statement?

Mr. NELSON. It certainly is exactly correct, and I am very
glad that the Senator has made it

AMr, WEEKS. If we have not done anything else in the delay
which has taken place in the hearings and disenssion of the
bill, we have certainly saved the Government $3.000.000 a year
and have furnished the bapks with a security which will enable
them to maintain the gold supply.

Mr. NELSON. I now come. Mr. President, to compare the
Owen bill with the Hitcheock bill in this respect. and to point
out and demonstrate that the Owen bill by its provisions per-
petuntes and continues the present inelastic national-bunk-note
currency.

One of the chief objections songht to be attained by this legis-
lation was to escape from the effects. offen in the past proven
to be disastrous, of an inelastic currency based upon bond eireu-
lation. There are two provigions in the Owen bill which, beyond
any doubt, will lend to a continuation of the present bond
secured currency. So that instend of escaping from that, elimj
nuting it. and relying on the new enrreney which we are provid-
ing for in this bill. we are left nt the mercy of the old currency.

The provisions that bear on this subject and make it clear are,
first, paragraph 8 on page 14 of the last print of the Owen bili,

the bill, as I understand. which has been passed npon by the
Democratic conference. It is one of the provisions that relate
;t[)l]}ha power of the reserve bauks. I will gquote the provision 1n

Eighth. Upon deposit with the Treasurer of the Unlied Stat f
bonds of the United States in the nlumner DI‘OVﬁ;‘t‘d %ytexlst?u;slgwng
lating to national banis, 1o re-elve from the Comptroller of the Cur-
rency circulating notes in blank, registered and countersigned as pro-
vided by law, equal in amount to the par velue of the F::nds so de-
posited. such potes to be [ssucd under the same conditions and provi-
sfons of law which relate to the fssue of cirenlating noies of national
banks secured vy bonds of the United States bearing the ecirculating
privilege.

Can any Senator maintain that that provides for any other
than the same kind of notes that we unow have under our
nationnl-bank system? The paragraph which I have just read
gives the reserve banks the power to issue the same kind of
currency based upon Government bonds as our national bunks
can issue at this time.

In this connection. T propose to eall the attention of the Sen-
ate to the refunding provision of the Owen bill, and to show how
that bill forther fortifies nnd makes this contention absolutely
sure. I ask Senators to turn to prge 60 of the last print of
the Owen bill. and. at the risk of some delny. [ will quote the
whole paragraph to the Sennte in order that they mny see
exactly what it provides. I rend from the last print of the
Owen bill. which T mny eall for brevity the cnuens print:

8ec. 18. Any member bank desiring to retire the whole or any part—

A member bank is a nntional hank—

Any member bank desiring to refire the whole or any

rt of its
cireniating notes may file with the Treasurer of the Unit

States an
application to sell for its account. at par and interest, Unlted States
bonds securing cireulation to be retired.

The Treasurer s™all, at the end of each gnarterly period, furnish tha
Federal reserve board with a list of such applications, and the Federal
reserve board may, in its discretion. require the Federal reserve hanks to
purctase such bonds from the banks whose applications have been filed
with the Treasurer at least 10 days before the end of any guarterly
perfod at which the Federal reserve board may direct the purehase ta
be made. Upen notice from the Treasurer of the amount of bonds sa
sold for its account, euch member bank shall duly assign and transfer,
ion writing. such bonds—

That is. the outstanding bonds—

to the Federal reserve bank purch™eing the same, and such Federal
reserve hank shali thereupon deposit lawful money with the Treasurer
of the United States for the purchase price of =uch honds. and the
Treasurer shall pay to the member bank selling such bonds any balance
dne after deductint a sufficlent sum to redeem Its outxtnndfn: notes
secured by such bonda, which notes shall be canceled and permanently
retired when redecmed.

Here I come to ** the milk in the coconut " :

The Federal reserve banks purchasing such bonda shall be required
to take ont an amount of ec'reulating notes equal to the amonnt of
paticnal-bank notes outstanding against such bonds.

Now, listen:

Upon the deposit with the Treasurer of the United States bonds so
purchased, or any bonds with the circulating privilege acquired under
section 4 of this act, any Federal -eserve hank making such deposit in
the manner provided by existing law shall be entit) to receive from
the Comptreller of the Currency c¢ircolating notes In blank. registered
and countersigued as provided by law. equal In amount to the par value
of the bonds so deposited. Such notes shall be the oblizations of the
FFederal reserve bank procuring same, and shall be in form prescribed
by the_ Secretary of the Treasury—

Listen to this, Scnators—
and to the same fenor and effect as national-bank notes now
by law. They shall be lssned under the same terms and con
national-bank notes.

Can anything be plainer than that? This section proviles
that the reserve banks may buy up the Goverument bonds which
have the circulation privilege and put the money in the Trens-
ury, whereupon the Treasury transmits it te the bondholders,
and then the reserve banks deposit these bonds again with the
Comptroller of the Currency and get exactly the same kind of
bond-secured currency that we have now. In that way, under
this provision of the bill, you will be perpetusting our present
system of bond-secured currency; you will continue under the
provisions of this bill, which I have quoted., to maintain all
these notes In cirenlution based upon Government bonds instead
of upon commercial paper.

What has been the cause of the lack of elasticity in the na-
tional-bank notes? Why have they been inelastic? Why have
they been too rigid to meet the commereis] needs of the country?
It is becuuse they have been based on Government bonds and
wounld only ebb and flow in volume as the banks siw fit to bny
those Government bonds. That, as I supposed. was the system
which we were endeavoring to get awny from by this legislation.

There are two important points that we seek to accomplish,
or should seek to accomplish. by this legislation. One is to
gather up. concentrate, and otilize the bank reserves in a better
and more effective manner than has been the case up to this
date; the other is to provide the country. with nn elastic cur-
rency, a currency that will be regulated, not by the purchase of

rovided
tions as
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honds but by the commerce and trade of the country, based on
the commercial paper that is used as an incident to that trade
and commerce.

1t is only in that way that we can secure an elastic currency ;
it is only in that way that the countries of the Old World,
where they have better banking systems than we, have suc-
ceeded in securing an elastic currency that responds to the
commercial wants of the country. Yet, while that is avowedly
the purpose, or ought to be the purpose, of this legislation, in
cold blood, with malice prepense, the Owen bill proposes to per-
petuate the very system that we are trying to get away from
by this legislation.

Mr. SHAFROTH. Mr. President, does not the Senator rec-
ognize the fact that the United States notes or greenbacks are
just as inelastic as the national-bank notes, and is the Senator
in favor of retiring the greenbacks?

Mr. NELSON. Ohb, the Senator does not mean what he says.

Mr. SHAFROTH. Yes, sir. »

Mr. NELSON. T will tell you why.

Mr. SHAFROTH. They are a fixed currency.

Mr. NELSON. I will tell you why; and I say it in a spirit
of humility. There is no comparison between the two, for the
reason that we have a law on the statute books which prevents
the amount of greenbacks from being increased. That circula-
tion ean not be extended. Heretofore we had more greenbacks
outstanding than we have now; and some years agoe—I do not
recall when—we had at the head of the Treasury Department
Secretaries who were trying to eliminate the greenbacks and
get them out of circulation. To prevent that Congress passed
a law—I ean not reenll the year——

Mr. SHAFROTH. In 1878

Mr. NELSON. Yes; Congrecs passed a law prohibiting the
further retirement of any notes. You ean not eall that an
elastic currency, for it has remained at the volume of $346,-
000,000 for a great many years. Until we change the legisla-
tion of the country that will continue to be its volume; it can be
neither more nor less. 8o it has not even the elasticity of
national-bank-note cirenlation, which does have some slight
elasticity.

We know that during the panic of 1907, while the banks as
a rule were averse to purchasing bonds and extending their
circulation, under the stress of the conditions then prevailing
the banks did take ont considerable circulation. If I recall
the facts—and I think I am correct—during the pendency
of that panie, and until the banks fully resumed, our national-
bank-note cirenlation increased to the extent of about $50,000,-
000. I can not give the figures exactly. So in the matter of
elasticity there is no comparison between greenbacks and
national-bank notes.

Mr. SHAFROTH. That is, the national-bank notes are a
little more elastic than the greenbacks?

AMr. NELSON. The greenbacks are not elastic at all.

Mr. SHAFROTH. They are not elastie at all, but the na-
tional-bank notes are a little more elastic than the greenbacks.
If objection be made to the national-bank notes on the ground
that they are inelastie, why is not that a much greater reason
for retiring the greenbacks, because they are less elastic than
the national-bank notes?

Mr. NELSON. There are a great many people who think
they ought to be retired; and, as a matter of sound banking
and currency prineiples, I think they could well be retired.
I think we ought to have one uniform currency, such eurrency
as is prescribed in this bill. T will take the Senator a little
bit into my confidence in this matter, however. While I admit
that that would be most sound, yet we old soldiers who fought
in the War of the Rebellion, who carried muskets and rifles on
our shoulders and greenbacks in our pockets, sustaining the
Government's credit by carrying its greenbacks and sustaining
the Government itself by carrying its muskets and rifles on
our shoulders, have a kind of love for the dear old greenbnck.
[Laughter.] While they now have new rifles, new guns, Krag-
Jirgensens, and other improved firearms, instead of the old
Enfield and Springfield rifles, we say nothing about that, but
we old soldiers hate to let go Jf the dear old greenback.
[Launghter.]

Mr. SHAFROTH. I agree with the Senator.

Mr, NELSON. The eapitalists of the country may say that it
was upjust and unfair to compel the people to take that kind of
currency, which was then at such a great discount. I never
heard a soldier at pay day object to taking greenbacks, and if
the soldiers did not object, why shounld these moneybags object?
They did not encounter the dangers or incur the risks of war,
as did the boys who wore the blue. This, however, is foreign
to the question, and I am sorry to have taken up the time of the
Benate with it.

I will quote again the last part of the paragraph I have been
discussing.

Such notes— "

That is, the notes that are to be issned upon these 2 per cent
Government bonds—

shall be the obligations of the Federal reserve bank proeuring same,
and shall Le in form prescribed by the Secretary of the Treasury, an
to the same tenor and effect as national-bank notes now provided by law.
Ehe sh:.ll be issued under the same terms and conditions as national-
ank notes.

So, Mr. President, it seems to me that anyone who reads this
refunding provision and, in connection with it, paragraph 8 of
the powers given to the reserve banks, must inevitably come to
the conclusion that, if this measure is enacted into law. it will
perpetuate and maintain our present rigid bond-secured cur-
rency.

I desire now to call attention to another provision. I am read-
ing from the Owen bill:

United States bonds bought by a Federal reserve bank against which
there are no outstanding national-bank notes may be exchanged at the
Treasury for ope-year gold notes bearing 3 per cent interest. In case
of such exchange for one-year notes the reserve bank shall be bound
to pay such notes and to receive in payment thereof new 3 per cent
one-year Treasury gold notes year by year for the period of 20 years.

That limits the purchase of 2 per cent bonds, and the substi-
tution of 3 per cent one-year gold notes for them, to bonds that
are not the basis of national bank note cireculation. But under
the fondjng provision of section 18 of the Owen bill, whenever
the 2 per cent bonds on which circulation is now issued are
purchased by the reserve banks they are to issue similar notes
based on the bonds purchased, so that practically you are simply
changing about. Instead of the national banks, as now, hav-
ing outstanding seven hundred and fifty-odd millions of na-
tional-bank notes based on Government bonds, you would have
these reserve banks—assuming that they bought up all the
bonds, as they can do—having outstanding the same volume of
notes based upon the snme class of security, the Government
bonds. So by this legislation you are not getting away from the
present system.

As I have said several times, I regard it as of the untmost
importance that by this legislation we shall escape from the
rigid character of our present currency. We can only escape
from it by substituting, as rapidly as we can and with as little
friction as possible, the new system provided for in this bill and
the new class of notes provided for in it.

Mr. SIMMONS. Mr. President——

The VICE PRESIDENT. Does the Senator from Minnesota
yleld to the Senator from North Carolina?

Mr, NELSON. Ceriainly.

Mr. SIMMONS. 1 desire to ask the Senator a question for
information, becanse I confess I am a little bit confused about
this matter.

At the present time the national banks which hold these
Government bonds have, in a large measure, discretion as to
the amount of currency they will take out upon them, have
they not?

Mr. NELSON. I can not exactly answer the Senator’s ques-
tion. I will say that any bank can buy Government bonds, but
if a bank wants to issue national-bank notes it must deposit
Government bonds with the Comptroller of the Currency, and
it then gets cireulation, as at present. It used to be that they
got circulation only at the rate of 80 per cent, but as a result
of recent legislation they now get dollar for dollar,

Mr. SBIMMONS, The Senator does not catch my point. 1
understand that now a national bank ecan get 100 cents on the
dollar on its bonds.

Mr. NELSON. Yes.

Mr. SIMMONS. The question I meant to address to the
Senator—probably 1 did not express myself with clearness—
was whether the pational banks holding these Government bonds
did not have a discretion as to whether they would take out
anything in the way of notes, or as to the amount of notes they
wounld apply for upon those bonds.

Mr. NELSON. There is a discretion as to the cirenlation
they will take out, of course.

Mr. SIMMONS. Yes; a discretion as to the circulation.

Mr. NELSON. But for whatever circulation they do take
out they must deposit bonds.

Mr. SIMMONS. Yes. The discretion is absolute?

Mr. NELSON. Ob, it is not mandatory now.

Mr. SIMMONS. The discretion is absolute with the national
banks?

Mr. NELSON.

Mr. SIMMONS.
that discretion?

Myr. NELSON.

Yes; as fo the amount.
The Government has no power to control

No.
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Mr. SIMMONS. The Government can not say to a national
bank, You ought to increase your circulation on these bonds?

Mr. NELSON. No; it ean not do that.

Mr. SIMMONS. Under the system proposed in the Owen bill,
will not the Government come into a power which will permit
it in a measure to control the amount of circulation based upon
Government bonds? 4

Mr. NELSON. Not under this provision.

Mr. SIMMONS. Suppese the reserve banks of the country,
we will say in the course of a dozen years, should come into
possession of all of the 2 per cent bonds?

Mr. NELSON. By buying them?

Mr. SIMMONS. By buying them and having them in their
vaults, By reason of the Government’s control over these banks,
the fact that three directors of the banks are appointed by the
Government, the fact that three other directors of the banks
are not stockholders but are representatives of commercial in-
terests in the country, and the further fact that the Govern-
ment appoints the reserve board, could not the Government,
in practical effect, say to these reserve banks, You shall increase
your cireulating notes based upon Government bonds?

Mr, NELSON, No. The bill defines the power.

Mr. SIMMONS. Technieally speaking, it would not have
the power, but in practical effect would it not have that power?

Mr. NELSON, It has not.

Mr. SIMMONS. What I mean to ask iz, by means of the Gov-
ernment's control through its reserve board and through its
representation upon the directorate of the banks, would it not
be able to practically control the amount of bank notes based
on Government bonds?

Mr. NELSON. It could not control it in the respect that I
refer to; absolutely not. I will read the provision again.

Afr. SIMMONS. I think I undertand the provision which the
Senator has read.

Mr, SHAFROTH. If the Senator will yield to me——

Mr. NELSON. Let me first answer the Senator from North
Carolina.

Mr. BRANDEGENL. Will the Senator state whether the print
from which he is reading is that of December 17

Mr. NELSON. Mine is the print of December 1. I have mine
marked “Third Owen bill.” It is the bill that ran the gantlet
of the Democratic conference. The first part of the section pro-
vides for application by the national banks.

Mr. CRAWFORD. From what section is the Senator read-
ing?

Mr. NELSON. Section 18, page 60. It provides how national
banks can get rid of these bonds, as they are anxious to do,
because they are at a discount. It provides that they can sell
them. I will not read the entire paragraph.

The Federal reserve banks purchasing such bonds—

That is, these 2 per cent bonds, for instance—
ghall be required to take out an amount of circulating notes
the amount of natlonal-bank notes outstanding against such bon

That is mandatory. There is no regulating power here at
Washington. Neither the reserve board nor the directors of the
regional banks can override that clear mandate of the law.

I now yield to the Senator from Colorado.

Mr. SHAFROTH. The object of that is to overcome the pro-
vision of the Hitcheock bill that $50,000,000 of this national-
bank currency shall be retired, without providing a substitute
currency for it, unless that substifute currency arises from the
issuance of currency upon paper of 30, €0, 90, or 120 days,
which may be desposited for the purpose of getting currency.
That was the object of that provision, so as to prevent the
contraction of the currency and to keep the currency at its
present volume.

Mr, BRADY, Mr. President——

The VICE PRESIDENT. Does the Senator from Minnesota
yield-to the Senator from Idaho?

Mr. NELSON. I yield to the Senator.

Mr. BRADY. Is not the authorization of this additional eur-
rency discretionary with the board?

Mr. NELSON. Not the currency that we refer to here.

Mr. BRADY. It says:

The Federal reserve board may, in its discretion, require the Federal
reserve banks to purchase such bonds from the banks whose applica-
tions have been filed with the Treasurer at least 10 days before the
end of any quarterly period at which the Federal reserve board may
direct the purchase to be made.

My understanding is that the Federal reserve board is not
compelled to do it.

Mr. NELSON. They can direct the purchase of the bonds,
but if they are once purchased circulation must be taken out.

Mr. BRADY. After they are purchased?

Mr. NELSON. Yes.

ual to

Mr. BRADY. The circulation must be taken out?

Mr. NELSON. Yes. If the Senator will look at the foot of
the page, commencing on line 24, he will see the provision.

Mr. BRADY., But it is to be left fo the judgment of the
reeseye board as to whether or not the reserve bank shall pur-
chase these bonds? Is that correct?

Mr. NELSON. No; not absolutely. The first question is as
to whether the bonds shall be offered for sale, I read at
the top of the page:

Any member bank desiring—

Of course these bonds can not be sold unless the banks that
hold them are willing to sell them.

Mr. BRADY. Section 18, commencing with the first part of
the section, says:

Any mem e i
gulaﬁtz%hno{::; ‘lall:alfyl: g?e?il;{r?f h “‘t’hljeEt'iIrl"!e:gl?rg-h%lre ?lfndl?nipt‘aeét g;sitt{; clll:].
bods securing clrcutation o be petiven | [niecest, United States

Mr. NELSON. Yes. That is, the first demand must come
from the national banks. -

Mll'l.',BRADY. But they are not vompelled to make that de-
mand?

Mr, NELSON. No.

Mr. BRADY. They may do it?

Mr, NELSON. They may do it
due in any particular year.

Mr. BRADY. And they may file applications stating that
they desire to sell the bonds?

Mr. NELSON. Yes.

Mr. BRADY. Then the Federal reserve board has the power
to require some bank to take the bonds and issue currency for
them. Is that correct?

Mr. NELSON. It has the power, which T will read:

The Treasurer shall, at the end of each rter! i
Federal reserve board with a list of su?:h qnupapltl(c‘;giogilim' [EEaiie

That ig, applications from the national banks to sell those
bonds—

And the Federal reserve board may, in its discretion, require the Fed-
eral reserve banks to purchase such bonds from the banks.

That is, compel the reserve banks to buy those bonds.

Mr. BRADY. That is the very question I was asking the
Senator.

Mr. NELSON. It ean compel them to do that; but before that
can be done there must be first an offer, a desire, on the part of
the national banks to sell the bonds.

Mr. BRADY. I understand that quite well.

Mr. NELSON. The Senator can see that now, when the 2 per
cent bonds are at a discount and are likely to remain at a dis-
count, they will all be ready to sell.

Mr. BRADY. That is quite true; but T am trying to have the
Senator make as clear as possible the real authority of the re-
serve board.

Mr. NELSON. The only authority of the reserve board is in
reference to the requirement to purchase the bonds. If the
bonds are once purchased, circulation must be issued on them.
The Senator can see that as long as the national banks do not
apply to sell the bonds on which cireulation is based those notes
remain in cireulation. Let me call the Senator's attention to the
first paragraph:

Sgc, 18 Any member bank desiring to retire the whole or any part of
its eirculating notes mn{ file with the Treasurer of the United States an
application to sell for its account, at par and Interest, United States
bonds securing circulation to be rctircdl.)

That comes from the national banks that have their notes out-
standing. They want to get rid of them: they want the notes
redeemed, so that they can sell the bonds. If they make such
an application, it is in the power of the I'ederal reserve board
to require the Federal reserve bank to buy those bonds, but
if the I'ederal reserve board does not buy them, the notes are
outstanding and the bonds are there. They are not due; they
can not be redeemed. :

Mr. BRADY. But, as I understand it, the Federal reserve
board do not buy the bonds. They simply take the application
of the purchaser and require some particular reserve bank to
buy the bonds.

Mr. NELSON. It is the national banks that are trying to sell
the bonds, and it is one of these new regional reserve banks
that buys them.

Mr. BRADY. That is quite clear, but there is_one point I
v7'sh the SBenator would make plain. I want to find out what
happens in case the Federal reserve board decides that they
will not require the Federal reserve bank to buy the bonds.

Mr. NELSON. Then those bonds will remain in the Treasury
Department as a basis for circulation. They will be left with
the national-bank note cireulation. It is only the bonds
deposited in the Treasury that are a basis of circulation. If

Now, these bonds are not
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the Senator will read the first four lines here, he will see the
basis of it.

Mr. BRADY. What I was trying to have clearly under-
stood is that it Is within tha discretion of the Federai reserve
board to compel the Federal reserve bank to buy the bonds.

Mr. NELSON. They can order the Federal reserve bank
to buy them.

Mr. BRADY. And they can refrain from ordering the bank
to buy the bonds under this proposal.

Mr. NELSON. Yes; but if they do not buy them the notes
are outstanding; the bonds are in the Treasury, and the bank
notes that are issued on them are outstanding.

Mr. BRADY. That is the point I wanted to have made clear.

Mr. NELSON. So, you see, the system really amounts to this,
to make it plain to the Senator: A national bank in the Sen-
ator’'s home town has §50.000 of national-bank notes outstanding
based on Government bonds filed in the Treasury. It comes to
the reserve board or comes to the Treasury of the United States
and says, * I want to retire these notes that I have outstanding;
I want to sell the bonds on which I have obtainea this circu-
lation.” As your bank desires to sell these bonds for the pur-
pose ofe redeeming or withdrawing its national-bank note circu-
lation, the reserve board may order the reserve bank to pur-
chase those bonds; but if it purchases the bonds it must issne
circulation notes npon those bonds, just the same kind of notes
as the notes that were based on the bonds when the national
bank offered to sell them.

Mr. BRADY. That is my understanding.

Mr. NELSON. I do not know how I can make it any plainer.

Mr. BRADY, The only guestion is as to the authority of the
Federal reserve bhoard to say to my home bank, when it makes
application to sell these bonds——

Mr. NELSON. Those bonds on which there is outstanding
circulation.

Mr. BRADY. On which there is outstanding circulation. The
Federal reserve board, as I understand it, simply makes a list
of the bonds to be sold. The Federal reserve board does not
purchase the bonds.

Mr. NELSON. Oh, no.

Mr. BRADY. Ay bank would simply make an application to
it to sell the bonds.

Mr. NELSON. And to redeem its circulation.

Mr. BRADY. That application is filed with the Federal
reserve board. Then tRe Federal reserve board majy in its dis-
crefion require the Federal reserve bank to purchase the bonds.

Mr. NELSON. Yes. :

Mr. BRADY, What I want to find out is what would be the
position of my home bank in ease the Federal reserve bonrd
ﬁ"liﬂ! “.',e will not require the Federal reserve bank to buy those

onds?

Mr, NELBON. If it made no application to sell the bonds or
redeem the currency, there would be nothing for the reserve
board or the bank to act upon.

Mr. BRADY. But that is not the point. My bank would
want to sell its circulating notes. It would make an applica-
tion to the Federal reserve board to sell its bonds. It may de-
sire to do it. There is nothing in this proposed law to compel
the Federal reserve board to relieve the situation by buying
those bonds. It may do it or it may not do it. It is entirely
discretionary with the board.

Mr. NELSON. I see what the Senator means. It is dis-
cretionary. But the point the Senator has referred to has no
bearing on the main guestion in the case, and that is the
question relating to our cirenlating medium.

Mr. BRADY. I understand that.

Mr. NELSON. The Senator ean see that it is only swapping
the national-bank notes for these new notes based upon the
same kind of bonds.

Mr. BRADY. There is no question about that. The only
point I was discussing was the actual transfer. If I understand
the Senator’s explanation, and I think it is very plain, if any
national bank desires to sell its bonds, it files its application,
and in case the Federal reserve board desires to buy the bonds
they can require the Federal reserve bank to buy those bonds;
but if the Federal reserve board says, “ We will not require
the Federal reserve bank to buy your bonds,” the bank offering
the bonds could not compel the Federal reserve board to take
them.

Mr. NELSON. Then your bank would have to hold its bonds,
and its national-bank notes would be outstanding.

Mr. BRADY. That is the point I desired to have made clear.

Mr. NELSON. It would be just where it was before it made
the application.

Mr. BRADY. And this proposed law would be of no benefit
to that bank.

Mr. NELSON. Not for the purpose of selling its bonds.

Mr. BRANDEGEE. Could not the bank which desired to
retire its circulating notes which were secured by bonds sell
the bonds in any other market?

AMr. NELSON. Certainly, they could sell them in the open
market; and they could go with their legal-tender money to
the Treasury and say, *“ We want to redeem our ecirculating
notes,” and if they were redeemed the national bank would get
back its notes.

Mr. BERANDEGEE. And the national bank could hold its
bonds, ha%ving taken up the notes.

Mr. NELSON. It could hold them. A

Mr. BRANDEGEE. It could hold them if it wanted to do so?

Mr. NELSON. Certainly.

Mr. SIMMONS. If the Senator will pardon me, he is dis-
cussing the guestion whether the system proposed in the Owen
bill, with reference to bank notes based on Government bouds,
will be more or less elastic than under the present system?

Mr. NELSON. I will say that it is simply a perpetunation of
the same system.

Mr. SIMMONS. That is what I understand the SBenator to
claim.

Mr. NELSON. It is neither worse nor better. Al the vices
and virtues and imperfections of the present system are per-
petuated.

Mr. SIMMONS. I understand that to be the contention of
the Senator. The Senator is contending that under the Owen
bill, with reference to bank circulation based on bonds, the sys-
tem will be in effect the same as at present, so far as elasticity
is concerned.

Mr. NELSON. Certainly.

Mr. SIMMONS. XNow let me ask the Senator——

Mr. NELSON. It will be just like this, to make the state-
ment plain—— \

Mr. SIMMONS. I understand the Senator; but he does not
understand me, I fear, and I am ftrying to have him get my
viewpoint. I am a liftle bit confused about it and I am trying
to get light and information from the honorable Senator who is
n member on the committee and has evidently given close study
to the subject. As I understand it, if a national bank desires
to sell its 2 per cent Government bonds it notifies the Treasury
Department of that purpose.

Mr. NELSON. They must desire to sell them for the pur-
pose of taking up circulation.

Mr. SIMMONS. Yes. The bank notifies the Treasury Depart-
ment of its desire to sell its bonds and retire its notes. The
Treasury Department in that case requires the reserve banks
to purchase those bonds and with the proceeds take up the
outstandings, and requires the purchasing bank to redeposit the
bonds and issues to them a like amount of reserve notes.

Mr. NELSON. The Federal reserve board is the authority
that must require the banks to buy those bonds, but there the
power of the reserve board ends, They can require the banks
to purchase the bonds, and after the bonds are purchased the
issuing of the same kind of currency upon them is mandatory.

Mr. SIMMONS. If under that authoerity the reserve bank
does purchase these bonds it is compelled to take out notes
against those bonds again, is it not?

Mr, NELSON. Yes, sir; exactly the same kind of currency.

Mr. SIMMONS. If a national bank should sell its bonds to
a private eitizen, he would not be required to take out circula-
tion agninst those bonds, would he?

Mr. NELSON. Not an outsider.

Mr. SIMMONS. Then we have this condition——

Mr. NELSON. Allow me just a word here. You could not
sell those bonds that were in the Treasury. They are there until

‘| the notes for which they are security are redeemed.

Mr. SIMMONS. But if I purchased those bonds from the
bank, I cou!d go to the Treasury Department and I could reclaim
them by paying off the notes issued on them.

Mr. NELSON. No; you could not.

Mr, SIMMONS. Could not the bank do it? I am putting
myself in the place of the bank.

Mr. NELSON. You would have to redeem those circulation
notes,

Mr. SIMMONS. Exsactly. I would have to redeem those
notes and I would own the bonds.

Mr, NELSON. That is, the bank that deposited them would
have them. The Treasury would deal with the bank.

Mr, SIMMONS, Then the notes would be canceled and pass
out of circulation. But if these bonds are purchased by a central
reserve bank, under the section of the bill read by the Senator
the circulation based upon them would be retired, but in their
place other notes of like amount would be issued to the purchas-
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ing bank, and currency would be, in effect, neither reduced nor
increased.

Mr. NELSON. Exactly the same kind of notes.

Mr. SIMMONS. 8o the Government in this way prevents the
currency covered by these bonds from being withdrawn from
circulation. If it was left to individual initiative and control,
the holder of those bonds would, by paying off these notes,
retire that much circulation without being required to substitute
anything in their place.

Mr. NELSON. That can be done now. Any national bank
can retire its notes. .

Mr. SIMMONS. That can be done now by holders of the
£50,000,000 of bonds, which you provide may be retired every
year.

Mr. NELSON. That is entirely different. The Senator is
traveling outside of the line. I say that ean be done by the na-
tional banks now. If a national bank has $50,000 in cirenlation,
based on Government bonds, the national bank can go there and
redeem that circulation.

Mr. SIMMONS. Exactly.

Mr. NELSON. It can take currency there and redeem the
notes and get back the bonds.

Mr. SIMMONS. Esxactly.

Mr. NELSON. It is at the option of every national bank to
withdraw its circulation. If you go through the country you
will find that the smaller banks, the ecountry banks, as a rule,
have circulation up to the amount of their capital. The national
banks ean not have more than the amount of their capital. The
large city banks in New York and other places have only a
limited amount, only a part of their Mt!onai bank notes out-
standing in proportion.

Mr. SI\I)IO\'S That is exactly as I understand it. At pres-
ent the national banks can at will retire the circulation against
their bonds now deposited in the United States Treasury.

Mr. NELSON. They can redeem those bonds at any time.

Mr, SIMMONS, But if those bonds are purchased by a re-
serve bank under the authority the Senator just read in the
Owen bill, then that reserve bank can not retire that eirculation.

Mr, NELSON. It must take out bonds.

Mr. SIMMONS. Therefore, this provision does provide for
the mandatory issue of notes against that amount of Govern-
ment bonds,

Mr. NELSON. That is what we have to-day. We have ex-
actly the same system in the currency we have now that we are
supposed to be trying to get away from.

Mr, WEEKS. Mr. President

The VICE PRESIDENT. Does the Senator from Minnesota
yield to the Senator fiom Massachusetts?

Mr. NELSON. I will yield, but I do not mean to take the
Senator from North Carolina off the floor.

Mr. SIMMONS. I will yield to the Senator.

Mr, WEEKS. I wanted to eall the attention of the Senator
from North Carolina to a qualified error that he made in the
statement which he has just submitted, relating to national
banks retiring circulation. He said, if I understood him, that
they could retire it at will. When the national-bank act was
passed, and for 40 years of its existence, the law limited the
retirement to £3,000,000 a month, the purpose being——

Mr, SIMMONS. The Senator will understand that I meant
within the limitation of the law.

Mr. WEEKS. I will just complete my statement by saying
that five or gix years ago that limitation was increased from
$3,000,000 a menth to $9,000,000 a~month, so that if no eircula-
tion were taken out and the national banks retired all they
could every month for a year they would retire only $108.000,000
a year, or about one-seventh of the outstanding national-bank
note cireulation,

Mr. BRANDEGEILL. That national-bank ecirculation is the
bond-secured circulation?

Mr. WEEKS. The bond-secured circulation.

Mr. SIMMONS, Mr. President, the thought that I had in my
mind was that at the present time the national banks holding
these bonds can take out circulation upon them or not at their
discretion,

Mr. NELSON. Up to the amount of their capital.

Mr., SIMMONS. Yes; up to the amount of their ecapital.
But if the national banks desire to dispose of their bonds, as
provided in the clause which the Senator has read, and they
become the property of the reserve banks under the provision
last read by the Senator from Minnesota, then those banks are
compelled to issue circulating notes against those bonds,

Mr. NELSON. The same kind of notes and on the same con-

dition,
Mr. SIMMONS. I think that is a very important differentia-
tion between the present system and the system proposed in

the Owen bill, so far as elasticity is concerned, because in the
one cace the amount of notes issued and in circulation based
upon these bonds is largely within the discretion of the na-
tional banks, but when these bonds go into the hands of the
reserve banks they have no discretion as to the amount of
circulation that shall be issued against the bonds; they are
required and commanded by the law to issue the ammm’t I
speak of the 2 per cent bonds these banks are required to buy
when offered for sale in the way provided.

Mr. NELSON. Does not the Senator see on reflection that
that makes them still more inelastic? The national banks can
redeem those notes and get back the bonds, they can retire
the circulation. but this provision makes it mandatory, so
that whenever bonds are bought by these reserve banks under
the provisions of the bill, they must take out circulation under
it, making it still more rigid.

Mr, SIMMONS. Noj; the Senator——

Mr, NELSON. It is not mandatory on national banks now.
They can increase their cireulation up to the amount of their
capital or they can decrease it. But this makes it absulutely
mandatory to issue on the bonds they purchase,

Mr. SIMMONS. The Senator is entirely right with erespect
to one class of Federal bonds that may come into the hands of
the Federal reserve banks; that is, that class of bonds that they
purchase indirectly from the national banks through the instru-
mentality of the Treasury. The Senator read two provisions
with respeect to the powers and duties of the reseryve banks with
reference to cireulation based upon Government bonds. The
first clause which the Senator read authorizes these reserve
banks to acquire Government bonds, just as national banks are
permitted to acquire them. They go into their vaults and be-
come a part of the assets of the bank.

Mr. NELSBON. No; they do not take the bonds. They must
deposit them in the Treasury with the Comptroller of the
Currency.

Mr. SIMMOXNS.
the Senator read.

Mr. NELSON. I am referring to that.

Mr. SIMMONXNS. The first section authorizes them, when they
become the owner of Government bonds, to take those bonds to
the Treasury and secnre circulation upon them just as other
banks are permitted to do. Is not that true?

I am talking about the flrst section which

Mr. NELSON. Is not that a continuance of the present
system?
Mr, SIMMONS., Exnactly. !

Mr. NELSON. Do you want the present system of national-
bank eirculation that is claimed to be inelastic to be continued?

Mr., SIMMONS. WIill the Senator permit me to finish the
statement that I started to make?

Mr. NELSON. Go on. ¢

Mr. SIMMONS, I say there are two sections of the bill with
reference to the purchase of bonds by these reserve banks. One
section permits them to purchase them just like any national
bank can to-day purchase them, and after they have purchased
them they can take out ecirculation upon them or not just as
they please. Is not that true?

Mr. NELSON. Yes.

Mr. SINNMONS. So far as that part of the bonds which may
be acquired by the reserve banks is concerned, there will be the
same wethod as exists now and the same elasticity that exists
now, no more and no less,

Mr. NELSON. Exactly, but——

Mr. SIMMONS. Execept, if the Senator will let me finish,
that in present conditions the national banks owning the bonds
can take ont circulation upon them at will.

Mr. NELSON. Up to the amount of the capital.

Mr. SIMMONS. Yes; up to the amonnt of the capital. Now,
if the reserve banks which nequire these bonds buy them in the
open market, if you please, with the same privileges that the
national banks now have of obtaining isswe upon them, the
power of determining whether they will take out cirenlation
upon those bonds or not, so as fo respond to the business neeiis
and requirements of the country, is not lodged absolutely in the
breast of private ownership. as it is now, but by virtue of fhe
fact that the Federal reserve board has general supervisory
power over the banks, by virtue of the fact that the Govern-
ment has three directors upon the board of the reserve banis,
and that three other directors upon the board of the reserve
banks are not stockholders in the bank, but they represent the
business interests of the country, does not the Senator believae
that with this representation of the Government and of the
business interests upon the directory of those banks the power
will be indirectly lodged in the Government of requiring these
Federal reserve banks holding the bonds to take out such clreu-
lation upon those bonds as the business interests of the country
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may from time to time require, and thus bring about a more
responsive elasticity?

Mr. NELSON. I do not believe anything of the kind.

Mr. SIMMONS. Does not the Senator believe—

Mr. NELSON. I do not believe anything of the kind, for—
_Mr. SIMMONS. Just a moment. Does not the Senator be-
lieve that this control over the banks would result in regulating
the amount of circulation more in accordance with the business
needs and requirements of the country than when that power
rests solely and exclusively in the breast of men who have no
interest except to advance their personal interests?

Mr. NELSON. Let us apply the proposed law. I will again
read this paragraph of the section:

T:L:ou deposit with the Treasurer of the United States of any bonds
of the United States in the manner provided by existing law relating
to natlonal banks, to receive from the Comptroller of the Currency
cirenlating notes in blank, registered and countersigned as provided b
law, c-mmf in amount to the par value of the bonds so deposited, suc
notes to be lssued under the same conditions and provisions of law
which relate to the issue of circulating notes of national banks se-
cured by bonds of the United States bearing the circulating privilege.

Now, I want to say, and the Senator ought to know it, that
no bank would undertake to buy and pay par for the 2 per cent
ponds as an investment. If a reserve bank buys these 2 per
cent bonds, in the nature of the case, under this paragraph,
they will want to issue circulation. While in one sense there
may be a technieal discretion, as I have said, no reserve bank
would go into the market and buy these 2 per cent bonds as a
pure investment without intending to issue circulation; for as
an investment those bonds are not worth over 75 or 80 per cent
of their face value. So if the reserve banks went into the bond
market under this paragraph to buy those 2 per cent bonds
they could only buy them, to save themselves from a great loss,
for the purpose of taking out circulation. To buy them as an
investment would be utter folly. The Senator himself would
not buy a 2 per cent bond as an investment and pay par for it,
and no reserve bank would do so. Therefore, as a practical
guestion, the proposition that the Senator has submitted is of
no earthly value when applied tv those 2 per cent bonds.

Mr. WEEKS. Mr. President

The PRESIDING OFFICER (Mr. TaorxToN in the chair).
Does the Senator from Minnesota yield to the Senator from
Massachusetts?

Mr. NELSON. I do.

Mr. WEEKS. I should like to add a word to what the Sena-
tor from Minnesota has said on the subject. One of the most
jmportant things for us to get rid of gradually, so gradually
that it will not affect the business of the country, is the bond-
_secured circulation, because while it has the only elastie prop-
erty which our circulation has, as a matter of practical effect,
its elasticity is pretty nearly nil.

I understood the Senator from North Carolina to say that
he understood the issuing of this circulation depended upon the
will of the private owners of the bonds; that is, of the banks.
Now, that is not strictly true.

Mr. SIMMONS. I meant within the terms of the law.

Mr. WEEKS. Because it is required by the national-bank
act that 25 per cent of their capital shall be kept outstanding
in eirculation at all times; and not only that, but in order that
the banks may take advantage of the Aldrich-Vreeland Act,
which ig our anchor to windward in case of trouble, they must
have 40 per cent of their capital in bond-secured circulation, the
purpose of that being to prevent banks from avolding the carry-
ing of these 2 per cent bonds in ordinary times, and then when
we get into extraordinary times enabling them to take advan-
tage of the Aldrich-Vreeland Act.

There is no retirement, as a matter of fact, of this cireulation,
or at least that is practically true, for the reason that the banks
can, not find a market for their 2 per cent bonds when they
would be glad to sell them and retire the circulation; in other
words, when they do net need the cirenlation. Tor that reason
they send it in for redemption, it goes to the Treasury, is then
sent to the bank which originally issued it, then goes to the
reserve city bank with which the country bank is doing busi-
ness, and finally it comes back to the Treasury, very frequently
in exactly the same condition in which it was when it was
issued a month or more before. It iz the country banks that
fssue circulation so largely. 'The city banks do not do so on
accgunt of this rapidity of redemption and the difficulty of re-
tiring eireulation on account of the impossibility of finding a
ready market for the 2 per ¢ent bonds, which, as the Senator
from Minnesota [Mr. NerLsox] has said, would not be worth par,
or anything like par, on their merits if it were not for the cireu-
lation privilege which goes with them ; they probably would sell
for about 75 eents on the dollar on their merits as an Investment
pure and simple.

Mr. BRADY. Mr. President——

The PRESIDING OFFICER. Does the Senator from Min-
nesota yield to the Senator from Idaho?

Mr. NELSON. I do.

Mr. BRADY. The statement which the Senator from Massa-
chusetts [Mr. WEeks] has just made causes me to ask a ques-
tion relative to the purchase of these bonds by the Federal
reserve banks, I hope that the Senator from Minnesota [Mr.
Nersox] will understand that I am not discussing the merits
of the bill, but that I am diseussing a pure and simple business
transaction as I see it as a business man. If I am mistaken, I
want to be advised of that fact.

We will assume that there is a loeal national bank at this
time doing business in some specific locality. After this bill
is passed, if the board of directors of that bank decide that
the bank does not want to go into this system, that it desires
to surrender its charter, to either quit business or to take out
11 h;:l!:nrter under some State law, section 18 of the bill provides

Any member bank desiring to retire the whole or any part of its
circulating notes may file with the Treasurer of Lthe United States an
application to sell for its account, at par and interest, United States
bonds securing circulation to be retired.

If I understand the statement of the Senator, the honds used
for circulation are not worth more than from 75 to 80 per cent
of par; they are certainly not selling on the market to-day at
to exceed 97 and some odd fractions of a cent of par. If the
banks filed their application with the Federal reserve board,
and the Federal reserve board should say, “ You are a large
and strong banking institution; we think you ought to go info
this new association; if you will not do it we will refuse to
take your bonds and we will not sell them to a Federal reserve
bank.” Now, this provision says:

The Treasurer shall, at the end of each quarterly period, furnish
the Federal reserve board with a list of such applications, and the
Federal reserve board may, in its diseretion., require the Federal re-
servé banks te purchase such bonds from the banks whose applica-
tlons have been filed with the Treasurer at least 10 days before the
end of any quarterly period at which the Federal reserve board may
direct the purchase to be made.

What condition would that bank be in if the Federal reserve
board should make that statement to them? The law says that
they may do it. What is going to happen to the bank in case
they do not require the purchase of those bonds? In order to
retire from the national banking business or to change to a
State bank, will they have to s=ell all those bonds at the pres-
ent discount of 4 per cent, or will they have to lose the 20 or
25 per cent, which, as has been stated here, is the probable
amount of depreciation of the bonds, or will there be some way
which will compel the Federal reserve boarnl to require the
Federal reserve bank to purchase the bonds? It is a simple
business proposition, and I am interested to learn just what
would be the condition of the bank which had those bonds and
refused to come in if section 18 becomes a part of this banking
and currency bill.

Mr. WEEKS. Mr. President, the Senator from Idaho [Mr.
Brany] has put his finger on one of the one hundred or more
propositions in which the Hiteheock proposal excels the Owen
proposal. In the case of the Hitehcock amendment—I will re-
fer to it as an amendment—it is provided that the Federal
reserve banks shall buy $50,000,000 worth of 2 per cent bonds
held now presumably by the national bapks, and presumahly
that wonld retire $50,000,000 of the bond-secured cirveulation.
1f that took place in the spring months or in the summer months,
in my judgment we never would know that the circulation bhad
Leen retired, because I believe that there is a redundancy of
currency most of the time; but if it fook place in the fall
months, we might feel at once the need of additional currency.
Then we would have to take it out under the provisions of this
bill. Tet us suppose that the Federal reserve banks buy this
$50,000,000 of bonds, and we provide that they shall be pur-
chased at par and interest, and that one year after the Federal
reserve banks shall buy $50,000,000 more bonds at par and in-
terest. That at once establishes the price of the 2 per cent
bonds: so that the banks or other holders may know that every
year there is going to be a muarket for some portion of their
bonds at the price the Government should pay for those bonds,
and that is par and interest, When the Federal reserve banks
have hought these $50,000,000 of bonds, under the Hitcheock
proposition they have the privilege of going to the Treasury
and taking 3 per cent one-year bonds in their place.

Qur reason for providing for refunding in that way net only
was that we would gradually retire the 2 per cent bonds which
are now outstanding and the bond-secured ecirenlation, but at
the same time we would furnish the reserve banks with an in-
vestment which would enable them to use without delay their
accumulations of loanable funds deposited with them. In ad-
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dition to that, however, it would give them a security which
they could seil at home or abroad whenever they needed to re-
plenish their gold supply. There is nothing better as a market-
able security than a public bond of a nation like the United
States which has less than one year to run, and these bonds at
the longest would not have over one year to run; in other
words, the reserve banks would have a security which they
could sell not only to American investors—because there are
always large funds which must be used at some time lying in
the banks ready for investment—they could not only sell these
short-time bonds to American investors, but they could sell them
abrond as well and obtain gold in either ease, and in that way
control the gold supply of the country.

The purpose of the Hitcheock plan is that, first, it does take
care of the 2 per cent bonds at par and interest. It relieves
the banks of the possibility of a serious loss in case that is
not done. It does provide the reserve banks with a profitable
investment at once, which comes within the provisions of the
bill, and it will enable the reserve banks in case of need to
replenish their gold supply by selling these bonds either at
home or abroad.

Now, take tliz otlier alternative which the Senator—and I beg
his pardon for taking so much of his time—has brought to the
attention of the Senate; which is, that in case a bank does not
desire to go in under any of these plans, does not believe in_any
of them, and wants to get out of the system and take out a State
charter, in what position is that bank? It must indicate within
a stipulated time what its purpose is to be. If it does not
within that time announce that it is going to remain in the sys-
tem, it forfeits its charter. We will say it has on hand so.ae
2 per cent Government bonds. If there were any considerable
number of such banks and they tried to market their bonds at
one and the same time, we can easily see that, notwithstanding
the fact that possibly something is going to be done with those
bonds eventually, they would sell down to 90 and perhaps to 85
per cent of their par value. Just suppose for a minute that the
holders of $200.000,000 of 2 per cent bonds wished to market
their holdings within 30 or even within 60 days, what would be
the result? We would see the 2 per cent bonds selling at 90 and,
as I say, at possibly 85 per cent of par, and the only buyers
would be speculators, who swould think that sooner or later they
would be taken care of at a relatively high price. These bonds
have been selling above par ever since they were issued until
within a few months, and yet on the sales of less than $20,-
000.000 they depreciated from above par to 94. That was in the
ordinary course of the market.

I took occasion to investigate the selling of those bonds when
the Secretary of the Treasury charged that the New York banks
or somebody else were maliclously depressing them for malign
and ulterior purposes. My judgment is that there was nothing
whatever in the charge, and yet, as I have said, on the sale of
less than $20.000,000 of bonds they were depressed from
above par to 94. Suppose the holders of $200,000,000 of those
bonds wished to dispose of them, what would be the result? An
enormous depression of Government bonds and the creating of
a condition which would affect business throughount this countiry.
Therefore I say that the provision which has been made in the
Owen bill is a decidedly bad one and it is not only going to
perpetuate a bond-secured eirculation, but it does not make
proper provision for the bonds, even if they were to be retired.

Mr. WILLIAMS. Mr, President—

The PRESIDING OFFICER. Does the Senator from Minne-
sofn yield to the Senator from Mississippi? :

Mr. NELSON. Yes; I yield.

Mr, WILLIAMS. With the permission of the Senator from
Minnesota [Mr. NeLsox], I will say that the Senator from Mas-
sachusetts [Mr. Weegs] and the Senator from Idaho [Mr.
Brany] have alike forgotten that there are two alternatives in
this proposition, or, at any rate, they failed to mention them in
this connection. .

In order to maintain these 2 per cent bonds at par and not to
violate the contract between the Government and the present
holders of the bonds—the implied contract—which was, that
they were the basis of eirculation, section 18 of the Owen bill
provides, first, that the banks shall Lave the option. The banks
can, if they will, come up and pay in and get the bonds, and
those bonds ecan be converted into Federal reserve notes, or the
banks enn elect to take 3 per cent exchequer bills—one-year
notes—which everybody admits will be above par. Then there
is an option also——

Mr. NELSON. Mr. President——

Mr. WILLIAMS. One moment. The bank has that double
option to start with. Now, the Senator from Idaho [Mr.
BrApy] has instanced a ease where a bank might want to have
them converted into reserve bank notes and the reserve board

should refuse to do so. The bill provides that in that ease, for
all of those 2 per cent bonds outstanding against which there is
no outstanding eirculation, they shall be converted into 3 per
cent certificates. So that there is an option with the banks, and
there is also—as there ought to be—substantially an optien
with the Government, for the reserve board in this respect rep-
resents the Government.

The object of section 18 was to prevent the 2 per cent
bonds from going below par by virtue of the faet that they are
to be deprived of a privilege which they have enjoyed all the
time, to wit, the privilege of being the basls of circulation.

If the Senator will read the provision still further he will
find that in the original Owen bill it was provided that not over
$36.000,000, I believe, per annum——

Mr. NELSON. That is right.

Mr. WILLIAMS. Should be so converted; but the Demo-
cratic conference struck out that limitation for fear that even
that limitation might act psychologically so as to bring the
bonds below par. There is no possibility of these bonds golng
below par.

Now, as to inflating and perpetuating the present national
bank-note system. There is something in the argument which
has been made on that question, This does work a substitution
of Federal reserve bank notes for the present national-bnnk
notes upon the same basis, to the extent that it is within the
discretion of the Federal reserve board if it is thought wise to
do so; but it also leaves it in the discretion of the Federal re-
serve board to force them virtnally to take 3 per cent certifi-
cates or excheguer bills in lien of the 2 per cent bonds.

Mr. WEEKS. Mr. President, I think the Senator from Mis-
sissippi has correctly stated what may happen, provided the
banks remain in the system, but what the Senator from Idaho
asked was what is a bank to do that wants to go out of the
system? What is it going to do then with its bonds? Where
is it going to find a market for its bonds?

Mr, WILLIAMS. That is just what this provides for. Sup-
pose a bank wants to go out of the system, then that bank gives
notice and makes application to the Treasury Department for
the sale of its bonds and for interest. When that takes place,
that bank may pursue that course or it may pursue the other
course of carrying those 2 per cent bonds to the Treasury and
getting, in lieu of them. 3 per cent certificates; or, if it demands
circulation and wants to redeem it in that way and does not
want the 3 per cent certificates, it goes throngh the process de-
scribed in section 18; and in that way it gets out. It can get
out in either one of the two ways.

Mr. NELSON. Will the Senator from Mississippi allow me
to interrupt him, for I know he wants to be correct?

Mr. WILLIAMS. Oh, yes; of course 1 do.

Mr. NELSON. I want to read this part of the bill, and the
Senator will then see that he is in error. It is only the bonds
on t;(lllich there is no outstanding circulation that ean be con-
verted.

Mr. WILLIAMS. I thought I said that.

Mr. NELSON. Commencing with line 15, it is provided:

United States bonds bought by a Federal reserve bank against which
there are no outstanding national-bank notes may be exchanged at
Treasury for one-year gold notes bearing 3 per cent interest.

It is only bonds of that kind that can be exchanged for the 3
per cent gold notes, not those that are the basis of outstanding
circulation.

Mr. WILLIAMS. The Senator is right about that.

Mr. BRANDEGEE. And it is only the reserve banks that
can de it. The member banks have not that option. Under the
bill a member bank can not go to the Treasury and get gold
notes in exchange for its bonds, as the Senator from Mississippl
has sald. It is the reserve bank which has bought the bouds
from a member bank which may go to the Treasury and get the
gold notes.

Mr. NELSON. With the permission of the Senator from Mis-
sissippi, I should like to proceed, but I do not want to take him
off his feet.

Mr, WILLTAMS. I am through.
this matter cleared up.

Mr. NELSON. I want to call the attention of the Senator
from Idaho to a very brief answer to his question, which Is
found in the first three words of this section. If a bank does
not want to go into this system, it does not have to enter it at
all. The section begins with the words “Any member bank.”
A member bank is a bank that takes stock and becomes a part
of the institution. If the bank in Idaho does not go into the
:iy;tem, it is left in the air; it can not come in under this pro-

on.

Mr, BRADY. That is just the point that I was going to
make. I wanted to ascertain what would happen to a bank if it

I was merely trying to get
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decided it did not want to enter the system. Such a bank would
not receive any of the benefits of this legislation.

Mr. NELSON. None of the provisions of this section would
inure to the benefit of that bank, If that bank would not come
into the system, it would have to be extinguished as a national
bank; it would have to forfeit its charter; its assets would be
liquidated in the hands of a receiver, and its bonds would have
to be disposed of like the other assets of the bank.

Mr. BRANDEGEE. Mr, President, I will not interrupt the
Senator if he wants to proceed.

Mr. NELSON. Oh, no; I am quite willing to be interrupted.

Mr. BRANDEGEE. Well, I wanted to call the Senator's at-
tention to page 61 of the print of December 1, from which we
have been reading. Beginning in line 15, it is provided:

United States bonds bought by a Federal reserve bank agalnst which
there are no outstanding national-bank notes may be exchanged at the
Treasury for one-year gold notes bearing 3 per cent interest. In case
of such exchange for one-year notes the reserve bank shall be bound to
pay such notes and to receive in payment thereof new 3 per cent one-
year Treasury gold notes year by year for the perlod of 20 years.

Not being a member of the committee and not having heard
the evidence upon which this provision is based, it is somewhat
blind to me, as I read it, as I have done, in this respect. It
Bays:

In case of such exchange for one-year notes the reserve bank shall be
bound to pay such notes and to recelve in payment thereof new 3 per
cent one-year Treasury gold notes year by year for the period of 20
years.

What does it mean when it provides that the bank “ shall be
bound to pay such notes and to receive in payment thereof ”?

Mr. NELSON. I will explain that to the Senator.

Mr. BRANDEGEE. Does it mean that they are to receive in
lieu thereof-

Mr. NELSON. I think, with all due respect to my friend
from Mississippi, or whoever had a hand in framing the pro-
vision——

Mr. WILLIAMS. T did not draw it.

Mr. NELSON. What I want to say to the Senator is that in
principle it is the same as the Hitcheock bill, only it is not so
clearly expressed, to my mind, as it is in the Hitchcock bill
Let me read the provision of the Hitcheock bill on this point:

The bonds so purchased may be held by such reserve bank and ussd
rm; de osltdwlth its reserve agent as security for the Federal reserve
notes issued-—

This is the language to which I call especial attention—

or they may be exchanfed at the Treasury for one-year Treasury gold
notes bearing 3 per cent interest. In case of such exchange the reserve
bank shall be bound at the option of the United States to renew year
by year for 20 years the 3 per cent gold notes so issued.

That is the provision of the Hitcheock bill. The meaning of
the language which the Senator from Connecticut has read is
practically the same, only I do not think it is expressed so
clearly.

The provision in section 18 of the Owen bill reads:

In casc of such exchange for one-year notes the reserve bank shall
be bound to pay such notes and to receive in payment thereof new 8
ggrgin’;r:_; one-year Treasury gold notes year by year for the perlod of

It is in legal effect the same as the provision of the Hitch-
cock bill.

Mr. WILLIAMS. It is just the difference between the re-
newil of an old note and the issuance of a new note in its stead.

Mr. NELSON. Yes; in its legal effect it is the same, but I
can only say that I prefer the language of the Hitchcock bill.

Mr. WILLIAMS. They do not accomplish the same purpose.
One is the renewal of an old note, carrying it over, and the other
is the substitution of a new one in payment of the old one.

Mr. NELSON. In the case of Government notes they would
not indorse on the one-year note, “ This note is a renewal.”
The Government would probably issue a new note.

Mr. WILLIAMS. It would just continne in existence; but
in this case they are bound to accept in payment of this year's
note a new note of next year.

Mr, NELSON. Yes; in effect the burden upon the banks is
the same.

My, WILLIAMS. It is the same.

Mr. NELSON. There is no distinction in that respect.

Mr. BRANDEGEE. Now, just one more word——

Mr. NELSON. But here is the distinction: This provision
of the Hitchcock bill applies to all bonds. both bonds that are
the basis of circulation and those that are not; while in the
Owen bill it is limited to the bonds on which there is no cir-
culation. That is the distinction.

Mr. BRANDEGEE. And such bonds as have been bought by
a Federal reserve bank.

Mr, NELSON. Yes; but you must consider the sentence
above, which reads:

United States bonds bought by a Federal reserve board against which
there are no outstanding national-bank notes,

Mr. BRANDEGEE. I agree with the Senator entirely. Now,
Mr. President——

Mr. NELSON. There is a radical difference between the two
bills. The Owen bill limits the convertibility into one-year
notes to bonds of the United States for which there is no out-
standing circulation, while the Hitchecock bill makes it apply to
all bonds each year to the extent of 50 per cent of the capital of
the reserve banks.

I do not intend to take the Senator off his feet, but I want to
say in this connection that there are $730,000,000 of 2 per cent
bonds outstanding. I believe that there are bonds deposited for
cireulation amounting to $760,000,000 in round numbers; in
other words, there are bonds to the extent of $30.000,000 out-
side the amount of the 2 per cent bonds that are a basis of cir-
culation; so that in round numbers out of the bonded debt of
the United States $760,000.000, or somewhere near that figure—
I can not be exact to a few thousand dollars—are now in the
Treasury as the basis of national-bank note circulation, and of
that amount $730,000,000 are 2 per cent bonds. Now I yield to
the Senator from Connecticut.

Mr. BRANDEGEE. Mr. President, I read the following pro-
vision from the bill:

In case of such exchange for one-year notes the reserve bank shall be
bound to pay such notes and to receive in payment thereof mnew 3 per
cent one-year Treasury gold notes year by year for the peried of 20
years.

At the end of the 20 years, then, these Treasury notes will
all have become due—that is, year by year, they being one-year
notes—and will be redeemed by the Treasury in gold.

Mr. NELSON. They are redeemed by the Government.

Mr. WILLIAMS. They are finally payable.

Mr. BRANDEGEE. Finally payable, and that ends that
situation.

Mr. NELSON.

Mr. BRANDEGEE. Yes; the time is the same.

Mr. NELSON. 1 will read the provision of the Hitcheock bill :

In case of such exchange the reserve bank shall be bound, at the
option of the United Btates, to renew year by year for 20 years the 3
per cent gold notes so Issued.

Mr. WILLIAMS. And the hope is that a great many of them
will finally be liquidated and will cease to be the basis of circu-
lation.

Mr. NELSON. I ask the attention of my friend from Massa-
chusetts [Mr. WeEks] to what I am about to state, for I am
not entirely sure that I am correct about it. I suppose the
20-year period was put in the bill on the thecry that the 2 per
cent bonds are due in 20 years. Is not that correet? ¥

Mr. WEEKS. It is on the theory that they are due in 20
years; yes.

Mr. NELSON. That is, the Government can pay them at the
end of 20 years. Then the 20-year limitation is put in in both
cases. I want to say, incidentally, that this discussion here is
to me most interesting. It shows the great difference between
a man who has had experience as a banker and a man who
is a farmer and country lawyer like myself. I have to grope
my way as best I can, while the Senator from Massachusetts
[Mr, WeEks], with his great experience and ability as a banker,
can clear up these details much better than I could possibly
do, g0 I am very glad to have him interpose and give us the
benefit of his views.

Mr. WEEKS. Mr. President, T want to say that the Senatfor
from Minnesota greatly deprecintes his own capacity as a clear
expounder of any question which he is discussing.

Mr. GALLINGER. Mr, President, I will venture to suggest
that I have listened to this debate from the beginning fo the
present time, and I think the Senator from Minnesota [Mr.
NersoN] has not *“groped” in vain. He certainly has given
me a great deal of valuable information. However, 1 am con-
stantly reminded of the old maxim, “ When doctors disagree,
who shall decide?” And I find a great deal of difficnlty in
my mind, even up to the present time, in determining which side
is right in this controversy.

Mr. NELSON. Mz, President, I am afraid that in all T have
said here I am like the prophet of old calling in the wilder-
ness—the Democratic wilderness

Mr. WILLIAMS. There is no Democratic wilderness; there
is a Democratic highway.

Mr. NELSON. I do not mean this in any disrespectful sense,
as the Senator from Mississippi will nnderstand.

I will not take up the time of the Senate further on the
questions I have been discussing. I now invite your attention
to the question of bank reserves. T shall go into it in detail,
and it may not be very interesting, but it may give you informa-
tion if you will take the trouble to read it in cold type.

I have already explained the present reserve system of the
national banks. All the pending bills propose to change this

The time is the same as in the Hitchcock bill
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system and to substitute therefor a system fundamentally safer
and better. The Hitchcoek bill, section 20, provides for a re-
serve of 12 per cent on deposits of country banks and 15 per
cent for banks in reserve and central reserve cities. Under the
new system there is no oeccasion for maintaining in the future,
when the plan is consummated, a distinetion between banks in
reserve and central reserve cities, for the banks in eentral re-
g.rve cities will no longer act as reserve agents for banks in
reserve cities. Taking the statement of the Comyfroller of the
Currency for September 10, 1913, as a basis, it appears that the
amount of the net deposits of all country banks was at that
time $3,505,707,487; that the required reserve of 15 per cent
amwounnted to $539.356423. Two-fifths of this amount, or $215,-
742,449, is retnined in the vaults of the country banks, and
three-fifths, or $323,613.613, may be and usuali, is retained in
the banks of the central reserve or reserve cities.

The deposits in banks in reserve cities amounted at the date
aforesaid to $1,881.647,300. Twenty-five per cent of this amonnt
is $470,411.825. and one-half of this, which may be deposited in
banks in central reserve cities, amounts to $235,205,912. The
deposits in banks in central reserve cities at the same time were
$1.610.335,280. Twenty-five per cent of this amounts to $404.-
835,822, The aggregate amount of reserves required of banks
in central reserve and reserve cities under existing law is $875,-
245,645, Under the Hitchecock bill the aggregate amount re-
quired will be $525,147,389. It thus appears that banks in re-
serve and central reserve cities will under the new system be
relieved of $350,008.256 of reserve requirement. The total re-
serve requirement of country banks under the existing system is
$520.356,123, and the total amount of reserve requirement under
the Hitcheock bill will be $431,484 898, thus relieving the coun-
try banks of the reserve requirement of $107,871.225. Under
the Hitchecock bill country banks will be required to maintain
in their own vaults 4 per cent of their deposits instead of 6 per
cent under the old system, and with the reserve banks 4 per cent
of their deposits instead of 9 per cent under the old system,
and of this 4 per cent they may deposit 1 per cent within the
first 6 months, 1 per cent within the next 6 months, 1 per cent
within the next 6 months, and 1 per cent within the next 6
months, thus allowing the transfer to be made in installments
every 6 months until the whele 4 per cent has been deposited,
making 24 months in all; and 4 per cent is optional with the
country banks. They may keep that part either in their own
vaults or with the reserve bank. Banks in reserve cities under
the new system will be required to keep in their own vaults 5
per cent of their deposits instend of 12} per cent under the old
system. and they will be required to deposit with the reserve
banks 6 per cent under the new system instead of 12} under
the old system.

This 6 per eent may be paid in as follows: One per cent
within the first 6 months, 1 ner cent within the next 6 months,
1 per cent within the next 6 months, 1 per eent within the next
6 months, 1 per cent within the next 6 months, and 1 per cent
within the next 6 months, thus allowing the transfer fo be made
in installments every 6 months until the whole 6 per cent has
been deposited, making 36 months in all; and the other 4 per
cent of the required reserve may be, at their option, kept in
their own vaults or with the reserve bank. Banks in cenfral
reserve cities are required to keep in their own vaults under
the new system 5 per cent of their deposits, instead of 25 per
cent under the old system, and they are required to keep with
the reserve bank a reserve of G per cent, payable in instaliments,
as in the ease of banks in reserve cities; and the residue of the
required’ reserve, namely, 4 per cent, they may, at their option,
keep in their own vaults or with the reserve bank. By giving
. such time to the member banks to make their deposits in the

reserve bank it makes the transfer of funds comparatively easy
and will lead to little or no frietion or financial disturbance.
The system of reserves proposed in the Hiteheock bill removes
in the aggregate $457.961,476 of the reserves under the exist-
ing system from the embargo of that systemr and makes the same
available to the member banks for banking and discount pur-
poses, while of the $353.,887,253 of the reserves required to be
deposited with the reserve banks about two-thirds of it, or
$235.918168, is available for discount purposes. It thus ap-
pears that in the aggregate $693,879,644 of the reserves re-
quired under the existing system will be available for discount
purposes to member banks and reserve banks under the new
system.

These figures that I am using are obtained by applying the
rules under the old system and under the Hiteheock bill to the
fignres given by the Comptroller of the Currency in his report
of September 10, 1013, The Glass bill requires a country bank
to maintain a reserve of 12 per cent, § per cent to be kept in iis

own vault and and 5 per cent ultimately in the reserve bank
and 2 per cent optional with the member bank. The bill fur-
ther requires banks in the reserve cities to maintain a perma-
nent reserve equal to 18 per cent, one-half of it to be kept in
their own vanlts, 5 per cent in the reserve bank, and 4 per cent
optional. As to banks in central reserve cities the bill requires
practically the saime reserve as for banks in reserve cities, with
the same option. Under the last edition of the Owen bill coun-
try banks are required to maintain a reserve of 12 per cent upon
their demand liabilities and 5 per cent upon their time deposits,
and of these reserves four-twelfths are to be kept in their own
vaults and five-twelfths, payable in instaliments of one-twelfth
every six months, in the reserve banks, and the residue of (he
required reserve is optional with the member bank. The bill
further requires that banks jn reserve cities shall maintain a
reserve equal to 15 per cent of the amount of their demand iia-
bilities and 5 per eent of their time deposits, and of these re-
serves six-fifieenths are to be kept in their own vaults, and six-
fifteenths, payable in installments, in the reserve bank, and the
balance of the required reserve optional with the banks. I think
I.am stating it correctly. In respect to banks in central reserve
cities the bill requires that such banks maintain a reserve equal
to 18 per cent of their demand liabilities and 5 per cent of their
time deposits, of which six-eighteenths are to be kept in their
own vaults and six-eighteenths, payable in installments, with
the reserve bank, and the residue of the required reserves, at
the option of the wember banks, to be kept in their own vaults
or with the reserve banks.

I call your attention to this:

The: bill further provides that in lieu of cash the Federal re-
gerve bank may accept from the member banks one-half of the
required reserves in commercial paper eligible for discount.

This I regard as a very dangerous innovation. Instead of
depositing the required reserve in cash with the reserve banks,
these different banks are allowed to deposit half of 'the reserves
required in commercial paper.

MrY. POMERENE. Mr. President——

The PRESIDING OFFICER. Does the Senator from Min-
nesota yield to the Senator from Ohio?

Mr. NELSON. Certainly.

Mr. POMERENE. This provision grew out of the feeling
that in making this change it should be as gradual and with
as little disturbance of business as possible. The branch of the
committee of which I have the honor to be a member felt that
if all of the reserves were to be transferred in cash necessarily
the member banks making the deposits would have to make
some arrangement to get eash, and it might be that they would
have to ecall some of their loans in order to meet the ecash
requirements.

In order to avoid the necessity of calling their loans to any
greater degree than we thought advisable, it was provided that
50 per cent of the reserves might be transferred in the form of
eligible commercial paper which could be indorsed and redis-
counted. From the standpoint of the regional banks, we could
see no difference between taking on the one hand 50 per cent
of prime comunercial paper, indorsed and passed upon by the
reserve banks, and the other 50 per cent in eash; and taking,
on the other hand, 100 per cent in cash and perhaps on the
next day rediscounting the paper and turning the eash back to
the banks.

We believed this would aveid any unduee disturbanee svhich
might be incident to the collection of the eash by the member
bank in the first instance, taking it to the reserve bunk, then
rediscounting the paper, and giving it back into the marts of
trade.

Mr. NELSOXN. The reply I have to make to that is, in the
first place, that we have allowed such a length of time to elapse
before the reserves are required to be transferred that It really
will be no burden. In the case of country banks we give 24
months, and in the case of other banks 36 months. The
mobilization of these reserves will not, as the Senator thinks,
lead to a contraction of loang. In my opinion, it will lead to
this: The banks will withdraw the reserves from the places
where they now are, but they will withdraw them very gradu-
ally. Therefore, if you allow that length of time, it seems to
me it will be no burden. Some of the banks may put in com-
mercial paper; most of them, I think, will not in this instance;
so instead of loading up the reserve banks—instead of furnish-
ing them an ample reserve of cash with which to operate—you
tie them up with a certain amount of reserve paper.

You must bear in mind in this connection that under the
bills here—under both your bill and the bill we have reported—
the reserve banks must keep a reserve of these reserves of 333
per cent, and they must keep that reserve in cash. Now,
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assuming that the banks could put in 50 per cent in com-
mercinl paper, the only eash reserve they would have would be
n limited smount. If you should apply the 33 per cent to the
commereinl paper and the 83 per cent to the cash, it would be
equivalent to applying U6 per cent to the cash. It would be
cntting down the cash sbility of the reserve banks to the
amonnt of 66 per cent, and to that extent it would cripple them.

Mr, POMERENE. M. President—

The PRESIDING OFFICER. Does the Senator from Min-
nesota further yield to the Seuator from Ohio?

Mr. NELSON. 1 do.

Mr. POMERENE., It must be borne in mind that it is the
purpose of these banks to pay some dividends, to hnve some
earnings, and this is simply a privilege which is granted to the
membor banks to furnish: 50 per cent in commercinl paper.
They are not obliged to do it, and this applies otly to the pay-
ments during the transition period. For the life of me I am
not nble to see how it Is guing to be dangerous to say to a
member bank., * You can bring $100.000 in cash and deposit it
in the reserve banks to-day and to-morrow rediscount your
paper In the amount of. say. §50.000. or you can bring. in the
first instanee; $50.000 in rediscounted paper and $50.000 in cash.”

If you should require all of It to be in cash, it might be that
the member bink which is seeking to comply with this law
would be compelled to call loans to the extent of $50,000 in
order to meet the ensh requirement.

Mr. NELSON. In the nnture of the case T do not think that
would be so. bt just imagine this case: Suppose all the mem-
ber banks availed themselves of this privilege. You wonld
have the reserve bank starting out with half of its reserves
that are supposed to be for the protection of all the banks,
represented by commercial paper instend of by cash. If our
present reserve system were in that condition—that half of the
reserves were in commercial paper instead of cash—you may
imagine what wounld be the result.

The bank is required. if it issues reserve notes, to keep under
your bill a reserve of 334 per cent; under our bill a reserve
of 45 per cent. In this way you cripple it; you load it up
with commerecial paper, which will not enable it to maintain its
proper reserves.

The bank can not loan out more than two-thirds of its
reserves. It has to keep one-third of its reserves. If half of
its reserves were loaned out, there would be little more to loan
of the reserves: it wonld be equivalent to 66 per cent of the
balance of the reserves: in other words, two-thirds of the
cash reserves,

Suppose one-half of the cash reserves deposited in the regional
banks consisted of commercial paper; the other half of the
reserves, 66 per cent of it—two-thirds of the other half in cash—
would have to remain: and the result would be that you would
have only one-third of 50 per cent that would be availuble.
In that way you would seriously cripple a bank.

Mr. POMEREXNE. Mr. President, it does seem to me, with
all due respect. that the Senator from Minnesota overlooks
this fact: If there is a vneed for a given ameount of currency
in the country. we must get It either from the member bunks
or from the regionul banks. If all of the banks should avail
themselves of this privilege, and fornish 50 per cent in redis-
counted paper, there would be very little necessity for these
banks to go to the regional banks in order to get accommodation.

Mr. NELSOX. Bat suppose they wanted more money?

AMr. POMERENE. Pardon me just a moment. If, however,
there is a need for the cash at the time, and they bring in
all of the reserve reqnirements in cash, it must be Immediately
loaned out by the reserve bank. It seems to me it makes no
difference, except that the member banks in the first instance
must take their money out of the commerce of the eonuntry in
order to place it in the regional reserve banks. and when they
do that fo that extent they are disturbing trade conditions,
unless there is a plethora of money in the country.

Mr. NELSON. The Senantor is mistaken in one thing. They
are not taking the money out of the commerce and trade of the
country; they are taking It out of the reserves of the couniry
which are tied ap. and they are simply transferring the reserves
from one set of bunks to these reserve bunks.

More than fhat, the Senator assumes in his statement that
every time appiication is made fo a reserve bank by a member
bank for accomwmodntion the reserve bank must issue eurrency
That is not the theory at all. ‘T'he theory of this bill is that
when applications are made by a member bank to have its paper
discounted it is the duty of the reserve bank, if it has the cash
on hand, to discount it; and it is only when the member bank
is short of cash and needs carrency that it must apply for
leave to issue reserve notes.

What wou'd the reserve bamks have to loan out if you shonid
eripple them in the first instance? May not the banks want a
great deal move accommodation? May not some bunks want im-
mediately to apply te the reserve bank for accommodation?
May they not bring up paper and say, * We want te disconnt
this piper; we want to secure so much cash or so much bauk
credit ”"? You cripple the reserve banks for the time being; you
cut them off from loanable funds

Mr. POMERENE. There will be less demand for the cash
that Is in the vaults of the regional reserve banks if they can
bring the rediscounted paper. In the statement I made I did
not mean to indieate that eurrency would be issued every time
a member bank might make an applicaution for money. Of
conrse, the new ecurrency. Federal reserve notes, would be
issued only in the event that the reserve bank did not have the
necessary cnsh on khand.

Mr. NELSON. Here you have in one case 24 months and in
the other case 36 months In which to put in these reserves.
If during all that period half of thiese reserves cun consist of
commercial paper of one kind or another—I mean eligible
paper. of course—during all that period you will bave tke bank
crippled to that extent in doing the business for which it was
intended.

Mr. POMERENE. If half the reserves are received by the
Federal reserve bank, it will not be compelled to furnish so
much essh to the member banks.

Mr. NELSON. The Senator is assuming that all the applica-
tions for loans and all the applications for help during that
period would be limited to supplying these reserves. If that
were the case, what be has stated m’ght occur; but. as a matier
of fact, applications undoubtedly will be made during the sea-
sonal demands for carrency. In the fall of every year applica-
tions will be made, or every time the erop-moving serson comes
around, varying with the condition of the conntry. You cripple
the bank to that extent. and drive it to seeking the issue of
currency when it onght not to be driven to it.

The Hitcheock bill provides—and I eall the attention of the
Senator from Vermont [Mr., Pace] to this—tbkat if n State bank
of trust company is required by the laws of its State to keep
its reserves either in its own vaults or with another Rtafe
hank or ftrust company such reserve deposits so kept in such
State bank or trust company shall be construed as thongh they
were reserve deposits in a national bank. The new Owen bill
is substnntinlly the snme with some slight modifications. bnt it
contalns an additional provision wkich seems to me to be of a
very questionable character, namely. in permitting a member
bank te reduce its reserves in the reserve bank by checking
against the same under certnin cireumstances, That is, it can
cut down its reserves by drawing checks ngainst them.

This may lead to undune expansion on the part of a member
bank and unduly diminish the resources of the reserve bunk.
Section 22 of the Hitcheock bill requires n Federal reserve bnnk
to have at all times in Its vaults, in gold certificates or lnwfnl
money, a sum equal to not less than 35 per cent of its net de-
posits In addition to the reserves required for Fedsgral reserve
notes. This reserve. however., may be. in eases of emergency,
reduced fo 25 per cent, but no lower: but in case of a reduction
from 35 per cent to 25 per cent, a gradnated tax as a deterrent
is provided for. In these respects there is a difference between
this bill and the Glass anc Owen bills,

The Glass bill authorizes loans on improved farms. but not
for a longer term than one year. which is of no practieal value,
as farm loans are not made for such a short period. In the
West and Northwest, all through the farming country, T know
of no cases of farm loans, mortgages on farms, that are made for
less than five years. If a farmer is obliged to borrow a small
sum of money for a short time. he goes to the bank and gives
his note. If they are not satisfled with his signature they have
him get a signer, as they call it; or. if not that, they require
him to give a chattel mortgage. Loans on farms are invariably
for five years or over.

Both the Hiteheock and Owen bills authorize loans on im-
proved farms to the extent of &0 per cent of their value. and for
a term of five yenrs. Under the Hitcheock bIll the aggregate
of sneh loans on the part of any hank must not exceed one-third
of its time deposits. while under the Owen bill they must not
exceed 25 per cent of the eapital and surplus of a bunk.

It seems to me that the provision of the H'tcheock bill in this
respect is much more elastic und favorable than the Owen bill.
The capital of the small country banks is not nsually very large
and their surplus is as a role quite small, while their time de-
posits are ahways considernble, and inasmuch as they nsually
draw Interest they are of a permanent and relinble charneter and
make them a safe basis for the limit preseribed for farm loans.
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In this connection I call attention tfo one provision in this
section relating to farm loans. That was inserted at my in-
stance. Weall know out West that national banks have been for
years accustomed to receive time deposits, practically doing a
savings-bank business., They receive deposits from farmers and
pay interest on them, usually in the form of certificates. Some
are in the form of bank books, but generally they are time cer-
tificates. I know in the little town in which I live where we
have three banks, which are comparatively small compared with
the big city banks, while the deposits of those three banks run
from $1,000,000 up to $1,200,000, on an average, more than two-
thirds of them—I might almost say three-fourths of them—are
the deposits of farmers, and they are time deposits. The banks
issue certificates. Usually they do not pay any interest unless
the money is left for six months. It is customary if it is left
for six months to pay 8 per cent, and if left for one year 4 per
cent. The great portion of their deposits are of that permanent
charaeter.

Some question has arisen from time to time, but it has never
been directly ruled upon so far as I know, or in a mandatory
way, as to whether the national banks have the right to accept
time loans or pay interest on deposits. To cover that question
and make it safe, I had this language inserted in this provision,
and I ecall the attention of the Senator from Ohio [Mr. Pox-
ERENE] to it, who does me the honor of listening to me.

That deposits in national banks, payable more than 30 days after
they are made, shall be known as time deposits, and—

I call the Senator’s attention to this language—
such banks may continue hereafter, as heretofore, to receive time de-
. posits and to pay interest on the same,

I think that it is very important to save all questions that
might be raised, and inasmuch as gentlemen on the side of the
Senator from Ohio are in control of the situation, I would sug-
gest to him that he incorporate that provision in the paragraph.

Mr. POMERENE., It is practically placing in a mandatory
form what has been the practice.

Mr. NELSON. Exactly; it is legalizing it.
tor will see to it that the change is made.

The Hitcheock and new Owen bill both provide that national
banks may establish foreign branches. The Hitcheock bill re-
quires that the capital of a foreign branch shall be $5,000,000,
while the Owen bill requires only $1,000,000. In the opinion of
our section of the committee, a branch bank in a foreign coun-
try, where most of their banks have large capitals and sur-
pluses, would eut a sorry figure and accomplish little with so
small a capital as $1,000,000; that in order that such a branch
bank may be of any service to our banks in this country it
ought to be of sufficient size and capitalization to be able to
compete, at least for our own business, with the big banks of
the foreign countries on equal terms.

Now, Mr. President, I have gone over in detail the very im-
nortant paragraphs of the bill for the purpose of showing what
the Glass bill is, what the Owen bill is, and what the Hitchcock
bill is, and I have pointed out what I consider to be the virtue
and good qualities of the Hiteheock bill over and above the
Owen bill and the Glass bill.

To summarize briefly what I have thus deseribed in some
detail, it will appear that in the following particulars the
Hitcheoek bill is more efficient and more effective in accomplish-
ing what ought fo be the ultimate purpose and object of such
legislation, namely :

First. In the number of reserve banks and the capital re-
quired for such banks.

Second. In the matter of stock subseription and its payment,

Third. In the matter of the appointment of the board of
directors of the reserve bamks and the Government control
through the same.

Fourth. In regard to the distribution of the earnings of the
reserve banks,

Fifth. In regard to the make-up, number, term of office,
salary, and powers of the reserve board.

Sixth. In regard to the deposit of Government funds.

Seventh. In regard to the system of bank reserves; and

Eighth. Finally, in the most important matter of all, the
issue, the cireunlation, and the prompt redemption of the re-
serve notes to be issued under the new system.

One of the chief ends sought is to gathers.up, to concentrate,
and to utilize where most needed the mandatory and other re-
serves of the member banks. As these banks gather up, con-
centrate, and utilize the funds and credits of their depositors,
g0 the reserve banks must build up a volume of available
credits from the resources—the reserves—of the member banks.
And the greater the concentration of such reserves, the less
they are dissipated and scattered,-the more valuable and effec-
tive the system will prove to be, especially in great emergencies,

I trust the Sena-

We are in effect establishing a central bank here at Washington
under the domination of the reserve board, with 4, 8, or 12
branches, with the capital and reserves in these branches, to be
ultimately handled and marshaled by the ecentral authority
that has no funds under its keeping or direct disposal, but
must in case of emergency order one branch to help another
branch. It is like a general fighting a big battle with 8 or 12
corps on the fighting line without a single central reserve to
draw from in case of undue and dangerous pressure on any
part of his line of battle. In such a case he must constantly
feed the most threatened part of his line from those parts of
the line that he deems for the time being to be less threatened,
thus weakening one part of his line for the purpose of strength-
ening another part of his line,

A general relying on such a system of reserves is not a first-
class general and runs a great risk in the hour of combat. And
so while in normal times one reserve bank may well rely for
help on another bank, through the order of the reserve hoard,
yet in the midst of acute money stringency, or in the face of an
impending panic or run, when the conflagration is likely to
break out and spread with the force and speed of a great prairie
fire, the hasty transfer of funds from one reserve bank to an-
other will be most difficult and hazardous in the extreme, for
the bank drawn upon may at any moment be exposed to the con-
flagration and need all of its resources at home. It is moreover
to be noted that each reserve bank will naturally be governed
as to the volume of credits it grants by the volume of its own
resources, and that it will not, exeept remotely, be governed in
its operations by the operations of the other reserve banks.
The presumption is that each reserve bank will ordinarily grant
all the credit it can, all that its own resources can well carry.
It is also to be further noted that there is lurking in the system
a temptation to the negligent management of a reserve bank to
unduly expand its own credits for the reason that in case of
stress it ean look for help to other banks of the system. But I
will not dwell any further on these and other drawbacks of the
system, It is sufficient for me to say at this moment that all
these drawbacks and all other risks incident to a scattered sys-
tem of reserve banks can be obviated and eliminated only by the
establishment of a strong Government-controlled central bank,
which because of party platforms and purely political ‘consid-
erations is not to be vouchsafed to us at this time.

I hope the Senator from Mississippi [Mr. Witpiams] will
take this to heart.

No less important than husbanding and utilizing the re-
serves is the securing of a paper currency responsive to the
commercial and industrial needs of our country and as good ans
gold in the hands of the holder. A currency based upon and
measured by first-class short-time commercial paper, growing
out of the daily transactions of trade and commerce, and not
out of speculative and promoting ventures, is the determining
factor of the desired elasticity. The volume of such currency
will in the nature of the case be governed by the ebb and flow
of trade and commerce, the only self-regulating factor; and the
requirement of a gold reserve of 45 per cent, as proposed by the
Hitcheock bill, will not only make such currency safe, but it
will also act as a deterrent to undue expansion, for the gold
reserve must be secured as well as the commercial paper before
the reserve notes can issue. A reserve bank can give book
credit and note eredit. I refer to our bill. Its book credit is
backed by a reserve of 35 per cent, while its note credit is
backed by a gold reserve of 45 per cent. And this ample gold
reserve, a8 the experience of the other great couniries of the
world teaches us, will at all times check undue expansion of note
credit. And this lesson comes to us not only from abroad, but
our own experience, under the obsolete State bank systems,
affords us ample evidence of the danger that flows from the
issue of paper currency without ample gold reserve. It is also
to be observed that a strong central bank is much better
equipped for securing and maintaining an ample gold reserve
by its control of discounts than a system of scattered reserve
banks; but while this is so, we can, however, congratulate our-
selves that the reserve notes that are to be issued under the
proposed system will undoubtedly be as safe in the hands of the
holders as our existing national-bank notes, so that while we
have sought for and, in a measnre, secured elasticity we have
not sacrificed soundness and safety.

Thé PRESIDING OFFICER (Mr. ToorxtoN in the chair).
The question is on the amendment of the Senator from Okla-
homa [Mr. OweN].

Mr, BRISTOW. Mr. President, T suggest the absence of a

quorum.

The PRESIDING OFFICER. The Senator from Kansas sug-
zests the absence of a quorum, and the Secretary will eall the
roll. :
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The Seeretary called the roll, and the following Senators an-
swered to their names:

Bacon Gofr Overman Smoot
Borah Gore Page Etrphenson
Brady Hiteheock Perking Stone
Brandegee Hollis Tittman Butherland
ristow Hughes I’oindexter Thompson
Bryan James Pomerene Thornton
Burton Johnson Reed Tillman
Chilion Kern Robinson Townsend
Clap Lana Faulshury YVardaman
Cla rE, Wyo Lea Shafrath Walsh
Clarke, Ark. Lewis Sheppard Warren
Crawford Liponitt Sherman Weeks
Commins MeLean Shields “'iliisms
Dillingham Miartine, N. I, Shively Works
dn:Pont Nelaon Simmons
IFletcher Norrig Smith, Md.
Gallinger O'Gorman Smith, 8, C.

The PRESIDING OFFICER. Sixty-four Senators have an-
swered to their names. A quorum of the Senate is present.

Mr. OWEN. I observe thut, although 1 was in the Senate
Chamber. I neglected to answer to my nime on the call.

The PRESIDING OFFICER. Dees the Senator from Okla-
homa ask permission that his name be added?

Mr. OWEN. No: I do not.

Mr. BURTON. Mr. President, T desire to give notice that to-
morrow at the close of the rouftine morning business 1 shall
seek to address the Sennte on the question of reglonal banks
versus a cenirn! institution.

Mr. CRAWFORD, Mr. President. last night at the close of
the evening session I was making some observations on the
pending bill. I wish to occupy the attention of the Sennte a
short time only in continning the line of discussion in which I
was engaged when the Senate adjourned.

I was discussing the question of the ownership of the stock
in these reseive banks and the provision In the bill which
coerces national banks into taking the stock or snffeting the
penalty of giving np their charter and going out of business.
I ehallenged Senator: to point to a single provision anywhere in
the existing banking systems of the world a3 a parallel for this
coercive feature of the pending bill, and 1 insist that no such
precedent con be cited.

Mr. President, if it appenared that the prineipal and essential
purpose for which this lnw is to be enacted would fail in the
absence of this drastic coercive fenture, there mighkt be some
justifieation for it; but it does not seem to wme that there is any-
thing in the situation which sustains the contention that the
purposes sought to be attained by this legisiation would fail
if the matter of subseribing and owning the shares in these
banks was made optionsl so fur as the national bunks of the
country are concerned. jubt as it is optional so far as Stale
banks and trust companies are concerned. and if the publie
were to have the privilege of subseribing for this stock as well
as the banks.

I have here a stntement by one of the experts who come
before the committes, a very compelent gentleman, disinter-
ested, as I understond it. not himself engnged In the banking
bisiness, and therefore not speaking from the standpoint of
seif-interest at all. Mr. Conant come before the committee sev-
ernl times and placed his valuable services at the disposal of
each of the fuctions of the committee which have made reports
here, and his opinions were highly respected. In his testimony,
discussing the particulur feature to which I am addressing my-
zelf, he sald:

1 nm opposed to the present draft of the blll In compelling national
hanks te enter the system or dissolving their charters within one year.
1 think it is not In accordance with the conservatism of Anglo-Saxon
laws. I understand It 18 legal—that the GGovernment has reserved the
right to modify or revoke charters. But In Marsachusetts, of which
State I am a native, and of which State I am pronder at fthe moment
than that in which [ now llve, the law which authorizes the legisluture
to inndify or annul charters is supposed to be invoked only In case of
gross laches on the part of a corporation, or to make some trifling
ameadment, The proposition that a corporation which has a charter for
20 years, and in which shareholders bave Invested thelr capital, believ-
ing it woutd be a good investment. within ope year should be compeiled
to accept provisions which it n?lprars are objectionabe to mauy of them,
or be dissolved, I think Is drastic and un-American. That does not nec-
essnrlly 1mply that the bill ean not be earrled out with some modifica-
tiens.

Mr. Conant expresses confidence that th's enforced subserip-
tion of stock is not necessary to the successful operation of the
law, and that it can be put inte operation just as well through
subseription extended to the public as by confining that sub-
seription and ownership to the banks themselves. He says:

This whole bill Is largely an experiment. There s nobody who ean pre-
dict how It Is poing te work. We can not prediet whether the present
banks are going to tumble over sach other to get into the system or stay
out. It would & very unfortunate experience if three-fourths of them
sbould stay out., DPerhapa you can do it, provided that your big institu-
tions in the reserve cities and the central reserve clties shall be brought
in by persuasion or perhaps by a certain amount of compulsion, although
1 do not believe much in compulsion In Anancial matters, If you have

a means of providing banking capital in your reserve centers, the
system will zo along Just as well wit"ont the emaller banks. [f you can
sell your capital to private sbareholders, with a 5 per cent interest
with a reasonahle expectation of making 5 per cent oo the investment
I think you would have no difficulty In selling . Then you would be
able to start t“e system on n sound going footing, and the question
whetter other banks should come in would be left to subseguent develop-

ments.

Now, Mr. President. juct fook at this proposition squarely for
a moment nand see if the stutement of Mr. Conant does not
meet your own view of fairness and justice in harmonizing this
legisluition with the common rights of tha average citizen of
these United States and with the rights of stockbolders who
bold stock In a small natlonnl bank of only $25.000 eapital or
$30.000 capital: and, as I reealt it, over one-half of the seven
thousand and odd national banks in the United States ure banks
with a capital of $50,000 and $25.000.

Those are the small banks. serving country constituencies,
not engaged in the large financial operations of the country. but
serving effectivaly and well small communities in small towns
and In country villages. The stockholders of those banks us
individuals have noth'ng to siy about whether or not they shall
tuke this steck. They have the snme standing and no more as
other individuals in those ¢ommunities who have no stock in
those banks.

My friend from Missourl [Mr. Rleep] last night intimated,
when he interrupted me. that beeause these banks ure seattered
all over the country and thair stockholders are men engaged in
the ordinary vocations In those various communities, to require
the binks in which they bave shares to come into this system and
to take this stock is. in effect. requiring the public to take this
stock. That Is far-fetched. It is not a correct stntement at all

This bill is not dealing with theose stockholders, it is not
recognizing those stockholders, it is not recognizing any right
on their part to ownership of the banks we are creating, but it
is dealing with the corporate entity which we enll a national
bank or national banking associntiou; it is dealing with it in
its essence as an incorporated bank. It is not recognizing in
any sense the stockholders who nmiay have a share in it. It is
saying to that corporate entity called a national banking asso-
ciation, * You. and you alone, are reguired to subscribe for this
stock, and you refuse to subscribe to it at the risk of giving up
your existence.” In principle it is the same as if this law,
instend of saying it to this corporate eutity which you a'e
recognizing bere #s n national bauk, were to say to the stock-
holder engnged in his ordinary pursnits, *“ We reqnire youn to
srbseribe stock to this enterprise, or we prohibit yon from con-
tinuing to earry on your business.” That is not literally a eor-
rect statement of the situation, I admit, becanse this is a bank
with a charter received ‘rom the Government, granted to it
by an act of Congress, whi'e the individual stockholder, as an
individnal, is engaged in the prosecution of his individun] and
private pursnits. I do not mean that it is parallel and identi-
cal, but T say that the consequences, the penaity visited upon
this bank becnuse it refuses to take this stock, is a pennlty
which. in effect, puts that bank ont of business, just as the Gov-
ernment m’ght put the individual out of business.

Mr. REED. Mr President

The PRESIDING OFFICER. Does the Senator from South
Dakota yield to the Senantor from Missouri?

Mr. CRAWIFORD. I do.

Mr. REED. 1 undertook to interrogate the Senator from
South Dakota last evening. but he was too busy to permit me to
conclude what T wanted to ssk him.

Mr. CRAWFORD. But the Senntor will remember that it
was pretty late,

Mr. REED. Yes; I recall that It was Iate, and. of course. the
Sennfor is not obliged to break in on his disconrse. 1 shonld
like, if the Senator now has a disposition to yield to me for
that purpose, to agk him one or two questions in order to elicit
his views.

The Senator speaks of a distinetion between requiring the
stockholder of a national bank or permitting the stockholder of
a national bank to take the stoek in the regional bank and re-
quiring the bank as a corporate entity to make sveh subseription,
Does the Senator think that that is a substantial difference as
a practical question?

I mean that if a thousand men own the stock of a bank, they
own the bank; they own the corpor:ation. If it wouald be fair
amd proper to require the stockholders. as such. to subseribe for
an additional share of stock each. would there be any difference
in the practical effect worked out under that kind of require-
ment and requiring the corporate entity itself to subscribe for
an equal amount of stock?

Mr. CRAWFORD. I do not see that there would, and T
should be opposed to a law which would undertake to coerce the
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individual stockholder against his will into subseribing for an
additional share of stock, holding before him the penalty that
unless he did so he could no longer transact business, as un-
American and against the spirit of Anglo-8axon civilization, just
as strenuously; and more so, indeed, than I would urge it
against the entity you call the national banking corporation.

Mr. REED. I may have misunderstood the Senator, but I
understood him to be making that very distinction.

Mr. CRAWFORD. Not in that way; far from it

Mr. REED. And if he was making that distinetion, I wanted
to ascertain whether he thought there was any real difference
between the two plans. That brings us to this

Mr. CRAWFORD. Let me make myself clear there.

Mr. REED. Certainly.

My, CRAWFORD. It would add to the repugnance and the
revulsion I have for the enforcement of such a principle if it
were applied to the individual stockholders beyond what I
now hold against it as applied to a banking corporation.

Mr, REED. Now, may I not be permitted to ask one or two
further questions? Does the Senator think that a bank should
so manage its business affairs that it can not pay to its depos-
jtors on demand the money they have turned over to it?

Mr. CRAWFORD. I entirely justify the purposes of the bill,
which are to make the banks more efficient and more able to
meet such demands as the Senator refers to; and my contention
is that those features of the bill can remain operative and in
full force and effect and be executed with free ownership and
the right of public subscription to the stock as well as if it is
confined, as proposed here, to coercive subseription by the banks.

Mr. REED. Of course, Mr, President, I am trespassing on
the Senator’s time, and——

Mr. CRAWFORD. I am perfectly willing to yield.

Mr. REED. And I have no right to indicate to him the
character of answer he ought to make, but the question I asked
was merely preliminary.

Mr. CRAWFORD. My answer is affirmative, if the Senator
prefers to have it that way for the purpose of asking another
question.

Mr. REED. If it be true that it is the duty of a bank to
always hold itself in a position to respond to the legal demands
of its depositors, then I ask the Senator if it is not the duty of
the lawmaking power to preseribe regulations which will, so
far as possible, compel a bank to maintain itself in a position to
respond to the demands which the Senator says it ought to
respond to?

Mr. CRAWFORD. T cordially agree with that statement.

Mr. REED. The Senator, then, will agree with me that Con-
gress has the right to require the banks to keep in their vaults
enough reserves to be able to respond to every demand, will he
not?

Mr. CRAWFORD. That is making it pretty broad, because
that might be consirued as requiring them to keep in their
vaults practically all the money they have.

Mr, REED. I am talking about the right of Congress as a
legal proposition, not as a guestion of accommodating the banks.
The Senator has already said that the banks ought to maintain
themselves in a position where they can respond to every de-
mand. If they ought to so maintain themselves, then Congress
ought to command them to so maintain themselves, should it
not?

Mr. CRAWEFORD, Well, I do not want to make a statement
s0 broad that it would imply that the Government could create
a bank, induce and encourage men to subscribe to its stock
and to invest their capital in the stock for the purpose of
carrying on business, and then turn around and practically
paralyze it; for instance, with the declared purpose of making
it safe, going so far in that direction that it would prevent it
from doing business at all. I think the exercise of power to
g0 great an extent swould be an abuse, 1 do not know how far
the Senator from Missouri means to go.

Mr. REED. I am not talking about the Government going
to the extent of doing anything which would be merely destrue-
tive; I am talking about the duty of the Government to compel
banks to maintain themselves in a position where they can
respond to just demands, which the Senator has already said
they should always be prepared to respond to.

AMr., CRAWFORD. All reasonable regulations of the law
with that object in view are certainly within the scope of con-
gressional authority and are sound in principle.

Mr. REED. Now, Mr. President, if that is true, the Govern-
ment clearly has the right to require the banks to maintain
larger reserves than they now maintain. That is true, is it not?

“Mr. CRAWFORD. To maintain larger reserves, or they can
change the method of managing and holding the reserves so

that they will be more efficient; for instance, by mobilizing
them, by having a common reservoir for them, and perhaps by
reducing the amounts required, because rendering the reserves
more effective, more mobile, would make it possible to reduce
the aggregate amount held by each bank.

Mr. REED. But the Senator is doing more than answering
my question. He does concede that the Government has the
right, in the interest of the safety of depositors and in order
that the banks may be compelled to always stand able to meet
Just demands, to increase the amount of reserves or to require
the reserves to be held in a certain plnce other than they are
now held, which, of course, concedes that feature of the bill
which requires the reserves to be placed in regional banks.
thhir. CRAWFORD. Very well; I am not finding fault with

at.

Mr. REED. Very well. Then the complaint of the Senator
is reduced down to the question of a contribution to the capital
stock of the institution which is created for the benefit of the
banks in order to enable the banks to mobilize their reserves
and to use their reserves for their own benefit; in other words,
the Senator's complaint is that, in endeavoring to relieve the
banks, in endeavoring to create a greater efficiency for the banks,
in endeavoring to furnish them facilities by which they can
utilize reserves which now must lie dead or dormant, the Gov-
ernment proposes to be guilty of the heinous offense of asking
the banks fo contribute 6 per cent of their capital and their
surplus to the creation of a reservoir that is bullt for their
benefit and the benefit of nobody else. Does the Senator think
there is any outrage or wrong in that?

Mr. CRAWFORD. Mr, President, the Senator with his usual
strength and power and, I must confess, with the ingenuity
with which he is gifted, makes a statement from his viewpoint,
but I decline to adopt it—I am addressing myself now to his
last sentences—as a correct statement of this particular propo-
sition.

Mr. President, the question of requiring banks to keep re-
serves and hold them, either in their own vaults at all times as
a protection to their own groups of depositors or giving them
the option either to hold reserves in thelr own bauks or carry
a portion of them in certain other banks in reserve cities or
in central reserve cities or in reserve banks, is not a question In
which the banks alone have an interest.

Mr. REED. No.

Mr. CRAWFORD. It is a question in which the entire coun-
try has an interest; it is a question in which every person who
may have business in any of the banks has a very lively inter-
est; it is a question in which the entire fabric of business
throughout the United States stands in a relation of very great
dependence ; and it is upon the broadest grounds of public policy,
and to promote public welfare, that legislation of this sort is
proposed. It is not a question of simply levying a tax or an
assessmen{ upon a particular line of business in order to capi-
talize the reserve banks, and it is not fair to undertake to con-
fine it to a limif of that kind. The bill which I am eriticizing
in that respect does not propose to do that, becauss it under-
takes to guarantee that, if the business will justify, it will pay
to the banks subscribing to the stock of the reserve banks divi-
dends at 5 per cent.

Mr. REED. Mr. President, the public is interested in the
banks not going down. Nobody said they were not. Of course,
all business depends upon the banks remaining stable, because
we do business through them. Nobody has denied that. What I
have said is that the primary obligation is upon the banks, and
that this bill is primarily intended to make the banking system
more capable of performing its functions, to protect it from dis-
asters that now threaten it, to enable the bankers to use reserves
they can not now properly use; and that, therefore, the direct
benefit, the immediate benefit, comes to the banks.

Now, Mr. President, if the Senator will pardon me, does he
think that the banks are taking any chances of losing the eapi-
tal they put into the regional banks?

Mr, CRAWFORD. I am not discussing the question from
that standpoint at all. The Senator is anticipating. Ie is ask=
ing questions along a certain line before I have developed my
thought. I refuse to place the proposed organization of the re-
serve banks and the mobilization of reserves, the establishment
of these reservoirs, upon the narrow ground that we are simply
providing for the creation of a bank for banks. We have heard
it over and over again here that the new system is simply to
provide a bank for banks. It ought to be something more than
a bank for banks, and that is why I am ecriticizing it.

Mr. REED. That hardly answers my question, which was,
whether the Senator thought that the bankers and the banks
were taking any great chance of loging the amount of money
which they may contribute to the stock of the reserve banks?
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Mr. CRAWFORD, I have made no such statement and I
make no such contention. I do not contend that this is an un-
gafe investment for the banks. I think it is very probable that
it will be a good investment; that it will earn money; and,
therefore, I maintain that it should not be an exclusive privi-
lege enjoyed only by the banks.

Mr. REED. Mr, President, if it is almest certain to make
money, if it is o fine an investment that the banks onght not to
be permitted fto have it exclusively, then what becomes of the
Senator's argument that we are perpetrating an outrage upon
the banks when we compel them to make an investment which
is so good that it is an outrage to refuse to the general publie
o chanee to participate in it?

Mr. CRAWFORI). Mr. President, my objection to the prin-
ciple underlying this feature of the bill is not weakeuned one par-
ticle, whether you take the view that it is going to be a losing
investment or whether you take the view that it is going to be
a profitable investment. The prineiple is just the same in each
case. If the Government of the United States comes to me and
undertokes to say that I must invest my money in the stock of
the Chicago & North Western Railway Co., and that if I do not
do so within a period of one year the strong arm of the Gov-
ernment will compel me to abandon the prosecution of the busi-
ness in which I am engaged, it does not change the dangerous
character of that prineciple, whether they can convince me that
upon my investment in the stock of the Chieago & North Western
Railway Co. I weuld receive a dividend of 50 per cent per an-
num or whether I could convince them that I should lose every
dollar that I put into it. The principle is the same in either

cage.
AMr. REED. But, Mr. President, the Senator entirely misses
the point. Ncbody proposes to say to a private citizen, * You

shall make an investment ”; nobody proposes to say to a bank,
“You shall make an investment.” What it is proposed to do
is to say to the banks, * You shall make yourselyes safe; this
is the means provided; and if you do not take it and thus place
yourselves in a position to respond to your legal llabilities, then
you must go out of business.” I now want to apply the Sen-
ator's own illustration

Mr. CRAWFORD, Mr. President, if the Senator will permit
me——

Mr. REED. If the Milwaukee road

Mr. CRAWFORD. Mr, President

Mr. REED. Let me finish.

Mr. CRAWFORD. I want to—

Mr. REED. Let me finish this statement.

My, CRAWFORD. The Senator knows that I have the kind-
liest feelings toward him, and all that, but does the Senator
think it is quite fair to my argument, before I have fairly
started, to put in all this time, going from one gquestion to an-
other and from that to another, until I have practically been
carried far afield and broken the continuity of my argument?
I say that now, so that the Senator will have some consideration
for my desire to present my thoughts in a somewhat connected
manner,

My. REED. I want imerely to finish this statement, and I
will not further interrupt the Senator, because 1 think he has
been very patlent and very gracious.

I want to apply his Milwaukee railroid illustration as it
ought to be applied. ‘''he Government has no right to say to the
Senator, or to any other citizen, “ You must buy the stock of
the Chieago, Milwaukee & St. Paul Railroad. If it were to
undertake to do so, it would violate the fundamentals of our
Constitution; but the Government has the right to say to the
Chicago, Milwaukee & St. Paul Railroad, “ It is your duty to
provide reasonably safe appliances and reasonably safe tracks
over which to carry the citizens of the country; if you have a
bridge over a stream in a dangerous condition, you shall repair
that bridge or you shall quit business.” )

That is a parallel to this thing. The Government has no right
to say to the private citizen: “ You shall subscribe to the stock
of a bank.” The Government has no right to say to a bank:
“You shall subscribe to the stock of another bank.” The Gov-
ernment has, however, the right to say to a bank: * You are in a
dangerous position, and here is a remedy we propose. You must
accept that remedy and put yourself in a safe position, or we
will no longer permit you to exist, because you are not capable
of fulfilling the functions you undertook to fulfill and for which
we chartered you.”

That is all there is of this cry of “outrage™ and “ wrong.”
Instead of the banks complaining because they are required to
contribute to this system, they ought rather to regard it as a
legislative beneficence which is proposed; for we intend, under
this bill, to make their reserves liquid, to permit them to re-
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borrow those reserves, and thus have the benefit of them, On
top of that, we propose——

Mr. CRAWFORD. Mr. President——

Mr. REED. We propoge under this system to issue the money
of the Government, and give it to these banks——

Mr. CRAWFORD. Mr, President——

Mr. REED. Just a moment.

Mr. CRAWFORD. I yielded to the Senator to ask me a
question, not to make a long argument.

Mr. REED. When banks, under that sort of proposition,
complain becanse they are required to put up 3 per cent of their
capital and surplus, upon which they get praectically 73 per cent
return, it is a poor pesition for banks to take, and it is a poor
position for their special pleaders to occupy. g

Mr. CRAWFORD. Is the Senator asking me a question? I
failed to get it, if he was asking a question in that speech.

Mr. REED. I said I would not say anything more, so I shall
have to sit down.

Mr. CRAWFORD. Mr. President, it becomes a habit, in
undertaking to meet arguments upon the floor of the SBenate,
by some sort of innuendo to attempt to put the person presenting
the argument into the attitude of being a special pleader, inter-
ested in a special way, for the purpose of weakening in advance
the things he desires to say.

My opposition to the coercive feature of the bill does not rest
upon any concern for the banks. They probably wiil take care
of themselves. It is a protest against fhe application of a
principle which I believe to be unjust; unjust if it related to
a stockholder, unjust if it related to an individual citizen any-
where, and in the same way, no more and no less, unjust to this
entity you call a banking corporation.

I maintain that the capital it is sought to create in these
reserve banks to enable them to hold reserves, to receive de-
posits, and to issue reserve notes, can be secured, and that this
system can be erected and made successful without this coercive
feature in the law. It is equally vicious whether the invest-
ment in the stock by these banks results in great gain and profit
to them or whether the investment results in material loss to
them, and to their disadvantage. It makes no difference which
result follows. If the investment is a profitable one, if it is one
upon which they are to reap great advantage and the ownership
of the stock is confined to them, then yon are conferring upon
them a special privilege, and you are denying that privilege to
all the rest of the universal society under this Government. Is
that right?

Suppose I have $5,000 which T am anxious to invest, and I
think this stock in a Federal reserve bank is a good invest-
ment; that I am perfectly willing to take 5 per cent dividends
on my investment; that I am anxious to take that stock. Is it
fair or just to say to me, “ You are not recognized; you have
no rights; we refuse to take your money; we refuse to permit
you to invest in it; this privilege is to be conferred only upon
banks "?

Why should it be confined to and conferred only upon banks,
if it is a profitable Investment? The people of the United
States who have their funds husbanded are anxious to invest
them. They are glad to get securities that are backed by the
Government of the United States. They want municipal bonds
or State bonds or Government bonds—securities of that kind—
because they believe in them, because they think they are safe,
becanse they are good investments. 3

I believe this stock will be a good investment for those who
are satisfied with 5 per cent dividends. Why should the law
be so framed as to exclude Smith, Brown, Jones, and Robinson
from subscribing to the stock, and confer that right only upon
banks?

If you take the other view of the matter, if it is to be a lasing
investment, it is just as vicious and just as bad. Suppose we
assume that it will not pay the 5 per cent dividends; that the
dividends may be passed one year after another; that the
reserve banks will be a disappointment. Suppose we assume
that they bave not found avenues in which to invest the vast
deposits they are holding. They are confined to dealing with
banks, and can not deal with the public. They have not been
able to earn the dividends; the investment has lain idle, and
brought back nothing, and the certificates issued for the stock
have depreciated until they can not be sold at par. Suppose
we assume that they have gone down to 75 per cent or 50 per
cent. Then you have coerced the little bank out in the coun-
try, with $25,000 capital, into making an investment against
its will, against its judgment, and you have put upen it that
loss.

The rule is just as vicious in one case as it is in the other. I
am insisting that whether the Government, as a matter of law,
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has the arbitrary power to cempel this thing or not, it ought
not to do it; that it is un-American to do it; that it is against
the spirit of freedom in investing one’s own means and is not
ealled for here. That is not necessary. There is no precedent
found for it anywhere.

I desire now to call attentlon to the situation with reference
to the matter of ownership of the great European banks. I eall
attention to a statement made by the very able and competent
gentleman who was employed by the committee of the House of
Representatives when it made its investigation of the Money
Trust—a gentleman who enjoyed the complete confidence of the
committee, so that Ifs members never asked witnesses a ques-
tion. This gentleman asked all of the questions. He assumed
control of the entire course of the examination from beginning

‘to the end, and it was extended over many months, His wide
experience in the ecity of New York, his familiar acquaintance
with all of these abuses in banking circles and in the great com-
binations of the country, especially fitted him for the service
he was employed to render and did render. I am speaking of
Mr. Untormyer.

I wish to eall attention to what be says in an article contrib-
uted to a magezine after these hearings were all concluded and
the report made, which I have no doubt in a large measure was
prepared by him. It is an article which he contributed to the
public for the information of the American people after the
Glass bill had been introduced in the House, after the distin-
guished chairman of the Commiftee on Banking and Currency
of the Senate had offered his bill here, and when the merits of
the two bills were belng discussed in the other branch of Con-
gress and by the public generally.

Mr. Unterinyer, in this article in the North Ameriean Reviesw,
published in October last, says:

As 1 read the bill, the reserve banks are not allowed to take private
deposits nor to buy, sell, discount, or rediscount domestic bills or notes
in the open market or by any mceans cxce?t for or through the membes
banks. In that way all !mlithy competition In the discount market is
strangled, and the only effective way of keeping down the rate is pre-
vented, If we ever hope to establish a discount market, the bill must
be amended in the latter particular,

He goes on and discusses these foreign banks and the owner-
ship of their stock, He says:

In England, Frapce, Germany, and other countrles the central or
Government banks tako private deposits and buy paper directly in the
n‘wu market In competition with the private banks, bankers, and in-
dividuals who are their customers and for whom they vediscount. In
this way the private discount rate is regulated.

in 1006 the Reichsbank had 70,000 depositors, of which only 2,500
were banks. There were 26,000 merchants, 9,500 farmers, 22,000 in-
dustrial companies, The first deposit must amount to not less than
150 marks ($:37). and the account is not allowed to go below 50 marks
($12.25), but the smallest deposit entry allowed ls 2} cents.

That is the kind of bank this great German Imperinl Bank is.
He goes on and says:

In the same way the banks of France, England, and other countries
have vast numbers of depositors, of which only a small proportion
are banks. All the Furopean Government and quasi-Government banks
compete with the private institutions both in the taking of deposits
and In the purchase and discount of commercial paper, except that they
ullow no interest on deposits,

He goes on further in regard to the ownership of these banks:

The Bank of England has 145,530 shares scattered among 11,980
individual shareholders, or an average holding of less than 12} shares
each, FEach owner of 500 shares or over has but one vote regardless
of the ameount held.

The Bank of France has 182,500 shares held by 32,867 holders,
averaging 53 shares for each holder—11,592 holders have 1 share each;
(i,H80 have 2 shares each; 1,742 have 10 to 20 sghares each; 1,088 have
21 to 50 shares each ; 246 have 51 to 100 shares each, Only 108 holders
have 100 shares or over. "

The Relehsbank has a eapital of 100,000 shares. There are two
vlisses of stock—40,000 shares of 3,000 marks ($750) each and 60,000
wshares of 1,000 marks ($250) each. On January 1, 1912, there were
18.7567 holders, with an average of D5} shares each: 18.537 domestie
owners held 20,810 shares of the first class and 58,540 shares of the
seennd class,

These are the great imperial banks of France and of Ger-
many that we have had pointed out to us over and over again
during the years we have been investigating the question of
improving our banking and cuorrency system, Those great
banks, which are held up to us as the guiding lights for us to
imitate and follow, are banks whose stock belongs to the people,
individual owners extending throughout the Empire, running
up into thousands of holders, and are open to business trans-
actions with them and swith the public.

What have you here? While, as I said last night, T expect
to vote for the Hitchecock bill, and if it is defeated to vote for
the Owen bill, because I heartily and fully belleve in the pro-
visions for an elastic currency and the mobilization of bank re-
serves, and I think the provisions in each of the bills with re-
gard to those two points are excellent, I am bound to say that
in other respects—and this question of ownership is one of
them—the bill as it came to us from the House, and as it is pre-

sented by the Senator from Oklahoma, has some very vicions
things in it.

In the first place, you are interlocking all the national banks
together. You are practically, by operation of law, making a
joint ownership and trust combination among them and ex-
cluding the public from any ownership or any interest in them.
You are compelling the little banks to come in, and it is done
with the knowledge that they will be overshadowed, dominated,
and controlled and overwhelmed by the big banks.

Who felt the keenest need for the rellef this bill is to furnish?
The big banks. It was the big banks that failed in discharging
their duty to the country banks, namely, to give them their
money when they were entitled to it in 1907. The big banks
wanted this relief, asked for it, organized, and pushed a prop-
aganda all over the country for a number of years to secure it.
Of course they wanted a privately owned central bank, for
which the American people would not stand, but they took the
initiative. 'They gathered together the literature. They went
out and made the speeches. They built up the sentiment he-
canuse they felt the need of having these provisions for mobiliza-
tion of reserves and for additional curreucy in times of distress.

In that respect their desire was sound. I have no eriticism
of that. They wanted, however, to throw out a net and compel
all the little banks everywhere throughout the country to come
in. They sought to shape the first bill so that they would have
to come in, while apparently making it optional. In this
bill you cut across lots, upon the theory that the shortest
distance between two points ‘s a straight line, and say to
these little banks: * You shall come in or quit business.”
When they ask: “ What are we to receive as justifieation for
our eoming in?"” you point out to them the provisions for redis-
count. You say to them: “ You can bring your portfolio to a
reserve bank, and you can get a book credit there, or you can
put in your prime bills of exchange and notes and get currency.
and go back home and lean out the enrrency to your people.”
“Yes; but what kind of prime commercial paper do yon
require?” *Well, it is commerecial paper maturing in 80 days,
60 days, or not to exceed 90 days.” The little banker out in a
village of 1,500 people says: * We have no such paper. We loan
to the live-stock grower and dealer. We loan to the country
merchant. We loan to the farmer. These borrowers come in
und pay their interest and get a renewal from year to year, or
from one six-months’ period to another six-months' period.
We have no 90-day maturing paper, except so small an amount
that we could not get any particular benefit from your bani.
Tlesides that we have our correspondents in St. Paul and in
Sionx City and in Minneapolis and in Omaha with whom we are
carrying accounts. They accommoedate us, and we have no
trouble. We feel no need for anything of this kind. We feel
no necessity to take stock in this bank. Yon have so hedged
abont your provisions for rediscounting paper and your classifi-
eation of the kind of paper that will be received that they are
of no benefit to us. We would like to get our money fromn the
big banks down in New York when they owe it to us and we
need it, and they refuse to pay it. We would like to have you
build up a new system by which we shall not have a repetition
of the experience of 1907, but so far as this reserve bank be-
ing of direct benefit to us in the way of rediscounting paper,
it is of no benefit at all.,” Your answer to this small country
bank is, *You have got to come in or give up your business.”
You say to John Smith, who would be glad to take 100 shares of
this stock and get his 5 per cent dividend and who stands ready
to subscribe for it, * No; this goes to the banks. You can not
have it.”

I protest against that as an unsound principle. I do not
believe tying up the banks through coercion into this kind
of a close corporation, exeluding the public, is a good thing.
So far as that feature of the bill is concerned. I believe it is a
bad thing. I do not believe you will find, as I said last night,
a parallel for it anywhere on earth.

The private bank, the State bank, is not required to come in.
There are, as I recall, about 17.000 of them in the country.
They will continue to send their reserves down to New York
and get 2 per cent on daily balances. The 2 per cent which
they will get will go into their coffers, and the reserves which
they keep there will continue to be invested in call loans
as heretofore, because they are not in this system. You are
not reaching these 17.000 State banks and trust companies.
You are leaving it optional with them whether they shall come
in or not. They may continue doing business in the old wny,
getting interest on daily balances as they did before, keeping
accounts in New York and elsewhere as tLey did before. and
they are competing in the various communities with the small
national banks, which you are compelling to come in.
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How are you going to get in all the banks? There is no
way on earth to get the State banks in except as they come in
voluntarily. You will not have one-third of the banks in when
you force the national banks in. You will have more than two-
thirds of the banks of the country still outside of the reserve
system.

Why is it not better to have the capital stock of this bank
furnished voluntarily by investors from the rank and file of
the citizenship of the country? Why is it not better to open
the books and let them come forward and take it, giving
preference to small subseribers, and protecting the holding of
this stock so that it will be impossible for it to be gobbled up
and monopolized by a few? Why will not that be better? By
doing so you will increase the banking capital of this country,
from individual investments, $105,000,000.

We were told by Mr. Forgan and other bankers when they
appeared before the committee that it Is legitimate banking
to loan out $12 to the public for every dollar held by the bank
as capital, and under pressure the banks go farther than that.

It is admitted that there is not sufficient banking capital
when compared with the expansion of credits throughout the
country.

Now, if you can bring $105,000,000 additionzi banking capital
to the service of the American people from the pockets of
individunls by opening the subsecription books and letting them
take this stock, why is that not better than by force of law to
coerce every country bank into a great organization, which
when created is a banking trust greater than any we have yet
seen?

I believe it is better to get the money from the pockets of indi-
viduals for the capital of these reserve banks and require na-
tional banks to place their reserves in them, as this bill provides,
The Senator from Missouri [Mr. Reep] was correct in stating
that it is a function which the Government has a right fo exer-
cise, for the purpose of protecting the public business and de-
positors, to require these banks created under Federal law to
keep reserves and prescribe the manner in which they shall
carry them and where they shall be kept. There is no doubtful
exercise of authority in that. When this eapital is offered to
private citizens of the country they will come forward and take
it, and they will take it because it is a good investment, because
they have faith in the Government, and for the 5 per cent divi-
dends. Make the national banks carry their reserves in these
new Government banks and you will have accomplished the pur-
poses of mobilizing reserves that you seek without compelling
the country banks to take money out of their loanable asseis
and deprive the patrons of their communities of the use of that
money.

By such public ownership you would, in addition to this in-
crease in banking capital, secure an extended, diversified owner-
ship among the people of the country in these new banks. You
would create a reservoir in which the reserves will be kept for
the purpose of relieving any weak spot in time of stress and
‘danger, just the same as you have it under the House bill and
in the bill presented by the distinguished Senator from Okla-
homa. I contend that such a provision for public ownership is
better and that it relieves this bill from that coercive feature
which is repugnant and repulsive to the average American
citizen.

As to the attempt to create an impression that those who hold
this view of the ownership urge it because they are in some
way not in sympathy with proposed legislation, and have a
special interest in the banking community, let us look at that
for a1 moment. You have created in this bill, if it becomes a
law, eight great banks. You have required those banks to do
business for banks and the Government and nobody else. You
have denied the privilege of investing a penny in the owner-
ship in the stock of these banks to the individual citizen and
you have provided for a board of directors to manage them, In
whieli you allow the banks to have the selection of six and the
Government to have the selecticn of three. The banks select
three who are directly interested in the proprietary banks and
three others—of course, from their customers—engaged in
agricultural, commercial, and manufacturing pursuits; but the
member banks select them, and you need not doubt that they
will know who those three other men are when they select
them; they select these three, and the other threc who are
directly interested in the stock-holding banks; that makes six;
while then the Government selects but three.

You have formed a great banking trust when you create these
banks and exclude private individuals from any ownership in
‘them or any voice in their management. You have confined the
ownership to banks, and you have given them power to elect the

controlling members on their boards of directors; but because
we suggest something better the insinuation is made that we are
special pleaders, in some way interested in behalf of these banks.

Our proposition is that the Government, having created these
banks, shall, through the Federal reserve board, appoint five of
their managing directors and let the banks select four, thereby
placing the absolute control of the board under an ageucy ap-
pointed by the Government itself.

You limit the ownership to banks. You limit the direct con-
trol, through the boards of directors, to banks. You exclude
the individual citizens of this country from owning a dollar of
the capital stock. The board of directors of each reserve bank
will be the immediate, potent, controlling power in the conduct
and management of its business. All must admit that. The
board of directors managing and directing a reserve bank in
Chicago, or San Franeisco, or Denver, or New Orleans, or Bos-
ton, or New York will be in close toueh with the rapidly moving
commereial current every day and every hour, and theirs will
be the potential control. The actual control will be vested in
the board of directors and not in a supervisory tribunal here at
Washington. You have given this supervisory tribunal of seven
or nine the power of review and recall, and I am glad that has
been done. I am glad they are removed from direct interest in
the banks. I heartily approve of all that. Butf, having created
that long-distance tribunal to git in power here as a supervising
tribunal, a board of review, you allow these banks to choose the
actual and immediate agencies which will direet, guide, and
control the business of each bank as its board of directors,
giving a secondary and more remote supervisory power to a
long-distance tribunal.

Mr. HITCHCOCK. Mr. President .

The VICE PRESIDENT. Does the Senator from South Da-
kota yield to the Senator from Nebraska?

Mr. CRAWFORD. Yet, because we.suggest changes of this
kind, the attempt is made to put us in the attitude of being
special leaders representing special interests, with a sinister
desire to defeat this legislation. 1 yield to the Senator from
Nebraska.

Mr, HITCHCOCK. Mr. President, along the line of the argn-
ment now being made by the Senator, I want to ask him to go
back a little in history, to 1907, and to direet his attention
particularly to the city of New York as the processes of that
panic gradually came on. I wish to ask him what, in his judg-
ment, would have been the situation if at that time there had
been in the city of New York a reserve bank to which the
banks and trust companies of the city could have gone with their
paper and procured discounts for the purpose of meeting the
demands of their depositors in cash or the needs of their bor-
rowers? Suppose that reserve bank in New York City was con-
trolled by nine directors, and suppose the great banking inter-
ests of New York had elected six of those directors and the
Government only three of those directors, and then suppose the
great Knickerbocker Trust Co. had come to that reserve bank
and asked it for cash with which to meet the demands of its
depogitors, and bad offered commercial paper of borrowers
interested in the Tennessee Coal & Iron Co.; I ask the Senator
whether it is his opinion that a reserve bank in New York City,
controlled by the great banking interests which crushed a num-
ber of those trust companies, would have discounted the paper
of men interested In the Tennessee Coal & Iron Co.?

Is it not a fact that if there had been a reserve bank in New
York City at that time controlled by the great banking interests
which dominated the situation there and then, and which domi-
nate it now, they would simply have refused to discount the
Tennessee Coal & Iron Co. paper, just as the big banks refused
to do it, because they desired the Tennessee Coal & Iron Co. to
get into such straits that it would be forced to sell out to the
Steel Trust? Would not the situation have been exactly the
game in New York with the reserve bank controlled by the bank-
ing interests that it was without a reserve bank?

Mr. CRAWFORD. Mr. President, I do not know. It would
depend on the character of men and what sort of patriotic
spirit prompted them and whether their motives were high or
low, but there certainly would be serious danger that in that
atmosphere men selected by the banks themselves and placed in
control of this board would fail to measure up to the standard
of unselfish patriotism that a situation like that requires.

Mr. HITCHCOCK. But, on the other hand, if the reserve
board in New York had been then in existence and had had
upon its board five directors chosen by the Federal reserve board
here in Washington, is it not likely that that reserve bank in
New York City would have come to the relief of any bank hav-
ing eligible and legitimate paper and prevented the ruin of a
number of banks which then took place, and would this have
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prevented the aheorption of the Tennessee Coal & Iron Co. by
the Steel Trust?

Mr, CRAWFORD. T think that is probable.

Mr. HITCHCOCK. Is not that a fair example of what may
result in a reserve under the control of banking interests, and
is it not a strong argument in favor of having a reserve bank,
which is a public utility, under the control of directors, a
majority of whom are selected by the Federal reserve board?

Mr. CRAWFORD. That is why I favor the proposition to
have the Government appoint a majority of the board of
directors.

Mr. President, I am not in sympathy and would not be in sym-
pathy with the ereation of Government banks, and giving them
a tremendous advantnge through Government depogits and Gov-
ernment patronage, and so favoring them that they counld over-
shadow privately owned banks, and then turn them loose to
compete with private bankers. But in committee I reserved
the right to express my view here that both these bills come
short of what they ought to provide in allowing the banks cre-
ated under this law to exercise the power that is necessary to
make them potent and effective in regulating disconnts and pre-
venting abuses in that the banks we are creating here are con-
fined entirely in their transactions to accommodations extended
to member banks and transactions with the Government itself,
with the sole exception, under this open-market provision, of
denling in foreign bills and bank aceeptances indorsed by the
banks themselves.

Instead of being a special pleader for these banks, I believe
that in order to make this system complete and potent, the
banks created under this law should have the power under
regulations of the Federal reserve board to deal with indi-
viduals, not for the purpose of going into general competition
with the banks of the country, but for the purpose of making
effective a control over discount rates which we seek in the bill,
to give to the Federal reserve banks.

In the Honse they apparently thought that they had given
such power in the Glass bill, but I fail to find it there, and I
fail to find it in either draft that is reported here. In the
report made by Mr. Grass, chairman, on page 52, the following
observation appears in regard to section 15 of the bill:

1t will have been observed that the transactions authorized in section
14 were entirely of a nature originating with member banks and in-
volving a rediscount operation. It is clearly necessary to extend the
permitted transactions of the Federal reserve banks beyond this very
nnrrow BCO] for two reasons:

The desirabilit of annhllng Federal reserve banks to make their
rate of discount effective In the gemeral market at those times and
under those conditions when rediscounts were slack and when there-
fore there might have been accumulation of funds in the reserve ks
without any motive on the part of member banks to apply for redis-
emmts or perha with a strong motive on their part not to do so.

: The ira litisof opening an outlet thrrm& which the funds of
Fedeml reserve ban t be profitably used at times when it was

sought to facilitate tramactmne in foreign exchange or to regulate gold
movements.

Then he goes on to say:

In order to attain these ends it is deemed wise to allow a reserve
bank, first of all, to buy and sell from anyone whom it chooses the
clagses of bills which it authorized to scount. The reserve bank
evidently would not do this unless it shonld be In a position which, as
alrendy stated, furnished a strong motive for so doing. Ontright
purchases in the open market would, of course, require the payment of
the face of the paper less discount, wherens rediscount operations would
require simply the holdinz of a reserve of 33% per cent behind the
notes igsued or deposit accounts created in the course of the rediscount
operation.  Apart from this fundamental permission, it was deemed
wise to allow the banks to buy coin and bullion and borrow or loan
thereon and to deal in Government ds.

Section 15, under “ open market,” does not give the power, in
my judgment, that will make this law effective in enabling
those reserve banks to exercise that effective control over the
rate of discount to which he refers, because it provides—

Bec. 15. That any Federal reserve bank may, under rules’ and regu-
lations preseribed by the Federnl reserve board, purchase and sell in

the open market, at home or abroad, either from or to domestic or
foreign banks, firms, corporations, or individuals—

What?

cable transfers and bankers’ acceptances and bllls of exchange of the
kinds and maturities by this act made eligible for rediscount with or
without the indorsement of a member bank, N

In the United States, so far as acceptances are concerned,
they are all in the future; we have none. We do not use ac-
ceptances. We may use them sometime in the future; possibly
they may cowe in vogue under this bill; but these are bank ac-
ceptances, and the buying and selling of them in dealing with
individuals is dealing in the paper of banks. These reserve
banks can not buy and sell bills of exchange and promissory notes,
which make up the great volume of credit transactions in this
country, except as they get them from other banks,

What did your gmide and counsel of the committee in the
Pujo hearings, Mr, Untermyer, say about this? He crificized
the bill in this respect more severely than do I. He says:

As I read the bill, the reserve banks are not allowed to take private
deposits nor to buy, sell, discount, or rediscount domestie bills or notes
in the open market, or by any means except for or through the mem-
ber banks. In that way all healthy competition in the discount market
is strangled, and the oniy e(mhc wuy of keeping down the rate is
prevented. If we ever to establish a discount market the bill
must be amended in the mmr particular.

What have we, then? Along with the most excellent pro-
visions here for the mobilization of the reserves and the elas-
ticity of the currency we have a close corporation in which the
banks, and the banks alone;, are to share. We have the trans-
actions conducted by the banks we are creating confined to
member banks, and to member banks alone. We withhold from
these new instrumentalities the power to prevent abuses in
the way of extortion in discount rates; we withhold from them
the power to reach over the head of this trust which we are
crenting, when it is gnilty of abuse, when it has abused the power
that is given to it by the chaining of these banks together into
one and confining the capitalization of the banks created to
their contributions, and placing the boards of directors under
their control; we prevent the Federal reserve board which we
are creating here from going over the head of this organiza-
tion, in a great emergency, and dealing with individuals. Mr.
Untermeyer says that healthy competition in the discount
market-is strangled by these limitations and restrictions.

It seems to me that his accusation is justified. In that
respect 1 think both these drafts are incomplete. Some say
the giying of power to these banks to deal with individuals is
going tco far. As I said, I would not give this power to the
reserve banks, except under the rules and regulations prescribed
by the Federal reserve board, this tribunal ereated as a supreme
court of finance, governed only by the highest and most un-
selfish and patriotic motives, and in the mind of which the
uppermost purpose [s to promofe the public welfare. I would
give the reserve banks this power, to be exercised only under
rules and regulations prescribed by the reserve board. Does
anyone fear that they would launch these banks into the gen-
eral business of competing with all the other banks of the coun-
try in ordinary banking business? Not for a moment wouid
they do it; but to withhold from them the power to prevent
extortion and abuse by the vast combination that you create
here in chaining these banks together, by withholding from
them the power to pass over the head of these member banks
when emergency requires it, and to deal with individuals, is
to deprive this plan of a power which makes the Bank of
England so dominant in the financial world, and enables it to
draw gold to London from the four corners of the globe, and to
check dangerous speculation and ward off danger. The great
banks in Germany and in France control the discount rate
effectively, because they can deal in the open market and es-
tablish the discount rate; but we withhold that power here.
I think the bill is seriously weak in that respect.

Mr. President, I have failed to hear any argument that jus-
tifies the exclusion of the common public from ownership in
the stock of the regional reserve banks. T have failed to hear
any satisfactory justification of the invoecation of a govern-
mental power to coerce existing banking associantions against
their will to invest money in the stock of new banks organized
by the Government; and, from the standpoint of having full
and effective governmental control, I think the bill fails in that
it does not come up to what the public has a right to expect of
it in placing the great reserve banks under the control of the
banks themselves.

One other feature and I am through. I confess that I was
not only startled but amazed at some of the situations which
were uncovered as a' result of the revelations of the Iujo
investigating committee. One of the fundamental recommen-
dations made by that committee after the investigation was
a declaration against interlocking directorates. I am not so
radieal that I think It is wrong for a bank to have control
of little feeding banks, smaller in size and loeated in a country
that is tributary, and' which are not competing banks. I think
they are avenues for the convenience of the publie, and con-
nected with them there is no abuse; but the combination of the
great banks of the country for the purpose of controlling credit
is recognized everywhere as a positive menace. Yet, although
this bill is dealing with banking and currency, and although
three or four lines added to one of its sections would remove
from the management of the banks that come into the new
system the vices of interlocking directorates, not one line is
found in the bill to remedy that evil. When we are dealing
with a subject relating to banks and can deal effectively with
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the evil to which I have referred by attaching a few sentences
to one of the sections of the bill, I do not see why it is neces-
sary to delay on the ground that it is to be hereafter mixed
into some general legislation for the eountry. I am disap-
pointed because it is not in here, and I think it can and should
be put into this bill.

Ay, BRISTOW. MNr. President

The VICE PRESIDENT. Does the Senator from South Da-
kota yield to the Senator from Kansas?

Mr. CRAWFORD. Certainly.

Mpr. BRISTOW I wish to inquire of the Senator from South
Dakota if the evils developed in the Pujo committee report have
not been assigned as among the great reasons making legisla-
tien necessary?

AMr. CRAWFORD. Certainly.

Mr. BRISTOW. Then we have the spectacle of having the
eauses which make the legis!lation necessary, and the legisla-
tion itself not providing a remedy.

Mr. CRAWFOID. I have a slip here that was sent around
over the country very extensively after the conclusion of the
Pujo hearings. [ do not kuow who is the author of it, but it
apparently wns circulnted as a direct result of the revelations
of that committee. Oue of the recommendations is to prevent
anyone being a director in more than one bank in the same
eity. I am not satisfied with simply saying * in the same city ”;
I think the same person ought to be prohibited from being a
director of a competing bank, whether it be in the same city
er not.

I think both bills which have been presented to the Senate
have improved very greatly many of the features of the House
bill. In this connection I nm reminded somewkat of an incident
that happened in one of the counties in my State, where they
wanted to build 2 new courthouse. In order to do so, the law
required the commissioners to submit the matter of issuing
bonds to & vote of the electors of the county. The county geat
happened to be loented down in one corner of the county, and
it was feared that, If they submitted the proposal to issue bonds
to bulld a new courthouse, it would be voted down. The court-
house was an old ramshackle building, and it seemed neeessary
t0 erect a new one

So the commissioners conceived the plan of repairing the old
eourthouse. which they could do under the Iaw without issuing
bonds. They passed a resolution under which they built one-
half of a new courthouse on the back part of the old one,
finished it up., and installed the county officers in the new
yoonis in that half When they had done that they passed another
resclution authorizing the making of further repairs, und under
that they built the otber half. 1 think the chairman of this
eommittee and his assuciates have mude a new bill out of the
House bill. and that the Senator from Nebraska and those as-
sociated with him have greatly improved the Owen bill. The
bills reported by the Senute committee are, in my opinion, much
better than the bill as it passed the House.

I um very glad that the provision for the protection of de-
positors in the bank is in both bills.

Mr. BRISTOW. Mr. President, if the Senator will yield——

Mr. CRAWFORD. Certiinly.

Mr. BRISTOW. I should like to invite his attention to the
fact that the provision for the insurance of deposits in the Owen
draft was incorporated in the Democratic canucus after the number
of regional banks had been incrensed and the rate of interest on
the stoek of the regional banks had been fixed at 6 per cent. In the
case of a number of the propoused regional banks there may not
be any profit, and in others there may be profit; so that we may
have thednsuranee of depositors in New York and New England,
and in the West none whatever.

Mr. CRAWPOItD. [ discovered that, and was going to eom
ment on the fact that, whiie I am glad a step has been taken 1n
the Democratic conference recognizing that prineiple, it falls far
short of furnishing the relief which I think is provided for in
the Hiteheock draft.

When I visited my State. affer this bill had been introduce:l
in the House and wus under discussion. I took copies of it wilh
me and tnlked to all classes of business people—bankers and
others—about it. They were not satistied with the provision
relating to the loaning of money by the banks upon farm mort-
gages nor with the classification of commercinl paper which
could be rediscounted by the reserve banks. beciuse they did
not deal in their business with that class of eommercial paper
sufficiently to get any benelit under this law. The provision of
the Hitcheock draft which allows nntional banks to make Joans
upon farm mortgages out of their time deposits—50 per cent
upon farm mortgnges for periods of five years—is an improve-
ment, and provides for making such loans and fixes the percent-

age upon time deposits. This is much more effective and will
give a relief not found in the limitation to an amount equal
one-half of the capital stock of the bank, as provided in the
Owen bill,

A bank in an agrienitural commumity is usually a bank of
about $25.000 or §50,000 capitnl. If its lonns npon farm mors-
gages are linited to half.its capital stoek, they will amount oy
to $12,500 or $25.000, which is practically of no consequence.
So In that respect the provisions of the Hitchcock bill will
afford a relief to country bunks and their patrons that ecan aol
come from the Owen bill.

In the draft reported by the Senator from Nebraska [Mr.
Hirercock ) and his collengues here is a provision that will per-
mit the redisconnt of commercinl paper maturing in 180 days,
provided that no one bank shall be acconnnedated to the extent
of more than $200,000. That provision will make the bill of
some substantial benefit to the na ional banks in agricultural
communities. because if they can get accommodation on six-
months paper they can make use of the rediscount provi-
sions of the bill in times of stress. The universal verdict of
banks such as we have in the Sta e that 1 in part represent is
that if the maturity of this paper is limited to 90 days it will
be of little or no benefit to them. -

I do not think it is fair to lHimit the maturity of this paper to
90 daye. In case of foreign acceptances. the House bill allows
a maturity of six months. but when it comes to paper held by
one of the small eountry banks—and no paper is of better qual-
ity (al hough it extends over n longer period of time) than the
paper that is in the portfolios of these country banks—it is
limited to 90 days, while foreign aecceptances and bills of ex-
change of that kind are made eligible which mature in six
months or four months.

I think that is an onjust. unfair diserimina‘ion, all the more
grievous in its character when yon compel the country banks
to come in here aud subscribe to the stock against their judg-
ment and against their will and then so specify and define the
clnes of paper that ean be recognized in the banks crea ed by
this bill that they are barred from the benefit of its use.

Mr. BRISTOW. Mr. President——

The VICE PRESIDEXNT. Does the Senator from Soufh Da-
kota yield to the Senator from Kansas?

Mr. CRAWFORD. I do.

Mr. BRISTOW. T should like to invite the Senater’s atten-
tion to what seems {o me to be a fact, and that is that the six-
months paper which we include in the Hitcheock amendment is
just as geod and just as liguid as the mwercantile puper in the
cities that runs for 30 days.

Mr. CRAWFORD. It is just as good. There is no doubt
about that.

Mr. BRISTOW. It is based upon wheat and eattle paper, as
we call it, which is a food product that ultimately will bring
money in the market.

Mr. CRAWFORD. In that respect it is absolntely of the
same quality as the commercial paper which we have been told
over und over aguin is paid out of consumption. This is paid
out of consumption, but the processes consune a little longer
time than the short-time paper of commercial cities.

Mr. BRISTOW. I should like to ask the Seuator if he has
heird any reason assigned why the paper of the farmer, which
runs for six months, and which is just as good us any paper
that ean be made. should not be treated with as favorable con-
sideration ns the paper of Lhe merchants or the business men?

Mr. CRAWFOLRD. 1 certainly have not.

Mr. BRISTOW. Has there been any effort to explain why
this discrimination is made agoinst the notes of the farmers of
the country? :

Mr. CRAWFORD. The only explanation I have ever heard
was a complaint that the paper is not ligquid; but paper that
mutures in 120 days or 150 duys. aud whieh is attuched to a bill
of lading, and expresses a transaction between an importer aud
some foreign merchant. may run for four wonths or six months,
and is no wore lignid than this eluss of paper.

Mr. BRISTOW. Let me direct the Senuator's attention to
another fact. If this six-month paper relates to the agricul-
tural products of a foreign country the banks can handle it.

Mr. CRAWFORD. Oh; yes.

Mr. BRISTOW. If it relutes to the agricultural products of
our own ecountry they can not. Is not that one of the wmost
palpable and uujustifinble discriminations aguninst the paper of
the American farmer that ever was incorporated into any law?

Mr. CRAWEFOLRD. 1 have protested aguninst it ever since I
reud the bill the first time.

1 wish to say, in closing, that I believe I am expressing the
feeling of the coustituency L represent with relation to this bill
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when I say that they do not want any unnecessary delay in its
consideration and in final action upon it. I believe it is the
sentiment of the people in my home State, and I believe in the
country generally, that as soon as it can be done, after giving
the bill the serious, eareful consideration and discussion that a
bill of this gravity and Importance ought to have, it should be
enacted into law in some form or other. I sghall be pleased if,
within a brief time, without sacrificing the serious discussion
the bill ehould have, the Senate can come to a vote upon it.

It has been no desire of mine in the part I have taken in the
discussion and ns a member of the committee to delay the con-
sideration of the bill, and it is not out of any spirit of partisan
hostility that I have expressed these views. As I said frankly
at the start, I believe the good features of the bill outweigh
its faults, serious as some of them are. I have simply given
voice to my opinion upon these partienlar propositions.

I have not undertaken to go into a sclentific discussion of the
bill in any exhaustive way. Upon the question of stock owner-
ship, upon the question of control by the boards of directors,
upon the question of interlocking directorates, and upon the
power to go over the heads of member banks and deal with
individuals for the purpose of controlling the discount rate my
convictions are clear, and I have attempted to give expression
to them here.

I believe the bill would be stronger, and I de not believe it
would be unjust, if it contained a provision, under rules and
regulations prescribed by the Federal reserve board, authorizing
the reserve banks in serious emergencies to deal with individu-
als. I believe such a provision would make it more powerful
and effective in reaching a sore spot than it will be in its present
form. We come to the place where powerful organizations of
banks are entrenched, we build up a system very good, as far as
it goes, but when we reach the point where we may, if we will,
give these Government banks the power to leap over oppressive
orgnnizations and deal directly with people, and thus compel
them to relax their grip where it is a menace, we stop short and
withhold the power necessary to protect the people of the coun-
try from oppression.

Mr. HITCHCOCK. Mr, President——

The VICE PRESIDENT. Does the Senator from South Da-
kota yield to the Senator from Nebraska?

Mr. CRAWFORD. I do.

Mr. HITCHCOCK. The Senator's views on that point are
quite well known; but I wish to follow out for a moment a line
of questioning on that subject, and see if he will not admit that
a necessity or propriety of having the reserve banks of Europe
deal with the people which does not apply to the United States,

I'or example, take the Senator's own State. Can he conceive
the possibility, in any town of South Dakota, of a borrower
who has a legitimate right to credit being compelled to go to a
reserve bank to get his loans?

Mr. CRAWFORD. No.

Mr. HITCHCOCK. I can not in Nebraska. I do not believe
I could conceive of such a thing in Towa, nor in Illinocis, nor, in
fact, in any State of the Union, for the reason that in all of
these States, and in every city and in every town of each State,
there exists a real, active competition among the thousands of
bauks to do the business of the community in which they exist.

Mr. CRAWFORD. 1 agree with the Senator upon that point
so far as nine-tenths of the banks are concerned, or even more.
The statement was made here last night that there is free com-
petition among them ; but while that is true when you apply it
geographically to the greater part of the United States, is it
truoe universally? If it is, why do we have complaints here
against the * Money Trust” and great combinations of banks
that absorb the funds of the insurance companies and use the
money of the people in stock gambling, and all that, diseriminat-
ing against thoge whom they wish to erush and building up
those whom they wish to favor? Is this outery a sham or is
there not something to it?

Mr. HITCHCOCK. Wherever such a condition exists—and
we will take, for instance, New York, without intending to cast
any aspersions on that town above any others—can not the
Senator from South Dakota clearly see how a reserve bank,
owned by the people and under Government control, would
naturally rectify such a condition?

Mr, CRAWFORD. I ask the Senator, How can it do it if
its transactions are all confined to the very banks that are
guilty, and if you have not provided against interlocking
directorates, and have simply bound all the banks in the coun-
try together in one legal combination?

Mr. HITCHCOCK. I think I ean explain that The banks
are not all guilty. Take the case of the city of New York:
The testimony before the Pujo committee did not show that all
the banks were interlocked by this interlocking-director sys-
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tem. It did not show that all of the banks were in a conspiracy.
It did show, however, that a large number of "the banks were
practically in fear of their big neighbors. They were afraid
to make loans to certain interests for fear the more powerful
banks in the community, controlling the clearing house, would
punish them. If, however, under this new system we establish
a reserve bank under the control of the Government, having
the authority at any time to come to the rveiief of any bank,
the power of the banking interests heretofore exerted in the
form of a conspiracy will be necessarily done away with and
any man or any institution having a legitimate demand for
credit will find some bank not only willing to lend him money,
but not afraid to do so, because the bank will know that it
can go to the reserve bank in case the others start a war
upon it.

So it seems to me that if you provide a reserve bank con-
trolled by the Government and owned by the people, you do
away with any argument in favor of having the reserve bank
go into the active banking business itself. It will not be com-
pelled to go into the compefitive business of banking, because
by its uniform treatment of all banks it will put all banks in n
position where they can compete. None of them need be afraid
of any dominating control or any conspiracy to force it to do
as a dominating influence may dictate.

Mr. CRAWFORD. I do not want to be misunderstood there.
I have no desire to put, and I doubt entirely the wisdom and
fairness of putting, these banks, with the great advantages we
are giving them, into competition in the sense that they would
become active competitors in ordinary banking transactions with
the banks of the country. 1 would not advocate that; but I
say that if we give them the reserve power, under the rules and
regulations preseribed by the Federal reserve board, in cuses of
emergency to go over the heads of banks and deal with indi-
viduals, while it is a latent power which they might never use,
I think it would be a wholesome check. I think it would be
a very valuable asset to the people of the United States to have
that reserve power, under rules and regulations prescribed by
the Federal reserve board, given to these banks. So far, and
no farther, would I go.

Mr. HITCHCOCK. Of course, there is an objection to that,
as the Senator will recognize, in that if you confine the business
of a reserve bank strictly to the function of buying paper from
its member banks it not only gets commercial paper which is
supposedly good, but it has upon all that commercial paper the
indorsement of a solvent bank; so that it is dealing with some-
thing absolutely a good investment, and practically without any
possibility of failure. If, on the other hand, you permit a bank
organized for the purpose of caring for the reserves of the
American banks to go directly into the markét and lend 1ioney
to the individual borrower, it will be subject to the same losses
to which individual banks are subject, because it will not have
the protection of the indorsement of its member banks upon the
paper which represents its direzt loans to the people.

Mr. CRAWFORD. I say to the Senator that the Bank of
England has had that power and has exercised it repeatedly
for a good, long period of time, extending for a hundred years.
Of ecourse, for a shorter time, but in a very effective way, the
Imperial Bank of Germany and the Bank of France have exer-
cised and do exercise that power. They have not met with dis-
aster and shipwreck by doing it. As I said before, I should
want to give that power with a view to its being exercised only
when necessary to control discount rates when the public wel-
fare requires it

Mr. TOWNSEND. Mr. President, in view of the fact that
for something like an hour now there have been fewer than 20
Senators in the Chamber, I suggest the absence of a guoruin.

The VICE PRESIDENT. The Secretary will eall the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Jackson Page Smith, 8. C.
Bacon James Poindexter . Smoot
Borah Kenyon Pomerene Sterling
Bradley Kern Ransdell Stone
Brandegee La Follette Reed Sutherland
Bristow Lane Robinson Bwanson
Bryan Lea Baulsbury Thompson
Chilton Lewls Khafroth Thornton
Clapp Lippitt Sheppard Tillman
Crawford Martin, Va. Sherman Townsend
Dillingham Martine, N. J. Shively Vardaman
Gore Nelson Slmmons Walsh
Hitcheock O'Gorman Smith, Ga. Warren
ollis Overman Bmith, Md. Weeks
Hughes Owen Smith, Mich. Williams

Mr. SHAFROTH. 1 wish to announce that my colleage [Mr.
THoMAS] is confined to his room this afternoon on account of
a severe sore throat.
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Mr. TOWNREND. The senior Senator from Washington
[Mr. Jowks] has been called from the Chamber on official
business.

The VICH PRESIDENT. Sixty Senators have answered to
the roll call. There {s a guorum present.

TENTH INTERENATIONAL YETERINARY CONGRESS (H. DOC. NO. 462).

The VICE PRESIDENT !aid before the Sennte the following
message from the President of the United States. which was
resd and, with the accompanying papers, referred to the Com-
mitteas on Agriculture and Foresiry and ordered to be printed:

To the Senate and House of Representatives:

In view of the provision contuined in the deficiency act ap-
proved Mareh 4. 1913. that—

Hereafter the Executive shall not extend or accept any invita-
tion to participate in any international congress, conference, or
like event without first having specifie authority of law tv
do so,

I transmit herewith, for the consideration of the Congress.
and for its determinantion whether it will authorize the ac-
eeptance of the Invitation, a report from the Secretary of State.
with seccompanying papers, being an invitation from the Gov-
ernment of Great Britnin to that of the United States to send
delegantes to the Tenth Internationnl Veterinary Congress, to
be held at Londen from the 3d to the Sth of August. 1014, and
letters from the Department of Agriculture showing the favor
with which that departmment views the propesed gathering.

It will be observed thnt the acceptance of the invitntion will
involve no special appropriation of money by this Government.

Woocprow WILSON.

Tae WarTs Hovss, December 10, 1913,

COMMISSION OF FINE ARTS (H. DOC. NO. 461).

The VICE PRESIDENT laid before the Senate the following
message from the President of the United States, which was
read :

To the Senate and House of Representativs:

I transmit herewith for the information of the Congress the
report of the Commission of Fine Arts for the fiscal year ended
June 30, 1913, with accompanying illustrations.

Woobrow WILSON.

Tae WHITE Hovse, December 10, 1913,

The VICE PRESIDENT. Accompanying the communication
are illustrations, The whole matter will be referred to the
Committee en Printing.

PROHIBITION OF LIQUOR TRATFFIC.

Mr. SHEPPARD. Mr. President. in my recent campaign for
election to this body I announced from more than 150 platforms
before the people of Texas that I favored state-wide, nation-wide,
world-wide prohibition. I was, therefore. especially gratitied
when a few hours ago connnittees uinmbering more thin 2000
men and women from every section of the Union, representing
the Anti-Saloon League of America, the Wonmun's Christian
Temperance Unien, other tempernnce bodies, and the principal
churches of the country, summoned Representative Horsox,
of Alabnma, and myself to the steps of the Capitol rnd re-
quested us to infroduca In the House and Senate, respectively,
an nmemndment to the Federal Counstitution prolibiting the sale.
the manufaecture for sale. the importation for sale. the trans-
portation for sale. and the exportation for sale of intoxicating
liguors for beverage purposes. I intend during my szervice in
the Senate to exert every 2ffort at my commnand to establish
every principle and every mensutre to which 1 gave alleginnee in
my adidresses to the people during my candidacy for the Senate,

I now intreduce a joint resolution proposing an amendment
to the Constitution, and ask to have it read at length.

The joint resolution (8. J. Rex. 88) proposing an amendment
to the Constitution of the United States wus read the first time
by its title. and the second tile at length, as follows:

Jolut resolution (8. J. Rea. BE) Em%oalng an amendment to the Con-
stitution of the United States.

Whereas exact scienfifie research has demonstrated that alcohol is a
narcotie polsen, destructive and degenerating to the human organism,
and that its distribution as a beverage or contained In foods lavs a
staggering economic burden upon the shoulders of the people, lowers
to an appalling degree rhe average standard of charaeter of our
citizenship, thereby undermining the publie morals and the feunda-
tion of free Inatitutions, produces widespread crime, pauperism. and
insanity, inflicts disease apnd untimely death upon hundreds of
thousrands of citizens, apd blights with degenerascy their children
unhorn, rhrcaienlnghethe future integrity and the very life of the
Natian : Therefore it
Resolred by the Semute and House of Represeniatives

Btates of America in C

eoncurring therein), That

be, and hereby

of the United
& assembled (two-thirds of earh Hause
following amendment of the Constitution
is, prepesed te the States, to become valid as a part

of the Constitution when ratified the legislatures of the several
States as provided by the Constitn =

“ARTICLE —.

“ SECTION 1 The sale, manufacture for sale, transportation for sale,
importation for sale. and expor'ation for sale of intoxicating liguors
for beverage purpuses in the 'E;:lted States and all territory subjoct to
the juriediction thereuf aré forever probibited.

* SEC. 2. (‘ongress shall have power to provide for the manufacture,
sale, importation, and transportation of Intoxicating liguors for sacra-
mental. medieinal, mechanical. pharmaceutical, or seclentific purposes,
or for n=e in the arrs, and shall bave power to enforce this article by
all needful legisiation.”

Mr. SHEPPARD. Mr, President, one of the fundamentnl
duties of the American people is the extermination of the traffic
in intoxieating liguors for beverage purposes. Iixperience has
demoustrated that the only sife way to handle this traflic is to
destroy it. In the United States it bas renched such propor-
tions that the Nation must join in the struggle against it. It
is o menace to the integrity and the progress of this Republic.
The fact that vleohol undermines the brain and paralyzes the
will of man. planting In him and his posterity the seeds of
physical and moral degeneracy. the seeds of disease. thu seeds
of poverty. the seeds of crime. makes it a peril to the very exist-
ence of free government Let the people of this Nation insert
in the Nationnl Constitution, the source of the Nutiou's life. a
clanse probibiting an evil that will prove to be the source of
the Nation’s death.

Nuational prohibition conflicts in no way with the spirit of the
Federal Constitution. The organic strueture of this Republie
rests on a logical division of [unections between the Union and
the Stites. The Stntes have retnined control of all matters
of local concern. while the Federal authority embraces every
purpose of general or national scope. The liquor iraflic Im-
perils both the Nation and the State. and every nnit of sover-
eignty must cooperate against it. It mmust be fought by the
county; it must be fought by the Stute; it must be fought by
the Nation.

Already the Federal Government hns entered the fight by
decreeing that liguors shipped from one Stute to another for the
purpose of violating the laws of the Stite of destinntion shall
be deprived of the character and the protection of interstiie
conunerce. This is but the first step in the battle for the Na-
tion’s life. It is a valuable step. but so powerful is the liguor
tratlic that every wenpon must be brought info nse. Indeed. it
is not sufficient that we should have this N:ition enter the con-
test. We must unite with all the other peoples of the eurth in
attaecking an evil that menaces society everywhere.

Let us never forget the pioneers in the world movement
against aleobol. Let us here pay tribute to the courage and
the devotion of the men and women who nearly 70 years ago
organized at London in 1846 perbaps the first intern:tional tem-
perance congress. In the many international congresses that
bave met since then this world movement his found an euthusi-
astic development. culminnting for the present in the fonr-
teenth International Congress ou Alcoholism which agsembled
at Milan in September of this year. Nor should we forget the
varions societies of internsntionnl membership that have heen
founded for the purpose of resisting this enewy of the human race,

It is gratifying beyond estimation to note the faet that the
world is waking as never before to an acute sanse of the dan-
ger of alcohol. In every country the same terrible indlerment
stands against it. From every land ascend the eries of rhe
multitudes it has dammed. Among almost every people it is the
ch'ef source of the murders. the suicides, the thefts. the de-
bauncheries of body and of mind. Before the popular judgment
of almost every country the dealers in this frightful drog must
answer the following arraignment: Your traffic erusbes every
moment some home, some heart. The poisun you distributa is
an  ever-spreading pestilence. It impedes the physical and
mental growth of children. distorting the moral sense, promoting
disobedience of parents and disregard for law. It curres the
future generations of its vietims—the erazad, the maimed. tha
palsied, and the blind—Iinto whose blood the fatal taint is in-
evitubly transmitted. It wrecks domestic happiness and be-
trays the most sacred vows. It contains ne nourishwent: it
gives no strength. It impairs the vital processes. tha vital tis-
sues of the human organism. It destroys moderntion nnd self-
conirol, releasing every low and suvage impulse. Instead of
sat’sfying thirst, it leaves a greater thirst, suggesting the
ngon‘es of bell. It is the eausa of practicully half the aceidents
in industrial occupations. It lowers the efficiency of lubor and
weitkens the founduations of industrial progress. It incresses the
liability to disease, particularly to iufections mmnladies like
tuberculosis. It diverts the earnings of mankind into channels
of economiec waste, causing a loss that far exceeds the revenue
it provides for governmental use. It is an obstacle to human
advancement that should be no longer tolerated.

| H 3 - J
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As the facts become impressed on all mankind, the conviction
grows that temporizing policies must be discontinued. The
world is coming to understand that humanity must destroy the
liquor traffic or welcome moral degradation and economie ruin.
The overwhelming issue is whether men shall congquer the
liguor trafile or the liquor traflic conquer men.

Let us examine some of the more important phases of the
world struggle with alecohol. Great Britain has been wrestling
with the liquor traffic for nearly 600 years. The English Parlia-
ment passed a law in 1327 limiting the number of liguor shops,
and in 1495 gave the justices power to prohibit them in certain
localities. On various occasions Parliament actually prohibited
the distillation of spirits throughout the Kingdom for a given
period, and it is the observation of a high authority that the
totally prohibitive acts against the liquor trade have been the
most successful, Parlinment has adopted altogether about 400
acts in relation to the liguor traffic without any permanently
satisfactory result. It is apparent that the one solution of this
problem in Great Britain, as in all other countries, lies in the
prohibition of the manufacture, sale, or importation of intoxi-
cating liquors for beverage uses. Well may we here reeall the
sfatement in 1834 of Charles Buxton, the noted English brewer,
to the effect that the struggle of the school, the library, and the
church, all united against the beer house and the gin palace,
was but the development of the war between heaven and hell,

In Denmark prohibition is making rapld advancement. The
King of that country is reported to have said in 1909 on signing
an act for State-wide prohibition in Iceland, a dependency of
Denmark, that few, if any, of his actions since he became King
had given him more satisfaction than that of signing this Iaw,
and that if the Parliament of Denmark would pass a similar law
for Denmark he would be still more willing to approve. In the
Farce Islands, another dependency of Denmark, prohibition is
in unrestricted and satisfactory operation.

In Norway and Sweden public opinion is rapidly moving
toward national prohibition. Never was there sounder or more
prophetic utterance than that of the Crown Prince of Sweden
in 1911 at Hessleholm:

I do not hesitate to say that the people which flrst frees Itself from
the influence of alcohol will in this way acquire a distinct advanta
over other nations In the peaceful, yet Intense, struggle. 1 hope It
wtlllltrg'e our own people who will be first to win this start over the
0

In Russia the sale of intoxicating liquors is monopolized by
the Government and the establishment of state vodka shops
throughout the country, causing a general increase in drunken-
ness, has resulted in a distinet movement against the use of
alcohol. A commission was appointed by the Duma in 1912 fo
investigate the liquor questicn, and one of its recommendations
was that the following sentence should be labeled on every
bottle of vodka:

Man! Although thou hast bought this spirit, yet know that thou
drinkest poison which destroys thee. Before it 18 too late never buy
another bottle, (Signed) Minister of Finance.

The Diima, composed of men elected by the people of Russia,
adopted this recommendation and sent it to a body of higher
power for approval. The higher body rejected this recomiumen-
dation, but approved another requiring instruction in abstinence
from aleoholic liguors to be given in all the publie schools of
Russia. Let me quote here the words of an eminent Russian
scholar, at St. Petersburg, in 1910:

The struggle agaionst the liquor trafic iz not elmply a national ques-
tion, It is a world’s question, All social problems group round the
question of alcobolism, while the evils of drunkenness, on such an
authority as Gladstone, outwelgh the evils of war, pestilence, and
famine put together.

Twice within the last six years the Parliament of Finland has
voled overwhelmingly for total prohibition, but the veto of the
Czar of Russin has prevented these measures from becoming
laws. The sentiment in Finland is almost universal for com-
plete, country-wide prohibition,

In Germany the present Emperor said in 1010, in a speech De-
fore the naval cadets at Muerwick, that the renunciation of
aleoholic drinks would raise the people morally, and that in the
next naval war vietory would belong to that nation which wounld
show the smallest consumption of alcohol. The National Indus-
trial Congress at Hamburg in 1909 declared that it was one of
the most important objects of the industrial movement to oppose
the devastation of nlcoholism, and that it was to the interest of
German industry to restrict the sale of aleoholic Hquors either
entirely or as much as possible. The members of this congress
assessed themselves 1 mark a year each to carry on the war
against alcohol among the workers of Germany. The report of
the Prussian Government trades inspector for 1911 contains this
statement :

The effort of the labor orzanizations to limit the use

of alcoholic
liguors among their number is even more noticeable.

The Woodworkers’

Union, of Bielefeld, seems especiall':{ successful in this respect. The

use of spirits among them has pra ln::all_v'1 ceased ; beer drinking, es

f:lf"y:dt:fm hpauses in work, is growing less and less. Milk is takli:):eg.
e place of beer,

The building trades, the railway systems, the chemical indus-
try, the national insurance societles, and certain departments of
the Government have begun an active campalgn against aleohol
in Germany. There iz no braver and no more earnest body of
men and women in the world than the German prohibitionists. -

The various temperance organizations in Germany are enjoy-
ing a steady and a large increase in membership. In March of
this year was held, in Berlin, the first German congress for the
rearing of children as total abstainers. A resolution was
adopted expressing the hope that “the mothers of Germany
would recognize the fact that the first step German women
must take toward eombating drimkenness was to bring up their
own children in complete abstinence from the use of aleoholie
liquors,” and the belief that this would form the best means
for insuring the acceptance of laws against alcohol by the com-
ing generation.

In Austria the various temperance socleties have united in a
national antialcoholic congress, which is making notable prog-
ress in exposing the terrors of drink. In Hungary temperance
organizations and temperance principles are steadily spreading.
In 1912 a small but distinguished group of Hungarian women
issued an appeal fo their sisters throughout Hungary to join
in the fight against alcoholism, an appeal that shoula be pub-
lished in every langnage and in every country on the globe: an
appeal that constifutes one of the most effective indictments of
the liquor traflic that has yet been uttered. As an additional
evidence of the world feeling on this subject I want to quote a
few sentences from this appeal. They are as follows:

Come to our help, Hungarian women. Come from all parts of the
land—poor and rich, happy and unhappy, women of station and of
humble position, you whom alechol has made to weep, you who know
and feel your obligations to religion, to God, to your country, and to
humanity yet unborn. We wish to uplift the coming generations which,
not knowling alcohol, will belong to a morally purer and more warm.
hearted world. We seek the aid of all for this task. We trust that
there may not be a single Hungarian woman who will not hearken to
us. Nope shall be so humble in onr eyes that we will not be grateful
to see them join us; none too high to have a right to look down on the
work to which we Invite you. We affectionately beg you to suggest
everywhere the idea of fighting alcohol. Make sentiment for it in high
and low circles, for the odor of aleohol s found In both—in dmwin]g
room and in cottage. Our soclal organism s sick. Our physieal, moral,
and economic forces are on the way to destruction.

Oh, may this ery frem the women of Hungary reach the
women of every other land, and may the mothers of the world
unite to destroy a traffic that has become the chief enemy of
woman'’s happiness, the chief eause of woman’s tears.

In the Netherlands the sentiment against alcohol-is constantly
growing, and an unofficial test poll of 75,000 voters has shown
62 per cent for entire prohibition. The annual meetings of the
Netherlands Association for the Abolition of Aleoholic Liguors
are helping wonderfully to advance this sentiment. In Belgium,
where there is sald to be one drinking place for every eight
wen, where probably more alcohol is consumed per eapita than
in any other European country, there are signs at last of a
revolt. The great strike in April of this year, in which 500,000
men and woemen quit their employment for more than a week
and, on account of abstinence from drink during that time, pre-
served perfect order, although great disturbances had been ex-
pected and the troops were under orders, gave a distinet impe-
tus to the prohibitive movement not only in BRelgium but
throughout Europe and the world.

In France, where the Government is in the clutches of the
liquor traffic on account of the electoral power of the distillers,
wine growers, and saloon keepers, where the number of snicides
has nearly trebled in 50 years, where lunacy has nearly doubled
in 30 years, where the resisting capacity of the citizen has be-
come =0 weakened that tuberculosis takes off 150,000 vietims.
every year, where statistics prepared by the ministry of justice
show an enormous increase in c¢rime on account of drink, the
French Academy of Medicine has demanded the suppression of
aleoholic liquors and a national league against alcoholism has
been formed whosge membership now exceeds 100,000,

In Spain an antialcoholic league has been recently founded
and is already obtaining good results. Switzerland abolished
all traffic in absinthe by popular vote in 1909, and the prohibi-
tive idea Is gaining large headway among the people as to all
ofher forms of alcohol. )

In Italy, where, until four or five years ago, wine drlnk‘]ngy_
was practically a universal custom, representatives of the Gov- .
ernment have been collecting statistics as to the effect of aleohol-
ism in that country, and it is now generally recognized as a
national menace. In 1908 an Italian temperance federation was
organized at Milan. It embraces all the temperance societies
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of Ttaly, and it is giving unity and effectiveness to the work
against aleoholism in Italy.

In the Balkan States and in Greece the temperance spirit
has found permanent lodgment among large and increasing
numbers of the people.

In Arabia, Palestine, Persia, Syria, and Turkey the ancient
habit of total abstinence is still observed by most of the inhabit-
ants. Commereial intercourse with Furope and America has
led to the importation of intoxicating liguors, and these coun-
tries are beginning to suffer from the evils that follow in the
path of aleohol. Already movements have been started within
these lands to prohibit the importation of aleoholic liquors.
No sadder commentary on certain phases of European and
Ameriean civilization may be found than the effort of these
Asian peoples to prevent their degradation by the foul products
of the distilleries and the breweries of Europe and America.
1 can think of nothing more humiliating than the fact that in
many foreign trade centers American commerce often finds its
sole embodiment in the liquor trafiic. 'What must these foreign
peoples think of our sincerity or our consistency when they
see on the same ship that brings the missionaries of Christ the
missionaries of the devil in the shape of barrels of whisky and
kegs of beer?

In China the long struggle of Govermment and people against
the production, the importation, and the use of opium is soon
to succeed. At present aleohol is almost unknown to the more
than 400,000,000 in China, and there could be no sounder argu-
ment for the destruction of the liguor industry where it now
flourishes than the preservation from its terrible influence of
our brethren in the distant East, who are but beginning to
enjoy the blessings of liberty.

In India the feeling of the native population against the
lguor traffic has become so strong that recently one of India’s
foremost statesmen, Hon. G. K. Gokhale, asserted in an appeal
to the British secretary of state for India, Lord Crewe, that
total prohibition was the gentiment of the Indian people.

In Japan, where the traffic in intoxicating liquors received an
impetns from the admission of foreigners in 1868, numerous
temperance societies are developing and a national temperance
league has been formed. At a recent meeting of this league
the president, Taro Ando, declared the curse of aleohol would
have to be suppressed by law. The Japanese soldiers were pro-
hibited from using any kind of aleoholic liguor in the field dur-
ing the great war syith Russia in 1904 and 19035, and the result
is an eloguent tribute to the army that abstained.

In 1911 the question of national prohibition was submitted
to the people of New Zealand and resulted in 259,945 votes in
the affirmative, 205.661 in the negative, or a majority of 54,282
agninst the liguor industry. As the law regnired a three-fifths
vote for the abolition of the traflic, the poll had no other prac-
tical effect than to show the feeling of the people. In Australia
the temperance forces are becoming stronger and more deter-
mined every year.

In Afriea the liguor traffic has been prohibited in large sec-
tions and restricted in others by an agreement among 18
of the leading nations, including the United States, known as
the Brussels general act of 1800. The importation of alcoholic
liquors into the territory under this agreement is also prohibited,
An international federation has been formed for the protection of
the native races of Africa from the liguor traffic, one of its main
objects being the enforcement of the agreement embodied in the
act of 1880. It should be stated here that Menelik, ruler of
Abyssinia, has issued an edict prohibiting the importation of
intoxicating liquors into that country. He is using every meas-
ure at his command to prevent the introduction into his kingdom
of wine, beer, whisky, and other intoxicants, all of which he
calls European poison. ’

When Khama, King of Bechuanaland, issued an order some
20 years ago prohibiting the manufacture or sale of intoxicat-
ing beverages within his domain, the order was disregarded by
the white traders. Khama and other native chiefs who were
following his example appealed to Queen Viectoria for assistance,
and she replied : -

I approve the provision excluding sirong drink from
I feel strongly in the matter, and am glad to see the chi
mined to keep go great n curse from thelr people.

It was this native ruler, Khama, who said on another occa-
sion:

To fight against drink is to fight ngainst demons and not against men.
I dread the white man’s drink more than the Assegals of the Matabele,
which kill men’s bodies and it Is quickly over; but drink puts devils
into men and destroys both their souls and their bodles forever, Its
wounds never heal.

And thus it comes to pass that this native African chief has
uttered a truth that the highest civilizations of the world may
well take seriously to heart.

our country,
s have deter-

In various parts of Latin America movements are under way
against aleohol. Laws against it have been introduced or are
pending before the National Legislature of Argentina and other
Latin-American countries. .

Especially notable is the progress of prohibition in Canada.
In the Province of Prince Edward Island complete prohibition
has been adopted and crime has practically disappeared. The
entire Province of Nova Scotia, with the exception of the city of
Halifax, has been placed under prohibition. The liguor traflic
has been outlawed in 700 of the 1,000 municipalities in Quebec.
A majority of 5,000 in favor of prohibition has been registered
in British Columbia. In over half the municipalities of On-
tario the traffic has been discontinued. In nearly all of New-
foundland and Labrador prohibition has been established.

Turning to our own country, the United States, what pride may
be felt in the fact that an area equal to nearly three-fourths of
our territory containing half our population has been voted dry.
Complete State-wide prohibition has been adopted in Georgia,
Kansas, Maine, Mississippi, North Carolina, North Dakota, Okla-
homa, Tennessee, and West Virginia. The States having pro-
hibitory law for half or more than half of their populations are
Alabama, Arkansas, Colorado, Florida, Idaho, Indiana, Towa,
Kentucky, Louisiana, Minnesota, Nebraska, New Hampshire,
South Carolina, South Dakota, Texas, Utal, Vermont, and Vir-
ginia. Those having prohibition for one-fourth or more but less
than half of their populations are California, Delaware, I1linois,
Maryland, Massachusetts, Michigan, Missouri, Ohio, Oregon,
Washington, Wisconsin, and Wyoming. The remaining nine
States—Arizona, Connecticut, Montana, Nevada, New Jersey,
New Mexico, New York, Pennsylvania, and Rhode Island—
have prohibitory law for less than one-fourth of their respective
populations,

The movement against the liquor traffic has obtained such
headway in the United States that nothing can prevent its ulti-
mate nation-wide success. [Applause in the galleries.] The
people of the United States understand that the National Gov-
ernment must be summoned to the contest, and at a great pro-
hibltion gathering at Columbus, Ohie, last month the eampaign
for nation-wide prohibition was definitely and enthusiastically
begun. It is a crusade that deserves to rank with the out-
pulurings in the Middle Ages from Christendom toward Jeru-
salem.

This is no new question in the United States. The agitation
against the liquor traffic dates from Revolutionary and Colonial
times. The sale of slaves to American colonists found a perma-
nent basis in the fact that African negroes could be exchanged
for American rum. The liquor traffic gave great impetus to
African slavery in the United States. Slavery has been de-
stroyed, and now its partner—the liguor traflic—must follow it
to a common grave, [Applause in the galleries.]

The resolutions that have been introduced in the American
Congress for a prohibition amendment {o the Federal Constitu-
tion mark a distinet stage in the war against alcohol, but they
are by no means the first suggestion of general prohibition. In
1777, 12 years before the present Constitution came into being,
the Continental Congress at Philadelphia passed the following
resolution :

Resolved, That it be recommended to the several legislatures in the
United States immediately to pass laws the most effectual for putting
an immediate stop to the perniclous practice of distilling grain, by
which the most extensive evils are likely to be derived if not gulckly
prevented.

Mr, President, responsibility for the miseries and the crimes
of men rests far more largely with society than may be gener-
ally supposed. People who keep their own lives blameless have
by no means entirely met their duty to humanity or to God.
We who permit a traffic to continue that fills the penitentiaries,
the jails, the asylums, the hospitals, the poorhouses, and the
potter's fields are guilty of serious dereliction. We who per-
mit a traffic to continue that will make chaos of governments
and beasts of men are culprits before the bar of truth. And
until we begin an affirmative movement against evils that
threaten to engnlf mankind, until we terminate the terrible
partnership between the Government of this country and the
liquor trade, a partnership whereby the revenues that sustain
the Republic—yea, our very salaries as Senators of the United
States represent men's broken bodies, men’s wasted lives, the
widow's and the orphan’s ecry, the white slave's bartered
shame—we shall invite and we shall deserve any disaster that
may overwhelm the Nafion or the race. [Applause in the
galleries.]

Mr. THOMPSON. Mr. President, as this is a question in
which Kansas has had longer and better experience than any
other State in the Union, I desire to say a few words in support
of the resolution.
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We have had State-wide prohibition as a part of the Kansas
State constitution longer than has existed in any other State in
the Union. The Kansas Legislature in 1879 voted by joint reso-
lution to submit to a vote of the pecple an amendment fo the
State constitution forever prohibiting the mannfacture and sale
of intoxieating liguors, except for medieinal and selentifie pur-
poses. This nmendment was adopted by the people at the gen-
eral ¢lection in 1880, During the 33 yenrs since that time the
law Las not been repealed, nor has the constitutional amend-
ment on which it is based been resubmitted to the people for
their aflirmation or rejection. If there is any one question
which is permanently settled in the minds of the people of
Kansas, it is the prohibition gnestion. In my judgment, the
question will never again be submitted to the people or se-
riously atten:pted to be resubmitted by any organization, politi-
cal or otherwise. If it shonld be resubmitted. prohibition would
carry by a larger vote than any other proposition that eould be
presented to the people of Kunsas. 1t kas been entirely elimi-
nanted from politics, and the people are practically a unit on the
question of retaining it as the fundnmental law of the State.
After this long trinl and experience with the Ianw fully 90 per
cent of the people would vote for its continnance and are favor-
abla to its extension throughout the Nation, Our firm stand
for the law ls proof of the strength of character of our citizens
and a constant example in practical reform to all the States of
the Nation.

The closing of the saloons and joints in the State has had a
most excellent effect upon the morals as well as the material
interests of the people of the State, so much so that no vne with
the best interests of the people and the State at heart desires to
o back to the old order of things under the saloon. Among the
most beneficial results of the operation of the law are better
homes, happier and wealthier families. higher standards of edu-
eation and intelligence, nnd n large rednction in erime. These
are the natural and inevitable results of prohibition’ wherever
effectively enforced. But the best result of all is in the fact
that of the half million boys and girls in Kansas only a very
small proportion have ever seen an open siloon. Children are
growing to manhood and womunhood withount the temptution or
evil influence of the saloon.

During the 38 years of prohibition the illiteracy of our people
has been reduced from 49 per cent to 2 per cent, and this
trifiing amount is nlmost entirely among the foreign element
in the mining section of the southeast. With 105 counties
in the State 87 of them bave no insane. 54 have no fechle-
minded, 96 have no inebrintes, and what few there are come from
the cities which defied the law until recent years. There is only
1 pauper to every 3.000 population, and there are 38 county
poor farms which have no Imustes. In July, 1911, 53 county
jails were empty and 65 counties had no prisoners serving
sentence., Since the estnblishment of prohibition the popula-
tion of Kansas has increased more than any of the surrounding
States, and her wealth hus increased until it has become the
richest State in the Union per capita. Although we suffered
one of the worst dronghts in the history of the State last sum-
mer, recent statements from.the banks show that in the 930
State banks there is on deposit belonging to the people of
Kansas about $120.000.000. nnd on deposit in the 213 national
banks about $90.000,000. making a total of $210.000.000. or about
$123 for every man, womun, and child in the State.

Until 1909 Kausas permitted drug stores to sell whisky and
other intoxicating liquors for medicinal purposes. This privilege
was grossly nbused, and the State legisluture, in 1000, passed a
law prohibiting the saie of intexieating liguor for any purpose
whatever. The State bank deposits of the Stite which had
theretofore been gaining gradually only about a million dollars
a year made a sudden increase of $14.000,000. or from $S83.000.000
to $07.000.000 at that time. In addition te this the jucrense in
wenlth within the past 10 yenrs has been at the rate of
$120,000.000 per year. The assessed valuation of property for
taxation is snficiect to give every man, woman, and child in
the State $1.700, while the average wealth in the Nation is
only about §1.200. Is it not reasonable to beideve and fair to
gy that 33 years of prohibition has had sowething tv do with
this grand result?

About three years ago when T was judge of the thirty-second
judicial district of Kansas, 1 was asked to give my opinion of
the effects of the law In thot particonlar locality., and 1 wrote
a letter setting forth my views at that time. which have not
materinlly changed. and I desire to read it now us a part of
my remarks on this occasion.

It is a pleasure to say that convictions are less difficult in my
distriet for viclations of-the prohibitory Inw than for the violation of
any other criminal lawe of the State. By a rigid eoforcement of the
law for many years. the former prejudice of the people agalpst the
law has completely changed te an extreme bias in its favor. When
a jury is mew unsled te try eme charged with the violation of this

law, instead of a juror disqualifying, ns he formerly did, becnuse of his
ijudice against the law, he now often disqunliies on account of his
rank admission of extreme bias in its favor: and frequently care
has to be taken on the part of the court in protecting the righfs of a
defendant to prevent a convictlon without sng!rit'ut evidence to sustaln

A man conld no more starl a joint in Garden City, or any other
southwestern Kansas town, than he could willfully apply a toreh to
one of our best buildings. No good citizen would stand for it, no
matter what his views on the lquor question. -

The result is, instead of belng what was formerly considered the
most lawless section of the State, we bhave. become the most Inw-
abiding people on the face of the earth, ‘This judiclal district, con-
sisting of the nine southwestern counties, embruces n territory equal
In size to the entire State of Connecticut with iittle old RRhode Island
thrown In, yet in most of the counties there has not been a erlminal
case on the dockets for over 15 years. and in some of the counties there
has not been a eivil difficulty of suflicient importance to- justify the
ealling of a jury for the same length of time. One or two days is suffi-
clent time to transaet the entire court business of a recular term in each
of the five southwestern counties.  The old argument thar no one will
settle in a prohibition community [z answered by the fact that onp
population has moere than doubled in the Iast four years, and Instend
of 6mnpl-rt_v decreasing in value It has enhapeed in value from 100 ro
1,000 per cent. I know of no one in the poorhouse or In jail in any of
these nine countles, nnd our people are as healthy, happy, and pros-
perous as can be found anywlere in the world, and may rightfully
chnllenge comparison with any other similar territory with joints or
open saloons.

What I said at that time as to conditions in my judicial
district could have been salidl of most of the other judicial dis-
l.r!t.:ls of the Stute. and remain about the same to-day.

Kansas welcomwes this resolution. aud I shall gladly render
every service possible to secure its passage. and thereby nid in
securing for the Nation the beneficent effects which have already
been realized in Kansas. §

Mr. OWEN. Mr. President. T feel it my duty as a Member
of this body to express my profound satisfaction and my cordial
acquiescence in the proposal offered to this body by the splendil
young Senator from Texas [Mr. Saepraen]. I approve of this
constitutional amendment. T am glad to see it introduced.

The eustern part of my own State, cousisting of the Five
Civilized Tribes of Indians, has had prohibition under the
Indian treaties for a long period of time, due to the recognition
by the Indian people of the baneful effects of this rratlic. In
admitting Oklarhowma into the Union, the Senate of the United
States imposed upon Oklahoma a condition which the best
people of Oklahoma sought and desired—that the State shonld
be introduced into the Union with prohibition at least for the
eastern part of Oklahoma, where the trealy obligntions of the
United States were transferred from the United States to the
proposed Commonwealth about to enter the Union, aud then [
compaigned Oklnhoma in favor of State-wide prohibition, which
was adopted after a fight with the l'quor interests.

I should feel derelict in my duty to humnan beings if T did
not now, at the first opportunity, express wmyself emphatically
in favor of this proposal.

The ounly value a seat upon the floor of the Senate has that
is worthy of a man is the opportunity it affords to serve other
men, [ bope the Senate may honor itself by passing this pro-
posal as promptly as it can be done under the order of business
in this body. [Applaose in the galleries.]

The VICE PRESIDENT. The Chair is compelled to state
to the occupants of the galleries, who are evidently strangers
in the city. that it must be perfectly apparent that business
ean not be condueted on the flvor of the Seu:nte if the gulleries
are to control the business. There is a great deal of objection
by Senators to manifestations. either of plensure or of dis-
pleasure, on the part of thie galleries. There is now pemding
a rule, not yet adopted, to prohibit it absolutely. It Is a source
of regret to a presiding officer to be compelled to eall atteution
to what manifestly might lead to a very serions breach of
decorum if long coutinued.

BANKING AND CUBRENCY,.

The Senate, as in Committee of the Whole. resumed the con-
sideration of the bill (L. I&. 7837) to provide for the estublish-
ment of Federal reserve bauks, to furnish an elastic currency,
to afford meuns of rediscounting comnnerciad papeyr, to estublish
a more effective supervision of banking in the United States,
and for other purrwses

Mr. WEEKS. Mr. President——

Mr. OWEN. 1 do not wish to interrupt the Senator from
Mussaehusetts. 1 thought if there. was no one prepared to
speak upon the measuré we might read those sections which are
unobjected to and dispose of them. bBut if there is desire for
delay until a further time, I will not press it. 3

Mr. WEEKS. There are two or three Senators on this side |
waiting to speak, and 1 think we ought to defer the comumence- )
ment of the reading of the bill for the present. !

Mr BRISTOW. May I inquire the plan that is te be fol-f
lowed? My understanding bas been that the bill would be/f
taken up section by section, and that the amendwments whichli

!
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huvehébgen suggested would be voted upon as the sections were
reached.

Mr. OWEN. Mr. President, as I understand the parliamen-
tary rules, there are two ways in which this may be done. We
can either take up the bill as it passed the House and pro-
poge amendments to the House text, which finally, when that
process has been concluded, would then be before the Senate as
a competitive measure, with the amendment moved as a sub-
stitute by the chairman of the committee; or, on the other hand,
as the substitute proposed. section by section, comes up, an
amendment may be proposed to it section by section.

Mr. BRISTOW. I understand the Senator from Oklahoma
has moved the bill which he has reported to the Senate as a sub-
stitute for the House bill, which was reported back by the com-
mittee. Bection 1 of the substitute proposed by the Senator
from Oklahoma is practically the same as section 1 of the
amendments proposed by the Senator from Nebraska [Mr.
HITCHCOCK].

Mr. OWEN. Yes; that is true.

Mr. BRISTOW. So there will be no controversy in regard
to section 1, I understand.

Mr. OWEN. No.

Mr, BRISTOW. Then when we come to section 2, as I un-
derstand—I may be mistaken in this—the Senator from Ne-
braska proposes to offer a substitute for section 2 as an amand-
ment to the Hounse bill. That would be perfecting the text of
the House bill before the substitnte of the Senator from Okla-
homa is voted upon; or, if the Senator from Nebraska desired,
he could offer section 2 as a sunbstitute for that section of the
substitnte, which would be an amendment to the amendment.

Mr. OWEN. Yes; that can be done.

Mr. BRRISTOW. In either event, the vote will come first on
the amendment to the amendment or upon the perfection of the
House text before the amendment of the Senator from Oklahoma
is voted upon.

Mr. OWEN. Yes.

Mr. BRISTOW. Would it not be better for us to proceed in
that way than to take up the sections of the bill where there
is no controversy and pass over those where there is contro-
versy?

Mr. OWEN. That is what I propose. I thought that would
be the most orderly way and the most convenient way.

Mr. BRISTOW. Then, when there is no one to speak, sec-
tion 1 will be taken up and disposed of.

Mr, OWEN. Yes.

Mr. BRISTOW. And then section 2 will be taken up and the
amendment offered.

Mr. OWEN. The amendment offered.

Mr. BRISTOW. That is entirely satisfactory to me.

Mr. OWEN. As an amendment to the amendment.

Mr. BRISTOW. Yes.

Mr. SMOOT. Did I understand the Senafor to say that there
were two ways of proceeding to the consideration of this
measure?

Mr, OWEN. That is what I understand.

Mr. SMOOT. First to take the House bill and amend that or,
secondly, to take the substitute and amend the substitute?

Mr. OWEN. Yes.

Mr. SMOOT. I know of no rule of this body that would allow
the substitute to be taken up and voted upon in the way of an
amendment to a substitute. The only bill that is before the
Senate is'the House bill. The only wiay we can proceed with it
is to amend ihe bill either by an amendment offered by the
Senator from Oklahoma or an amendment offered by any other
Senator, but we can not amend a substitute—

Mr. OWEN. It is an amendment.

Mr., SMOOT. Then it will have to be offered as an amend-
ment to the House bill. The Senator from Nebraska can not
offer an amendment to your substitute or any section of your
substitute. All he can do is to offer an amendment to any of the
paragraphs of the House bill. The Senator from Oklahoma has
a perfect right to offer his substitute, but it ean be offered only
as n whole In place of the House bill. That ean be done, of
course.

Mr. OWEN. The Senator makes the observation that it is a
substitute. It is offered in the form of an amendment, and
being an amendment proposed, an amendment to the amendment
ean be offered under the parliamentary rule.

Mr. SMOOT, Yes; but in order that an amendment can be
offered to an amendment, it must first be offered to the bill
itzelf, and that is the House bill.

Mr. CLARKE of Arkansas. Mr. President, the situation pre-
sented ought not to cause any difficulty. Whilst the report
presented to the Senate by the chairman of the Committee on
Banking and Currency is popularly referred to as a substitute,

it is simply an amendment in the form of a propesition to strike
out all of the House bill after the enacting clause and to insert
new matter. Our rules provide for that situation very defi-
nitely and very satisfactorily:

Pending a motion to strike out and insert, the part to be stricken
out and the part to be inserted ghall each be regarded for the purpose
of amendment as a question; and motions to amend the part to be
stricken out shall have precedence.

It will be entirely competent for the Senator from Oklahoma
to move to strike out all of the House bill after the enucting
clause and insert the matter he presented. Then it would
be open to other Senators who desired to perfect the House bhill
by offering amendments to that; and when the Senate has dis-
posed of such proposed amendments the question will come in
competition between the substitute offered by the Senator from
Oklahoma and the original House bill. But until the House bill
has been perfected, as we might say, the vote on the substitute
could not take place. Under our rule there does not seem to
be any way by which that result can be obviated. Calling
it a substitute does not give it any additional rights or deprive
it of the lawful character of an amendment, but it is a com-
prehensive amendment, in its legal effect, to strike out the
House bill and insert the new matter proposed by the chair-
man of the committee.

AMr. SMOOT. Mr. President, I fully agree with the Senator
from Arkansas that the Senator from Oklahoma can offer his
amendment by moving to strike out all after the enacting ¢lause
and inserting. There is no question about that. But that is
not what the Senator from Oklaboma said. The Senafor from
Oklahoma said there were two ways to proceed with it; that is,
to consider the House bill and offer the amendment to the
House bill, or take his amendment and perfect that without
offering it as an amendment to the House bill,

Mr. BACON. Mr, President, the principle is correctly recog-
nized, T think, as stated by the Senator from Arkansas. At the
same time I will suggest that there is possibly a simpler method
of procedure which would recognize the principle the Senator
now has stated.

The familiar rule and the ordinary method of procedure is
that where there is a substantive proposition, such as an orig-
inal bill, and another substantive proposition is proposed to be
substituted for it, as is this case, by striking out all after the
enacting clause and inserting a substitute in lien of it, the
parliamentary body deals with each of those separate propo-
sitions separately, the friends of each having the opportunity to
perfect each particular measure separately. Then one is put
against the other, and the body chooses between the two. The
simple method of procedure is this: It matters not, in taking
that course, whether the body permits the friends of the orig-
inal measure first to perfect it and lay it aside and then let the
friends of the proposed substitute perfect that, and after each
has had the action of the body in bringing it to the shape where
those who advocate the one or the other prefer to have it, then
the substitute, of course, is the first proposition voted upon by
the hody, and if it is earried, then the original proposition is
displaced, and the substitute stands in lien of it, and the body
enacts it into law. But the important thing is that each propo-
sition is dealt with separately, and the rights of amendment are
all the rights which belong to an original proposition and not
rights which are limited to the cases of amendments,

For illustration, here is the original bill. Under the rule
recognized—and it is the universal parlianmentary rule—only
two amendments are permitted to be pending at a time. If the
substitute were ftreated simply as an amendment, of course
there could be only one amendment offered to the substitute,
because an amendment can not pass the second stage. But if,
for purposes of amendment, the substitute is treated as an
original proposition, there can be two amendments offered to
any provision of that substitute. That is the way in which it
is done. 3

Of course the more usual plan is that the substitute shall
first be taken up and, treating it as a substantive original propo-
sition, proceed to act upon it by amendments which may be pro-
posed to it, and in that way perfecting it. When that is done
it is laid aside and the original proposition is then taken up
as another original substantive proposition, and all the rights
of amendment apply to that.

I will state, Mr. President, that there is a book in which that
matter is clearly set forth, in a simpler way than in any other
work on parliamentary law I have ever read. It is a little

book which can be found in the Library, known as Mell's Parlia-
mentary Practice, in which this particular subject is dealt with
and stated with very much more clearness and conciseness than
I have been able to state it. It is the easy, simple way in
Lwhjch a parliamentary body proceeds to deal with a question
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when there s an original proposition containing many pro-
visions and to which there would naturally be many amend-
ments proposed, and another substantive proposition which it is
intended to substitute for it. which, of course, must also go
through the complicated processes of amendment. In other
words, the twve must be treited separately in order to avoid
the difficulty of having to deal with the general ru'e of parlia-
mentary law that only two amendments can be pending at a
time. The substitute, when it is being perfected. is treated as
an original proposition. The original bill, when being perfected.
is also treated s an original proposition. So in each case the
two amendments can be pending at the same time for any
particular provision in them.

1 am quite sure that that is not only the correct rule. but
that it is the only practicuble one under which the body ean
proceed without confusion and withont difficu’ty in dealing with
a bill where there Is a substitute proposed for the whole of it,
efpecially where there are many sections te it, as in this bill.

Mr. CLAREE of Arkausas. Mr. President, I am not very fa-
miliar with the little book to which the Senator from Georgia
referred. but I am familiar with Rule XVIII of the Senate. The
only difference between the doefrine Iaid down in the little book
referred to by the Senator and our rule Is that the orvder cited
by him is dirvectly in conflict with the express provision of this
rule, The rule says:

5 And motiens te amend the part to be stricken out shall have prece-
andce.

Instead of amending the substitute and laying it aside, the
specific language of ihe rule is that the original proposition
shall be amended by its friends, so that when the vote comes
that involves its life it will be perfected In its best form.

It is not the rule of the Sennte and it can not become the rule
of the Senate as long as the last clause of Rule 18 Ig in exis'-
ence, that a substitute shall be considered first. The proposi-
tion to amend the House bill will be the first motion in order,
and in this particular case it obviously works out the most ex-
pedilious result. If it is a fact that the mujority of the Senate
first intend te dispose of the matter in that way, and are per-
fectly willing to stand by the comprebeunsive amendment or
substitute, or whatever name you choose to apply to it, pre-
sented by the chairman of the committee. it is a very easy
maiter to dispose of an amendment offered by those who be-
lleve thiat the text of ths Iiouse bill should be amended. It
may be laid on the table or otherwise disposed of in some regn-
lar parlinmentary way. So when we reach the substitute, if
no amendments are adopted to that, we then take the House
bill as it came to us and the substi ute as presented by the Sen-
ator from Oklahoma on behalf of the Committee on Banking
and Currency. Our first business under this rule will be to
deal with such amendments as are offered to the House bill, be-
cause the propesition then will be made to strike out all after
the enascting clause and inser: in solido the proposition con-
tained in the repert made by the chairman of the Cemmittee
on Banking and Currency. -

The cobgervations of the Senator from Georgia are very
generally correct, and I differ from him with much hesitancy,
but I think the text of the rule is so plain that I am warranted
in deing it in this case. He is exactly right about the fact that
the text to be stricken out and the provision to be inserted in
lieu of it constitute two parliamentary questions. and they are
to be disposed of in order. Uunder our rule precedence is given
to an amendment offzared to the original text before it is com-
petent for the Senate to consider the adoption of the substitute
or its amendment. Really there is no room for serious dispute
about it. The text of the rule is so plain that I think there
will be no dificulty about it when we come to deal with it
practically.

Adir. HITCHCOCK. Mr. President——

Alr. BACOXN. If the Senator will pardon me a moment, the
vital consideration in wy wmind is that the two shall be con-
sidered as substantive propositions in order that all rights of
amendiment which would apply to an original measure may be
enjoyed by each. That is the vital thing about it.

The question as to whether the substitute shall be tnken up
first and perfected or whether the orig'nal bill shall be taken
up and perfected Is not vitnl, and it is entirely ngreeable to me
that the bill shall be econsidered first for amendment.

Of course T do not know that the substitute which is to be
offered hy the Senator from Oklahema will or will not be
amended. T believe there are some nmendments that he him-

self wislies to offer to it. and if so. he ought to be permitted
to perfect his substitute before he offers the messure which he
proposes by striking out all after the enacting cliuse and
inserting it. He must perfect that before he makes his motion
to strike out.

Mr. OWEN. That is right.

Mr., BACON, That is the whole point in regard to that. So
far as the guestion as to whether the original proposition is
first considered for amendment er whether the substitute is
considered for awendment. it is in practice not a matter of
vitil importance. It is, however, a matter of vital importance
that the two measures shull be each considered ns an original
measure for the purpose of amendment. That is all T contend
for. I do not think there is any possible doubt about it.

The VICE PRESIDENT. The Chair will state whnt seems to
be the state of the record. The bill was reported back from the
comitiee. The only amendment now pending is the amend-
ment offered by the Senator from Oklaboma. But the ruling of
the Chair will be that amendments may be proposed to the
originul House bill and after the original House bill has been
perfected, then the amendment of the Senator from Oklahoma
comes up, and the amendinent of the Senator from Oklahoma is
smendable. As many amendments may be presented to it as
Senators see fit to offer.

Mr. HITCHCOCK. Mr. President. in order to make some
progress and to clear up the parlinmentary situation, I offer
as an amendment to the House bill, the amendment to section 1,
which appears upon the print authorized by the committes
which, as 1 onderstand, has been practicailly accepted by the
chairman of the committee. Am I correct in that?

Mr. OWEN. I understand that that is the case.

Mr. HITCHCOCK. As a matter of form, I first offer the
amendment that appears in section 1.

The VICE PRESIDENT. The amendment proposed by the
Senator from Nebraska will be stated.

The SecreTARY. On page 1, after line 4, it is proposed to in-
sert:

The terms “pational bank ™ and * matlomal banking association ™
used in this act shall be heid to be synonymous and interchangeshle,
The term * member bank ™ shall be held to mean “ﬂe pational bhank,
State bank, or trust company which has become a member of voe of Lhe
reserve banks created by this act. The term * board ™ shall be held te
mean Federal reserve board ; the torm * distrlet " shall be held to mean
Federal reserve district; the term * reserve bank™ shall be held te
mean lederal reserve bank.

Mr. HITCHCOCK. Mr. Prasident, as this amendment is sab-
stantinlly concurred in by both wings of the committes and has
the appreval of the Democratic conference, I presume that it
may be adopted without auy further discussion.

Alr. OWEN. 1 have no objection to the adoption of thag
amendment.

The VICE PRESIDENT. The question is on agresing to the
amendment proposed by the Senutor from Nebraska [Mr. HiTtcH-
cock].

The amendment was agreed to.

Mr. WEEKS. Mr. Precident, I want to call the attention of
the Senante to one phase of this legislation which I think has
not been completely discussed and because I have some infor-
mation which, it seemis to me, will be of interest to the Senate.

One of the contentions wiiich developed when the bill was
originally proposed in the House was as to the character of the
raserve board—whether the bourd should be made up of bank
men or should be comiposed of men who are not in any seuse
bank men, or should have some bank men and others who have
had no banking experience but who have been engaged in gen-
eranl business pursnits. The changing sentiment was reflected
in the different bills which enme iuto the House. The first bill
provided that three of the members of the reserve board should
be bauk men: the mext bill previded that one should be a bank
man; and the pext bill provided that none of the members of
the reserve board should be Lankers. It was contended that
there was 2 renson for this last solution of the question, in that
the directors of European central bauks were in no case bankers.

There is n materinl difference between the banker as we
understand him to be in this comntry and the banker as he is
mnderstood abroad. Many wen engaged in mercantile pursuits
in Europe, especially in England, are classed as merchants,
but they are really merchant bankers, especlally those engaged
in foreign trade. Therefore when it is suid in Kngland that
the director of a bank is a merchant he may be a banker as
well as a merchant. 8o the stafement is not In any sense true
that the great European banks have not on their boards of
directors men who have been actively engaged in banking
pursuits. It is true that. gemerally speaking. they are not ac-
tively interested in joint-stock banks. but there are bauks of
jsspe. there are bnunks of discount. and there are other classes
of bnnks in Europe, which are represented on these boards.
In order to Indiente that this contention is sound anid te have
it in the record, I want to eall to the attention of the Senante the
character of the membership ef the different boards of directors
of the three greut Kurepean central reserve banks.
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I want especially to ecall attention to the fact that these
directors of the Bank of England are either private bankers or
are directors sometimes in one and sometimes in many other
active business pursuits.

The bank directorate or board of the Bank of England is
composed of the governor of the bank, W. Cunliffe, of Cunliffe
Bros., merchants, a director of the North Eastern Railway.

DEPUTY GOVERNOR.

Ceeil Lubbock, director Withbread & Co. and Northern In-
surance Co.

DIRECTORS.

(. G. Arbnthnot, of Arbuthnot. Latham & Co., merchants; a
director of London Assurance Corporation. Y

H. C. 0. Bonsor, chairman South Eastern Railway Co.; chair-
man Watney, Coombe, Reid & Co. (Ltd.); and a director of
Northern Assurance Co. and London & Greenwich Railway.

Herbert Brooks, of R. Brooks & Co., merchants; chairman of
Atlas Assurance Co., British Australasian Trust & Loan Co.,
Tnited Planters’ Co. of Ceylon; and a director of Colombo Elec-
irie Tramways & Lighting Co., Indemnity Mutual Marine Assur-
ance Co., and the Peninsnlar & Oriental Steam Navigation Co.

W. M. Campbell, of Curtis, Campbell & Co., West India mer-
chants: a director of the Commerecial Union Insurance Co. and
the Merchants Trust Co.

Brien Cokayne, of Antony Gibbs & BSons, merchants and
bankers; a director of the Fortuna Nitrate Co. and Pan de
Azuear Nitrate Co.

A. C. Cole, a director of the London Assurance Corporation,

C. H. Goschen, of Frohling & Goschen, forelgn bankers.

E. C. Grenfel, of Morgan, Grenfel & Co.. bankers; vice presi-
dent International Mercantile Msarine; director of Indemnity
Mutual Marine, Sun Insurance Office, and Sun Life Assurance
Society.

Sir E. A. Hambro, of C. J. Hambro & Sons, bankers.

I. H. Hanbury, of Wood, Field & Hanbury, hop merchants;
direetor in Crompton & Co. and Guardian Assurance Co.

G. W. Henderson, of R. & J. Henderson, East India mer-
choants; chairman of Borneo Co.

W. D. Hoare, of Hoare, Miller & Co., merchants; chairman
Belize Fstate & Produce Co., Brazilian Trust & Loan Corpora-
tion, and London Trust Co.; director Alliance Assurance Co.
and London & Brazilinn Banlk.

Lord Hollenden, of I. & R. Morley, warehousemen.

Right Hon. P, H. Jackson, of Frederick Huth & Co., mer-
chants; chairman Indemnity Mutual Marine Insurance Co.;
director in Acorn Trust Co., Eastern Telegraph Co., and North-
ern Assurance Co.

Il. E. Johnston, of Edward Johnston, Son & Co., merchants;
vice chairman of Guardian Assurance Co.; director in Sao Paulo
Brazilian Railway Co. and the Thames & Mersey Marine In-
surance Co.

R. L. Newman, of Newman, Hunt & Co., merchants; director
North British & Mercantile Imsurance Co.

M. C. Norman, D. 8, €., of Brown, Shipley & Co., bankers.

Sir Augustus Prevost, Bart.,, of Morris, Prevost & Co., mer-
chants; director in Guardian Assurance Co.

TLord Revelstoke, G. C. V. O., of Baring Bros., bankers and
financial agents; director in Arthur Guinness, Son & Co.

A. G, Bandeman, chairman of George G. Bandeman & Sons;
member of council of the Corporation of Foreign Bondholders.

¥, C. Tiarks, of J. H. Schroder & Co., merchants; chairman
of Szo I'aulo Coffee Estates,

H. A. Trotter, of Thomson, Hankey & Co., merchants; director
Alliance Assurance Co., Cordova Light, Power & Traction Co.,
and United Eleetric Tramways of Montevideo,

V. €. Vickers, of Vickers (Ltd.), shipbuilders; director of
London Assurance Corporation. ;

A. . Wallace, of Wallace Bros. & Co., merchant

It is true that, generally speaking, those directors are not
immediately connected with the management of joint-stock
hanks; but, as indicated from the reading, they are, in several
instances, directors of trust companies, and te say that Mr.
1. ., Grenfel, of Morgan, Grenfel & Co.; C. I Goshen, of Froh-
ling & Goshen; Sir E. A, Hambro; F. H, Jackson, of Frederick
Hugh & Co.; Cecil Lubboek; and Lord Revelstoke, of Baring
Bros., are not bankers is simply to beg the question, because
there are few as competent bankers in the United States as are
those men. The assertion, therefore, that bankers should not
be appointed on the Federal reserve board because bankers are
not members of the board of directors of the Bank of England
is, in my judgment, entirely unwarranted.

Now, let us turn to the German bank and the French banlk
and in the same way demonstrate that their boards of directors
are composed of material similar to that making up the board
of directors of the Bank of England.

The Reichsbank has three organs, which compose the adminis-
tration. The first is the Reichshank Kuratorium, of which the
president is the chancellor of the German Empire, at present
Bethmann Hollweg; the vice president is the secretary of state
of Prussia, at present Dr. Delbrueck. The other members of
the board are Dr. Lentze, the Prussian finanee minister; Dr.
Wolff, of the Bavarian ministry of finance; Dr. Hallbauer,
grivy councillor of Saxony; Dr. Predoehl, the mayor of Ham-

nrg.

From this it will be seen that this is a body representing some
of the States that comprise the German Federation, who are
appointed to and stay in office for an indefinite time, quite inde-
pendent of any party policy. It should also be remembered in
this connection that the chancellor of the German Empire
remains in office even though he may not be supported by a
majority of the parties in power, so that the whole body of this
portion of the directorate of the Reichsbank is strictly non-
partisan,

The second branch is the Refchsbank Direktorium; president,
Mr. Havenstein; vice president; Dr. Glasenapp; and six addi-
tionnl members.

The third Lranch is the Zentral Ausschuss, composed of Dr.
Kaempf, president of the municipal council of Berlin; Mr.
Hardt, a prominent business man; Mr. von Mendelssohn, member
of the most important private banking firm of Berlin; Mr. Woer-
mann, a prominent merchant of Hamburg; Dr. Salomonsohn,
manager of the Disconto-Gesellschaff, one of the largest banks
of Berlin; Mr. Hecker, a banker; Dr. von Schwabach, leading
partner of the second largest private banking firm of Berlin:
Mr. Delbrueck, partner of the third largest private banking firm
of Berlin; Count von Doenhoff-Friedrichstein, apparently repre-
senting agrarian interests; Prof. Dr. Helfferich, cne of the lead-
ing directors of the Deutsche Bank, the largest bank of Ger-
many ; Mr. Hogo Oppenheim, a Berlin private banker; Mr. Otto
Braunfels, a Frankfurt private banker; Mr. Carl Fuerstenberg,
manager of the Berliner Handelsgesellschaft, one of the four
most prominent banks of Berlin; Dr. James Simon, a prominent
Berlin merchant; Dr. von Oppenheim, a prominent private
banker of Cologne. There are three deputies of this group and
their substitutes, who are acting as constant consultants with
the Direktorium when the Zentral Ausschuss does not meet.
These are all bank presidents and two most important private
bankers of Berlin, except Dr. Kaempf, who Is now a retired
banker and, as stated asbove, president of the municipal couneil
of Berlin. They are Kaempf, Schwabach, Fuerstenberg, von
Mendelssohn, Prof. Helfferich, and Dr. Salomoensohn, the six pri-
vate bankers referred to in the reading.

There are local committees, composed of men of similar char-
acter, in Bremen, Breslau, Cologne, Danzig, Dortmund, Dresden,
Frankfurt, Homburg, Hannover, Kiel, Konigsberg, Leipzig, Mag-
deburg, Mannheim, Munich, Nuremberg, Posen, Stettin, Strass-
burg, and Stuttgart.

In these cities are branch banks, which may be compared with
the branches which will be established through our regional
banks under the provisions of the pending bill.

The Kuratorium, the government board, meets only four times
a year. The Zentral Ausschuss is being called together once a
month at least and every time when there is a question of chang-
ing discount rates. The deputies of the Zentral Ausschuss assist
at the weekly meetings of the Direktorium. The actual manage-
ment of the Relchsbank is in the hands of the Direktorium,
which is recruited from members of the staff, all trained in
business, and who remain in office irrespective of party policy
and irrespective of pelitical questions as long as they render
good service, appointed for life.

1 want to submit now the character of the directorate of the
Bank of France. There is the governor, Mr. G. Pallain; the
deputy governors, Messrs. Lem and Sergent; the regents, Baron
Hottinger, Messrs. Aynard, Richemond, Loreau, Baron de
Neuflize, Baron Davilier, Mallet, Baron E. de Rothschild, Der-
villé, Bénard, Colomb, Cousin, Lariviere, René Laederich, I, de
Wendel. Of these Baron Hottinger, Mr. Mallet, and Baron
Rothschild, and Baron de Nenflize, all to be heads of important
private banking firms of Paris, where, of course, the Rothschilds
are the leaders. Mallet, Hottinger, and De Neuflize are also
very important private firms. There are three censeurs, Messrs,
Derode, Guillain, and Vietor Legrand. The branches are in
charge of local boards.

Senators should be, and probably are, aware of the fact that
the regents are elected by the 200 largest slockholders.

The regents have a vote on the board, but they ean not out-
vote the governor, who has to be in accord with them, in order
to constitute a resolution.

It is important to state the fact that the bankers on the
board of the Bank of France are, jointly with the governor,
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running the business, because it has been publicly stated, not
only referring to the directorship of the Bank of England and
the Bank of Germany, but especially to the Bank of France,
that no bankers were on those boards, and that was the reason
why bankers should not be placed on the Federal reserve board.

As I have said before, it concerns me very little whether the
President appoints the members of the reserve board or whether
they are elected by the banks or provided for in some other way,
if they are thoroughly competent men for those places; and in
order to secure thoroughly competent men I submit to the Sen-
ate that we are likely to get better results if “men are ap-
pointed who have had banking experience, but who have at the
time of their appointment no entangling alliance with any
private banking concern of any character, and preferably no
business connections whatever.

I have put this in the Recorp, Mr. President, in order that
there may be no misrepresentation or misinformation about
this fmportant question. The best banking men in Kurope,
other than those connected with the joint stock banks, are di-
rectors in the national banks of the respective countries, and I
hope that when the places on our reserve board are fllled it
will be found that they have been filled largely by men who
have had broad mercantile experience who understand and com-
prehend our foreign trade and its requirements and who have
had actual banking experience, so that they may fill those
offices to the satisfaction of all the people of the United States.

Mr. SHAFROTH. Mr. President, in answer to the Senator
from Massachusetts, I wish to say that the writer, upon the
Bank of England, at least, expressly says that no banker is upon
the court of directors of the Bank of England; and he defines
a banker as being one connected with a check-paying bank. Mr.
Hartley Withers has written a book on the Bank of England,
in which he expressly states that while there are upon it men
interested in financial institutions, no person is upon the court
of directors of the Bank of England who is connected with a
check-paying bank.

The National Monetary Commission examined the governor of
the Bank of England, and in his testimony he stated that no
banker connected with a check-paying bank was upon the court
of directors of the Bank of England. He further said that
while there was no law which prohibited it, it was the univer-
sal custom and it never had been departed from.

Mr. Bagehot, in his book entitled “ Lombard Street,” which
treats of the Bank of England, expressly stated that there was
no banker, in the sense of a person connected with a check-
paying bank, upon the court of directors of the Bank of Eng-
land. Whether the list which has been cited by the Senator
from Massachusetts defines the banks with which these per-
sons are connected, whether they are check-paying banks or
not, I do not know. Under the definition which has been given
by these three writers upon the Bank of England itself, how-
ever, it seems to me to be clear, at least in the absence of a
showing as to the character of the banks that have been de-
geribed in the speech of the Senator from Massachusetts, that
the word of these gentlemen who know so much about the sub-
ject should be taken as true.

Mr. WEEKS. I should like to ask the Senator from Colorado
a question. Would he consider Mr. Schiff, of Kuhn, Loeb & Co.,
of New York, a banker?

Mr. SHAFROTH. I do not know enough about their business
to state as to that.

Mr. WEEKS. Would the Senator consider Mr. Morgan, of
J. P. Morgan & Co., a banker?

Mr. SHAFROTH. I do not know his connections. We gen-
erally speak of them as bankers, and yet they might come
within the very definition which has been described by the
writers upon the Bank of England.

As I understand, a director of the Bank of England must
have, as a qualification, stock in the Bank of England to the
extent of £500, and must own a mercantile business to the ex-
tent of £20,000. That seems to have been laid down as the
general qualification of a member of the court of directors.
As to check-paying banks, the writers on the subject expressly
say that they are not and never have been members of the
court of directors of the Bank of England.

Mr. WEEKS. I think the Senator from Colorado is begging
the question. There is no doubt about Mr. Morgan, or Mr.
Bchiff, or a long list of similar names in this country, being
bankers. They are the leading private bankers of the United
States. They are in exactly the same class as Lord Revelstoke,
of Baring Bros., who is a member of the board of directors of
the Bank of England.

If there is going to be a differentiation between a joint-stock
bank and a private bank, I am not going to discuss that thin,
narrow, restricted point of view; but it does not admit of any

question whatever that men who are acquainted with all the
banking business of the country, who are familiar with every
form of banking, forelgn as well as domestie, are members
of those boards, because I have read the names of men who
to-day are actually members of the boards of directors of the
three great banks of Europe.

Mr. SHAFROTH. I want the Senator from Massachusetts,
then, to differentiate this language which is used by Mr. Walter
Bagehot in his book on Lombard Street:

In London no banker has a chance of be bank (of England) direec-
tor, or would ever think of attempting to bemogne. 1 n{m tmrcr.it spea)king of
bankers 131 s'n Elngll-sh sense (of those who accept deposits subject to
check). Not only no private banker is a director of the Bank
of England, but no director of any joint-stock hank would be allowed to
l.)ect:‘me‘sucb. The two situations would be taken to be incompatible.

The mass of the bank directors are merchants of experience,
employing a considerable capital In trade in which they have been
gmus{?:nupf atnhd I‘;ltli w}lllc‘:‘h Em lalre well acquainted. * * * The
irec [ e Bank of E -
DR r Bt ng as for many generations been com

There Is also a statement here from Mr, Hartley Withers, in
which he comments upon this very matter, and says:

When we come to consider the bank's organization, Its most strikin
features are the constitution of its court of directors and Its system o
government by rotation, and these are points on which the bank's
critics have fastened with the keenest ene_rgg and determination.

The bank court is a committee recruited chiefly from the ranks of the
accepting houses and merchant firms, and Its members are nominated by
itself, subject to the purely formal confirmation of the shareholders; .
and it is an unwritten law that no banker in the ordlnary sense of the
word—that Is, no one connected with what we call the check-paying
banks—can be a member of It,

At first sight, this is one of those anomalous absurdities so common
in England, and so puzzling to the intelligent foreigner, who can not
understand why we suffer them. A court of directors ruling the Bank
of England, and so performing most important banking functions, and
E:t disqualifying for membership anyone with an expert knowledge of

nking, is a tempting subject for an eplgrammatically minded satirist.
But, in fact, this anomally, like many of our others, not only works
excellently well In practice, but is, when calmly considered, clearl
based on sound common sense, For in the first place it would obvi-
ously be undesirable that a member of one of the outer ring of banks
should have the insight into the position of his rivals whic’g member-
ship of the Bank of England court could give him, unless all the others
were similarly privileg But if all the outer banks were represented
on the bank court, it would become a committee of unwieldly dimen-
glons, perhaps reproducing or reflecting in the bank parlor the rivalries
and jealousies that stimulate the outer banks to work agalnst one an-
other, but are not conducive to their working together.

And the gquestion of proportionate representation would be difficult to
settle. As It is, the bank court, being free from connection with the
outer banks except by keeplng thelr lances, is able to watch thelr
proceedings with a_ wholly impartial eye, and, on occasion, to make
suggestions with salutary effect,

The governor of the Bank of England, who was examined by
the National Monetary Commission, testified as follows:

Q. Is there any custom restricting the class from which the directors
may be selected 7—A. There is no legal restriction as to the class from
whfch directors may be selected, except that they must be *“ natural-
born subjects of England or naturalized,” but in actual practice the
selection "is confined to those who are or have been members of mer-
cantile or financial houses, excluding bankers, brokers, bill discounters,
or directors of other banks operating in the United Kingdom.

It seems to me that when these three authors, and the gov-
ernor of the Bank of England himself, say that no banker is
upon the court of directors of that bank in the sense of a man
connected with a deposit and check paying bank, it ought to be
conclusive of the question.

Mr. WEEKS. I stated that there were banks in England hav-
ing different functions, such as banks of deposit, banks of dis-
count, and banks of issue, but that so far as our definition of a
banker is concerned there were such bankers on the board of
directors of the Bank of England. Nobody will contend that
from our standpoint Lord Revelstoke is not a private banker;
and yet one of the authors called as a witness by the Senator
from Colorado says there are no private bankers on the board.

There are certainly at least six men on the board who would
come within our definition of a private banker in this country—
the class of bankers represented in New York by firms like
Morgan & Co., Kuhn Loeb & Co., and similar firms in different
parts of the country. ; :

To say that there shall be excluded from this reserve board
men who have had banking experience is likely to remove from
it the possibility of the very kind of experience which will make
the board most efficient.

Mr. SHAFROTH. Nobody expects to exclude men who have
had experience; Lut when they are upon the board they ought
to have no connection whatever with the banks of the United
States.

Mr. WEEKS. We provide that they shall not have.
RECESS.

Mr. SHERMAN. Mr. President, I desire to make some pass-
ing comment on the pending bill, the comment to be of a general
nature. Probably I more immediately represent the la;_rman—-—_-

.
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Mr. SMOOT. Mr. President——

The VICE PRESIDENT. Does the Senator from Illinois
yield to the Senator from Utah?

Mr. SHERMAN. I do.

Mr. SMOOT. I should like to ask the Senator from Indiana
[Mr. KerN] whether it is worth while to compel the Senator
from Illinois to begin his speech at 7 minutes before 6 o’clock.
He desires to go on immediately at 8 o’clock, and I think if the
Senate could take a recess now until 8 o'clock it would be

justified.
Mr. KERN. I have no objection to a recess being taken now.
Mr. SMOOT. I should like to have it done, because the Sen-

ator from Illinois expects to go on at 8 o’clock, and it is now
7 minutes of 6.

Mr. SHERMAN. I should prefer to begin at 8 o’clock.

Mr. KERN. I hope seven minutes more will not be consumed
in an unnecessary roll call immediately after 8 o'clock; but
whether that is done or not——

Mr. SMOOT. 1 can not agree to that, of course.

Mr. KERN. I say, whether that is done or not, I will move
a recess until 8 o’clock.

The motion was agreed to; and thereupon (at 5 o'clock and
53 minutes p. m.) the Senate took & recess until 8 o'clock p. m.

EVENING SESSION.
The Senate reassembled at 8 o’clock p. m.
Mr. SMOOT. Mr. President, I suggest the absence of 2
quorum.
The VICE PRESIDENT. The Secretary will call the roll.
The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Gronna Simmons

Bacon Hollis Nelson Bmith, Ga
Brady James O’'Gorman Smith, Md.
Bristow Johnson Overman Smith,
Bryan Jones Owen Smoot
Chilton Kenyon Page Stone
Clarke, Ark. Kern Robinson Bwanson
Colt Lane Baulsbury Thompson
Crawford Lea Shafroth Thornton
Cummins Lewis Sheppard Tillman
Dillingham MeLean Sherman Warren
Fletcher Martin, Va. Shields Weeks
Gallinger Martine, N. J. Bhively Williams

The VICE PRESIDENT. TFifty-two Senafors have answered
to the roll call. There is a quorum present.

AGRICULTURAL EXTENSION WORK.

Mr. SMITH of Georgia. Mr. President, I will necessarily be
absent to-morrow morning during the morning hour on busi-
ness in some of the departments and I ask leave to present a
report to-night from the Comunittee on Agriculture and For-
estry.

The VICE PRESIDENT.
hears none.

Mr. SMITH of Georgia. From the Committee on Agriculture
and Forestry I report back favorably without amendment the
bill (8. 3091) to provide for cooperative agricultural extension
work between the agricultural colleges in the several States re-
ceiving the benefits of an act of Congress approved July 2, 1862,
and of acts supplementary thereto, and the United States De-
partment of Agriculture, and I submit a report (No. 139)

thereon.
The bill will be placed on the

Is there objection? The Chair

The VICE PRESIDENT.
» calendar.
BANKING AND CURRENCY.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 7837) to provide for the estab-
lishment of Federal reserve banks, to furnish an elastic eur-
rency, to afford means of rediscounting commercial paper, to
establish a more effective supervision of banking in the United
States, and for other purposes.

AMr. STONE. Mr. President, I desire at some time soon to
occupy not exceeding 30 minutes in submitting some remarks I
wish to make while this bill is under consideration. I had in-
tended to do that to-night, but I do not feel physically in form
nor do I care to undertake it. I understand the Senator from
Ilinecis [Mr. SHErMAN] desires to address the Senate. All T
care for is to wedge in somewhere between these heavy guns
wlio oceupy hours in elaborating their views. I think perhaps
I can arrange with the Senator from Ohio [Mr. BugTox], who
has given notice of his intention to speak- to-morrow at con-
siderable length, to let me in for a few minutes before he begins.
That would be far more pleasing to me. So I will not interfere
io-night with the purpose of the Senator from Illinois. As far
as I am concerned, I stand ready to listen to his enlivening
_observations.

Mr. CLARKE of Arkansas. Mr. President, I send to the desk
a telegram which I ask the Secretary to read.
The VICE PRESIDENT. Without objection, the Secretary
will read ns requested.
The Secretary read as follows:
Lirrie ROCK, ARK., December 10, 1913,
Senator JAMES P. CLARKE,

Washington, D. C.:

Copy of blll received and very carefully considered. Bill as a whole
much improved. BSerlous chjection paze 87, readlng * no member bank
shall extend, directly or Indirectly, benefits of this system to nonmember

k" That would prohibit absolutely any nonmember bank. no mutter
what slze, carrying account with member bank. Seetion 17 improved,
but open to the same objections of elearing Instead of collecting., This
is all fa favor of the large banks in the reserve centers. Possibly benefit
the North and East, but serions defriment to South and West. Provi-
sion allowing banks to charge drawers of checks for checks cleared im-

ractieable, Depositors of checks have heretofore assumed cost of col-
ecting. This such a radical ehange that banks would be afraid to
avail themseives of It. being afrald of Interpretation by the Btate
courts of the present law merchant of contract between depositor and
bank. This could not compel nonmember banks to charge and would
drive eustomers from member banks to nommember banks, Provision
allowing charges for sale of exchange, if that provision goes through,
impracticable. XNo one would buy exchange personal checks were
cleared at a very minimom rate. TInterest on funds while in transit
wonld amount to more than eollection charges. In my opimion, clear-
ing of individual checks impracticable; of no benefit to the country.
Citles only would profit, to the detriment of the country, and would
cause such a revolutlon In present methods of dolug business and such
criticism by individuals who would be charged who are not now
charged that it would be not only a political blunder, but a political
crime. I am a Democrat; I want to see the Democrats pass a thor-
oughly secientific—at least thoroughly praetical—bill that will benefit
the country and the ﬁr;y. Demgerats have been Im office two fermns
in the last 5O years, t let us legislate ourselves out of offier again.
Georce W, RoGeRs.

Mr. CLARKE of Arkansas, Mr. President, the author of
that telegram is Mr. George W. Rogers, cashier of the Bank of
Comerce, of Little Rock, Ark., one of the leading financial
Institutions of our State. He is a mest intelligent gentleman
and a banker of great experience. He has given muech attention
to this particular legislation, and I gladly admit I have profited
by frequent conferences with him.

I think his arraignment of the substitute hill is rather more
sweeping than is justified. Independently of my own opinion
about the matter, I have conferred freely with the Senators
directly in charge of the preparation of the substitute which
will be offered and to which he makes reference in his tele-
gram, and none of them wholly agree that his criticisms are
well taken. However, I have such respect for him personally,
and such respect for his opinions on the general subject of
this legislation, and such a complete knowledge of his familiar-
ity with practical banking matters, that I felt I could not
withhold his telegram from the Recorp. I believe that his
opinion is worthy of consideration by the conferees who will
ultimately consider the bill. Some of his objeetions seem to me
to have merit in them. I feel sure he is gincere in what he has
suid about the defects in the substitute bill and that he is
prompted to make the suggestions he does by his intimate
knowledge of practical banking and not by a desire to be
captious. I fear that he has not given due weight to the radieal
change of system that is involved in the adoption of the pend-
ing legislation, and has failed to make due allowance for the
incidental compensations that will become apparent when the
system has been tested by actual operation. The parliamentary
stuge has been passed when amendments may be offered
without hope of adoption, and I trust that the conferees from
the two Houses of Congress will carefully consider the objec-
tions indicated by Mr. Rogers before the final text of the bill is
agreed to.

Mr. SHERMAN. Mr. President, I regard the telegram just
now introduced in the LEcomrp as a most encouraging intreduc-
tion. I have no technical knowledge of banking. The comments
I shall make will be entirely nonprofessional. From the lay-
man's point of view this bill presents, whichever section of it be
considered, some very striking differences. I shall speak of one
that appeals most favorably to me as the Hitchcock bill, if you
will accept that expression, and the other as the caucus bill
This is by way of identification and shortening the record.

Last spring, if I had been called on to vote upon the cloture,
in all probability I would have favored some reasonable modifi-
cation of the present rule on that subject. I would not at this
time do so. 1 believe the present practice is as conducive to
sane legislation as if it were restricted.

The larger the legislative body the less deliberation, the less
the individuality of the Member. The House with its 435 Mem-
bers is less of a deliberative body than the Senate with its 96
Members. The reason is apparent. If everybody in the House
talked to his entire satisfaction there never would be any legis-
lation fn that ; 435 Members would consume all the
waking hours allotted to the average man. Therefore the rules




624 CONGRESSIONAL RECORD—SENATE.

7

DrceEMBER 10,

of the House must close debate. The previous question there,
or whatever may be equivalent to it in practice, becomes abso-
lutely indispensable to the transaction of its business. As the
number of men increases in a deliberative body the relative im-
portance of those who lead that body increases by the same
inevitable rule. That influence does not mean that the member-
ship is extinguished; it only means that the representation of
a large number of men is placed in the hands of a chosen few.
That always happens. Government by the muliitude does the
same thing, It multiplies the temporary power of popular lead-
ers and the publie press. It needs no closing rule or cloture
where there are but 96 men authorized to represent a coordinate
branch of a legislative department. Ninety-six men can never
talk each other into complete exhaustion nor unduly delay legis-
lation. It mnkes no difference how political parties are divided,
whether into two or more, a minority party can never prevent
the majority party from having.and exercising the power that
is commensurate with the responsibility that naturally attaches
to that power. Public opinion is after all a powerful remedy if
evil result from unlimited discussion.

The Senate is the only open forum there is left in the United
States. Out of 48 legislatures of asg many States there is no
such thing as an open forum. In the more numerous body of
the State legislatures it is a closed forum all the time, and
under express parlinmentary rules the organization legislates.
The larger the State the greater this truth. The House of
Representatives is no longer an open forum where unfettered
freedom of discussion prevails. The Senate is. It ought to re-
main so. If public opinion is not a sufficient corrective for a
minority or does not have a sufiiciently steadying influence on
a majority, we can afford to take the time, even though in the
opinion of some dignified and learned Senators that time may
be wasted. 1 do not think it is. There never is an explosion
g0 long as the steam escapes. It is only the imprisoned elements
that destroy. Let a man talk himself empty, and it is the first
step toward universal peace. To suppress him and imprison
his thought is the most provocative of war of anything in the
world. They did not use the guillotine in the French Revolution
half as readily until gag rule had been applied to some of the
orators.

So I believe here, while we have been suffering from some
verbal castigation, because we have taken some time, I am not
sure but the time has been well spent, I do not expect to con-
vinee those who are already convinced the other way. There is
some consolation sometimes in talking to the insensate timber in
the seats. The lifeless thing is really sympathetic sometimes
here compared with the human beings to whom the avenues of
renson are closed. [Laughter.] We have not lost any time
here, not even on the record of the majority party, as much as
we have encroached on the working hours of the day. I am
perfectly satisfied, if we must, to begin at 10 ¢’clock in the morn-
ing and to work until 11 o'clock at night and to keep it up all
“l'inter; some of us are used to it, but we have not wasted the
time.

We had a lecture last night that was entertaining, edifying,
full of information, full of kindly admonition that might bring
up those who are not yet hardened in their ways in the nurture
and admonition of the Lord. It pointed the way to better,
higher, nobler things, an ideal state—some of it a Dbeautiful
air castle. I wish we could get to it. I wish it would harden
into something substantial. I wish in the lifetime of the young-
est man in this body, if he lived out the allotted time of the
Scriptures, that we might reach that happy condition. I shall
not live to see it; I doubt whether any of my colleagues will;
but we can live in hope.

Remember that republican government, after all, is but an
ideal. If it were not for that ideal there might not be any prog-
ress. We never reach all our ideals on this side of the Chamber.
It remains for some of the Senators on the other side to do so,
who happily think the millennium has arrived when there
is a favorable verdict at the polls, to be in that beatific frame
of mind where they think everything is as it ought to be, bar-
ring some things that we are preventing from early accomplish-
ment, among which are some I now proceed to note, to see how
far we have yet to travel.

One is that there shall in due course of industrial justice be
insurance against involuntary unemployment. I am in favor
of that. I can tell you the best kind of insurance against in-
voluntary idleness; I ecan tell you when the premium against
that form of policy will be the highest, It will always be the
highest affer a Democratic victory and a threat of tariff revi-
sion. [Laughter.] That is the time when the premium will
mount up to the highest, and it is the time when the greatest
number of the unemployed will be found in the land. Unem-

ployment, involuntary idleness—the best insurance policy in the
world against that unbappy state of affairs is to elect some-
body who believes in building a wall high enough to keep our
pay rolls at home and to let other countries ghift for their own
people. We ounght to supply our home markets with the
work of our own hands instead of bringing it from abroad. T
fllm tin favor of that kind of industrial justice first, Mr. Presi-
ent.

To prohibit child labor is another. We have prohibited it
since 14 years ago in many of the Northern States along the
Mississippi Valley; there is nothing new in that. The trouble
is you have not kept up with the procession. The employment of
child labor is a misdemeanor in many States. It is a matter
some good authorities think entirely within the range of State
jurisdiction. It makes no difference if the products of the
labor should thereafter be introduced into the inferstate com-
merce of the country; it is sometimes doubted whether an in-
strument of production ecan be reached under the interstate-
commerce clause of the Constitution, However that may be. it
has already received proper attention and will continue to do
so0 in the future whenever needed.

A minimum wage is another one of these, and in that a great
deal of experiment is now in progress. Barring constitutional
difficulties, if they be removed it becomes an open question
when and how a minimum wage can be applied to all loealities
in any given undertaking. It is very largely a local problem.
What one public utility can pay another can not always pay
in some other less-favored locality and rendering the service
under less favorable conditions. In many ploces commissions
are studying the question, and they are proceeding with all due
expedition to find the best way in which the minimum wage
scale can be worked out. Some think the better way is by an
arbitration board, making each wage scale a problem of itself,
and after hearing the evidence handling whatever controversy
may have arisen, which necessarily involves an examination
into the production costs, including material, the labor em-
ployed, the conditions of the service, and the general state of
the market to make an award or finding. Those things are in
course of solution.” Any cloture rule applied in this body would
not hasten their wise solution 24 hours.

Women ought to be protected by laws governing the condi-
tions of the service in which they may be engaged. I am happy
to say that in many States of my acquaintance there are now
such laws, reasonable ones, limiting the line of occupation.
Women may not work in coal mines; they may not engage in
insanitary work where robust physical strength is reguired or
where the moral surroundings are such as to make it improper.
That has been the law in several States of which I have per-
sonal knowledge for several years back—at least, as far as
four years and six years ago. The number of hours of labor
is always limited, together with the conditions surrounding
their service as to seats, air, heat, light, and other matters that
affect their moral and physical welfare.

Conviet 1abor, it is said, ought to be abolished. Certainly it
ought, and it has been abolished by State after State, both by
constitutional amendment and by statutory enactment. The
State where I happen to live abolished it many years ago and
substituted a more humane way of employing her unfortunate
conviets. -

Industrial publicity ought to be given. This is another one
of the alleged reasons why we should not be wasting time. It
is sanid that these greatly needed reforms find in us a brake;
that we are standing in the way of industrial justice. Industrial
publicity ! We have had it in State after State where I have had
oceasion to transact business in the last 30 years—not for the
80 years; in some of them it is 2 years old, in some 4, in some
10, and in some States for 12 years back we have had industrial
publicity, and we had Industrial publicity in one 16 years ago.
Industrial publicity extends to the remotest detail of industrial
life. It extends to the surroundings under which the workmen
render their daily service, their hours of service, sanitation,
the mechanism for their safety in the places where they work,
in mines, with machinery, and in other hazardous employments.
All of these are matters embodied in written reports. Every
time there is an accident of any kind, however trivial it may be,
whether or not it result In death, through a State burean the
statistics are kept ; they are published ; they are accessible to all.
So the industrial publicity on this score relating to the factory,
to the mill, and to the mine is adeguate and full for all pur-
poses of industrial justice and a basis for remedial laws.

A bureaun of labor statistics is found in many of the States,
taking eare in detail of all that can be done in this line. What-
ever may be done in Federal legislation by act of Congress can
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be worked out, and I apprehend between now and the adjourn-
ment, next August, we will have ample time, even in an open
forum here, with no cloture, to discuss abundantly and well all
such remedial legislation. .

Factory laws, wherever they are extant, in the larger manu-
facturing States or the older ones, are of a kind that promote
to a very high degree the sanitation, the life, the health, and
the limb of the employee. Competent factory inspectors under
State authority give to all employed in these undertakings a
degree of safety not possible under the old order of things.
Safety-appliance acts and limitation of hours of service on com-
mon carriers, State and interstate, have already been enacted.

A compensation act! The abolition of the common-law
defenses has come along in due course. Compensation legisla-
tion wonld be further along at the present time, both in State
and Nation, if there had been substantial agreement in the
ranks of those who would most largely benefit by such remedial
legislation.

The Brotherhood of Locomotive Engineers were here last
gummer. From one city in the State, with the conditions of
which my colleague and myself are quite familiar, there radiate
many trunk lines of road. The engineers represent a highly
skilled form of labor. It requires a well-developed type of
man: the responsibility is heavy; the service is exacting; the
life and property intrusted to the care of enginemen are in-
calculable. The engineers have not always agreed with other
organizations. One reason why probably some delay has oc-
curred in this body in advancing legislation in their behalf is
because those benefited themselves are pot in accord on com-
pensation acts. Some prefer in case of injury to sue when the
common-law defenses are taken away—the three that constitute
the stock defenses under the common-law practice that pre-
vails in many of the States. They prefer to sue so that they
may receive what they think their injuries really entitle them
to, while a compensation law providing a graduated scale, as
it must, would enable them to collect less for injuries or death
than under suit brought and tried before juries or one revised
afterwards by the courts.

I think on this we are in an evolutionary stage. I do not
believe industrial conditions in this couniry require undue
haste, either in this body or elsewhere, The conditions are evo-
lutionary ; they are not reactionary or destructive. Many years
ago the common-law defenses of the assumed risk of the busi-
ness, the doctrine of fellow servanis, and coutributory negli-
gence were the stock defenses that came down to us from the
common law. One by one the States have abolished them.
In some of the largest States in the Union, where the employer
and the employee formerly had bitter and frequent litigation,
they have had those defenses removed by statutory enactment,
until now the employees can sue and recover the full measure
of damages free from them.

The removal of those defenses, the compensation law, and in-
dustrial insurance are steps; they are the evolutionary progress
in the industrial world, These economic questions will be
golved in due time, notwithstanding the criticism that this side
of the Chamber has received, especially on last evening—that
we are wasting time. The greatest waste known is haste. I
have no objection to criticism; I welcome friendly criticism;
and I regard that as friendly criticism. I am only taking the
time here because those matters were placed in the ReEcorp, and
I think it entirely proper for some review- of the progress of
the hour to be placed in the same RECORD.

Better roads legislation is coming as rapidly as we have
accurate data as a basis, Many agencies are now gathering
material from which intelligent bills can be framed. States are
ereating publie sentiment and passing local laws which will be
part of the structure when the enfire system is completed.

Publie-health laws are proceeding with all due expedition.

, Ocenpsational-disease Iaws are already found in many States.
i Their experience will light us on our way. No fear need be felt
here on that score. Congress will act within the limits of its
power. Many of us come from Republican States where those
problems are not new,

Parole laws for convicts are in operation in many States,
We have abundant time to consider them here,

Presidential primaries will require action by the States, for a
majority of this Senate will not vote to send Federal election
officers to the polling places in the several States, We can
adopt the local machinery of State election laws; further, I sub-
mit, this body will not now go.

I think in due time we will come to industrial insurance.
That is my own hope. Some may think that, too, is an air
castle. I shall help make it a reality., I do not know, but I
think the tendency of everything is to work out that way.

LI—40

In 1911, by an act of Parliament, Great Britain established
a scheme of industrial insurance. Practically it is insurance
against injury; it is life insurance; it is accident insurance;
it is sick benefit; it is out-of-work insurance. The employer
pays a portion of it, the employee pays a portion of it, and the
Government of Great Britain pays a part. The employee pays
a very small proportion,

From their experience we will gain something, From our own
experience under compensation acts we will gain something.
From the statistics being gathered by bureaus in State and
Federal jurisdictions we will gather something. So from year
to year, coming along with due speed, we will have the enduring
bagis for just legislation.

I have never seen in the time I have been here—a few
months—any undue obstruction of legislation. The tfariff bill
came along from April to October. It embraced a great many
items. Through the hot summer we sat here with considerable
toleration of each other's frailties and listened to arguments to
which our adversaries were always impervious, just as we were
to theirs. We plodded through the dog days without-any serious
breaches of senatorial dignity. The bill is a law. It is on trial,
along with the men who are responsible for it.

So I do not believe in the cloture just now. I think we are
getting along with a fair degree of speed.

It may seem like a solecism, but I want to talk to yon, and
I want to talk to the empty benches over on the other side and
to such small percentsge of them as are filled, about the morals
of legislation. It seems not to have much place here, does it?
I spoke about it to a friend of mine one day on a street ear. He
said, *“ Why, legislation does not have any morals.” I said,
*“That is what is the matter.”

How does that tople connect itself with the currency ques-
tion? Because we are legislating on 7,500 national banks.
When did they begin? A long time ago. The first act was
passed in 1863. It developed gradually. Were they enter-
prises which made money at first? Not very much. Were they
numerouns at first? Not very. What created them? What was
the emergency ? :

In 1861 there were about 1,600 banks of all kinds—good, bad,
and indifferent, There was in circulation about $202,000,000
of all kinds of money—good, bad, and indifferent. In 1863 the
germ of the present act concerning national banking associations
was passed. If I turn back to the debates in both bodies in
which that act was considered, 1 find some of the arguments
offered. :

I find that John Sherman, who was a Member of the Senate
and of the House for a great many years, said it would create
a market for Government bonds. Government bonds and Gov-
ernment obligations were going then at 73, at 60, and they were
slow sales at that. If the note-circulating privilege were allowed
the bonds, it was the opinion of the men who wanted money
badly that it would enhance the price. enlarge the market, and
malke it easier to replenish an empty Treasury.

By the way, the Treasury was empty in 1861. We had not
any revenue. We were in debt. For the three years preceding
1861 this Government of ours had been subsisting on borrowed
money, just as it does every time the same party gets into
power. It is inevitable. A deficit goes along with the air
castles,

So in 1863 a mational-bank act was passed that would en-
courage the sale of bonds and provide currency for the needs
of that time. It was born of the perils of civil war. No de-
bate on earnings or profits attended its enactment. The ques-
tion then was how to get money to arm, equip, and put soldiers
in the field; so that was one of the methods adopted.

If it had begun and ended with the Civil War, nothing more
could Dbe said. It did not. It was amended in 1864 and
amended subsequently several times. It was amended by a
general revision in 1882 and by the subsequent act of 1900, all of
them recognizing the same right in bonds with the note-circu-
lation privilege.

Let me read some of them. I am going to read them info the
Recorp. I want them to stay there as an everlasting memorial
of what ought to be alongside of some things that have beon
said already, and in the same Recorp.

I want to preface that by saying that the morals of legisla-
tion are the basis of every enduring law. There is not a law
which has survived and has come down to our time from the
banks of the River Thames, from the days of English revolu-
tion, from Marston Moor or Naseby Iield, from the days of
the great charter of King John, that has not had back of it,
below it, as its support, as its foundation, some inherent justice
that appealed to human nature and to the ineradicable instinets
of the human heart.

| } A
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That is what makes laws; that is what makes them worth
having and keeping; that is what makes them live and makes
the statutes of a country instinet with justice.

A government may be legally right and may be morally
wrong. It may keep within the striet letter of sovereign power
and still violate the essentinl articles of good faith. It is the
spirit always and not the letter of the law that stamps its
validity for future years,

There is an aphorism that comes down to us from classical
days that republics are ungrateful. It is true that the publie
service in a government of the people requires greater sac-
rifices, with fewer honors and less compensation, than in a
monarchy. Those who serve a republic faitbfully and well
Place themselves upon a high level of public duty.

This tepublic of ours, and rightly so, confers no orders of
nobility. Even its pensions are measured by the bread line.
There are no great sums of money paid here to those who gave
up their health, their strength, or their lives in the common
defense. Neither wealth nor honor, save the gratitude of the
people, mark the consciousness of things well done. Some
monuments and memorial tablets are reared, it is true, at public
expense, but many more from private means.

In this country we have no Westminster Abbey. We have no
blazing jewels, decorations of the heroes and statesmen of our
country, marking the signal recognition of their sacrifices. We
have no spot where the statesmen, the scientists, the poets, the
orators, and the dramatists of our country are gathered in con-
gecrated ground. They are scattered on a continent, with
graves unmarked save by the loving bhands of those who
mourned in private when they died. So in this country the
only thing that Is left is the consciousness of duty well done.
And ought not a government to have some morals in legislating
for her own people and their descendants?

“Oh, well,” it is said, *“that applies to a bank, and who
has any sympathy for a bank?"” Well, it does seem a far call
to connect what I have said with the banking system of the
country. Along, though, after the Civil War closed there was an
enormous interest-bearing debt. Bonds did not sell at par in
the exchanges of the country. We went through the war on
credit. Our ancestors fought it on voluntary credit and on en-
forced credit. They sold their securities on a falling market.
After it was over we settled ourselves to the even more bur-
densome task of solving the problems of peace. Among them
the most serious problem was how to pay our honest debts.
Through good report and ill, in victory and in defeat. the Re-
publican Party always stood for a dollar worth 100 cents in
the counting houses of all the civilized nations of the world,
and you can not always say as much on the other side of this
Chamber, my friends.

To-day the gold standard exists in this Republic because the
Republican Party existed first. It protected it. From the time
this bill was born in the House, my Democratic brethren, the
ghost of free silver has walked in these Halls. You may think
we have a bull moose in our family closet, but you have a
free-silver skeleton in yours, and its bones are clanking loudly.
[Laughter.]

I bespenk your earnest and prayerful consideration of that
subject. When we wanted to strike out the phrase “ or lawful
money,” I have not forgotten, if you have, what excruciating
shouts of agony went up from the other end of this building.
We found out where the sore spot was, of which somebody spoke
here to-day. That is one of them. It is about the best exercise
of political discretion I ever saw exhibited. It is only political
discretion that keeps it from breaking out in an acute form. It
is discretion; it is mot principle. There is an abundance of it
there yet under the surface. Every once in awhile I touch it,
and every time I touch it somebody flinches.

Let me read some of this that binds us to keep faith, Mr.
President. The Hevised Statutes of the United States contain
this language. It is the act of 1864:

SEc. 5183. Associations for carryl
this title may be formed by any number of natural persons, not less in
any case than five, )

I ask leave to put this in without reading it, because all of
you are familiar with it.

The PRESIDING OFFICER (Mr. JouxsoN in the chair).
Without objection, permission is granted.

The matter referred to is as follows:

They shall enter into articles of assoclation which shall speclfy in
general terms the object for whieh the association is formed, and may
contaln any other provisions, not inconsistent with law, which the asso-
ciation may see fit to adopt for the regulation of its business and the
eonduct of 1fs affairs, articles shall be signed by the persons

uniting to form the associatlon, and a eolr of them shall be forwarded
to the Comptroller of the Currency, to be flled and preserved In his office.

on the business of banking under

‘Mr. SHERMAN. Then a copy of the articles is forwarded to
the Comptroller of the Currency and filed, and that, in sub-
stance, is an act of incorporation. Upon this procedure—

The assoclation shall becomne, as from the date of the execution of il=
organization certificate, a body corporate.

That is, one of these national banks, Those are some of the
cireumstances that attend its birth legally.

And as such and by the name designated in the organization certifi-
cate it shall have power—

Among other things, to continue for 20 years as a corporation.

The following section, 5139, says:

The capital stock of each association shall be divided Into shares of
$100 each.

Now, here is a declaration:

And shall be deemed personal property.

That was in 1864, nearly 50 years ago. What does “ personal
property ” mean? Just what it says. It is certainly used ad-
visedly., Horses and cattle on the farm, merchandise on the
ghelf, eash in your pocket, mills, mines, factories, forests, fields,
minerals severed from mother earth, all of them are property,
and some, chunging their form, become personal property.

What are the attributes of property of any kind? Ownership,
private ownership, or public. I am talking about private owner-
ship to-night, not public. I want to distinguish sharply between
the two.

It says it shall be transferable on the books of the associn-
tion in such manner us shall be preseribed by the by-laws of
the association. Every person becoming a shareholder of such
property shall in proportion to his shares succeed to all the
rights and liabilities of the private holder. It is assignable.
It is not merely that you own it and can not sell it, that you
have to keep it; but it is like a promissory note or bill of
exchange, it is transferable from hand to hand. It is like
catftle or merchandise, capable of sale, an article of commerce.
Shares of national banks are as transferable and as fluid in
passing from hand to hand as any specles of personal property
in this country, and 50 years ago by the statute, by a =olemn
act of Congress, we have declared such shares to be personal
property.

I I'now there is mot anything more unpopular now than to
defend private property. A man who has anything is an object
of suspicion. Anything that is successful is to be attacked
per se. If a man has anything, how did he get it? If he did
not steal it, how? If a corporation has wenthered the gales
of bankruptey and built up a businesg by the excellence of its
products, by the efforts, ability, and sacrifice of its managers
and its owners, and made a name for itself, by falr dealing,
built up a world-wide market, it is a trust. Legislatures go
after it. The “new freedom™ of business makes it a shining
mark for its own. If it is not a public enemy, how did it ever
grow so big? It is a menace because it sncceeded. This must
be a government by failures apparently to hear some of our
eritics on the stump tell it. But they know better. When I get
with them and talk it over with them, they say, * Oh, well,
that is just eampaign talk.” We likely do not have any of
that here on the floor of this Chamber. It is all *burnt and
purged away,” as the ghost of Hamlet’s father said to him
when he was walking at unseemly hours.

Personal property. Again, the aet of 1882, which is a continu-
ation and a revision of some 30 or more years ago, provides—

That any national banking associntion organized under the actsof Feb-
ruary 25, 1863, June 3, 1864, and February 14, 1880, or under sections
5133, 51!;4, 5135, 5136, and 5154 of the Hevised Btatutes of the United
States, may, at any time within the two years next previous to the date
of the expiration of its eorporate existence under present law, and with
the approval of the Complroller of the (‘.urrenc{. to be granted as
hereinafter provided, extend its period of succession by amending Its
articles of association for a term of not more than 20 years from the
expiration of the period of succession named in said articles of asso-
ciation, and shall have succession for such extended period, unless
sooner dissolved by the act of shareholders owning two-thirds of ity
stock, or unless ifs franchise becomes forfeited by some violation of
law, or unless hereafter modified or repealed.

It shall then have succession for such extended period unless
sooner dissolved by the act of the shareholders owning two-
thirds of its stock, or unless its franchise becomes forfelited.
What? By an act of Congress? No; by some violation of law.

Or unless hereafter modified or repealed.

Senators say because there is retained in it the right to
modify or repeal it that thereby no rights attached under the
20-year extension. I will consider that later on.

It is provided further:

Sgc. 4, That any association so extending a period of lts suecession
shall continue to enjoy all the rights and privileges and immunities

anted and shall continue to be subject to all the dutles, liabilities,
Elr]d restrictions imposed by the Revised Btatutes of the Ul’ﬂtﬂ_d Btates
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assoclations, and it

to national bankin
and other ncts having reference to Rt T wis

shall continue to be in all respects the identica
before the extension of its period of successlon.

What do these banks do after having been given corporate
life under these acts? It is provided:

S8£c. 8. That national banks now organlzed or hereafter organized,
having a capital of $150,000 or less, shall not be required to keep on
deposit -or deposit with the Treasuver of the United States United
States bonds in excess of one-fourth of thelr capital stock as security
for their circulating notes. :

That is a relaxation of a prior act where some larger amount
of bonds was required, one-third, I believe.

But such banks shall keep on deposit or deposit with the Treasurer of
the United States the amount of bonds as herein required.

And such of those banks hnvlng on deposit bonds in excess of that
amonunt are authorized to reduce their circulation by the deposit of law-
ful money as provided by law: Provided, That the amount of such efr-
culating notes shall not In any case exceed 90 per cent of the par value
of the bonds deposited as herein provided. 2

Ske. 10, That upon a deposit of bonds as described by scetions 5159
and 5100, except as modified by section 4 of an act entitled “An act
fixing the amount of United States notes, provlding for n”redintrlhu-
tion of the national-bank currency, and for other purposes,” approved
June 20, 1874 and as modlfied by gection 8 of this act, the assoclation
making the snme shall be entitled to receive from the Comptroller of the
Currency circulating notes of different denominations, In blank, regis-
tered, and ccuntersigned as provided by law, equal in amount to 90 per
cent of the current market value, not exceeding par, of the United States
bonds so transferred and delivered, and at no time shall the total
amount of such potes issued to any such assoclation exceed 90 per cent
of the amount at such time actual {lpaid in of its capital stock,

Bec. 11. That the SBecretary of the Treasury is hereby authorized to
recelve at the Treasury any bonds of the United States bearing 3% per
cent Interest. and fo issue in exchange therefor an equal amount of
registered bonds of the United States of the denominations of nng. one
hundred, five hundred, one thousand, and ten thousand dollars, of such
form as he may prescribe, bearing interest at the rate of 3 per cent
per annum, pasable quarterly at the Treasury of the United States,

Such bonds shall be exemgt from all taxation by or under State
authority and be payable at the pleasure of the United States.

This is quoted from the act of March 14, 1900:

And provided further, That onder regulations to be prescribed by the
Becretary of the Treasury, any national banking assoelation may sub-
stitute the 2 per cent bonds issued under the provisions of this act for
any of the bonds deposited with the Treasurer to secure clrculation or
to secure deposits of public money.

I read this parliamentary day what was written in 1884 by
James G. Blaine on this subject. His spirit seems almost
prophetic:

1f a similar Institution—

He is talking of the Second United States Bank, on which the
distinguished Senator from Connecticut [Mr. McLeAN] gave us
an illuminating address the other night—
were created to-day—1884—bearing a like proportion to the wealth of
the country, it would rquﬂre a capital of at least $6800,000,000,

It is hardly conceivable that such a power as this could ever be
entrusted to the management of a Secretary of the Treasury or to a
gingle board of directors with the temptations that beset them.
(Blaine's Twenty Years, vol. 1, p. 4886.)

Mr. Blaine says that Jackson's instincts on the bank were cor-
rect. As I remember, the total resources of the 4, 8, or 12
regional banks to be created under either of the bills in question
will be from $500,000,000 to $700,000,000, ordinarily spoken of
lere as about $600,000,000, the same figures that Mr. Blaine gave
years ago,

This brings us to the question whether the morals of legisla-
tion are well founded on the attempt by what I call the caucus
bill to subject the 7,500 national banks to its terms. We must
remember that these national banks are the legitimate successors
o1 those who preceded them. Some are the same organization
continued by extension of their charters in a line of succession
from their first organizations, Some of them have been organ-
ized since under subsequent laws. The Government, however,
enacted these laws. All of them were ones that invited those
who wished to go into the banking business to avail themselves
o such laws. They went in, it is fair to presume, relying on
those laws. They knew what the terms were. It was voluntary.
But the Government, among other things, beginning in 1863
and continuing down to a very late date, attached to all of its
interest-bearing obligations, commonly known among people as
bouds, the note-circulating privilege. No other form of public
indebtedness had this privilege. It was a high prerogative
indelibly stamped upon the security. It helped create a market
from the earliest times down to the last bond that has passed
into the hands of a private holder,

This Republic has sold her securities either in bankruptey or
plenty for 20 years at the lowest rate of interest of any coun-
try -in either the New or the Old World. Lately some of these
bonds, it is true, have been selling on a depressed market.
Immediately the ery went up that there was a conspiracy among
the holders, It is the same kind of conspiracy that is always
formed when dangerous conditions affecting the desirability of
a security appear. Whenever securities are in danger, when-
ever some of the desirable qualities are about to be withdrawn,

then, in every instance, the holders of that security begin to
put them on the market in larger and larger quantities, and as
the offerings increase the price Inevitably falls.

Taking away the circulating privilege from the bonds neces-
sarily detracts from their value. Because of that those hold-
ing the bonds affected by these bills naturally began to discuss
the ways and means of tfurning them into some more stable
security with a higher rate of interest. Two per cent is a very
low rate. I do not know of anything that renders a 2 per cent
Government bond desirable unless it would be the note-circulat-
ing privilege. There are on the market a thousand investments
to-day that do not require a skilled broker to find that will beat
in safety and in rate of interest a 2 per cent bond. You can not
sell a 2 per cent bond unless it is to somebody who wants to use
it for note-circulating purposes at par.

The government by law-from early times attached to it the
note-circulating privilege. And now arises a demand for cor-
rency legislation. Of course, the 7.500 national banks are the
only ones that are within the legal grasp of Congress. There
are some 18,000 or more banks outside, over which we have
no control, except that we may reach them in .. very indirect
way that I will refer to after a while. But, nevertheless, to use
the language of one of Hamlet’s characters, we—

By indirections find directions out.

I will refer to a paragraph of this bill—the caucus bill—that
shows by what indirect methods you may reach those that you
can not by the express letter of the law. It is proposed in
organizing to ufilize the reserves set aside tu guard depositors,
these banks to be known as reserve banks.

The first United States Bank and the second United States
Bank were established with due regard to the right of private
property. The second United States Bank. with $35,000,000
capital, had 20 per cent of it subseribed and paid for by the
United States. The Government did not attempt to dragoon
anybody into subseribing for shares. They offered the other 80
per cent to the general public, and the general public subseribed
liberally. The shares of stock held in foreign countries denied
to the alien holder the voting power attached to the stock.
That was the sole restriction, and a proper one. It was a
domestic institution, and it ought to be controlled by domestic
holders. But it was an honest bank. It is like Banquo's ghost
and the ghost in Hamlet. They were honest ghosts, to say the
least of it. They did not undertake to do something at some-
body else’s expense. The Government never undertook in the
second United States Bank fo take private property involun-
tarily for the purpose of establishing the bank.

1t is proposed herc by the sections in question in the caucus
bill, first, to compel the national banks to subscribe to an
amount equal to 6 per cent of their capital and surplus. Iet
me here advert, not with any degree of exultation but only
noting as a matter of exact justice, the concrete benefits of the
cloture, as it did not apply to us. House bill 7837 was intro-
duced August 29, 1913, by Mr. Grass and was referred to the
appropriate committee. Let me read on page 14 of that bill
on this subject now under examination :

Any national banking assoclation now organized which shall not,
within one year after the passage of this act, become a national banking
assoclation under the provisions hereinbefore stated—

That is the system of entering the reserve bank—
or which shall fail to comply with any of the provisions of this act
applicable thereto, shall be dissolved.

What does that mean? It means a decree of corporate death
is pronounced if that should be enacted. That is a strange basis
for a just law. As an old-time country lawyer said, in asking a
question of n monstrous legal proposition stated by his adver-
sary, “Is this the law?"” *“ No,” he sald, * it is inignity intensi-
fled and made horrible under forms of law.” That adequately
describes the House bill as it came to the Senate. But, never-
theless, it passed the tribunes of the people with glad acclaim.
They trod upon each other in their haste to vote for it. They
sent it across to us.

I now have the pleasure of referring to the same bill—House
bill TS3T—reported with amendments from the committee in the
other House to the Committee of the Whole House on the state
of the Union and ordered to be printed. In that bill is the same
thing I have already read. I refer to it on pages 14 and 15 of
the amended bill, in which no amendment is made whataver, and
so it remains as in the original bill. It reads:

Any national banking association now organized which shall not,
within one year after the paaanfe of this act, become a national bank-
ing association under the ?)rovis ons hereinbefore stated, or which shall
fail to comply with any of the provisions of this act applicable thereto,
shall be dissolved.

I again read from the same bill. After it passed the House
and came to the Senate it was read twice and referred to the
Committee on Banking and Currency, where it remained, as the
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law books say, for a long space of time, to wit, many days. On
page 14 I read again:

Any national banking associatlon now organized which shall not,
within one year after the passage of this act, become a national bank-
ingz association under the !pmvi ons hercinbefore stated, or which shall
fail to comply with any of the provisions of this act applicable therete,
shall be dissolved.

There are three deliberate parliamentary legislative steps.
The same bill in the Senate, under date of November 22, 1913,
was ordered printed, showing changes proposed by the amend-
ments of the Senator from Oklahoma [Mr. OweN]. I now turn
to the same subject In the amended bill

Between the time that this product of parliamentary delibera-
tion enme to the Senate from the House and November 22, 1013,
there had been abundant time for mature reflection. I pay what
I think is a deserved tribute to the members of the Committee
on Banking and Currency, without regard to party affiliations.
They lnbored long. faithfully, and well. I think the committee
is composed of sincere, earnest men, trying to do what is best.
If we had had cloture after the bill came in here, after much
of the spirit had been exhibited that appeared so rampant last
night, T am not sure but that about the time it came out of the
committee on to the floor of the Senate a roll call would have
been demanded in the interest of speedy legisiation; but this is
still an open forum. So on the 22d of November, 1913, the
amended bill appeared here. I wonder what happened in the
meantime. Did Saul of Tarsus come back to earth again, and
was he stricken by a great light on the way, or what? On the
game subjeet still, Mr. President, I read:

Any national bank falling to signify its acceptance of the terms of
this act within the 60 days aforesald sbhall cease to act as a reserve
agent, upon 30 days' potiee, to be given within the discretion of the
said organization committee or of the Federal reserve board.

There is part of the flagellation of the unregenerate right
there. You are to be tnken out of the reserve-ngent system if
you do not give 60 days' notice of bowing your corporate neck
to the yoke. Take due and timely notice now; but it goes on.
This is not all of the perils in store for the unfaithful:

Bhould any national bunl:lnfh&ssocintlan now organized fail, within
one year after the passage of act, to become a member bank under
the provisions hereinbefore stated, or fail to comgly with any of the
provisions of this act applicable thereto, all of the rights, privileges,
and franchises of such association granted to it under the national-
bank act or under the provisions of this act shall be thereby forfeited.

Here is what the cloture did by its absence; here is what the
deliberation of these faithful gentlemen in the committee pro-
duced. I do not know where the ones who fell down in blind
and idolatrous devotion to the House bill, I do not know where
those who made sundry vigits to the Chief Maglstrate at the
other end of the Avenue and received material and pleasurable
information—I1 do not know where they got the information
that led to this change; but, nevertheless, here it is. Mayhap
they conferred with some distinguished lawyer of the realm,
who told them that a corporate franchise might have about it
the incidents and properties of private property rights. I do not
know what secret conferences were held during delays in this
f:n“t% while debate was in progress, but the bill was changed

read:

Any noncompliance with or vielation of this act—

They did not say that the bank shall be thereby dissolved, as
in the peremptory language of those other three bills, but—

Any noncompliance with or violation of this act shall, however, be
determined an e:géu@:ed by a prg]per cireult, distriet, or Territorial
court of the Uni tates in a suit brought for that purpose by the
Comptroller of the Currency in his own name before the association
shall be declared dissolved.

That begins to sound a little bit more like a civilized govern-
ment; it does not sound so much as if a number of parlia-
mentary destroyers were after the banks of this country. I
hold no brief for the banks. but I would just as willingly
defend a bank with $200,000,000 of assets as I would defend
the ditcher in his humble cottage. There are no classes at all
in this country according to my way of thinking. If this Gov-
ernment becomes one that can not deal out justice to the great
as well as to the weak, it is no longer a government of the
people, but it becomes a destroyer of some and a promoter of
others, and that is the beginning of the end. This language
possesses to me something that sounds like justice, some-
thing that harks back through our love and reverence for the
law of the land that comes to us from early times. It is a
civilized instinect, it is true, but nevertheless by long years of
training it has become an instinet in the hearts of liberty-loving
and law-abiding men in this country. It requires a decree of
court to take the corporate franchise away, even from any one
of the 7,500 national banks.

I now take up the same bill. H. R. 7837, in the Senate
under date of December 1, 1913, “ordered printed showing
changes proposed by the modified amendment of Senator OwWEeN.”

This is the caucus bill, as I understand. I turn now to this
mature product of government by the people, consisting of a
majority of a minority, ou the same subject, and read on page 6
as follows:

Should any national banking assoclation in the United States or
trust company !ggfn’god in commercial banking in the District of Colum-
bia now organ all within one year after the passage of this act fo
become a member bank under the provisions hereinbefore stated, or
fall to comply with any of the provisions of this act applicable thereto,
all of the rights, privileges. and franchises of such association granted
to it under the national-bank act or under the provisions of this act
?h“}'imﬁ"m” the discretion of the Federal reserve board, be thereby
orie 3

Here is another timely precaution born of the absence of the
cloture. You see, Mr. President, how deliberation has produced
a leavening sense of justice. Many of the bad laws of the coun-
try are the impulsive laws, the laws passed under the pressure
of great public clamor. I do not criticize men who must go
before the people for an election who sometimes bend to the
vigor of the supposedly popular breeze; but the virtue of the
double character of the legislative body, one body having a
longer tenure of office than another, is never exemplified fully
for what it means except in time of stress and great public
excitement in certain quarters, coupled with equally great ab-
sence of information on a subject. That is pretty generally true
of many of the technical matters involved in currency legis-
lation.

It is no reflection upon the multitude who compose the voting
population of this country that they do not each of them fully
understand these details. Neither do you nor I, Mr. President,
understand architecture; neither are we sculptors; neither are
we shoemakers. That is not our trade; it is not our business.
Every man unto his calling. We have not time to learn it all.
We are not like the pioneer grandfathers of old in the forest
or on the plain, who made everything they had in the household
and made their living out of the ground or eaunght it from the
waters or on the plain or in the forest. Those days have passed
away forever in this country. It is every man now specializing
in some branch of industry.

This is a good illustration of a great deal of error that comes
up every time a public question becomes urgent. If you want
to find out how to prepare a currency law, go to somebody who
does not Eknow anything about it. The less a man knows
nowadays the more capable he is of giving youn advice. If you
want a law regulating architecture, do not go to an architect—
no; go to a jeweler. If yon want somebody to advise you about
conducting a watch factory, go to a horseshoer. If you want to
get advice how to frame a currency bill, to keep from wrecking
the delicate mechanism of reserves and credit, do not go to a
banker; bankers are public enemies; stay away from them.
Rut, nevertheless, no cloture rule having been in full force and
effect, and there being ample time in the committee to deliber-
ate, the bank charter was at last made subject to forfeiture
“within the discretion of the Federal reserve board.”

That is another encouraging glimmer of reason. * While the
Iamp holds out to burn” on that subject * the vilest sinner may
return.”

Any noncompliance with or violation of this act shall, however, be
determined and adjudged by any court of the United States of competent
Jurisdiction in a suit bmuﬁ:t for that purpose In the district or ter-
ritory in which such bank located—

Here is another instance of how delay and reflection produce
wisdom. The other bill on this subject said that sunit should
be brought under the direction of the Comptroller of the Cur-
rency in his own name, Here it says:

Under direction of the Federal reserve board, by the Comptroller of the
gllé:;?‘l?c in his own pame before the association shall be declared

We, it seems, must point the way. The House bill, as
it eame over here, arbitrarily and harshly forfeiting the fran-
chise of every national bank that declined to enter the system,
has been gradually modified, first, by putting it in the discretion
of the reserve board, and then by Introducing an order of a
United States court declaring suoch forfeiture, so that now
there are at least two features ndded that would serve in some
degree to mitigate the original injustice of the bill

I want to take up these features that compel even yet, even
as mitigated, a national bank to become an Involuntary sub-
scriber to the shares of stock in the Federal reserve banks.
It has been suggested here several times that the act concern-
ing national banking associations has in it a section that re-
gserves the right to Congress to alter, amend, or repeal the act.
That is true. If such a provision did not exist, if it were found
in none of the acts of Congress, the soverelgn always has the
right to recall an act creating a corporation. That is an act of
original sovereignty by. whatever authority granted. In this
instance it was one that appertained properly to the Federal
Government.
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Let me eall briefly the attention of Senators who think this
forfeiture is proper and valid to the uniform administration
of justice on this question. Where, by the act of the sovereign,
whether a monarch as in older days by his letters patenrt
crented a corporation, or whether under a free corporation act.
such ns the bank act in this country, banks are ereated and
charters are issued to them for a fixed time—20 yenrs—invest-
ments are made, men risk their capital; their money is put in
shares; and under the terms of the act under which they in-
corporate the bonds of the sovereign granting the charter are
required, as in all these siatutes. to be purchased and a certain
per cent of the capital stoek taken out in the form of eirenlating
notes based on those securities, property rights attach; the act
of incorporation can not be arbitrarily repealed; charters can
not be then forfeited by mere legislative will so as to impair
private property risked by ifs owners in the incorporated euter-
prise. The forfeiture of the charter retires the Unlited States
hond-secured eirvcul:tion, returns the 2 per cent bonds to thebank
with the eireulating privilege written into them when the bank
bought them stricken out, snd leives the shareholders of the
bank to stand tle depreciation of such bonds on the mnrket.

I shall not stop here, as it Is foreign to my purpose at this
time to inguire into the legal status of those whose rights might
be so affected. I nm achering here entirely to the morul aspects
of legislation. The wen who are the shareholders in the 7,500
banks, or thelr predecessors, invesied their money on the faith
of existing laws, Those laws gave them corporiate life for 20
years. Subsequent acts gave them the right to extend their cor-
porate franchises for 20 years more, aud so on, until the banks
to-dny have come down, either directly or indirectly, from pres-
ent lnws under that process,

These sharebolders hiad part of their money invested in United
States bonds because it wns required by the act under which
their banks were created snd because the circulating-note privi-
lege attached (o the security. Very well. Over a thousand mil-
lion dollars’ worth of eapital stock Is found in those banks, and
more than seven hundred millions of snecumulated surplus is
found there. Al of il. both the surplus and the original shares.
belongs to the sharebolders. 'These shares are declared by the
national-banking ret to be personal property. Under the pro-
posed caucus bill this personal property is forced to go into the
reserve-bank systeni. or, in default, it fuces in the diseretion of
the reserve bourd, backed up by the decree of a court of compe-
tent jurisdietion, a forfeiture of its right to be a corporation and
to conduet a banking business under the law.

This means liquidation and the retirement of the bank from
business. It is an involuntary commuandeering of the shares of
stock that belongs to voriovs holders throughout the country in
behalf of the vew freedom of business.

It may be that the courts swould not declare this confiscatory.
I shall not stop here to discuss that question. I am merely
saying that when the Government for 50 yeurs permits these cor-
porations to be formed. permits them to renew their charters,
permits them to continne in business, and permits them to invest
until they have $1.785 000,000 of investments. never, under what-
ever stress, in thue of pence or even in time of war, ought a
republican form of government, through attempted legislation
to undertake to force these shareholders to subscribe for shares
in a reserve-bank system such ns proposed in this bill.

“0," it is said, “ reserves are impounded now vnder the law.”
The Government resclbes out asnd takes, in the reserve and cen-
tral reserve cities, 25 per cent of the deposits. In the country
banks it takes 15 per cent of the depoesits and impounds them
or segregates them in such u way as to be beyond your privite
or personal control,

Let me tell you what the difference is. Every time five or
more men agree to inenrporate a nutional bank they find a law
existing at that time requiring the regregation of thesa reserves.
There is no bad faith iu that. There is no change. A man is
presumed in every instauce to know the law, and in this in-
stance he dees. He has not only constructive but actual notice
of the law governing tha case. So when they undertake to em-
bark in that enterprise the law is plain before them. They
voluntarily submit themselves and their subscriptions of stock
to its terms.

The shareholders in a reserve bank who by compulsory sub-
seription are sought to be reached do not voluntarily submit
themselves to tha processes of this caueus bill. On the con-
trary, it is not made to depend upovn their volition. It is coer-
eive and backed up by the penaity of dissolution.

It is said. however—I have heard it any number of times.
and we all remember it—that the banks almost unanimously
will agree to go in: that the whole 7.500, of one necord and with
unanimous haste, will ru:h to the office and subseriba the full
amount permitted by the act.

If that is so and you have faith in it, why do youn not take
out the death penaity? I never knew anybody who would make
a thing so attractive. go profitable, so desirable that everybody
would rush to get some of the investment who Lad the heads-
man stalking behind with his ax, threatening instant execution
if those menaced did not take gome of the manifold blessings
showered upon them. Still that is the way this bill is written.

The very terms of the bill belle the statement. The very
spirit that is sought to be written into the act says that if
3;011i do not force the bauks to go into the system they will not
go in.

I think fhere is a good deal of misunderstanding abont the
distinction between regulation and control. It is one thing to
regulate the banking business of the country; it is another and
quite a different thing to undertnke to control it. Regulating
is universally recognized as necessary and proper for both per-
sons and property. It is one of {he purposes of zovernment to
regulnte both, and the right has been exercised from time
immemorial,

It is on admitted and a universally applied menans of enabling
civil society to administer one of its chief purposes. Persons
are regulated so as to restrain injustice, oppression. and frand.
Property is regniated so that the owners or possessors may
not so use it n8 to interfere with the lawful rights of others.

Carrying out this principle are many of the most useful

applied doctrines of our modern system of jurisprudence, No
man ean so use his property ns te injure another. In regula-

tion it assumes a wide scope. Civil and criminal codes are
constant witnesses to the just exercise of public authority for
the benefit of all.

There is a well-defined limit to regulation. It may not be
distinet always, but in a specific ecase the average judgment of
the well-informed man unerringly distingunishes the line.

A goverument ought never to regulate except in necessary
things. To extend its regulatory power unless there is some
useful and necessary end to serve is never justified. If no
reiealy is to be invoked, and if no mischief exists that ean not
be cured by natural laws app!ying to agriculture, industry,
commerce. or finunece. no statutory law ought to be imposed so
as to become jnvoluntiry as to those to whom it is applied.

If an occupation eann be conducted without regulation equally
as well as with it, it is always the part of wisdom not to regu-
late but to leave it to private hands.

Control administers, orders, does, and tells others how to do.
The conduct of the occupation is controlled. A man controls his
business activifies. He embarks in the pursuit of his choice.
He aequires property. He controls it. He controls as agent
of the owner. He owns lund. With the title the control passes
as an inseparable and an indispensable Incident to the owner-
ship. The farmer controls his acres. The owner of ann office
building controls, either through himself or his agents, his
property. A merchant controls his merchandise, The owner
of money controls it. He puts it in a vault. in his pocket, or
deposits it in a bank. He honrds it. He gives it awny. He
squanders it. He spends it for pleasure or for those who are
subjects of his eare. He has control of it, in other words.
That is what control means. In whatever form private property
may be, control is essentinl and vital, and is an indispensable
part of the ownership and title.

For most purposes. if control De separated from the holder
of the title, there is a destruction of all the useful incidents
of ownership. Without the control of what use is the Iand to
the farmer? He can not choose the crop to be sown, the
method of cultivation. when and how to harvest it. or at what
price to sell by his voluntury act the proceeds of his toil. The
same thing applies in a different form to merchants and to the
owuers of all other kinds of property. Deprive me of my con-
trol of my properiy. and I Infinitely prefer that you confiscute
the title to my property.

1 many not be keeping step with the procession; I do not know.
I have some ideas ithat possibly are antiquated and old-fash-
foned; but I believe in the control of property as a necessary
incident of the vesting of the title in it. Takeaway my control,
and I prefer that you take my property and keep it forever; and
I will sleep better, because 1 will cease to think of it when it is
no longer mine,

It is unimportant by what agency the control is taken. Among
all reasonable men :ucts are mensured by their effects. The
effect on me is precisely the sume whether the control be ab-
sorbed by either prhlic or private menns against my consent.

It seems almost to require an apologr to state these clemen-
tary maxims, but i nm disposed to put them in the REcosp in
order to perfect it. if nothing else.

We are now passing through an era when it is difficult to dis-
tinguish regulation from control in the minds of many. Some
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publicists have a mania for invading individual rights by legis-
lation. To them it is of no concern whether a law is adapted to
the underlying conditions or whether it does violence to every
human experience. The free coinage of language represents to
many in this age the wealth of nations. [Laughter.] If it ean
be transiated into laws, it represents the superlative wisdom of
the sages and the tribunes of the people who do not think pri-
vate rights concern us in legislation.

I hold no brief for the banks. I have not a dollar's worth of
bank stock in the world.

What is a bank? What is a banker? I wish to put in the
Recorp here in this year of our Lord 1913 that at home your
banker is your neighbor. Do you have a suspicion of him? Do
you look upon him as a fit subject for police surveillance? Is
he vigited with obloguy and supposed to be a dangerous char-
acter? Without exception, in every well-regulated community
that has a bank the banker is a man of character, of respecta-
bility, of substance, having the confidence of his neighbors.
Why the individual banker who is your neighbor is all right and
why an aggregation of banks and bankers are a menace to the
public. welfare iz something I fail to understand. I have not
heard it satisfactorily explained.

There aresome few very large banks in the country. However,
the greater part of their deposits come from private depositors.
One of the largest banks in the country is a private bank. It
enjoys no corporate franchise; it asks no special privileges or
jmmunities from the Government, State or National. Some of
ihe largest banks among the country banks are private. No
charter intervenes between their private fortune and their lia-
bilities. But where the larce fortune does not exist, where it is
necessary for several to assemble themselves, they incorporate
under State or Federal laws.

Now, what is a bank? A bank in every instance is a col-
lection of men of character and responsibility. They assemble
their personalities and their money. They incorporate not alone
to protect themeselves against liability, because in many in-
stances I do not believe that is a material question. They in-
corporate to shield themselves against the muiations of death.
With a partnership, whenever a partner dies it is a dissolution
of the partnership, and diffculties ensue in winding it up.
Therefore the succession for a number of years is preserved by
incorporating the banking business. When their capital is in-
vested by their subscriptions it forms the nucleus. Their char-
acter and their cash are assembled, and we eall it a bank.

Up to this point no bank would ever run 12 months. It could
not; it would not pay. The operating expensas would exhaust
the income and leave at least but little margin to pay dividends
on the assembled shares. In every instance the profitable and
the large part of the bank is composed of the depositors. With-
out the depositors no bank could exist.

Therefore, when first 6 per cent of the shares of eapital stock
are to be coerced into joining the banking system‘proposed by
this caueus bill, it is an involuntary taking of what the statute
yeurs ago declared to be personal property. Would you con-
fiscate the farmer's herd? Would you take hig cattle on a thou-
sand hills? No; you know better. You know that for 500 years
in the history of the Inglish-speaking race even the sovereign
can not take private property without compensation. You do,
though, by the sections of this bill take the shares of stock de-
clared by a solemm act of Congress to be the personal property
of the owner involuntarily from him. If he has $5,000 in shares
?r the stock, you compel him to subscribe $300 worth of it at
east,

In addition to that you indirectly compel him to take more
of it. If he is a depositor, a per cent of the deposits is taken,
varying somewhat in these different amendments. I shall not
quote -the exaet per cent taken, because it has fluctuated and
is subject yet to change. It is enough fo say that by the
processes proposed in this caucus bill $107,000.000 of capital
stock is to be taken involuntarily—personal property coerced
by an attempted act of Congress into a subseription to the
shareg of these proposed reserve banks by the owners.

In addition to that a sum varying from $400,000,0600 to
$£500,000,000, a percentage of the deposits of the 7,500 national
banks, is to be taken and impounded, not in the banks that
existed as reserve or ceniral reserve banks when the national
banks were incorporated, and to which they consented by apply-
ing when that was in the law, and knowing they should be
required so to choose their place to deposit their reserves, but
taking four or five hundred million dollars of their deposits
without any show of voluntary action on their part and put-
ting it in reserve banks contrelled by whom? Well, one bill. the
eancus bill, says by directors appointed by the bank. Just to
summarize it without going into details, they are allowed to

appoint them all. Now, this, it is argued, i very generous and
is extremely solicitons of the private rights of the banks.

The other, the Hitcheock bill, provides a divided board, part
by the banks and part by the reserve board. It makes no differ-
ence about the directors. That is not the essentinl point. I
will come to that in a moment again. I do not want to go
?head of what seems to me the orderly development of this
dea.

These directors of the Federal reserve banks are the ones who
attend to the details on the ground, the actual management of
the banks. It does not make any difference who appoints
these directors if there is above them some supervisory power,
some power that is even more than supervisory, a power that
is essentially controlling or destructive, a power that may
remove. Let me read that part of the caucus bill. In the
subdivision on the powers that are vested in the reserve board
it is provided how the board of directors of the reserve banks
may be removed. On page 38 of the caucus bill, paragraph (f),
as amended, reads:

To suspend or remove any officer or director of any Federal reserve
bank, the cause of such removal to Dbe forthwith communicated in
writing by the Federal réserve board to the removed officer or director
and to sald bank.

I wish to read in this connection also the paragraph stricken
out before the amendment was made:

To suspend the officials of Federal reserve banks, and for cause,
stated In writing with opportunity of hearing, require the removal of
said officials for incompetency, dereliction of duty, fraud, or deceit, such
removal to be subject to approval by the President of the United States.

This only reached the officials of the reserve banks. The
amendment reaches both the officers and the directors of the
reserve banks. It does not limit the power to remove for cause.
It does not say that the reserve board may remove the directors
for cause. It says they may * suspend or remove any officer or
director of any Federal reserve bank, the cause of such removal
to be forthwith communicated,” and so forth.

There is a difference between removing a man for eause and
removing him and then signifying to him what it was that
cansed him to be bebeaded. One is an indictment with an op-
portunity to be heard, as the act was originally written, a
chance for defense, a chance to show the injustice or the untruth
of the charges made. The other, as written in the caucus bill,
depends upon the arbitrary power, the willful caprice, the un-
bridled discretion or indiscretion of the reserve board.

I care not how the directors of a bank may be elected. They
may be all bankers; they may be all elected and chosen by the
bankers: but if the power remains in the reserve board to
remove them with or without cause, then the actual power of
control and administering the affairs of the Federal reserve
bank is not in any board of directors, but in the reserve hoard
itself. This elause creates a powerful central bank, its capital
and deposits enforced contributions from private property. con-
trolled by political forces. All the elaborate framework is a
pretense. The reserve banks are but branches of a vast cen-
tralized authority headed by the President. The power to resist
inflation rests in the hands of the President. Greater power was
never placed in any ruler, even in an absolute monarchy.

The methods of subseribing for capital stock, as I see it,
are vital. The provigions of the Hiteheock bill offer the sub-
sceription first to the general public, It does not commandeer
the national banks of the country. It only reguires that they
use their kindly offices. They underwrite the subscription, but
the public are first invited to subseribe, and there is a 5 per .
cent cumulative dividend. nontaxable. It is a desirable form of
investment to an army of small investors.

But human nature is so constituted, Mr. President, that if by
law, arbitrarily and unjustly, you undertake to force either
bankers or individuals in private life not connected with banks
to the involuntary taking of a 10 per cent investment they re-
sent it; it is against human nature, with our strain of civiliza-
tion, with our traditions and our practices. It is un-American;
it is ungovernmental; it is unjust. The Hitcheock bill provides
for voluntary subseription by the people.

It is argued here, though, that this is a bankers' bank and not
a people’s bank. What is a bankers’ bank? A bankers’ bank is
made up of the member banks; and who are the member banks?
The shareholders who pledged their subscriptions and their
character and assembled them as the nucleus of a bank. And
the depositors. And who are the depositors? The people who
do business with that bank, who have a surplus to deposit.

Therefore these member banks that subseribe. if it be said to
be a bankers’ bank, only subscribe for their sharebolders and
for the much larger sum represented by their depositors, and
both of these—the shareholders and the depositors—form a

large collection of people.
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The reserve bank, flierefore. Mr. President, ought to be a
ceople’s bank, snd thie Hircheock bill mukes it a people's bank.

The men of my generation ean remember not mAny years ago
when a great President of the Demveratic Party found it neces-
zary, following the usual practices that enme along with those
administrations, to herrow o consldernble sum of woney in order
to prererve the public credit. He was criticized unstintedly.
President Cleveland was eritieized dewn to the day of his death
becanse In offering his bonds he took them to the banks. He
sold them io large blocks or in entirety to banks or large brok-
erage houses. Ie did not invoke the potency of a pepular sub-
scripfion. He sold them out en blee and was criticized for it,
but this day we witness his indorsement. It s a tardy recog-
nitlon by the succvessors of his party when thay limit this sob-
scription to the hanks and do not open it to the public generally.

1f I have stock in n bunk. if 1 have deposits in a bank, Mr.
President. I do vol want the bank to becoure my guardian; it is
my debtor. The bapk and its officers are the cnstodians of my
stock and manage it. and I am trosting them for that. 1 deposit
my money; the relation of debtor and creditor exists, Bat,
nevertheless, 1 de not want to constitute them my conservstor
to subseribe Zor me. through the compulgory section of this
eancus hill. a part of wy share or part of my depusits in a
recgerve bank.

Fhut is the test in this ense. The Hitcheock bill makes a
voluntary subscription. the banks enly who underwrite to take
what the popular subseriptions lenve untaken. ‘That is velun-
tary. and there at the threshold is the difference, as I see it,
a basic differenee from a liyman's point of view, in these two
proposals.  H it be a voluntary bank subseription, then there
ean be no eomplaint if the board of direetors should be ap-
pointed by the Government through the Pres'dent or a Federal
regerve board. That Is-a voluntary aect. When we subscribe
all who go in know the law is plain. It is written so that they
know when they make their gubscriptions that 1 will be sub-
ject to the terws of the uct. The eancus bill, however. is an
inveluntary subseription. Tollowed up by the control of the Goy-
ernment after you are ceerced and dragooued into the subscrip-
tion.

I can vote for the Hitcheock bill, becanse it recognizes the right
of private property. Lt recogzunizes the right of the bank to man-
age its affairs. After that bas been done I care not what kind
of control may be exercised after once the consent has been
given. s

There Is another undertaking here that from the standpoint
of a layman can pot be justified. I do net kuow just hew vio-
lent this may seem to a bunker. who is in reality the trustee
for the sharebolders and the depositors. He is surrounded by
many rigorous laws that do nut govern the ordinury relatiou of
debtor and creditor; he is surrounded by eriminal laws, State
and Natioual, whatever the form of his organization or if he be
a private banker. Those luws do not apply to you or te we if
we are debtors. but they do apply to a bavk. and many a banker
has become a felon simply beeause this rigid supervision and the
restrictions pliced upon him by the erimdnal code said so.
Therefore, if we go a step further, what the banker does after
he has organized a bank and has deposits, if we belong to the
borrowing class wa go through the process described by those
who are entively familinr with the banking business. We of the
outside not intinuitely acquainted with this mechanism only
ree a part of it when we berrow, when we draw a bill of ex-
change, when we write a check. when we sign a uwote, when we
put up collateral. In every iustance after the bank is in opera-
tion it acts as a resarvoir for the collection of the surplns mouey
of the community that is subject. or that the bank influence or
business reaches out and makes subject. to the. laws of banking.
It is not enly the money that is actnally in the buank. bat it is
the potential credit thereby created as well as tha cash
resources.

This bill. known as the cancug bill—and I am not nsing that
term in any eritical or invidious sense, let me sny—undertnkes
after this ivveluutary subseription s made. after men’s money.
shuareholders and depositors ulike, is coerced into the system of
bauks proposed—afier that is all done. then it is propesed by
an act of government to create and extend credit. I said sume
time ago, and I am going to repeat it, for I am going to adhere
to it, that I would just as lief underinke to wind a wateh with
a crowbar as to create nnd extend credit by governmental actiown.
It is too delicite n piece of mechanisn. You had as well nnder-
take to contro! the pulsatiens of the human henrt and the eir-
culation of the vita! fluid as to lay the elnmsy hand of govern-
mental action apon the pulsating heart of the comimerce and the
finance of this country. It can not be done without publie dis-
order. It mever hus been undertaken witheut disaster from the

| ereign power proposed in this eaucus bill.

time President Jackson removed the bank deposits and under-
took to dictate the finunces of the country, creating the panie
that ensued down to the latest forins of perverted government
action proposed in this bill, These efforts all work ont in due
time their legitinmte results. Credit is a delicnte operation. It
can nol be made by merely passing Inws. Still here is n sov-
After all this invol-
untary subscription is mnde and depesits contributed. here Is a
governmental board sitting in Washington that has®authority to
require a reserve bank fo rediscount the paper of any other
Federil reserve bank in the United States.

One great purpose, however, is fonnd in all these bills. There
is an organizition of the credit power of the nntional banks. It
has hitherto been nnrelated save in eclearing-lionse nssocintions
necess=arily loeal in scope and limited in power. Both the Owen
cauecns bill and the Hitchenck bill nssemble their credit power
and mnass the reserves of the country in n way that must be n

| permanent eontribution fo the finaneinl legiglation of the United

Stntes. The IHluminating report of the National Monetary Com-
mission of date Jannary 9. 1912. undoubtedly biized the way
for the comprehensive strocture of organized eredit proposed in
either of those bilis, The cauncug bill gathers n vast potential
credit of half a century of mationnl-bank development practically
into a sirgle board whese boundless powers are wielded In the
Iast analysis by potitiea] force. No power will rise in politics
above its source. DPrivate credit, like private bnsiness. ean not
enter into a soccessful partnership with Ameriean poliries. It
ends In loss of confidence, senndal. and disaster. No board ought
to possess such extensive and dangerons powers as proposeil in
the cancns bill. Enlinrited inflation of a paper canrrency with uo
mechanism for its retirement. an fmmense expinsgion of credits,
an arbitrary power to order all the reserve banks in the system
to rediscount paper, ench other’'s paper. from any part of the
Union—not m emergencies, but at auy timé—the ability to meet
promises to pay by substituting new promises and prolong the
day of finni tignidation. the ensy nvenue for creating note issues
which are obligstions of the United Stites to be paid In gold. the
piradox of centralizing our eredit resources by dividing them
fto from 8 10 12 parts of varying and unequal size. the jeal-
ousies thereby eugendered between rival sections aspiring for
the location of regionnl banks the differences in the charaeter of
the security #and methods of business between eommimities,
songht to be rhrust inte business relations with ench other by
forcing credit eveation by governmental :ietion, the disparity in
resources berween the opulent centers of commerce and finnuce,
the fertile and the birren arens. the resulting large eapital and
deposits of somme regional bonks will combine to mnke their ncen-
mulinted money subject te the wants of speculntors. The attack
of predatory politics, ever restless when legitimate business may
be luoted, is a constunt danger.

No one but a noviece whese experience is limited to the
perusal of beoks amd the architecture of air enstles expects
owmuan nature (o be other under this bill than with other legis-
lation. All laws must be operated by human beings. ‘The
ossanlts on the public officers who hold the purse strings of
$0600.000,000 by the impecunious, the adventurers, the borrowers
without private eredit. the men who mistnke political influence
for bunk:able ecollateral will be the most terrific and persistent
in our history. KEvery man denied will enrry his grievauce to
the ballot box, Tizs he not listened to the docirine of the new
freedom, and is not free credit n part of it? It is inevitille
that a relaxatiou of the inexorable rules thnt govern the ex-
tending of eredit to & bhorrewer will become an issue in future
campaigns. It bas already become so with eredit in private
hands. How enn it be less so when credit bhecomes a power
attuched to public officers who rise and fall with the fortunes
of partissm esndidates for political office? )

The foregoing uneutralize the benefits arising from the con-
centration and organization of the credit power of the national
banks, as 1 am able to forecast the fature,

I mention another feature I object to, and T do not wish to
wound anybedy’s sensibilities nnd I do not think I shall. I
object to u community in the corn-belt prairies that has plowed
its money out of fhe soil by the sweut of their faces, dug it
out of our mines, and made it in our factories, made it with
our cittle, our sheep, and our corn, clover. aud our hogs, onr
wheat, flax, barley. and foruge. with our mills, our railronds,
our traetion compnuies. and our commerce and banking in
the great Middle West and in the Northwest. in all that country
that bas developed sinee the Civil War, since the bunks were
first nuthorized to be created by acts reaching back half a
century, in a!l that country where the virgin sod was never
touched by a plow mntil in our liferime. during all the develop-
wents of this national banking system, I object to that cem-
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munity’s having taken against our will a part of the money that
we have made in our country to promote those who have failed
to develop their own resources,

I object to a bank's taking en masse the resources from New
York to.the foothills of the Rocky Mountains and commandeer-
ing them in the interest of a section of the country that has
not made money and wants to take it out there by law instead
of attracting it there by the legitimate course of trade. That
is what this caucus bill is trying to do. You are trying to
legislate money from where commerce has placed it to where
it can be loaned on bagged peanuts, on Angora goats, and on
bales of cotton. I know what is the matter when I look at this
bhill, You have not made enough money there to promote your
business, and you want to coerce the people elsewhere who
have made it to loaning it to you by governmental action when
you can not get it in any other way. That is the plain un-
adorned layman’s view of this thing. That is credit by govern-
nient. That is the new freedom. Dig for it, as we did. You
have a good country., Develop it. You have free trade in many
things under the new tariff. You ean buy where you can buy
the cheapest; the high cost of living ought to be constantly
lowered ; yon can buy mackerel and codfish from Nova Scotia;
you ecan feed poultry food to your hens and have cheap eggs;
you have got Angora goats, and can raise raw material for
mohair clothing In your warm country. [Laughter.] You have
ostrich farms in Arizona; yon can utilize your cactl and rattle-
snakes and horned toads for the nutrition of those birds famed
for vigorous digestion. Through them noxious and unsightly
things are transmuted into waving plumes to adorn the chivairy
and beauty of the world. Go ahead and make money; but do
not try to come up into the country where they have made it,
if you have not got it, commandeer it by an act of Congress,
and take it, whether we wish you to do so or not.

There is one part ef this bill now that, to my mind, is fear-
fully and wonderfully made. The Treasury is compelled to
redeeny in gold the reserve notes proposed to be issued by the
caucus bill, The reserve banks are permitted to redeem in
gold or lawful money. What is * lawful money ”? That is the
phrase that caused the excruciating agony at the other end of
the Capitol when it was struck out. It is back here again. It
was struck out in a certain place. Lawful money! Suppose
an cloguent gentleman, at one time from the Platte River, were
construing that phrase; suppose he were at the fountainhead
of financial authority and were called upon to say what he
thinks ** lawful money ” is, what would the answer be?

The great trouble here is that we misunderstand each other
on terms. We mean money on this side in one way, and some
of you wean it in the other way. There is a misunderstanding.
Maurice Maeterlinck says that hell is a place of infinite mis-
understanding. Now, let us understand each other at the out-
get, and not have any of it in this Chamber. There is but one
kind of money in the world; there is but one kind of money
in this country. Ivery other kind of money is a delusion. Do
not get mixed up on the idea that anything that has the legal-
tender guality attached to It is money. The Government can
make anything legal tender. At 75 cents a dozen, it could make
“a setting of eggs,” as my grandmother used to call it, legal
tender if it wanted fo, and it would be a good legal tender to
pay debts. What is the legal collection of a debt? It is suing
the debtor, taking judgment, levying execution, and exposing
his property above the exemptions to sale. Somebody bids
money. The money that is bid when paid to the judginent
creditor satisfies the debt, and that money has attached to it
the legal-tender power. In voluntary payment it may be offered
by the debtor to_ the creditor and its acceptance extinguishes
the debt; if refused, the creditor can recover no more or differ-
ent money than that tendered. Any Government can give legal-
tender quality to any kind of money. It may be called money.
It may pay debts at its face. No law can ever fix its buying
power. There is but one kind of money, and that money is the
gold dollar of 23.22 grains of pure gold or 25.8 grainsof standard
gold with one-tenth alioy. It is equal in debt-paying and buying
power everywhere in the civilized world.

Oh, well, somebody says, greenbacks are money. I do not
think so. Do not misunderstand terms. Greenbacks are not
money. Federal reserve notes will not be money. Greenbacks
have legal-tender power; they can pay debts; they are. worth
their face now simply because the Government is able to pay
them In gold when dewanded by the holder. Federal reserve
notes mway by an act here, by the fiat of Congress, be given legal-
tender power; silver certificates, silver dollars, may be given
legal-tender power, but the ultimate money is the gold dollar,
and it has been money from time immemorial.

I do not say there is any particular, unalterable ecommerecial
status attached to gold. If suddenly there were to be a moun-

tain of it discovered in some part of the habitable globe, ac-
cessible to man, so that it would become as common as copper
or iron, the ultimate redemption money would no longer consist
of gold of the present standard. It is because universally and
for centuries, from the dawn of recorded history, gold has con-
tinued to be the most stable of all the metals. Such money is
lerely a stable measure of value; it is in the greenbacks a
promise to pay the money of redemption. The promise-to-pay
money is made a legal tender. It was a declaration of the
sovereign that its promise should be taken in payment of debts.
Gold is a legal-tender coin. Men would universally take it in
satisfaction of debts if the Government never made it so. When
the sovereign compels anything to be taken that men would
not take voluntarily in business, it embarks on an experiment
the end of which no one can accurately predict.

Our lawful money is of various kinds other than gold. The
Government, however, is compelled to pay gold, and the reserve
banks are given the option of paying gold or any other kind of
money, providing it is lawful.

There is another feature of this bill that has attracted my at-
tention. I am speaking now of the caucus bill. There is in it
what I call the ** boycott clauge.” I do not know whether mueh
attention has been paid to it, and I am making my suggestions
now for the purpose of provoking future discussion, although at
the risk of consuming valuable time. This provision is fouud in
the caucusg bill. I am somewhat solicifous to learn the purpose
of this provision on page 67, which reads:

Except as thus provided, no member bank shall keep on deposit with
any nonmember bank a sum in exeess of 10 qor cent of its own puid-uP
capital and surplns. No member bank shall extend directly or Indi-
rectly the benefits of this system to a nonmember bank, exeept upon
written permission of the Federal reserve board, under penalty of
suspension.

There are 7,509 national banks, according to the last report
of the comptroller which I have received, which is dated Novem-
ber 20, 1913. I find by the same report that the natienal banks'
liabilities to State and private banks ar: $578,216,313 and some
cents, The liabilities of the same banks to the trust companies
and savings banks are $409,000,000 in round numbers. The total
linbilities, therefore, of the national banks to other banks—
State banks, private banks, trust companies, and savings banks—
are $1,077,000,000. The list of the resources of national banks
shows that the national banks have deposited in State and pri-
vate banks to their credit $242,000,000 in round numbers. 'The
total capital and surplus of the national banks is $1,785,000,000,
Ten per cent of this—and the requirement of this paragraph is
that they shall not keep on deposit with any member bauk in
excess of 10 per cent of their capital and surplus—10 per cent
is $178,000,000 in round numbers. The national banks already
have deposited In the State and private banks and trost com-
panies $242,000,000. One hundred and seventy-eight million dol-
lars, the 10 per ecent figure, would require the national banks to
withdraw from the State and private banks some $64,000,000 in
round numbers. If this were to be regarded as an unfriendly
act, the State and private banks could, on the other hand, with-
draw from the 7,500 national banks $1,077,000,000 of deposits
or debts owing—and whether they be time deposits or demand
liabilities they are debts in some form.

The purpose may be fair or otherwise—I impute no im-
proper motive—but the effect of this paragraph is naturally to
create two classes of banks in this counfry. One class is the
member bank and the Federal reserve bank. They are for-
bidden to place more than 10 per cent of their deposits in State
or private banks. This naturally limits their business. It
naturally causes a withdrawal of deposits.

What I abhor in legislation is the creation of classes re-
quired by operation of law to become hostile to each other.
Thig bill does unnecessarily and without serving any useful
purpose create a class war between the two kinds of banks so
created.

In that event the national banks would stand to lose. nef,
$1,013,000,000 of their resources. This is, in substance, what
happened to the second United States Bank. There was an
incessant war between the second United States Bank and its
branches and the State banks of the different States of the
Union. The line was sharply drawn. Jackson in his politieal
eampaigns utilized the State and private banks as political
agencies to make war upon, and to securc political power to
prevent the extension or renewal of the charter of the second
United States Bank,

Here is a direct invitation to a war of reprisal by the one
upon the other. It certainly can serve no useful purpose.

It may not be a very considerate kind of comparison, but T
do not know how adequately to describe the discord that
could be created, or the confusion and chaos, better than by
likening this paragraph to the 300 foxes that Samson hod, to
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whose tails he tied firebrands and turned them loose. Here
are about 18,000 private banks and State banks in the country,
with 7,500 national banks, and we are turning one loose against
the other to engage in a war of retaliation.

There is yet another feature in connection with State banks.
Nearly all the States, especially the larger Stafes of the Union
in point of population and in material, industrial, agricultural,
and financial resources, have constitutional or statutory provi-
sions for the chartering of State banks. I have had ocecasion in
years past to examine the laws of some of the States, organic
and statutory. The organic laws in some of them require all
amendments, as well as the original banking laws, to be sub-
mitted to a vote of the people before they shall be effective. In
pursuance of that constitutional power many of the States have
enacted banking laws and submitted them to the people for
confirmation. Some of the original acts have been amended
many times. Amendments in every case have been submitted
in like manner to a confirmation by popular vote. The acts
under which State banks are chartered have provisions that are
a* variance with the requirements of the acts governing national
banking associations,

One provision in the bill says that trust powers may be
granted to bauks, taking care, however, that they are not in
contravention of the laws of any State, I do not know how that
would operate. I do not know how it is possible for it to operate
in some of the States. Some of the trust companies, outside of
doing an investment business, do a very large business in accept-
ing and executing trusts, as testamentary trustees, executors,
administrators, receivers in bankruptcy, in the administration
of trust funds, and in the handling of property in a multitude
of fiduciary capacities. These trust companies by the statutes
o1 many States are not required to give bond. The order of the
court, or whatever authority appoints them, if a bond would be
required from a natural person, is that no bond shall be given
L¥ the trust company,

In almost every case where this is so, it is because the trust
company before it begins business is required to put certain
securities in the hands of the State auditor or the State banking
superintendent, or whatever answers to a similar authority.
The security so deposited depends in its amount upon the size of
the city in which the trust company is located. In some cases
the minimum in the smaller cities is $50,000, and runs up, in-
creasing with the size of the city, to $1,000,000, and increases
thereafter in proportion to the amount of money kept or the
trusts that are accepted to be executed by the company.

These securities are taken from the trust company, put in the
hands of the banking superintendent, and there impounded by
the provisions of the banking law, to remain us long as the
trust company shall continue to do business. This would re-
quire, under the State banking act, a segregation of that much
of the assets of the trust company. If the trust company seeks
to be made a member of the Federal reserve bank, it must com-
ply with the provisions of the bill. In that event there are two
conflicting authorities. No such requirements are in this bill
and nothing in lien of it. There are some securities in the
hands of the State banking department. There are other se-
curities and cash under the inspection of a Federal authority,
and the reserves are segregated and put in a reserve bank under
a Federal authority. If reserve notes are issued, some of the
bank's paper is deposited with the comptroller as collateral.
Such a bank serves two masters. Will not the usual result
follow ?

The methods of extending credit, of taking collateral, of estab-
lishing the worth of the names on notes or bills of exchange are
different. The requirements of the State banking laws do not
at all agree with the provisions of this bill, especially the caucus
bill. There is at once a conflict of jurisdiction between the two
authorities,

I do not think this part of the bill is well worked out. One-

or the other ought to be paramount. If they come in, the bill
ought to provide that appropriate legislation shall be had by
the State to permit the release of the trust company from all
obligations to the State department, and thereafter the super-
visory power of the reserve bank or other Federal authority
should impound these securities and hold them for the protec-
tion of those who are the beneficiaries under the trust, so that
no injury may result. If that is not provided, I do not see how
any trust company can comply with the provisions of this bill
and become a member bank unless it surrenders its State-created
powers.

The acceptance and execution of trusts by a mnational bank
change the jurisdiction of that immense volume of business built
up under State laws and State court decisions from State to
Federal control. It is an adventure on a vital subject into the
unknown. :

The method of making loans, for instance, is a vital point of
difference. Some of the State banking laws will not permit any
officer or employee of a bank who has access to its funds or
securities to borrow money from the bank in which he is em-
ployed or for which he acts until the loan has been approved
by the board of directors. There i8 no such provision here.
This would be a matter of conflict in the making of loans. A
bank examiner from Federal authority would pay no attention
to this provision, whereas the bank examination made by State
anthority would require a strict observance of it.

So these conditions, as I say, would require some change in
this paragraph of the caucus bill.

Something has been said here about the large banks and
about the New York banks, I hope I shall never become a
victim of mere phrases. War cries signify nothing, although a
nickname, an epithet, or a phrase will sometimes do much
temporary execution. The mere fact that somebody may cry
“ Wall Street!” does not necessarily imply that the person so
crying has the best of the argument. The mere fact that some-
body may criticize the large banks of New York City does not
imply that the merits of the controversy are with this or that
bill. .

I am not here to defend the New York banks. They need no
defense. If they do, it can be made by much abler tongues than
mine. The Senators from that State, men of great eapacity
and experience, of wide knowledge, both of law and of practice,
can do so. I wish, however, in justice to some of those banks
or their predecessors, not to let the occasion pass without one
last word.

In 1862 or 1863 this countiry was without specie. We were in
the midst of a great struggle for national existence. Secretary
Chase was at the end of his financial resources. A large part
of the Government of England looked with a eritical and wn-
friendly eye upon the struggling Republic of the New World.
They had acknowledged the belligerency of the Confederate
States of America. Lincoln, in this Capital, was administering
the duties of his great office in the midst of unparalleled diffi-
culties. Our eredit was coustantly sinking. The future was
dim and unrevealed. Many reverses on the field had happened.
Our revenues were not sufficient for our expenditures. Every
day of that unfortunate period of our ecivil life there went out
in expenses $2,000,000. Our bonds were selling below par at
a high rate of interest. Our circulating-note obligations were
at a discount in gold.

At this perilous time, when the Treasury was without gold,
the predecessors of the New York banks did something that I
will never forget. I was in my cradle at the time and have no
personal memory of it, but I can read it, and I have a lively
memory of what those men then did. Some of the boys of that
time are the bankers of to-day in Philadelphia and New York
City. They can remember the stress of that fime among their
elders, In that dark hour of publie peril, I wish to record here
for the banks of New York City that they came to the rescue,
and they put $150,000,000 in gold in the Union Treasury of this
country, and still they and their successors are to-day objects
of suspicion, and the dollar is ealled “a cowardly dollar.”

It was not a cowardly dollar in the administration of Abra-
bham Lincoln. It was an honest dollar and it was a fearless dol-
lar, because it helped to keep the Union to-day where every one
of the 48 States has two Senators sitting in this body. That
is over, never to return; but let us not forget that the $150,-
000,000 given to the Government by the New York banks
drained them of their specie resources. The total circulation of
all the banks of the United States at that time was only $202,-
000,000, and the New York banks put up $150,000,000 of gold.

Now, about the country banks. In the same report I note that
out of total national-bank resources of $6,260,000,000, in round
numbers, the country banks, all outside of the reserve and cen-
tral reserve cities, have 52 per cent. A

It is not the New York banks that are hit by this bill. They.
will survive and take care of themselves. They have wide
markets for securities, their resources are large, their foreign
trade extensive. We secarcely ever see a foreign bill of ex-
¢hange in the inland cities outside of the city of Chicago, and
they come largely from the ports of entry on the Atlantic coast.
The cities that do business with foreign countries have a double
chance to survive where the inland cities have not.

The country banks, comprising 52 per cent of the loans and
discounts, are affected by this bill in a vital spot. Of the specie

resources of the mnational banks, comprising a total of
$710,000,000, the country banks have nearly 30 per cent. Of
legal-tender notes, they have about 33}.per cent. Of all the

capital stock of the national banks, the counfry banks have 60
pez cent. Of the surplus, they have more than 50 per cent. Of
the national-bank notes outstanding, they have 55 per cent. Of
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the individual deposits, the country banks have more than GO
per cent,

I am quoting these figures only to show that the country
banks are the larger proportion of the 7.500 banks affected by
this bill. Their resources, their loans, their disconnts, their
specie, their legal-tender notes, are in every instance, in the
larger items a wajority running from 52 to G0 per cent.

Mr. President, it is nearly 11 o'clock, lacking but a couple of
minutes of the bour. I bhave a few more points I should lika
to develop. but 1 will take the chance to get o them on sve
future oceasion when we read the bill by paragraphs,

The PRESIDILNG OFFICER (Mr. Lea in e chair). The
hour of 11 o'clock having arrived, the Senate stunds adjourned
until 10 o'clock to-norrow.

The Senate thereupon (at 11 o'clock p. m.) adjonrned until
to-morrow, Thursday, Decemver 11, 1013, at 10 o'cluck a. m.

HOUSE OF REPRESENTATIVES.
WebxNEespay, December 10, 1913.
The House met at 12 o'clock noon.

The Chuplain, Rev. Heury N. Couden, D. D., offered the fol-’

lowing prayer:

Eternnl God, our heavenly Father, Thy loving heart pours
itself out upen us in a thousand biessings day by day: blessings
which measure up to our physical. mental, moral, and spiritnal
needs. And what dost Thoo reguire of us but to do jusily.
love merey, and wiailk humibly with Thee. Grant. O wost merei-
ful Father, that in all the relationships of life we muay strive
earnestly to do Thy behests nnd muke ourselves worthy of Thy
tender mercies and loving care. lu the spirit of the Master.
Amen,

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

MESSACE TROM THE BENATE.

A message from the Senate. by Mr. Tulley. one of its clerks,
announced that the Senate had passed without amendment
joint resolution of the following title:

H. J. Res. 164, Joint resvlution anthorizing the Secretary of
the Senate and the Clerk of the House fo pay the officers and
employees of the Sennte nnd House. including the Capitol pulice.
their respective salaries for the month of Decewmber, 1813, on
the 20th day of said wonth,

PRINTING OF HOUSE LOBBY COMMITTEE REPORT.

AMr. GARRETT of Tennessee. Mr. Speaker. 1 ask unanimons
consent that there mny be printed 1.000 additional copies of the
reports (H. Lept. 113) that were read yesterdsny.

The SPEAKER. The geutleman from ‘Tennessee asks unani-
mous cousent that there shall be printed 1,000 copies of the two
reports that were read here yesterday.

Mr. MacDONALD. Iieserving the right to object, T shouid
like to ask the gentleman if thiere is any objection to having
2,000 copies printed?

Mi. GARRETT of Tennessee. I will state this to the gentle-
man from Michigan: I apprehend that there will be a request
possibly for more copies than that, but I did not want to pre-
sent a resolution for that until & little later, when the com-
mittee can deterwine with sowe definiteness nbont how many
will be required. This thousand ecoples for which I am vow
asking is simply for the present use of the Members of the
House and Sen:te. 1 think we shounld limit It at this time, and
then I will present a resolution and let it go to {the Committes
on Printing, in order to get the number of copies which may be
found to be necessary.

Mr. MacDONALD. From the requests which I have received.
I aim sutisfied that there will be a demand for a good muny
coples.

Mr. MANN. Has the gentleman had an estimate of the cost
of printing this?

Mr. GARRETT of Tennessee. No; I have not an estimate of
the cost. There were only 355 copies of the House print wnde
yesterday. 1 had thought there wounld be a larger House priut
than that or I shuuld bave ordered a committee priut, as [
had the right to do.

Mr. MANN. The usual nomber was printed. of course.

Mr, GARRETT of Tennessee. The usual number.

Mr. MANN. And the House got 385.

Mr. GARRETT of Tennessee. The House got 3S5 copies.
not enough for each Jlember to get a copy yesterday. 1 aw
perfectly willing that the request shall be for 2,000 cuples. 1
have no ebjection to that.

Mr. BUCHANAN of Illinois. Mr. Speaker, I believe there
was a resolution passed in the convention of the American Fed-

eration of Lubor requesting that an effort be mnde to secinre
a number of copies of this report. as well as of the hearings.
I shonld like to ask the gentleman if he has had any requests
from that source. y

Mr. GARRETT of Tennessee. Does the gentleman mean from
the American Federation of Labor as a body?

AMr. BUCHANAN of Illinois. Or any officials of it.

Mr. GARRETT of Tennessee. Noj; I have not had any such
requests for it. :

Mr. BUCHANAN of Illinois. There is a desire on the part
of the representutives of the labor of the country to have
additional copies.

The SPEAKER. TIs there objection?

Mr, BUCHANAN of Iilinvis. I object to the request for
1.000 eopies. Mr. Speaker. If you will make it more than 1,000,
I will not object.

Mr. GARRETT of Tennessee, I will reduce the request to
o0, if necessary.

AMr. DAVENPORT. He wants a larger number.

Mr. GARRETT of Tennessee. [ expluined to the gentlemnn
from Michigan (hat 1 understand there will be a request for
these coples later. It is my purpose. whon I have ascerinined
about what number will be .equived. to prese a resolution
and let it take the usual course. but this request I wm making
uow is for the immediate convenience of the mewbership of the
House. not for outside bodies or for general distribution. A
nunber of Members were nuable to ubtaln coples yesterday.
1 hope the gentieman will not object to thnt.

AMr. MacDONALD. Still reserving the right to object. I
understand the gentleman to say he is williug that the reguest
shall be for 2000 coples.

Mr, GARRETT of Tennessee. T hnve no objection to 2.000.

The SPEAKER. Does the gentleman nsk rfor 20007
'70}\“]{1]” GARRETT of Tenuessee, 1 will submic the reguest for

The SPEAKER. The gentleman from Tennessee [Mr. Gag-
BRETT] asks nnanimons conseut fo print 2.000 coples of the 1wo
reports that were read here yesterday and priuted in the Coxn-
GRESSIONAL REcorp. Is there objection?

There was no objection.

LEAVE TO WITHDRAW PAPERS.

By unanimous consent, at the request of Mr. Roserts. of
Massachysetts, lenve was granted to withdraw from the Hles
of the House without leaving coples the papers in the case of
Jumes Wood (11, I 4277, 62d Cong.), no adverse report having
been made thereon.

By unanimous consent, at the request of Mr. AUSTIN, lenve
was granted to withdraw from the files of the House withont
leaving copies the piipers .n the case of Adam and Noah Brown
(H. R. 6250, 624 Cong.), nu adverse report having been made
thereon,

CALENDAR WEDNESDATY,

The SPEAKER. This is Calendar Wednesday, and the eall
rests on the Committee on Military Affairs

The Chuir desires to suggest to the House that Members ean
not sit ip their seats and make any motion whatever; they can
not sit in their seats and iuterrupt a Mewber who has the floor,
The Chair understands that these things are done withont «(ne
consideration and without nny desire on the part of a Member
to disturb the order of the House, but he doves disturb it. ‘Fhe
call rests with the Committees on Military Allairs.

The Clerk proceeded with the eall of committees.

TENURE OF OFFICE OF THE MAJOR GENERAL COMMANDANT, UNITED
STATES MARINE CORPS.

Mr. PADGETT (when the Comumittee on Naval Affairs was
cal'ed). Mr, Speaker, by direction of the Committee on Nuval
Affairs, T eall up the bill H. 1. T00S1, a bill to make the tenure
of the office of the major general commandant of the Miriue
Corps for a term of four yeurs.

Mr. MANN. Mr. Speaker, I make the point of order that this
bill, which is on thie Huuse Calendar, should be on the Uuion
Calendar.

The SPEAKER.
tLat point of order?

Mr. MANN. A part of the bill rends:

And any officer appointed under the provisions of this act who shall
be retired from the position of commandant of the Marine Corps by rea-
gson of age or length uf servire sunil have the rank and retie wmy of n
major general; if retired for any other reason, he shall be placed on
the retired List. of officers of the grade to which bhe belonged at the
time of his retirement : Procided, That nn oficer serving as cowman-
dant shall be carried as an additional pumber In bis grade while so sery-
ing. and after his return to dutﬁ In his grade uontil sald grade is re-
duced to the number authorized by law.

The latter provision provides for an additional officer in the
Marine Corps, which, of course, carries with it the pay, making

Upon what ground does the gentlemun make
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an additional draft on the Treasury. The first part fixes the
pay of a retired officer, and that would involve an expenditure
of money from the Treasury.

Mr. PADGETT. The last proviso says:

Provided further, That nothing herein contained shall operate to in-
erease or reduce the total number of officers in the Marine Corps now
proyvided by law.

Mr. MANN. That may be, but it puts them in a different
grade, and there is a difference in the pay.

Mr. PADGETT. But it does not increase the total number.

The SPEAKER. 1If it increases the total appropriation it
ought to be on the Union Calendar, and there is where it goes.
The House will resolve itself into Committee of the Whole
House on the state of the Union.

Accordingly the House resolved itself into Committee of the
Whole House on the state of the Union, with Mr. Crark of
Florida in the chair,

The CHAIRMAN. The House is now in Committee of the
Whole House on the state of .the Union for the consideration of
the bill H. R. 10081, a bill to make the tenure of the office of
the major general commandant of the Marine Corps for a term
of four years, and the Clerk will read the bill.

The Clerk read the bill, as follows:

Be it enacted, etc., That hereafter when a vacancy shall exist in the
positlon of commandant of the Marine Corps the President may appoint
to such position, by and with the advice and consent of the Senate, an
officer of the Marine Corps on the active list not below the grade of
fleld officer, who shall bold ofiice as such commandant for a term of
four years, and who, while s0 serving, shall haye the rank, pay, and
allowances of a major general in the Army; and any officer appointed
under the provisions of this aect who shall be retired from the position
of commandant of the Marine Corps cl? reason of age or loug-r.h' of
service shall have the rank and retir pay of a major gencral; if
retired for any other reason, he shall beeglaced on the retired list of
officers of the grade to which he belong at the time of his retire-
ment : Provided, That an officer serving as commandant shall be earried
as an additional number in his grade while so serving, and after his
return to duty in his grade until sald grade is reduced to the number
anthorized by law: Provided further, That nothing herein contained
shall operate to inerease or reduce the total number of officers in the
Marine Corps now provided by law.

Mr. PADGETT. Mr. Chairman, under the present law the
commandant of the Marine Corps is appointed to hold during
his official life; that is, he holds until he retires at the age of
64 years. This bill intended to make the appointment for a
specific period of four years. It is recommended by the de-
partment in a letter of the Secretary of the Navy, which is
embodied in the report. TUnder the existing law when the
commandant retires he retires as a major general. Under the
bill as reported if he retires from the position of commandant—
that is, if he retires from the service while holding the office
of commandant—he retires as a major general; but if he re-
tires from the office and not from the service, he goes back to the
erade to which he was entitled in the line. So that his advance-
ment to the grade of major general would have been for the
period during which he has served. If he retires from the
gorvice, he retires in the grade he holds in the line.

You will notice that the bill as reported provides that “if
he retires as commandant of the Marine Corps by reason of age
or length of service,” but the commiitee this morning, upon
recommendation of the Secretary of the Navy, has directed me
to offer an amendment to insert in line 12, after the words
* Marine Corps,” the words “in accordance with the provision
of sections 1251, 1622, 1623, Revised Statutes of the United
States or,” so that it would include a provision that he may
retire on account of disabilities incurred in the line of service.
For instance, under the bill as printed he could retire on
acconnt of age or length of service, but if he were wounded in
battle and sas retired, he would retire in the grade in which
he belonged in the line, and not in the grade of major general,
which rank and grade he held while serving as commandant.
These sections of the Revised Statufes are the sections which
provide for and regulate the retirement for disabilities in the
service. So that if he retires from the office of commandant, be
would have the right to retire for age and length of service and
for disabilities incurred in the line of duty.

Mr. ADAIR. Mr. Chairman, will the gentleman yield?

Mr. PADGETT. Yes.

Mr. ADAIR. Mr. Chairman, I would like to ask the gentle-
man if there is involved in this bill or proposition any increase
of salaries or any increase of cost to the Government?

Mr. PADGETT. I do not think that it would involve any
additional cost. Under the present law a commandant when
appointed serves until his retirement at the age of 64. He is
appointed to hold during the term of his official service; that is,
until he retires at the age of 64 or until he should retire for
other cause. When he retires, he retires with the grade and
rank of major general. TUnder the provisions as reported in
this Dbill he would be appointed for a period of four

years. Of course, if they were to appoint a man who was
60 years of age every four years, you would have a man
retiring every four years, the same as under existing law.
Under existing law, if the President were to nominate and
the Senate confirm the appointment of a man 60 years of
age, he would retire at 64 and another one appointed at
60 years of age would retire at 64, so that the same possi-
bilities exist under the two laws. It would depend on the
action of the President. If you appointed a man under 60
Years of age and he served four years and retired, he wonld not
retire as major general at all, and would never retire as a major
general. 8o that if the President were to nominate and the
Senate confirm a man under 60 years of age every time, there
would never be a retirement. Therefore, under this law the
possibilities are the same so far as the number retiring is con-
cerned, and it might be less.

Mr. ADAIR. Does -the gentleman think it would have a
tendency to increase the retired list among the officers in the
higher rank?

Mr. PADGETT. I think not, if the President of the United
States will not nominate men who are 60 years of age.

Mr., SLAYDEN. Mr. Chairman, will the gentleman yield?

Mr. PADGETT. Certainly.

Mr. SLAYDEN. Is it not conceivable that a man may be
chosen for the post of commandant of the Marine Corps under
60 years of age, say, 59 years, who would, after serving four
years, be retired because of length of service and not because
of age, and thus get added rank?

Mr., PADGETT. Yes.

Mr. SLAYDEN. The statement that the gentleman made a
moment ago was that if they appointed men under 60 years of
age that could not happen,

Mr. PADGETT. No; I did not say it would not happen. I
was speaking of the age limit, and was explaining the age limit.
That is also possible under existing law, and is taking place
to-day. The present commandant of the Marine Corps has made
application for retirement. He was appointed for an indefinite
term, and he is not 64 years of age, but he has had the length
of service required, and he is making application under existing
law for retirement on account of length of service. It was just
as I stated a moment ago.

Mr. SLAYDEN. He will retire with the rank of major
general?

Mr. PADGETT. Yes; under the present law.

Mr. HAY. Mpr. Chairman, will the gentleman yield?

Mr. PADGETT. Certainly.

Mr. HAY. What provision is there in this bill which would
prevent the President from redetailing any officer who was
detailed for four years as commandant of the Marine Corps?

Mr. PADGETT. None whatever. He can reappoint him. He
would then go to the Senate for confirmation, and, if confirmed,
serve a second term; but if you got an ineflicient man, instead
of his holding for his official life, he would terminate in four
years under the proposed bill and an efficient man could be
appointed.

Mr. HAY. Does the gentleman know of an instance where
a man has been detailed as the head of a corps where he has
not been redetailed and kept in there until he was retired for

ga?

Mr. PADGETT. It does not do that. Whenever he is first
appointed he is appointed for the full term until his retirement.

Mr. HAY. Oh, no; under the provisions of this bill you can
appeint a major who was 45 years of age and he could stay
there for 19 years.

Mr. PADGETT. Yes.

Mr. HAY. And I want to say to the gentleman that the ex-
perience in the War Department has been that wheraver 1 man
has been detailed at the head of a corps as a brigadier or a
major general he has been redetailed and redetailed again until
the age for retirement arrives, and he is only retired on account
of age.

Mr, PADGETT. The gentleman does not seem to get the ex-
isting law. Under existing law it is not a detail; it is an ap-
pointment.

Mr. HAY. I understand that. :

Mr. PADGETT. It is the same under the present law and
this proposed bill.

Mr. HAY. I understand thac.

Mr. PADGETT. You can appoint to<day a major, and if a
major is appointed to-day he would hold until he is 64 years
of age.

Mr. HAY. I understand that.

Mr. PADGETT. So that there is no changs whatever in tfie
provisions of the bill as reported and existing law.
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Mr. HAY. But the gentleman does not eatch my point. My
point is. while it is an appointment now, it will be an appoint-
ment then. /

Mr. PADGETT. Yes

Mr. HAY. The President has to appoint all of these officers,

Mr. PADGETT. Yes

Mr. HAY. Whethor they ere appointed for four years or
whether they atve appointed for life or for the term: which they
. would hold these offices. Now. I say in practice that men who
have been detailed and appointed to the position of brigadier
general—for inrtance, tnke the Signal Corps. the chief of which
corps is a brigadier general—it has been the uniform custom
to redetail th's mun and to raappoint him until he arrives at
the age of retirement. Now. is there anything in that bill
which would require this commandant of the Marine Corps to
give up the position at the emd of the four years?

Mr. PADGETT. There is nothing that keeps the President
from reappointing him. The President can reappoint him untii
he becomes ineligible. TUnder existing law when he appoints he
holds until he is G4. TUnder the proposed Inw he appoints him
for four years, and the I'resident has the opportunity to appoint
somebody else. Whether he will do that or not. 1 do not kunow :
but the law gives him the opportunity. the power, and the au-
thority o to do. XNow, that is the difference.

Mr. SLAYDEN. Does the gentleman not think there ought to
be a provision of law which would regnire a man detailed or
appointed, whichever wonl you prefer to use. to the rank of com-
mandant for four years. provided he dees not reach the end of
his official life before the four years of his detail shall have
passed, to go back to the rank and position which he had held
before he wrs detailed as such?

Mr, PADGETT. And not be reappointed?

Mr. SLAYDEN. Well. yes: I sny not be reappointed.

Mr. PADGETT. This bill does provide that when he goes
ont at the end of four years he goes back to his rank in the line.

Mr. SLAYDEN, To the rank he held before.

Mr. PADGETT. Yes: it provides that

Mr. SLAYDEN. Bnt no provision against redetail?

Mr. PADGETT. Nene,

Mr. SLAYDEN. Does the gentleman net think there oughr
to be?

Mr. PADGETT. Y do not. T think that the President and the
country ought to have an opportunity to avail itself of the man
who is the most available and-the most useful.

My, SLAYDEN. And an opportunity for favoritism?

Mr. PADGETT. No, sir: I think net. I think that the Presi-
dent of the United St: tes enan be and must be trusted to exercise
intelligently and patriotically the duty which Congress confides
to him,

Mr, HOWARD. My, Chairian, I want to propound this gnes-
tion to the gentleman from Tennessee: In effect. if this bill is
passed, an officer 57 yenrs of age, without the reguisite leugth
of service to retire from office. say he uttnins 63 years of age.
instead of being retired because of the fact he bad not the length
of service goes back into the Marine Corps as a eolonel ?

Mr. PADGETT. Yes: Le goes back to the grade he aeld.

Mr. HOWARD. In the grade from which he was promoted to
be major general connnaindarnt,

Mr. PADGETT. He may meve up, in the meantime, in the
regular line,

Mr. HOWARD. By promotion. Tbat would put a man back
in the service probably three or four numbers below the com-
manding position thut be occupied as major general com-
mandant

Mr. PADGETYT. That is true. .

Mr. HOWARD. With this scramble thatf is always in evi-
deuce when a commnndant is fo be appointed.

You take this man and put him back as a colonel, or probahly
as a lieutenant colonel or mjor, to serve the balance of his time
before he retires?

Mr. PADGETT. That is trne.

Mr. HOWARD. Now, I wanf to ask the gentleman, in all
candor, to give an expression of Lis opinion to this House as to
what he thinks the effect of such a Inw would be upon the dis-
cipline in the Marine Corps.

Mr. PADGETT. 1 do not think there is any use of speculat-
ing on that, becnnse we are doing it every day. Under the law
as it now stands In the Navy any officer; even a commander.
may be appointed chief of a burean. and when he is appoioted
chief of a bureau he has  bhe rank, pay. and allowances of n rear
admiral, and when he ~oes out of the position of chief o!
bureau he goes juck to the rank from which he was nppointed
And only within the last few weeks Admiral Twining., whiie
serving as Chief of Bureau of Ordnance, had the rank, title.
pay, and allowunces of an admiral, but when he passed out of

that he went back and is now serving as a commander. Admiral
Andrews was Chief of the Burean of Navigation, having control
and governnient of the whole personnel of the Navy. He passed
away from the position of the chief of the burenu and went back
into the position of commander, and since then nas come up for
promotion to captain. He has not yet been confirmed by the
Senate, and is now serving in command of a ship us a com-
mander. We h.ve hnd that for years and years, and we have
had multiplied instances of it, .and instead of doing harm I
think it does good. It gives an incentive t« more men for op-
portunity to do something, and at the same’ time it gives an
opportunity to the Government to place a man back in the ranks
where his abilfry fits him. either np or down.

Mr. HOWARD. Now, My, Chairman, if the gentleman from
Tennessee will indulge me just a moment further. 1 exn sce the
logie of his statement if all those who sought to be commandant
of ithe Marine Corps would. within the tiwe that they were sery-
ing as major general commandant, be retired by virtue of length
of service, but I venture the statement that not one man in ten
to-day who is a colonel, a lieatenant colonel. or major in the
Marine Corps would want to accept the position of major gen-
eral commandant of the Marine Corps if he knew that during
the time of his service as steli he wounld not receive, ag the gen-
tleman from Virginin [Mr. Hay| stated a while ago. a redp-
peintment to that office which wonld retivre him within that
grade during his tenure of service

Now. further than that. if the gentleman will permit. this
bill seeks to put men in office from the line withoui any idea of
rank; that is to say, any man—

Mr. PADGETT. From the major up. and not below a major.

Mr. HOWARD. I understand not below a major. It means
from mmjor up.

Mr. PADGETT.
major,

Mr. HOWARD.
anything, because
[Laughter.]
tions.

Now. T go back to the original proposition Does the gentle-
man think it would bave a wholesome effect on the discipline
of the Marine Corps, taking into cousideration the fact that we
have a plvcking board in the Navy and not in the Marlie
Corps—does oot the gentleman think it would bave an un-
wholesome effect to reduce a1 mun to major general commandant
after serving four years in the Marine Corps to thut of lieu-
tenant colonel?

Mr. PADGETT. I do not. and I want to say that Maj. Gen.
Biddle, who is now major general commandant of the Murine
Corps. and bas been for the lust two years. has recommended
this legislation, and is to-day recommending it. for the efficiency
of the service. He is the commandant of the Marine Corps.

I want to say further that we have instances of it and illus-
trations of the workings of it with all of the bureaus. 'The
bureau chiefs go back into their rank. and yet whenever there
is an epportunity for appointmsent as ehief of a bureau there
are numbers of applicants who want it, knowing that when they
retire—not longer than four years. and many of them do not
serve as muoch as four years—they are to go back into the
ranks and they take up the service patriotically and efliciently.

Mr. HULINGS, Mr, Chairman. will the gentleman yield?

The CHAIRMAN. Does the gentleman from Tennessee yield
to the gentleman from Pennsylvanin?

Mr. PADGETT. Yes. sir.

Mr. HULINGS. The gentleman says appointment under this
bill is for four years. There is nothing to prevent a reappoint-
ment, is there?

Mr. PADGETT. Nothing whatever.

Mr. OULINGS. This bill provides that the President may
retrieve his mistake at the end of four years if he his made one?

Mr PADGETT. Thut is it.

Mr. GOULDEN. Mr. Chairman, will the gentlenan yield?

Mr PADGETT. Yes. sir.

Mr. GOULDEN. The chairman of the Committee on Naval
Affairs has so ably and so satisfactorily given the information
which I desire that I simply want fo thank him therefor and
assure him of my appreciation of his courtesy in allowing me
to make this statewment.

Alr. OGLESBY. Mr. Chairman, wil the gentleman yield?

The CHAIRMAN, Does the gentleman from Tennessee yield
to the geutleman from New York?

Ar. PADGETT. Yes -

Mr. OGLESBY. Does this make any ehange in the existing
Inw us to the grade from which men may be selected to the post
of commandant of the Marine Corps?

Mr. PADGETT. None whatever.

But there are line officers below the runk of

But the captain and those folks never get
they are swimming too close to the bank.
I am talking of folks likely to get these promo-
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Now, Mr. Chairman, I ask for the reading of the bill for
amendment.

The CHAIRMAN, The Clerk will read.

The Clerk read as follows:

Re it enacted, ete., That hereafter when a vacancy shall exist in the

ition of commandant of the Marine Corps the President appoint
o such ition, by and with the advice and consent of the Senate, an
officer otpg;e Marine Corps on the active list not below the grade of fleld
officer, who shall hold office as such commandant for a term of four
years, and who, while so serving, shall have the rank, pay, and allow-
ances of a major general lo the Army,

Mr, MANN. Mr. Chairman, has the gentleman from Tennes-
see resumed his seat yet? Is this being read in the time of the
gentlemuan?

The CHAIRMAN. This iz being read for amendment,

Mr. MANN. Not yet. Whenever the gentleman from Ten-
nessee resmmes his seat I desire to take the fioor.

Mr. PADGETT. I will state to the gentleman from Illinois
that I have no desire whatever to cut off debate. After T had
concluded I looked around over the Hall and nobedy addressed
the Chair. I will withdraw my request for the present.

AMr. MANN. Owing to the confusion, Mr. Chairman, we could
not hear the gentleman from Tennessee, but we could see him.
It looked as though he still had the ficor.

The CHAIRIMAN. Does the gentleman from Illinois desire to
be recognized?

Mr. MANN. Yes: I desire to be recognized in my own time.

The CHAIRMAN. The genileman from Illinois [Mr. Maxx]
is recognized.

Mr. MANN. Mr. Chairman, there are two theories, upon
either one of which you muay appoint a commandant of the
Murine Corps.

Mr. PADGETT.
my time.

Mr. MANN. There are, I believe, 10 eolonels in this corps,
and swhen a commandant is retired the DIresident appoints a
new commandant, or head of the eorps, from one of the colonels.
Under the existing law the new commandant remains comman-
dant until he retires or dies or resigns. For a number of years
the Navy Department has heen urging the passage of this bill.
Under the existing law when the President appoints a new
cotpmandant he attempts to select from the colonels eligible for
appointment the hest man for the place, and I think in the main
Ire has been in the past singularly suecessful.

Now, the proposition comes vp that a new commandant shall
only be appointed for four years, and if we could be sure that
when appointed he would serve four years, perhaps there would
be no valid objection to the passage of the bill. Under the
existing law the new commandant is appointed on merit, but if
this bill becomes a Jaw what will be the procedure?

Here are 10 colonels, one of them eligible for retirement in
Janunary, one of them eligible for retirement in June next, one
of them eligible for retirement in December next. If not
appointed commandant, they will be retired in the grade of
colonel and receive the pay and allowances of a retired colonel—
very much less, by the way, than the pay and the allowances of
a major general. Under this state of affuirs every one of the
10 colonels would be in favor of the appeointiment as comman-
dnnt of the colonel who would be retired in January next, and
in January that commandant wonld be retired as a major gen-
eral: and the colonel then whe was to be retired in June would
be appointed as commandant, and in June he would be retired
as n major general; and the next colonel eligible for retirement
would be appointed as commandant, and he would be retired as
a major general when the time came. And if this bill becomes
a law it is not improbable that every ane of the 10 colonels,
mwost of whom under existing law when they reach the retiring
age will be retived us colonels, would prebably be retired as a
muLjor general.

Now, I do not blame these gentlemen for wishing to be retired
at higher pay. I bave no criticism of the Army or Navy officer
who wishes to be retived at the highest possible compensation.
1t is hig business o look out for himself. It is our business to
do that whieh is best for the counfry at large.

Mr., TALBOTT of Maryland Will the gentleman yield?

Mr. MANN, 1 yield to my distinguished friend from Mary-
land.

Mr., TALBOTT of Maryland. Could not the condition which
you have described happen just as well under existing law as
under this bili?

Mr. MANN. It could not.

Mr. TALBOTT of Maryland. Why not?

Mr. MANN. Under existing law the President endeavors to
select the man for commandant on merit; but under this law—
the inetances are frequent——

Mr. Chairman, I reserve the remainder of

Mr. TALBOTT of Maryland. Does the gentleman mean to
say that under existing law if the President wanied to do what
the gentleman has described he could not do it?

Mr. MIANN. Oh, he could appoint these people; certainly.
anr. TALBOTT of Maryland. Yes. That is all I wanted to

OW.

Mr. MANN. TUnder existing law the President selects the man
on merit, because he serves during his tenure of office. Only
recently—and I do not mean to criticize what was done—a very
distinguished general who was Chief of the Corps of Engineers
of the Army retired in advance of the time when he was re-
quired to retire, after he was permitted to retire ander the law,
in order that another member of the Engineer Corps might be ap-
pointed Chief of Engineers, so that he might be retired as a
major general.

It wiil always be done when it ean be done. Now, the present
system endeavors to seleet the best man for the place.

In my opinion, the reason why this bill has been so urged for
years is because it offers an opportunity to retire officers at a
higher grade, and I have heard no reason given for changing
the system except the effect on the refiring otficers. If the
House is anxious to increase the burden and the load of the
retired officers of the Army and the Navy, it ought to pass this
biil. T do not find fault with the present system, but I do not
beiieve it ought to be increased or enlarged.

Mr. BUCHANAN of Iilinois. Mr. Chairman, will the gentle-
man yield?

Mr. MANN. Certainly.

Mr, BUCHANAN of Illinois. I supported this bill in the
committee, and I do not understand how it makes it possible to
increase the number on the retired list at higher pay. The
gentleman has not made it clear to me how it is possible to ere-
nte more generals under this bill than would be possible under
the present law, nnd he has admitted to the gentleman from
Maryland [3Mr. Tarsorr] that it might be done under the pres-
ent law.

Mr. MANN. The reason is because the vacancies will occur
s0 much more often.

Mr. BUTLER. And they are bound to come.

Mr. MANN. Tt is inevitable, when you have a four-year
period, that the opportunity to fill this position occurs that
much more frequently than if you have a longer period.

Mr. BUCHANAN of Illinois. Will the gentleman yield fur-

ther?
Mr. MANN. Certainly.
Alr. BUCHANAN of Illinois. Is it not possible under the

present system for the I'resident to appoint a man 60 years of
age, who in four yeanrs will be retired on aceount of age, or a
nian who may be retired on nccount of length of service? And
ean not the Presiidlent reappoint every four years under this
bill* This permits the President to appoint an officer who Is
the niost efficlent, and if he becomes inefficient it gives the
President an oppertonity to remove him. It seems that the
opportunity is greater under this bill to create a greater effi-
eiency than mnder the existing law, because at the present time
there is no power to remove a commandant if he becomes in-
efficient.

Alr. MANN. 1 take it that if any commandant becomes in-
efficient Congress has the power to change the law—to cut off
his term. As far as that is concerned, 1 think no one of them
has ever been charged with inefficiency up to date. But if you
pass this law, every four years comes the temptation to appeint
a man golely for the purpose of giving him pay at a higher ran':.
Everyone in the House who is familinar with the practice knows
that it has been a common practice to promote generals in the
Army and officers in the Navy for the sole purpose of having
them retirel at higher pay, ani it has very often been announced
that that was the reason for the promotion.

Mr. FOSTER. I shoul” like to ask my colleague a question.

Mr. BUCHANAN of Illineis. Will the gentleman yield further?

Mr. MANN. Certainly.

Mr. BUCHANAN of Illinois. I do not understand how this
makes it possible to inerease the number more than under the
present law. The gentleman has not made It clear to me yet,
althongh he is a very able Member of the House.

Mr. MANN. Because theopportunity comes that much oftener.
It is not customaty now to appoint a eommandant who is within
four years of the retiring age, and hence the opportunity does
not come every four years under existing law to ron these
people through this conduit into higher retired rank; but if you
put in a new commandant every four years, yon give the oppor-
tunity that much oftener for this temptation to be availed of.

Mr. BUCHANAN of Illinois. I believe the gentlemnn has ad-
mitted that the practice is here now. What would be the
incentive on the part of the President to take advnntage of tbe
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opportunity under the new law any more than under the present
law?

Mr. MANN. Well, I think it is perfectly patent. I have
given an instance of where the officer was to be retired in Janu-
ary or June, Of course that is not the way the retirement
comes. Usually several officers are eligible for retirement at
the same time. If it happens to come at a four-year period
under this law, they will all be retired through the conduit of
this system as major generals.

Mr. FOSTER. I have yet failed to understand—it is prob-
ably my fanlt—how these officers will be retired at the high
rate. If a colonel serves four years as commandant and goes
back to his command he takes the same grade, and if he should
be 64 years of age, eligible to be retired at the end of his service
as commandant, does he retire at a higher grade than he served
before he was promoted?

Mr. MANN. If he goes back as a colonel he would be retired
as a colonel, but if he is retired while he is commandant he is
retired as a major general,

Mr, FOSTER. If he is 64 years of age, eligible to be retired
while serving as commandant, he retires at the pay of a major
general?

Mr. MANN. I do not think he is required to be 64 years of
age. I do not think a man has to be 64 years of age to be
retired in the Marine Corps service. He is compulsorily retired
at the age of 64, but if he can retire as a commandant, as a
major general, within the term he retires as a major general
because he has served for 30 years. Then the next man would
do the same thing. You will never, in my judgment, see a com-
mandant at the head of this corps who will -ever go back in the
corps to a position as colonel. He will be retired as a major
general, The retired pay of a major general is higher, I think,
than the pay of a colonel. While the bill provides in reference
to them, as a proper precaution, no one familiar with the service
ever expects that to be done. I do not think anybody desires
it to be done. The man who has been a commandant ought not
to be put back in a subordinate position.

Mr. FOSTER. The reason I asked my colleague the question
is that I understood the chairman of the committee to say that
he was retired at the rank which he held before being advanced
to the rank of commandant.

Mr. MANN. If he is retired while commandant, no matter
what his rank was before, he is retired as a major general, If
his term runs out while he is commandant and he is foolish
enough not to retire, he would go back to his former grade of
colonel. Then if he is retired after that he would be retired
as n colonel. But if there is anybody in the Marine Corps so
foolish as to do that he ought to be dismissed for inefficiency.

Mr. FOSTER. Under this bill—and I think the gentleman is
correct—his contention is that there would be more men ad-
vanced who would be entitled to be retired at a higher grade?

Mr. MANN. Undoubtedly; a man who is commandant and
can retire as a major general and let his friend come in as a
commandant and retire as a major general would be very un-
kind, both to himself and his friend, if he did not avail himself
of the opportunity. .

This is not the first time this bill has been before Congress.
When the last vacancy occurred, at the time Gen. Biddle was
appointed commandant, and before his appointment, the Navy
Department recommended the passage of this bill. Congress
declined to pass it. I do not believe that this House, which I
think is not any more favorable to retiring officers at a higher
pay than the previous Congress, ought to favorably consider it.

Mr. PADGETT. Mpr. Chairman, I want to make one or two
cobservations. This is my ninth year in service on the Commit-
tee on Nanval Affairs, and if this bill has been before the com-
mittee at any time, I fail at this time to recall it. I do not
remember that the department has ever recommended this bill
before. It is true that Gen. Elliott, the former commandant, did
advocate such a law. Gen. Biddle, the present commandant,
hins advoeated it, but if the department has ever heretofore rec-
ommended it, I fail at this time to recall it. I have asked the
gentleman from Maryland, who sits by me, Mr. Tarsorr, a
member of the committee, and I have also asked the clerk of
the committee, and neither one of them recall that this matter
has been before the committee heretofore.

Mr. MANN. Will the gentleman yield?

Mr. PADGETT. Certainly.

Mr. MANN. Does not the gentleman recall the fact that
when Gen. Elliott was retired the appointment of a new com-
mandant was held up for a long time in order to let Congress
act on the recommendation of the Navy Department, making
a fixed term of four years?

Mr. PADGETT. I do not.

Mr. MANN. Waell, I do.

Mr. PADGETT. I do not recollect that there was such rec-
ommendation made, nor do I remember that it has ever been
before the committee.

I desire to call attention to other statements of the gentleman
from Illinois. Take his illustration about the 10 colonels. The
very thing that he says about the colonels that can be done
under this proposed law can be done under existing law to-day.
The President, if he wanted to, could select men who are 63
years of age and nominate them to the Senate, and the Senate
could confirm them. They would serve one year and would
retire as major generals, and whatever the age of the oldest
man was, he would nominate him, the Senate could confirm him,
and he would pass out at 64 years of age.

Mr. HAY. I call the attention of the gentleman to the fact
that that is not true in the Army.

Mr. PADGETT. I do not know anything about the Army. I
am talking about the Marine Corps.

Mr. STAFFORD. Mr. Chairman, I would like to have the
chairman’s view as to whether or not the President would be
open to criticism for that character of practice?

Mr. PADGETT. He would. I want to say this, that when
the gentleman from Illinois speaks about the present, law he
says, first, that under existing law the desire and the practice
and the inclination is to seek men of merit and nominate them
and have them appointed, but he says that if you pass this law
that practice will not prevail, and be imputes to the President
the possibility—yea, the probability—that instead of following
the custom that has characterized the Presidents in the past
the present President or future Presidents will select men sim-
lpi]yt for the purpose of augmenting and piling up the retired

st.

Mr. WITHERSPOON,
yield?

Mr. PADGETT. Certainly.

Mr. WITHERSPOON. Assuming that the President of the
United States is the kind of officer that they claim he ig, can
not he do that very thing now?

Mr. PADGETT. That is what I say; yes.

Mr. WITHERSPOON. Can not he pick out men in the Ma-
rine Corps who for length of service or for age will retire in a
month or two months or a year and under the present law just
appoint that class in order to increase the retired list, if he so
desires?

Mr. PADGETT. He could increase and multiply it just as
fast as he could find men who would reach G4 years of age or
who will soon have 30 years of service. That is the existing
law, and yet they say the President and the appointing power
of the Senate are moved by good prineciples and purposes under
existing law, but that if you enact the law and make it four
years, so that the President will have an opportunity to bring
better material in, if he has ineflicient men in the service; there-
fore the President will pervert the functions of his office and
will appoint men who are not reliable and competent.

Mr. HAY. Is it not a fact that the officers of the Marine
Corps are appointed under the same law as the officers of the
Army?

Mr. PADGETT. Yes; they have the same general regula-
tions.

Mr. HAY. And the same general law. As I understand the
law, as it applies to the Marine Corps it will be impossible for
the President to do what the gentleman has said.

Mr. PADGETT. The gentleman means for the Army?

Mr. HAY. Or the Marine Corps. They are appointed, as I
understand, under the law which governs appointments in the

Mr. Chairman, will the gentieman

‘Army and they draw the same pay and allowances.

Mr. PADGETT. They have the same organization?

Mr. HAY. Yes.

Mr. PADGETT. But under the law the commandant of the
Marine Corps is appointed for his official life, until 64 years
of age, and not for a definite term.

Mr. HAY. What I am coming at is this, that under the law
that prevails in respect to promotions in the Army, a man ean
not be promoted to the grade of brigadier general two months
before he arrives at the retiring age. The law provides that
a man must serve one year in the rank of brigadier general
before he can be retired. I just want to eall attention to that,
and to what I believe to be the case, that that would apply to
the appointment of a major general of the Marine Corps.

Mr. PADGETT. Well, there is this difference, there is no
grade of brigadier general in the Marine Corps.

Mr. HAY. But applied to major general, too.

Mr. PADGETT. If it applies to major general, the result
could not take effect.

Mr. HAY. In other words, an officer appointed to the rank
of brigadier general of the Army can not be appointed to this
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position two or six months before he arrives at the retiring
are. becanse the law provides that he must serve one year;
so that a colonel 63 years and 6 months old could not be made
a brigadier general.

Mr. PADGETT. As farasa law to prevent, it could be done.
T do not know of that law, but the thing I want to call attention
te is this, that in this respect it does not change the law one
particle. The existing law and this proposed Lill are the same.

Mr. GARRETT of Texas. Will the gentleman Yyield?

Mr. PADGETT. Yes.

Mr, GARRETT of Texas, If T understand the situation,
boiled down it is that the gentleman simply proposes by this bill
to ehange the law from a life tenure to four years' service?

Mr. PADGETT. That is the sam, substance, and merit of it.
Now. Mr. Chairman, if thera is no one else desiring to address
the Heonse, I will ask for a reading of the bill. :

The CHAIRMAN (Mr. Garp). The Clerk will rend the bill
for amendment.

The bill was read.

AMr. PADGETT. Mr. Chairman, I offer a committee amend-
ment,

The CHAIRMAN
amendinent,

The Clerk read as follows:

Amend, line 12, after the words * Marine Corps.,” by lnserting the
words *in aceordance with the provisions of sections 1251, 1622, and
1623 of the Revised Statutes uf the United Btates or.”

The question was taken, and the amendment was agreed to.

Mr., HAY. Mr. Chairmamn, T offer an amendment.

The CHATRMAN, The Clerk will repert the amendment.

The Clerk read as follows:

Amend, line 8, page 1, after the word * years,” by Inserting the words
* unless sooner relleved.”

Mr. HAY. AMr. Chairman, the purpose of that amendment is
to permit the appointing power to relieve this officer sooner.

Mr. PADGETT. That is all right; we have no ebjeetion.

The guestion was taken, and the amendment was agreed to.

Mr, HAY. Mr. Chairman, I offer a furtiier amendment, to
come in at the end of the bill

The CHAIRMAN. The Clerk will report the amendment.

MESSAGE FROM THE PRESIDENT OF THE UNITED STATES.

The committee informally rose; and the Speaker having re-
sumed the chair, sundry messages, in writing, from the Presi-
dent of the United States were communicated to the House of
Ttepresentatives by Mr. Latta, one of his secretaries, who also
informed the House of Rlepresentatives that the President had,
on December 8, 1913, approved and signed Joint resolution of the
following title : I

H. J. Res. 155. Joint resolution extending time for completion
of classification and appraisement of segregated coal and asphailt
lands of the Choctaw and Chickasaw Nations and of the im-
provements thereon, and making appropriation therefor.
TENURE OF OFFICE OF THE MAJOR GENEERAL COMMANDANT, UNITED

STATES MARINE CORPS.

The eommittee resumed its session,

The Clerk read as follows:

Insert at the end of the bill, page 2, the following: * Provided fur-
ther, That no person shall be ehg!h{g to redetnil as commandant of the
Marine Corps until he ghall have served two years in the Marine Corps.”

Mr. HAY. Mr. Chairman, the committee in its report re-
ferred to the appointment of the Chief of Staff of the Army, and
they stated they wanted to bring this appeintment in line with
the tenure of the office of the Chief of Staff of the Army. Un-
der the law the Chief of Staff can not serve as Chief of Staff
except for four years, nntil he has returned to the line and
served two years there, except in time of war or in case of
emergency. If that is what the gentleman desired to bring
about, to put the Commandant of the Marine Corps on the same
basis as the Chief of Staff of the Army, the amendment which
I offer effeets it.

Mr. PADGETT. Mr. Chairman, I do not think that is a wise
amendment or that it should be agreed to. I think that the
President should have the power and the autherity to reappoint
an efficient man if he thinks thatit is proper todese. Thisamend-
ment wouold require that the ecommandant should pass out of the
service as ecommandant for two years before he could be reap-
pointed by the President, and I think that this should be left
with the President to say whether or not the services of a man
are such that he would be justified in reappeinting him. The
reappointment has to go to the Senate for confirmation, and to
suy that a man could not be reappointed I do net think wonld
be proper legislation, 4
. Mr. HAY. Mr. Chalrman, it will not prevent a man from
being reappointed after serving two years in the Marine Corps.

The (Clerk will report the committea

Now, the Chief of Staff of the Army is a very much more im-
portant officer than the Commandant of the Marine Corps. He

is the chief of the Army, consisting now of 90,000 men, and the
law provides that he should only serve four years, and that at
the end of the four years he shall return to the line of the
Army. Now, the report made by the gentleman and his com-
mittee calls atiention to the fact that they desire that the Com-
mandant of the Marine Corps should have the same tenure of
office as the Chief of Staff of the Army.

If that is what they desire, this amendment accomplishes that
purpose. It does seem to me, if the purpose is to have a man
serve four years as Commandant of the Marine Corps, the way
to accomplish that is to embody in this law the provisions which
ire contnined in the law with regard to the Chief of Staff of the

rmy.

Mr. PADGETT. T ask for a vote, Mr. Chairman.

The CHAIRMAN. The question is on the amendment offerad
by the gentleman from Virginia [Mr, Hay].

The question was taken, and the Chair announced that the
ayes seemed to have it

Alr. PADGETT. Division, Mr. Chairman.

The committee divided; and there were—ayes 5, noes 26,

So the amendment was rejected.

Mr. PADGETYT. Mr. Chairman, I move that the committee
do now rise and report the hill to the House as amended, with
the recommendation that the amendments be agreed to and that
the bill as amended do pass.

The motion was agreed to. <

Accordingly the committee rose; and the Speaker having re-
sumed the chair, Mr. Garp, Chairman of the Committee of the
Whaole House on the state of the Union, reported that that com-
mittee had had under consideration the bill H. R. 10081, and
had directed him to report the same to the House with amend-
ments, with the recommendation that the amendments be agreed
to and that the bill as amended do pass.

The SPEAKER. Ts a separate vote demanded on any of the
amendments? [After a pause.] If not, the Chair will put
them in gross.

The nmendments were agreed to.

The SPHAKER. The question is on the engrossment and
third reading of the bill.

The bill ns amended was ordered to be engrossed and read a
third time and was read a third time:

Mr. MANN. Mr. Spenker, I move to recommit the bill fo the
Committee on Naval Affairs.

The SPEAKER. The gentleman frem Illinois moves to re-
commit the bill to the Committee on Naval Affairs.

The gquestion was taken, and the Speaker announced that the
noes seemed to have it

Mr, MANN. Mr. Speaker, I ask for a division.

The Heuse divided; and there were—ayes 35, noes 79.

So the motion was rejected.

The SPEAKER. 'The question is on the passage of the bill

The question was taken, and the Speaker announced that the
noeg seemed to have it.

Mr. PADGETT. Division, Mr. Speaker.

The House divided: and there were—ayes 81, noes 32,

So the bill was passed. ;

On motion of Mr. PancrerT, & motion to reconsider the vote
by which the bill was passed was lnid on the table.

PETITION FOR AMENDMENT TO CONSTITUTION.

Mr. HOBSON. Mr. Speaker——

The SPEAKER. For what purpese does the gentleman from
Alabama [Mr. Hoesox] rise?

Mr. HOBSON. Mr. Speaker, I rige to ask unanimous consent
that at 3 o'clock to-morrow one hour may be set aside for the
purpose of presenting a petition that was brought to-day by a
committee of 1,000 from all the States of the Union, with
the view to an ultimate constitutional amendment for prohibition
in the United States. And I would like to say in this connec-
tion that it is simply a courtesy which I wish to have extended
to this great committee, and not a matter of consideration of the
merits of the question.

Mr. BARTHOLDT. Mr. Speaker, regular order.

The SPEAKER. The question is on the request of the gen-
tleman from Alabama [Mr. Hossox] for unanimous consent to
set aside an hour to-morrow, beginning at 3 o'clock, to present
a petition frem a committee of 1,000——

Mr. HOBSON. With appropriate remarks.

The SPEAKER. With appropriate remarks, and present a
petition of a committee of 1,000 from a convention recently held
in Columbus, Ohio, looking to country-wide prohibition. Is
there objection?

Mr. BARTHOLDT. I object.
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Mr. HOBSON, Before the gentleman objects——

The SPEAKER. The gentleman has objected.

Mr. HOBSON. I want to ask the gentleman to reserve his
right to object. I am sure he will do it out of courtesy.

Mr. BARTHOLDT. I will

Mr. HOBSON. I want to have the gentleman understand
that the proposition is not for a discussion of the merits of
the bill,

Mr. DONOVAN. Mr. Speaker, the regular order.

The SPEAKER. The regular order is the objection to the
request of the gentleman from Alabama [Mr, HoBsoN].

Mr. BARTHOLDT. I reserved the right to object.

Mr. HOBSON. The gentleman reserved it.

The SPEAKER. But the gentleman from Connecticut asked
for the regular order.

Mr. HOBSON. Was that the gentleman from Connecticut
[Mr., Doxovax]?

The SPEAKER, Yes, sir.

My, HOBSON. Mr. Speaaker, I wish to give notice that at 4
o'clock to-morrow I shall move to adjourn, and those who care
fo stay here will hear remarks on this question.

Mr, MANN. It is so seldom the gentleman is here that we
would like to hear what he has to say. [Laughter.]

TENTH INTERNATIONAL VETERINARY CONGRESS (H. DOC. NO. 462).

The SPEAKER 1aid before the House the following message
from the President of the United States, which was read and,
with the accompanying documents, referred to the Committee
on Foreign Affairs and ordered to be printed:

To the Senate and House of Representatives:

In view of the provision contained in the deficiency act
approved March 4, 1913, that—

Hereafter the Executive shall not extend or accept any invitation

to I):lrticipate in any international congress, conference, or like event
without first specific authority of law to do so—
I transmit herewith for the consideration of the Congress,
and for its determination whether it will authorize the ac-
ceptance of the invitation, a report from the Secretary of State,
with accompanying papers, being an invitation from the Gov-
ernment of Great Britain to that of the United States to send
delegates to the Tenth International Veterinary Congress, to
be held at London from the 3d to the 8th of August, 1914, and
letters from the Department of Agriculture showing the favor
with which that department views the proposed gathering.

It will be observed that the acceptance of the invitation will
involve no special appropriation of money by this Government.

s Woobrow WILSON.

Tue Waire Housg, December 10, 1913,

REPORT OF THE COMMISSION OF FINE ARTS (H. DOC. NO. 461).

The SPEAKER also laid before the House the following
message from the President of the United States, which was
read and, with the accompanying documents, referred to the
Committee on the Library and ordered to be printed:

T'o the Senate and House of Representatives:

I transmit herewlith for the information of the Congress the
report of the Commission of Fine Arts for the fiseal year ended
June 30, 1913, with accompanying illustrations.

Wooprow Wiisox.

Tue WaitE Housg, December 10, 1913,

ENROLLED JOINT RESOLUTION SIGNED.

Mr. ASHBROOK, from the Committee on Enrolled Bills, re-
ported that they had examined and found truly enrolled joint
resolution of the following title; when the Speaker signed the
snnie:

H.J. Res. 164, Joint resolution authorizing the Secretary of
the Senate and the Clerk of the House to pay the officers and
employees of the Senate and House, including the Capitol police,
. their respective salaries for the month of December, 1913, on
the 20th day of said menth,

CIANGE OF REFERENCE.

By unanimous consent, the Committee on Appropriations was
discharged from further consideration of the bill (H, R. 9822)
establishing the Mammoth Cave National Park, and the same
was referred to the Committee on the Publie Lands.

NAVAL MILITIA.

Mr. PADGETT. My Speaker, by direction of the Committee
on Naval Affairs, I call up the bill (H. R. 8667) to promote
the efficiency of the Naval Militia, and for other purposes, on
the Union Calendar, No, 26,

The SPEAKER. The House resolves itself automatieally
into Committee of the Whole House on the state of the Union,
n(;-hnd the gentleman from Illinois [Mr., Foster] will take the

alr.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the considera-
tion of the bill H. R. 8667, with Mr, Foster in the chair.

The CHAIRMAN, The House is in Committee of the Whole
House on the state of the Union for the consideration of the
bill H. R. 8667, which the Clerk will report.

The Clerk read the title of the bill, as follows:

A bill (H. R. 8667) to promote the efficlency of the Naval Militla,
and for other purposes.

Mr, PADGETT. Mr. Chairman, I ask unanimous consent that
the first reading of the bill be dispensed with.

The CHAIRMAN., The gentleman from Tennessee [Mr. Pap-
GETT] asks unanimous consent that the first reading of the bill
be dispensed with. Is there objection? [After a pause.] The
Chair hears none, and it is so ordgred.

Mr. PADGETT. Mr. Chairman, I do not wish to consume
much time in explanation of this bill, as I do not deem it neces-
sary.

I may say that at the last session of the last Congress the
Committee on Naval Affairs favorably reported a bill which is
the same as this, with the exception of a few amendments,
mostly verbal, which have been made in the present bill.

Mr. MANN. Mr. Chairman, will the gentleman yield for a
question?

Mr. PADGETT. Yes.

Mr. MANN. Is the bill now reported with these changes
practically what was known as the Foss bill that the House
voted on?

Mr. PADGETT. Yes, sir; it is almost identical. I was
going to add that in the Congress preceding the last the Naval
Committee reported substantially this bill, with only verbal
changes, and the Honse passed the bill, but it was so late in
the session that it did not receive consideration in the Senate.
At the last session of the last Congress the Senate passed the
bill, but it was so late in the session that the House did not
have opportunity to consider it; so that this bill, with but few
changes, not material or substantial, has been passed by both
bodies.

Mr. COX. Mr. Chairman, will the gentleman yield?

- The CHAIRMAN. Does the gentleman from Tennessee yield
to the gentleman from Indiana?

Mr. PADGETT. Yes.

Mr. COX. What is the proposed maximum to which the
Naval Militia can be extended?

Mr. PADGETT. There is no limit
organized under the States.

Mr, COX. Do the States have any limit of law regulating
the number of men who can join the State Naval Militin?

Mr. PADGETT. They have no regulations, as I understand,
limiting the number. They have regunlations as to the organi-
zation, as to qualifications, as to examinations, professional and
physical, and along that line, but there is no limitation, as I
understand, as to the number the State may from time to time
authorize.

Mr. COX. This bill proposes, as I understand, to take all
the State Naval Militia and coordinate and make it a branch of
the Navy?

Mr. PADGETT. Yes; substantially. But we limit the total
appropriation in the bill to $200,000.

Mr. COX. That is to meet the present requirements?

Mr. PADGETT. No; that is the limitation that Is fixed. It
will require legislation on this bill fo enlarge it hereafter.

Mr. COX., Oh, yes; but I say that only meets the present
requirements—$200,000. There is nothing in that to keep a
future Congress from increasing the appropriation from time
to time as the number of men might be added to the various
Naval Militias of the States?

Mr. PADGETT. Yes.

Mr. COX. How many men now belong to the Naval Militin?

Mr. PADGETT. The report gives it exactly—S,128 officers
and enlisted men. The gentleman will find that on page 3 of
the report.

Mr. COX. Do I understand the gentleman to state that the
sum total of the cost contemplated by the proposed bill for the
next year can not exceed $200,000%

Mr. PADGETT. Without legislation of Congress it can nof,
at any time, be other than the amount carried in the annual ap-
propriation bill.

Mr, COX. I take it that if the bill becomes a law the Com-
mittee on Appropriations will very likely follow out the mnan-
dates of the law and make the appropriations.

Mr. PADGETT. DBut anybody could make a point of order
against that. There is to-day in the annual naval appropria-
tion bill an appropriation of $125,000 toward defraying the ex-
penses of the Naval Militia as it exists now, and that has been

The  Naval Militia is
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carried for a great many years. It was authorized a good
many years ago.

Mr. COX. That amount of money, as I understand it, is ex-
pended to pay the expenses of the Naval Militia at Naval Militia
maneuvers each year.

‘Mr. PADGETT. Yes; that and repairs and fittings and fur-
nishings and things of that kind.

Mr. COX. Do you mean that only $125,000 is paid out for
all those things?

Mr, PADGETT. Yes. The appropriation reads—

Arming and equipping the Naval Militia, $125,000.

When this bill came to the committee, speaking personally, I
insisted that there should be a limitation upon the cost, and it
was upon my initiative that the $200,000 limit was fixed. I
‘will state that a board of officers of the Naval Militia of the
several States and the Navy Department have been working
upon this bill for several years.

Mr. COX. Very actively?

Mr. PADGETT. Yes.

Mr, COX. Doing their best to get Congress to pass this kind
of legislation.

Mr. PADGETT. They have been trying to perfect the meas-
ure, and this measure puts it upon the same basis as the Dick
bill relating to the land militia, so far as it can be adapted and
adjusted to the Naval Militia.

Mr. COX. Do these officers in the State Naval Militia draw
any salaries now?

Mr. PADGETT. Not in time of peace,

Mr. COX. Will they get any part of this $200,000 appropria-
tion in the way of salaries?

Mr. PADGETT. Nothing in the way of salaries, They get
pay when they go upon the maneuvers, the same as the land
militia get allowances and pay at such times.

Mr. COX. Does that only cover expenses, or is it anything in
addition to that?

Mr, PADGETT. They get pay, as I remember it.

Mr. COX. When they are engaged in the maneuvers.

Mr. PADGETT. During the few days that they are engaged
in the maneuvers each year.

Mr. COX. They will be drawing a salary during that time.

Mr. PADGETT. Yes.

Mr, COX., So that future appropriations will be governed
entirely in their amount by the number of men who enlist in the
various States from year to year.

Mr. PADGETT. If they were to enlist; but the number in
the Naval Militia is now as high or higher than it ever has been,
and it has never exceeded 8,000 or 9,000 men.

Mr, COX. Does not the gentleman believe the moment this
bill becomes a law and they see inducement held out to them,
to the end that they can draw salaries and have a good time
at the public expense, the number of enlistments will rapidly
increase largely all over the United States, and in a very few
years we will be appropriating not less than $1,000,000 per year?

Mr. PADGETT. No, sir; the expense will be very little. I
want to say to the gentleman that I do sincerely hope and the
- department sincerely hopes that it will increase.

Mr. COX. What—the number or the expense? *

Mr. PADGETT. The number of men. There is nothing that
would yield so large a benefit to the Navy as to have an or-
ganized militia in reserve that could be put upon our ships, as
the department says, as an organized force in 48 hours.

Mr. BUTLER. In 36 hours.

Mr. PADGETT. They say 36 hours, but I say 48 hours after
the danger signal appears.

Mr. BUTLER. Well-equipped men.

Mr. PADGETT. Well-equipped men, trained and organized,
and at a trifling expense.

Mr. COX. I am aware of the fact that that argumen# is al-
ways used.

Mr. PADGETT. And for the trifle it would eost the Govern-
ment there is nothing that would yield so great a profit and
beneilit to the Government as to have an organized naval
militia.

Mr. COX. Where are you going to have room to put the
men of the Naval Militia, if the number of men in the Navy
is now up to the maximum standard?

Mr. PADGETT. We are up to the maximum standard of
authorized enlistment, but we are about 30,000 men short of
the enlistment necessary to eguip on a war basis the vessels
that we now have.

Mr. COX. In the event of an emergency, is it designed that
the Naval Militia shall take the places of these sailors?

-Mr. PADGETT. Yes; and it is made compulsory that they
shell come in in advance of future enlistments.
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Mr. CALLAWAY. Will the gentleman yield?

Mr. PADGETT. With pleasure,

Mr. CALLAWAY. There is no provision in the bill for pay-
ing the militia, but there is a bill pending mow in Congress
providing payment for the land militia,

Mr. PADGETT. Yes.

Mr. CALLAWAY. What probability is there of its passing?

Mr. PADGETT. I can not tell the gentleman. I do not know
what the future may have in store for it.

Mr. CALLAWAY. This bill provides for an increase in the
naval militia?

Mr. PADGETT. It provides for an organization of it.

Mr. CALLAWAY. If that bill I spoke of should pass, pro-
viding pay for the Army Militia, does not the chairman think
that this organized Naval Militia would immediately and
with some sghow of right clamor for payment?

Mr. PADGETT. I think if they organize a Naval Militia
and Congress should pass the bill to pay the land militia, they
ought to pass the same provision for the Naval Militia. As to
what will be done, of course, I do not know.

Mr. CALLAWAY. Is it not a fact that when organizations
are perfected they will immediately go to work to get on the
pay roll, and when you provide for an increased Naval Militia
and an organization in Washington they will immediately go
to work to make themselves a buffer back at home to induce
the Congressmen to put them on the pay roll, and then this
Congress will do what they think the political exigencies at
home demand?

Mr. PADGETT. No; I think the gentleman has made his
statement too broad.

Mr. CALLAWAY.
about what I see.

Mr. MOORE. Will the gentleman yield?

Mr, PADGETT. Certainly.

Mr. MOORE. . Does the gentleman know of any considerable
number of his fellow citizens who are willing to serve in the
Army and Navy for nothing?

Mr. PADGETT. No; we have a good many enlistments in
the State of Tennessee. We have a good National State Guard
there. We have always been proud of the fact that in every
call that has been made by the President of the United States
for volunteers the State of Tennessee always sent more than
she was asked for. For that reason she has become known
and has been given the name of the “ Volunteer State.”

Mr. MOORE. Does the gentleman think that any body of
citizens should enlist in the Army or the Navy to perform
service without some return?

Mr. PADGETT. This is not an enlistment. This does not
enlist them, but it organizes the militia and provides for some
help in training, furnishing them ships, officers to train them,
and limits the total appropriation, as stated in the bill, to
$200,000 a year.

Mr. MOORE. Will the gentleman consider this phase of it?
To train men on a battleship, whether voluntary or in the
regular service, will also tend to equip them for service in the
merchant marine. :

Mr. PADGETT. Y¥es; and give them much valuable military
service, which could be avallable in the Army.

Mr. MOORE. Is it not a fact that we are at a loss to ob-
tain sufficient men to man the ships now engaged in our mer-
chant marine?

Mr. PADGETT. Yes.

Mr. MOORE. Would it not be an inducement to the young
men of the couniry to equip themselves so that they might be
of value in serving either on land or sea?

Mr. PADGETT. Yes; but I am not looking at it collaterally,
but for the direct benefit of it. We need the men; we are
30,000 short of enlisted men to-day upon a war basis. It wounld
be a very expensive matter to enlist these 30,000 mea to equip
all our ships in full commission. We have a large number of
battleships and cruisers, and others that are In reserve, with
only a skeleton crew. If we had a large body of trained men,
who each year had some practice, so organized with a very
trifiing expense that upon the breaking out of trouble who
could, within a few hours, go on the ship ready to serve effi-
ciently and take the place of enlisted men and become enlisted
men, it is apparent to me that we should derive a benefit be-
yond expression.

Mr. MOORE. The young men who enter the Naval Militia
are not confined to any one State or coast line?

Mr. PADGETT. No, sir.

Mr. MOORE. I observe that, on page 3. a statement is made
of the strength of the Organized Militian in the country, and

I have been here three years, and that is

‘ |
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that Chicago is third on the list, with 505 men enrolled as
petty officers and seamen,

Mr. PADGETYT. Well, Chicago has the Great Lakes avail-
able to her. .

Mpr. MOORE. I should say Illinois, not Chicago.

Air. PADGETT. Chicago has a naval militia, also.

Mp. MOORE. Massachusetts stands at the head of the list
and California second.

Mr. PADGETT. And all of the lake States have naval
militin.

Mr. MOORE. I wanted to call the gentleman's attentiom of
the fact that while Massachusetts does stand at the head of
the list. with $40 men reported for this volunteer service, the
State of Illinols, which is interior and might not be affected by
this coast-line guestion at all, is second in rank so far as en-
rolled men are concerned, and has 505 men on the list.

Mr, PADGETT. Yes; aud it has been the practice and is
to-day the practice of the Navy Department to furnish to these
men ships to train upon, and each year in the summer season
they go out under charge and control of naval officers, and it
is no junket trip. They go there, and in connection with the en-
listed force and the regular men upon the ships they do the
work and take the tralning that the regular enlisted men do.

Mr. COX. How long do these cruises last?

Mr. PADGETT. From two to three weeks.

Mr. COX. Once a year?

Mr. PADGETT. Yes.

Mr. GOULDEN. Afr. Chairman, will the gentleman yield?

Mr. PADGETT. Certainly.

Mr. GOULDEN. I simply desire to ask whether the Naval
Militia is on the same plane as the National Guard as to bene-
fits, advantages, and so forth?

Mr. PADGETT. Just as far as it was able to adapt and ad-
just the Dick bill to the Naval Militia it has been done.

Mr. GOULDEN. There is no special advantage of the Na-
tional Guard over that of the Naval Militia, so far as the Na-
tional Government is concerned?

Mr. PADGETT. Nor of the Naval Militla over the National
Guard.

Mr. HULINGS. Mr. Chairman, will the gentleman yield?

Mr. PADGETT. Yes. !

Mr. HULINGS. I would like to call the attention of the
chairman of the committee to the language that is used in line
5, on page 4, as to the service which may be exacted of the
Naval Militia—
to serve during the term so specified, either within or without the
territory of the United States.

This Naval Militia is but a part of the Organized Militia, ac-
cording to the first section of the bill

Mr. PADGETT. Yes.

Mr. HULINGS. And I am told, or I find by the report of the
Attorney General of the United States, that the Dick bill,
under which the Organized Militia is provided, is unconstitn-
tional in that part of it which reguires service outside or be-
yond the boundaries of the United States. I would like to ask
the gentleman if he has taken that into consideration in the
framing of that part of his bill?

Mr. PADGETT. If the gentleman will read the whole bill
and get the scope of it, he would see that that service takes
place after they enlist and &t the breaking out of hostilities.
They then come in and become a part of the naval force, and
the gentleman’s objection does not apply. This training is of
the Naval Militia, but when hostilities break out and the Presi-
dent calls upon them they come in then and are mustered into
the service of the United States, and their character as militia
then terminates.

Mr. HULINGS. I do not so undersiand the bill. Section 3
of the bill seems to cover that guestion. That sectlon provides
that the President may call them into service without further
enlistment, and without such enlistment the bill is open to
the charge of the Attorney General of unconstitutionality. The
only authority we have to call any portion of the forces of the
United States the “ Organized Militia"™ is through the Dick
Act, and this bill starts out by preseribing that the Naval Militia
shall be a part of the Organized Militia; and if the Organized
Militia ean not be sent abroad, how can the Naval Militia,
which is a part of the Organized Militia, be sent abroad?
mﬂr. PADGETT. No; the “Organized Militia " refers to the

es.

Mr. HULINGS. The bill resds:

That of the Organized Militla, as provided for by law—

And so forth.

Mr. PADGETT.

That is the State law and the State organi-
zation. . :

Mr. HULINGS. To continue:
such part of the same as may be duly prescribed in each State, Terrl-
tory, and for the District of Columbia shall constitute a Naval Militia.

If it is true that the Organized Militia can not be sent abroad,
how under this bill ean you send the Naval Militia abroad?

Mr. PADGETT. Certainly; and the organization is under
the State law, and we take up that organization and bring it in
and recognize it and deal with it. But the organization in the
first instance is through the State law.

Mr, HULINGS. But the State law does not know anything
about the Organized Militia. The term was originated in the
Dick law, and that is where you get it. However, I only wished,
Mr. Chairman, to call the attention of the gentleman to this
part of the act.

Mr. PADGETT, If the gentleman will get the report, he
will see that it is set out at great length in the report. The
law of the State of Massachusetts is illustrative of the laws
and an example of laws of other States wherein the militia is
organized. Does anyone else desire any general debate?

Mr, MANN. I would like to ask the gentleman a few gues-
tions about the bill.

Mr. PADGETT. Yes, sir.

Mr. MANN, On page b there Is a proviso:

Provided, however, That any officer. or enlisted man of the Naval
Militia so qualified who shall refuse or neglect to present himself for
such muster upon being called forth as herein preseribed shall be
subject to trial by court-martial and shall be punished as such court-
martial may direct.

Is the effect of that to provide that if the President calls
upon the Naval Militia that any enlisted man in the State
militia who refuses to go into the Government service is to be
court-martialed?

Mr. PADGETT. Yes, sir.

Mr. MANN. Is that same provision in the Diek bill?

Mr. PADGETT. It is in the Dick bill; yes, sir. If they
are to receive the benefits, then, when the Government needs
them, it should have some power to compel them to come in.

Mr. MANN. The point that oecurred to me was that it might
be much more difficult to get men into the Naval Militia in the
States if, when they went in, they were told that at any time
they might be eompelled to go into the field and leave their
work at home. Here is a boy, for instanece, who has a mother
dependent upon him. He is quite willing to enlist in the Naval
Militia, quite willing to enlist for the Government if conditions
are so that he can, but he might be wholly unwilling to be
forced to go away from home.

Mr. PADGETT. What will be the advantage or good to the
Government to enlist him and train him if when the Govern-
ment needs him he refuses to go?

Mr. MANN. Well, that is the case with all of our naval
officers now. What is the advantage of having them if they
do not go when they are needed? Nobody knows when we will
need them and nobody knows whether they will resign——

Mr. PADGETT. Baut a naval cofficer can only resign with the
consent of the President.

Mr. MANN. That is true, but if he has resigned you can
not pull him back in. The point raised in my mind was whether
ili_nx?gy not affect disadvantageously the raising of the Naval

a____

Mr. PADGETT. I think not.

Mr, MANN. And getting men to enlist,

Mr. PADGETT. The officers of the Naval Militia who have
been giving very great study and pains to this approve of that
provision, and it was put in here with their approval.

Mr. MANN. I notice on page 11, where it refers to the appro-
priations, line 19, it says:

But no dpaymeut to the Naval Militia under the provisions of this
section and no allowances for mileage shall be made from appropriations
made from the Navy, but s

riiﬁ:f;i for such crufse, maneuvers,

Now, as I understand this bill, although the gentleman has
stated several times that this bill limited the amount appro-
priated to $200,000, I think pessibly the language is not quite
accurate. If I understand the bill correctly, this bill makes a
permanent appropriation of $200,000 a year? :

Mr. PADGETT. Yes, sir; and then such other amount as
Congress may provide in the annual appropriation.

Mr. MANN. I know; but it limits the expendifures, does it
not?

Mr. PADGETT. To $200,000, section 20.

Mr. MANN. Two hundred thousand dollars a year?

Mr. PADGETT. Yes; it limits the appropriation.

Mr. MANN. That is on page 18. So, in fact, there will be
additional appropriations for cruises, maneuvers, and field
instruction carried in the naval appropriation bill?

be made solely from the sums appro-
field instruction, or for the Naval



1913.

CONGRESSIONAL RECORD—HOUSE.

643

Mr. PADGETT. Well, we are carrying now $125,000, and have
been for a number of years.

Mr. MANN. That is not to be cut down by the permanent
appropriation of $200,0007

Mr. PADGETT. I can not say whether it is or it is not,
because we have not had the hearings. I do not yet know what
the estimates and needs will be. We will take into consider-
ation the $200,000 provided here, and if a smaller amount is
needed, added to that, why we would, of course, cut it down.

Mr. MANN. Well, that $125,000 now appropriated is appro-
priated in the main, is it not, for items which are covered by
this bill? g

Mr, PADGETT. This bill covers the items that are covered
by that appropriation; but that appropriation does not cover
everything that is provided for in this bill.

Mr. MANN. There are several places in here where things
are limited, as I suppose, to this permanent appropriation?

Mr. PADGETT. Yes, sir.

Mr. MANN. I feared that there was a conflict between that
and other appropriations that apparently contemplated an
annual appropriation.

Mr. PADGETT. The matter has been gone over very care-
fully and I do noét think there is any conflict. It was submitted
to the Navy Department anl they have approved it, and that
same language was in the bill under the last administration,
and was very earnestly and cordially approved by that adminjs-
tration. =

Mr, MANN. I am sure that my distinguished friend from
Tennessee has learned by this time that as far as making appro-
priations is concerned, and the form of them, it is not safe to
rely on any department of the Government.

Mr. PADGETT. I understand; but I said the commiitee
itself had given very careful consideration to this.

Mr. MANN., DBut the truth is that the committee has not been
giving very careful consideration to it. This bill is a heritage to
the present committee. I think the gentleman from Tennessee
[Mr. Papgerr] and I have supported a good many bills like this
before.

Mr. PADGETT. A good many of the committee have—the
subeommittee. We took it up and went over it carefully in the
last Congress. We reported the House bill, and when the Sen-
ate bill came to us we reported the Senate bill out, so as to
have the Senate bill upon the calendar.

Mr. COX. Ar. Speaker, I would like five minutes.

Mr. PADGETT. I yield five minutes to the gentleman from
Indiana [Mr. Cox].

Mr. COX. Mr. Chairman, I can not remain idly by without
registering my protest against this bill, although I imagine I
will not change the opinion of any man so far as the bill is con-
cerned. But I am opposed to it for several reasons, which to
me are valid and sufficient to justify me in my opinion that the
bill ought not to become a law.

We are told by the chairman of the great Committee on Naval
Affairs and by many of the Members on the floor of the House
to-day that this is a great measure—one of the most beneficial
and important bills that has come upo? the floor of the House
for. lo, these many years. As the genfleman from Texas [Mr.
CALLAWAY] put it a while ago, if I remember correctly, this bhill
has sought to foree its way upon Congress for the last four or
five years in different forms, in a different way, and a different
manner, and from different committees, in some shape or other.

Mr. PADGETT. -Will the gentleman permit?

The CHAIRMAN, Will the gentleman from Indiana yield to
the gentleman from Tennessee?

Mr, COX. Yes; I yield.

Mr. PADGETT. As to forcing its way, I want to simply state
that the committee of this Congress reported it, the committee
of the last Congress reported it, and the committee of the Con-
gress before reported it. In the Congress before the House
passed it, but too late in the session for the Senate to take
it up.

Mr. COX. That was a good thing.

Mr. PADGETT. And in the last Congress the Senate passed it
and sent it over here just before the adjournment, which was too
late to reach it under the call of committees. So it has passed
both bodies, and it has passed in the same form substantially
in which it is now.

My, COX. In my judgment it was a happy solution of the
measure at those times. The reason why I used the expression
“ forced its way in" is, as I started to say a moment ago, that I
believe the gentleman from Texas [Mr. CALnaway] struck the
keynote of the situation by saying that there is somebody back
home who wants this measure. In reading the report from my
own State, I see 17 officers from Indiana; petty officers and en-
listed men from Indiana number 202, While I have not re-

ceived any communication from any of those men that I reeall
asking me to support the measure, yet I imagine that their in-
fluence, whatever it has been, has been felt somewhere along
this line in order to force this bill through.

Now, let us not be deceived at all in this matter, gentlemen.
Where is the good in it? What makes it the great aud impor-
tant bill that it is claimed to be? The chairman of the Com-
mittee on Naval Affairs announced a moment ago that the inten-
tion was to limit the appropriation to $200,000 a year. I am
going to venture a prophecy here that in less than five years
from now instead of this appropriation being held down to
$200,000 a year it will be costing the American people not a
penny less than $1,000,000 a year, because if you will read see-
tion 20 you will find in it substantive law sufficiently broad and
sufficiently strong to enable the Committee on Naval Affairs to
mike an additional appropriation beyond the $200,000. In sec-
tion 20 it is provided, in addition to the provision appropriating
$200,000, *except such additional expenditures as may be au-
thorized by the annual naval appropriation act.”

Mr. MANN. Mr, Chairman, will the gentleman yield for a
question?

Mr. COX. Yes.

Mr. MANN. Does the gentleman think that provision would
authorize an appropriation in the naval bill?

Mr. COX. I do.

Mr, MANN. Ob, clearly not.

Mr. COX. I do.

Mr. MANN. Oh, no.

Mr. COX. Why would it not?

Mr. MANN. That is not an authorization. If the naval
appropriation bill does authorize additional expenditures, of
course they would be in order anyhow. That is simply surplus-
age in this Dbill.

Mr. COX. Well, the gentleman is a mighty good authority
on parliamentary law—— :

Mr. MANN. I do not think there is any question about the
proposition—— %

Mr, COX. PBut in my judgment that would be substantive
law, sufficient to justify the Committee on Naval Affairs in mak-
ing an appropriation and would prevent a point of order being
made against such an appropriation if it was made on the
naval appropriation bill,

Mr. MANN. Clearly not, and I hope the gentleman will not
express his opinion so strongly. If an improper appropriation
is recommended by the Naval Committee on the subject, I shall
expect my friend from Indiana to make a point of order against
it and have it sustained on the ground that it is not an au-
thorization.

Mr, COX. I always yield to the gentleman from Illinois
when it comes to a question of parliamentary law. I might
be wrong upon this, but even if I am wrong on my proposition
that that provision of law is sufficient upon which to base an
appropriation in the maval appropriation bill, the same sHll
holds true. People in the department and elsewhere will find
some way to induce Congress to amend the bill so as to increase
the appropriation.

Where in the world are these appropriations going to stop
for the Army and Navy? Where is this extravagance going to
cease? I want to call the attention of this House to the planks
in our last platform concerning economy and to a plank in the
Democratic platform of four years ago. If I had them here, I
would read them at this time. Why fasten this charge upon
the American people? Why lay the foundation now, so that in
the next Congress or in a very few years several thousand addi-
tional State militia may be taken on, all piling up the cost?

Oh, yes; we are told on the right hand and on the left hand
that it is the best and most important measure that ever came
before the American Congress. I do not believe that the bill
ought to pass, and while I do not believe for a moment that it
will be defeated here, yet I hope something will turn up be-
tween now and the time it reaches the Senate and the Senate
gets hold of it, so that it will be defeated over there. [Ap-
plause.]

It is but another branch of militaryism fastened upon the
backs of the toilers of the country. With more than half of
the total revenues of the Government each year being paid out
for support of the Army, Navy, and other military branches of
the Government, it is time to eall a halt upon these expendi-
tures, and I can not bring my mind to support this bill under
any conditions whatever.

Mr. PADGETT. Mr. Chairman, I yield 10 minutes to the
gentleman from Georgia [Mr, Epwarbps]. ]

The CHAIRMAN (Mr. SABaTH). The gentleman from Geor-
gia [Mr. Epwarps] is recognized for 10 minutes,
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Mr. EDWARDS. Mr. Chairman, I appreciate the kindness of
the chairman of the Committee on Naval Affairs in yielding fo
me 10 minutes. I wish to devote my time to the discussion of
another matter, and I ask unanimous consent to extend my re-
marks in the Recorn. I yield back the balance of my time.

The CHATRMAN. The gentleman from Georgia [Mr. Ebp-
warps] asks unanimous consent to extend his remarks in the
Recorp. Is there objection?

Mr. MANN. What is the request, Mr. Chairman?

The CHAIRMAN. To extend his remarks in the Recorp. Is
there objection?

There was no objection.

Mr. FOWLER. Mr. Chairman, I desire to make some inguiry
as to some features of this bill. I wish to submit some ques-
tions to the chairman.

Mr. PADGETT. Yes, sir.

Mr. FOWLER. I discover on page 3 of the report that the
grand total number of State Naval Militia is 8,126, I desire to
know if the gentleman has gone into the question of the limita-
tion of the number of such State Naval Militia that can be
organized in each of the various States of the Union.

Mr. PADGETT. No, sir, There is no limitation that I know
of. There does not appear to be any necessity for any. We have
been struggling and working and striving to get as many as
we could, and we have not now a third as many as we need,
and if we could have three or four times more than we have it
would be just a three or four times greater benefit and blessing.
They may provide for a given number of battalions, companies,
and =o forth, but the States can change these at pleasure.

Mr. FOWLER. Then, if there is no limitation upon the num-
ber that might be organized in the various States, might not
this bill encourage a superabundance of State Naval Militia?

Mr. PADGETT. I do not think there is any possibility of it,
sir.

Mr. FOWLER. Then, if there should be a very large number,
does this bill make any limitation as to the number that can be
drafted into the United States naval service?

Mr, PADGETT. No, sir; there is no limitation upon it. They
are not drafted in unless there is war, and, if war should come,
we would need 30,000 more men than we have now enlisted,
and there is no possibility of this ever reaching that number:

Mr. FOWLER. The provision of the bill does not confine the
right to draft them in time of war, but it may be done if there
is any impending danger in the mind of the President or to
quell insurrection?

Mr. PADGETT. Certainly.

Mr. FOWLER. And he is the sole judge?

Mr. PADGETT. Yes.

Mr. FOWLER. As to whether there is impending danger?

Mr. PADGETT. That is the same provision that exists in
reference to the land militia in the Dick bill.

Mr. FOWLER. The complement of the naval forces of the
United States is about 57,000 men, is it not?

Mr. PADGETT. There is an enlistment of 51,500, including
3,500 apprentice seamen. Then comes the official list and the
Marine Corps, making altogether, if I remember aright, some-
thing like 67,000 or 68,000 of the Marine Corps, the officers and
enlisted men of the Navy, and the apprentice seamen.

Mr. FOWLER. That is fixed by law, is it not?

Mr. PADGETT. -Yes.

Mr. FOWLER. The provision which this bill adds seeks to
jncrensa the Navy, not by direct enactment, but by a system of
drafting.

Mpr, PADGETT. This does not add to the Navy in time of
peace, It only provides for organizing the militia, and provides
for their training and development and to make them qualified
and fit for service if a condition should arise in which we
would need them. And this authorizes them to be brought in to
meet the exigencies that might arise, and we would be mighty
glad to get them if the exigencies should arise.

Mr. FOWLER. Do you not think this might create the dan-
ger of an enlargement of the Navy without direct authority?

Mr. PADGETT. No, sir.

Mr. FOWLER. You think not?

Mr. PADGETT. There is no possibility of such enlarge-
ment

Mr. FOWLER. Do you not think it might create the danger
of an additional appropriation without direct authority?

Mr. PADGETT. No, sir; there can not be an appropriation
withont direct authority. It takes an act of Congress to appro-
priate every dollar.

Mr, FOWLER. Yes; that is true. You understand the import
of my Inquiry, I know.

Mr. PADGETT. I have answered it.

Mr. FOWLER. The appropriation for the payment of the
Navy is for the payment of the standing Navy.

Mr. PADGETT. Yes; and none of that can be used for this,
There is an express limitation here.

Mr. FOWLER. Yes; that is troe; but is not this proposed
system of drafting the very first step in the direction of doing
what I have suggested in my inquiry?

Mr., PADGETT. No. As I stated before, I am trying to
answer the question of the gentleman with the utmost good
faith and most perfect frankness.
thhi.r' FOWLER. I beg the pardon of the gentleman. I know

a

Mr. PADGETT. I want to say that the bill simply provides
for the organization, training, and development of a Naval
Militia that may be available and subject to call in time of
emergency. If there is no emergency, they are no part of the
Navy in time of peace. They are under State authority, and
the Government is simply aiding them by providing for letting
them have ships, officers to train them, and the equipments
necessary for their training, so that they may be prepared for
an emergency.

Mr. FOWLER. There is one qnestlon that was sprung in
the discussion a short time ago with reference to the drafting,
and a refusal to comply—

Mr. PADGETT. That is in time of war.

Mr. FOWLER. A court-martial might follow.

Mr. PADGETT. Yes; that s in time of war.

Mr. FOWLER. Not uecemrily in time of war.

Mr. PADGETT. War, insurrection, or rebellion, I belie\'e
i Mtl: FOWLER. Or impending, in the discretion of the Presi-

en

Mr, PADGETT. That is a time of war. If war is impending,
it is certainly a time of war, because we want to get ready for it.

Mr. FOWLER. I have read your bill hastily, not having had
an opportunity to make an investigation of it, but it appears to
me that some of its provisions are dangerous. I mean in the
way of imposing hardship on the loecal man who is willing to
enlist either as a soldier in the Army or the Navy—taken away
from his own home and his own State fo foreign quarters, away
from his business and away from his people, without his con-

sent.

Mr. PADGETT. Answering the gentleman in perfect candor
and frankly, if that man is not willing to go to meet the neces-
sities that may arise what is the use of the Government in a
time of peace expending money to train him? Why should ths
Government train these men, furnish them ships, furnish them:
supplies and train them in a time of peace, and then when the
Government needs them in an impending danger, in the time of
war, they refuse to go? Would you not be absolutely wasting
your energy and your resources in such an enterprise?

Mr. FOWLER. It is true that every man owes fealty to his
Government ; not only the man in the Army and Navy, but every
able-bodied man in the land owes it as implicitly as the enlisted
men in the Army or the Navy. You could say that of the indi-
vidual just as you say it of a member of the militia.

Mr. PADGETT. E=xcept that, as far as the militia is con-
cerned, the man has received a special consideration in the form
of this contribution made for his training and development and
furnishing him ships, and he has taken an obligation, specialiy,
which the general citizen has not taken.

Mr. FOWLER. How much more does the Goverument pay
for training a cadet at Annapolis than it does for a man in the
State militia ?

Mr. PADGETT. The estimate is that this appropriation wili
be about $10 a man. It has been estimated that to graduate a
young man at Annapolis costs from $14,000 to $18,000.

Mr. FOWLER. Yes. Now, the cadet at Annapolis can resign
after his term of school is over.

Mr. PADGETT. He ean only resign upon the acceptance of
his resignation by the President of the United States.

Mr. FOWLER. That s true, but it is never refused.

Mr. PADGETT. He can not resign of his own motion unless
the President consents to it.

Mr. FOWLER. This bill does not provide for the resignation
of Naval Militia men by virtue of the presidential consent,
does it?

Mr. PADGETT. Oh, yes; it provides that he shall enlist
for such a time, or during the continuance of the war, and the
President, when he does not need them, can discharge them,

Mr. FOWLER. He has that auothority, I suppose, as Com-
manding General of the Army, but there is no specific provision
in this bill giving anthority to any State naval enlisted man to

gn?
Mr. PADGETT. I do not recall any specific provision. That
exists, anyway, He is enlisted, and he becomesa part of the
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regular naval force, subject to its rules, and the President has
just as much authority over them and the same authority that
he has over the regular Navy.

Mr. MADDEN. There is no such authority given to u man
in the Regular Army or Navy now.

Mr. PADGETT. No; there is not.

Mr. FOWLER. I was not speaking of the regunlar enlisted
Army or Navy man. I was speaking of the naval cadet, those
graduates from Annapolis. As I understand you, you seek the
passage of this bill for the purpose of strengthening the Navy
in its numbers and in its efficiency to meet the emergencies if
they should arise?

Mr. PADGETT. Yes; at a minimum or nominal cost.

Mr. FOWLER. It is not for the purpose of increasing the
size of the Navy uselessly, nor increasing the appropriations to
maintain it uselessly?

Mr. PADGETT. Very far from it.

Mr. COX. Will the gentleman yield?

Mr. PADGETT. With pleasure.

Mr. COX. I want to ask the gentleman for an explanation
of the langnage found in section 2 of the bill. The first part of
section 2, line 5, page 2, provides:

And the arms and equipment of the Naval Militla of the several
Btates, Territories, and the District of Columbia shall be the same
or the equivalent of, that which is now or may hereafter be prescrll
for the landing forces of the vessels of the United States Navy—

Now, what arms and equnipment are necessary for men on a
vessel of the United States Navy?

Mr. PADGETT. Rifies, pistols, macliine guns.

Mr. COX. Anything else?

AMr. PADGETT. Cartridge boxes and the equipment for
small arms.

Mr. COX. Then there is this additional provision:
and such other and additional arms, armament, and e%ulpment. includ-
ing vessels and stores, supplies, and ﬂi‘u! ment of all kinds for the re-
pairing, maintenance, and operation of the same, as the Secreta of
the Navy may from time to time prescribe for the training of the Naval
Militia in duties afloat.

Mr. PADGETT. Yes; that is what we are doing now.

Mr. COX. I want to ask whether or not, under that language,
the Secretary of the Navy would not have the power to build a
vessel, a battleship, if he so desired, and turn it over to the
State Naval Militia.

Mr. PADGETT. He would not have authority to build even

a canoe.

Mr. COX. Why wonld he not have that authority under the
language?

Mr. PADGETT. Because to build a ship he must have spe-
cific authorization. That simply allows him to assign such ves-
gels as we have in the Navy for use of the Naval Militia, which
he is doing now under authority.

Mr. COX. Where does the gentleman get that language—that
his powers are restricted to the assignments of such vessels as
are now at his disposal to assign to the State Naval Militia?

Mr. PADGETT. In the language there—

Arms, armament, and eﬂulpment. imeluding vessels and stores, sup-
plies, and eqnipment of all kinds for the repairing, maintenance, and
operation of the same.

Mr. COX. The first part of that language is very plain and
would limit the kind of armament to be given to the Naval
Militia of the State.

Mr. PADGETT. Yes.

Mr, COX. That it can only be of the same kind given to the
landing forces, and so forth; but in the language in the para-
graph that follows I fail to find wherein the Secretary of the
Navy is restricted to assigning vessels already constructed and
under his jorisdiction and control.

Mr. PADGETT. The Secretary has no power whatever to
construct a vessel. He can not even repair a vessel where the
cost of the repair exceeds 20 per cent of the cost of the ship.

Mr. COX. 1Is that under some law that is not stated here?

Mr. PADGETT. Yes; that is under the general law, and
every year for every ship that is built, from the smallest to the
greatest, the gentleman will find that there is direct authority
of Congress, with a limit of cost fixed, and he will find in the
appropriation bill every year authority to the Secretary to
repair certain vessels, limiting the amount that may be ex-
pended for repair, because of this general law.

Mr. COX. Under this language there will be no question, I
take it, that the Secretary of the Navy would be permitted to
turn over a part of these funds to repair vessels that are given
over to the State Militia.

Mr. PADGETT. He would not turn over the funds to repair
it, but he would repair it under his authority. He would not
turn over the repair of the vessels to them. He would repair
them as provided by law, which he is doing now.

Mr. COX. And use a part of this appropriation for that
purpose?

Mr. PADGETT. Yes.

Mr. WILLIS. Mr. Chairman, will the gentleman yieid?

Mr. PADGETT. Certainly.

Mr. WILLIS. I desire to ask a question for information.
Is the purpose of this legislation to establish the same relation-
ship between the regular naval forces of the United States and
the Naval Militia as now exists between the Regular Army
and the State militia?

Mr. PADGETT. Absolutely, so far as it can be done. and
this is an adaptation of the Dick bill to the Navy, so far as
it can be adapted. Neither has any preference over the other.

Mr. WILLIS. I understood the gentleman from Illinois [Mr.
Fowier] to be objecting to this upon the theory that it would
increase the Navy. If it has the same effect in respect to the
Navy that it had in respect to the land forces of the United
States, it would have a contrary effect. That has kept men
from enlisting in the Army and saves the Government millions
of dollars. :

Mr. PADGETT. That is what I stated in the fore part
of my statement, that this was an opportunity for the Govern-
ment to receive the aid of these trained men when they are
needed in time of war at a very minimum of cost. The Navy
is to-day 30,000 short of its enlistment on a war basis to man
the ships we noy- have.

Mr. MADDEN. In other words, it costs the Government $10
per annum per man to insure a certainty of having a number
of efficient men in case of need?

Mr. PADGETT. When we need them on 48 hours' notice.

Mr. TEMPLE. Mr. Chairman, will the gentleman yield?

Mr. PADGETT. Yes.

Mr. TEMPLE. I would like to have some clear, comprehen-
sive expression concerning the course contemplated by this bill
to be followed at the outbreak of war. Section 3 provides:

That in the event of war, actual or threatemed, * * * 1t ghall

be lawful for the President to call for such number of the Naval Mliitla
of a State or of the States or Territories, etc., as he may deem neces-
Bary.

In section 5 it is provided—

That every officer and enlisted man of the Naval Militia who shall be
called forth in the manner hereinbefore prescribed shall be mustered for
service without further appointment or enlistment.

But previous to that, in the section presecribing the manner of
calling forth the Naval Militia, it is provided that when so
called they shall serve either within or without the territory of
the United States. Now, if they serve without further enlist-
ment——

Mr. PADGETT. Of course, in the Navy it is impossible for
them to serve exclusively in the territory of the United States.

Mr. TEMPLE. Well, for instance, on Lake Michigan or Lake
Champlain.

Mr. PADGETT. There you get into the concurrent jurisdie-
tion of the Dominion of Canada and England.

Mr. TEMPLE. What I want to call attention fo is this: It
provides that without further enlistment officers and men of the
Naval Militia shall serve either within or without the territory
of the United States.

Mr. PADGETT. But it provides, first, that the Secretary of
the Navy shall provide standards and rules and regulations, and
they must first pass these examinations and qualifications be-
fore they become part of the Organized Militiz accepted by the
Government.

Mr. TEMPLE. But the point I want to call attention to is
this: The enlistment is for service in the State Naval Militia.
That militia is called forth and mustered into the service of the
United States without further enlistment, and then is called to
serve either within or without the territory of the Unifed
States. Now, my gquestion is——

Mr. PADGETT. He has first to become part of the Organized
Militia as authorized by this bill.

Mr. TEMPLE. But I have not asked my question yet. I am
merely laying the ground for it. A man enlists and serves in
the State Naval Militia. He is mustered into the United States
service without any further enlistment, and then he is seni to
serve outside of the United States. Now, in connection with
the interpretation of the Dick law, I am told that the Aftorney
General has declared that without further enlistment a man
who has enlisted to serve in the State Militia in the land service
can not be sent outside the territory of the United States. Can
it be done in the case of the naval service when it can not be
done in the case of the military service?

Mr. PADGETT. I think so, because naval service is of neces-
sity outside the territorial jurisdiction of the United States
because, when you get beyond the three-mile limift, you are
outside the jurisdiction of the United States.
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Mr. TEMPLE. It is possible, however, for a naval man to
serve inside the territory of the United States—say on Lake
Michigan, which is all inside the United States. But I merely
raise that question.

Mr. PADGETT. I think it is time enough to raise that when
the man refuses to go. Let him raise it if he wants to do so0.

Mr. TEMPLE. But it provides here that if he does refuse
or even neglects to present himself for muster he can be tried
by a court-martial and punished as the court-martial may
direct.

Mr. PADGETT. Baut, if it is not upon authority he can not
be punished. If it is upon authorifty he has no right to refuse.

Mr. TEMPLE. My idea is this: That the same principle
should prevail in the naval and the military service; and that
if this is constitutional, then the Dick law applying to the land
service is also constitutional. :

Mr. PADGETT. I think if war ever got up it would be
constitutional.

The CHAIRMAN. The time of the gentleman from Ten-
nessee has expired.

Mr. TEMPLE. I am glad to hear the gentleman from Ten-
nessee [Mr, PApgerT] say so. I know there have been instances
when the opinion of the Attorney General was not followed by
the President in time of war. I am very glad the gentleman
agrees with that idea.

Mr. WILLIS. If the gentleman will permit another brief
question. I have been examining the report, and I do not find
any statement as to the number of States in which there is now
an organization. Can the gentleman give that information?

Mr. PADGETT. If the gentleman will turn to page 3 of the
report he will see if.

Mr. WILLIS. I thank the gentleman and beg his pardon for
interrupting him.

Mr. PADGETT. If there are no further gentlemen desiring
to debate, I ask that the bill be read.

Mr. MANN. Mr. Chairman, at the time of the Spanish War,
when no one knew where the Spanish fleet was and a great many
people in the country along the coast were considerably wor-
ried, and no one knew how strong the Spanish fleet might de-
velop to be, we had already been told that the United States was
unprepared for war, that it had neither money, men, nor am-
munition, I went to the Secretary of the Navy one day, at the
request of the Naval Militia at Chicago, and I said to Secretary
Long, “ We have got a lot of boys in the Naval Militin at Chi-
eago who would like to enlist in the Navy, and I understand you
need the men.”

I was told it was not practicable to enlist them. I believe the
Secretary had had. some little difficulty growing out of the
enlistment of the very efficient Naval Militia of his own State
of Massachusetts, which enlisted practically as a body, and the
Navy Department had reached the conclusion, as I reecall it,
that it was not practicable to take in the Naval Militia with its
officers as a body, and they thought they would not be willing to
enlist and be assigned apart from their officers to the different
ships,

Ipsaid to the Secretary that the people of Chicago were not
proud, that the boys there were willing to enlist in the Navy
and go any place to which they were sent. They enlisted in con-
siderable numbers. One of them, now a very distinguished man
in the Government service, Dr. Stratton, Chief of the Bureau of
Standards, if I recall rightly, was assigned on board of a vessel,
spent his time in shoveling coal, and made no complaint of it.
These boys were assigned to a large number of different vessels.

I think they were represented on pratically every vessel
in the naval service in the Atlantic waters, anyhow. There
were G0 of them on board the Oregon. The commander of that
vessel stated that no more efficient service was rendered by
anybody on board his vessel, or any other, than was rendered
by these boys from the Naval Militia at Chicago.

Mr, Chairman, in my judgment it is impossible for us to
keep at all times in the Navy a sufficient number of men on
board the vessels to form a full complement in time of war.
And when I have noticed, as I have at Chicago on a few
oceagions when I had the opportunity, the men in this service
on bhoard the training ship there, furnished by the Government,
doing all of the work, including the dirty work that is per-
formed on board a vessel, studying everything that should be
studied on board the training ship, from scrubbing the deck to
handling the ship and the guns on the ship, it has seemed to
me that here was something worth while. It is possible some
people consider that they are having a gay holiday. I would

not consider the work that they do a holiday. Undoubtedly
they get pleasure out of it or they would not be there, but they
do the work until they are able to go on board a warship

anywhere and do a considerable amount of tha work that an
able seaman or experienced man in the Navy does.

What is the proposition here? To involve the Government in
an expense of $20 or $25 or $30 per man in this service, an
expense——

Mr. MOORE. Mr. Chairman, will the gentleman yield?

Mr. MANN. Not yet. An expense, as I was saying, of no
iu}portnnee compared with the need for the men if war arises.
We have reached that point where we depend in the main for
our safety as a Nation upon the Navy. We do not maintain a
large Armj:. We do not maintain possibly, or probably, an
excessive Navy, but the Navy, spending a large amount of
money upon the land militia, we may well afford, in my judg-
ment, to spend the comparatively small amount provided in this
bill in order that if we do have the need of these men in time
of stress, we will have prepared throughout the country, in the
Naval Militin, men qualified and willing to serve the Govern-
ment on warships in any capacity, in any place, or at any time.

Now I yield to the gentleman from Pennsylvania [Mr.
Mooge].

Mr: MOORE. Referring to the gentleman’s tribute to the
men in (}I_]icugo who enlisted for this service, I desired to call
his attention also to their readiness, in addition, for work upon
shore. Many of them were actually employed along the coast
line, from Maine to Florida, doing Signal Corps service, and
taking the rough as well as the smooth during the preliminary
stages of the Spanish-American War.

Mr. MANN. There was not a vessel at Santiago, following
the American flag, that did not have some of the Chicago boys
on board doing the hard work, and I am proud of it.

Mr. PADGETT. Mpr. Chairman, I simply want to state that
the Naval Militia at the outbreak of the Spanish War actually
furnished in that war 3,832 officers and men. And so efficient
was their _work during the war that they received favorable
commendation from their various commanding officers of the
Regonlar Navy. And the strength of the Naval Militia in the *
various States grew to about 5500 men. The militia of the
various Siates to-day numbers about 8,126 men. And I want to
pay a tribute to the patriotism and the efficiency of the work
of the Naval Militia in the Spanish War. They went in a few
hours after the call was made, and if took six weeks, as I
remember, to get 5,500 men by enlistment from the body of
the people. [Applause.]

Mr. Chairman, I ask for the reading of the bill under the
rule for amendment.

The CHAIRMAN (Mr. FoSTER).

The Clerk read as follows:

Sge. 8. That in the event of war, actual or threatened, with any
foreign nation involving danger of invasion, or of rebellion against the
authority of the Government of the United States, or whenever the
President is, in his {udgment, unable with the regular forces at his
command to execute the laws of the Union, it shall be lawful for the
President to eall forth such number of the Naval Militia of a State
or of the States or Territories, or of the District of Columbia, as he
may deem necessary to repel such invasion, suppress such rebellion, or
to enable him to execute such laws, and to issue his orders for that
furpo&e. through the governor of the respective State or Territory, or
hrough the commanding officer of the Naval Militia of the District of
Columbia, from which State, Territory, or District such Naval Militia
may be call to such officers of the Naval Militia as he may think
proper : Provided, That from and after the issue of such eall it ghall be
unlawful for the governor of any State or Territory, or any other State
or Territorial officer, or any official of the Distriet of Columbia, to
discharge from service in the Naval Militin any officer or man except
by reason of the expiration of his term of enlistment.

The CHAIRMAN. The Clerk will report the committee
amendment.

The Clerk read as follows:

Amend, page 8, line 18, by striking out, after the word * proper,”
the colon and all of the proviso up to and inciuding line 23,

The CHAIRMAN. The question is on agreeing to the com-
mittee amendment.

The amendment was agreed to.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

Bec. 4. That whenever the President calls forth all or any part of
the Naval Militia of any State, Territory, or of the District of Colum-
bia, to be employed in the service of the United States, he mni specify
in his eall the period for which such service is reguired, and the Naval
Miiitia so called shall continue to serve during the term so specified,
either within or without the territory of the United States, unless
sooner relicved by order of the Presldent: Provided, That if no perlod
be stated in the call of the President, the period shall be held to mean
the existence of the emergency, of which the President shall be the sole
judge, except that no officer or enlisted man shall be required to serve
more than two years under such call: And provided further, That no
commissioned officer or enlisted man of the Naval Militia shall be held
to serviee beyond the term of his existing commission or enlistment : Pro-
vided further, That when the military needs of the Federal Government

raising from the necessity to execute the laws of the Unlon, suppress
insurrection, or repel Inyvasion, can not be met by the regular forces,

The Clerk will read.
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the Naval Militia and any existing Naval Reserve shall be called into
the gervice of the United States in advance of any volunteer naval force
which It may then be determined to ralse.

The CHAIRMAN. The Clerk will report the first committee
amendment,

The Clerk read as follows:

A i 4, by striki after the word “ judge,” in line 9, the
sem!t::luo% gﬂﬁf the rr;r:‘amndgroﬁ' theerline :nd nﬂju‘tjgflne 10 and the
words *such enll,” in line 11.

The CHAIRMAN. The question is on agreeing to the amend-
ment.,

The amendment was agreed to.

The CHAIRMAN, The Clerk will report the next eommittee
amendment.

The Clerk read as follows:

Amend, page 4, line 15, by striking out the word “raising” and In-
serting in liew thereof the word * ar o

The CHAIRMAN. The question is on agreeing to the amend-
ment.

The amendment was agreed to.

Mr. PADGETT, Mr. Chairman, I wish to offer the commii-
tee amendment which I send to the Clerk’s desk., g

The CHAIRMAN. The Clerk will report the amendment.

The Clerk read as follows:

Section 4, page 4, line 18, after the word * Militia,”™ Insert the words |

"

“gunalified as herein provided.
The CHAIRMAN, The question is on agreeing to the amend-
ment,
The amendment was agreed to.
Mr. PADGETT. Mr. Chairman, I offer another amendment.
The CHAIRMAN. The Clerk wiil report the amendment.
The Clerk read as follows:

Bection 4, page 4, in Bue 18, after the word * reserve,” Insert the
words * now eor hereafier organized.”

The CHATRMAN. The question is on agreeing to the amend-
ment.

The amendment was agreed to.

Mr. PADGETT. Mr. Chairman, T offer another amendment.

The CHAIRMAN. The Clerk will report the amendment.

The Clerk read as follaws:

Page 4, eecticn 4, In line 20, after the word *“ raise,” change the

riod te & colon and add the folfowinc provigo: “ And provided further,

bat nothing herein contained shall prevent the SBecretary of the Navy,
when vessels are purchased or otherwise aequired by the United States
for a war, from manning saech vessels by all or part of the officers and
men then serving on said vessels,””

The CHAIRMAN. The question is on agreeing to the amend-
ment. ;

The amendment was agreed to.

The CHAIRMAN. The Clerk will read.

The Clerk read as follows:

SEgc. 5. That every officer and enlisted man of the naval militia who
shall be called forth in the manner herelnbefore prescribed shall be mus-
tered for service without further appointment or enlistment, and with-
out further examination previous to such muster, except for those States
and Territovies and the District of Columbia, if the case may so be,
which have not adopted a standard of professional and physical ex-
amination preseribed by the Seeretary of the Navy for the naval mili
and whose officers and petty officers shall not have been examined
found qualified in accordance therewith by boards of officers which shaill
be appointed by said Secretar{: Provided, howeger, That any officer or
enlisted man of the naval militia so qualificd who' shall refuse or neg-
[ect to present himseif for such muster upon being called forth as here
preseribed, shall be subject to trial by court-martial and shall be pun-
izhed as such court-martial may divect: Provided further, That when
In the service of the United States, officers of the naval & may
serve o courts-martial for the trial of officers and men of the llgulu
ov Naval Militia Service, bot in the cases of courts-martial convened for
the trial of otficers of the lar Service, the majority of the members
shall be oflicers of the Regular Bervice; and officers and men of
naval militla may be tried by courts-martlal the members of which are
oflicers of the Regular or Naval Militia Service, or both: And provided
further, That when vessels commanded by naval militia officers coo
erate or aet In conjunction with vessels commanded by officers of the
Navy, the exercise of command over such combined force shall be de-
termined by the rank which such commandl):if officers hold, except that,
for the purposes of this provise, naval militia captains, comman
and’ lHentenant commanders shall be junior to lieutenant commanders a
the Navy, unless specinlly certified for a higher de by examination
held under the authority of the Secretary of the laav L

The CHAIRMAN. The Clerk will report the first committee
amendment.

The Clerk read as follows:

Amend, page 5, by inserting, after the word “ vessels,” in line 21,
the following words: - In the service of the United States.”

The CHAIRMAN. The question is on agreeing to the amend-
ment.

The amendment was agreed to.

Mr. PADGETT. I offer a committee amendment.

The CHATRMAN. The gentleman from Tennessee offers an
wmendment, which the Clerk will report.

The Clerk read as follows:

]in 2 L "

mm pr;tegil:nn.l." 4, after the word * further,” by inserting

The amendment was agreed to.

' provided by existing laws to be paid after their arr

cure, by
* Naval

| military and naval stores of all

The Clerk read as follows:

or . 57t gle S Ml vy cled it (he el sl
a Vern:
the articles for the i‘ovemments:t the Nn\{j. ST SO

With the following committee amendment:
Amend, page 6, in line T, by striking out the word * actual.”

The amendment was agreed to.

The Clerk read as follows:

SEC. 7. That the Naval Militia, when called into the aetual service
gﬁ tJ;:m I;ntted fn%tﬁﬁo:r?;l' during their time of service, be entitled to
el hp:% ; cés a8 are or may be provided by law for the

With the following committee amendment :

Amend, page 6, in line 11, by striking out the word * actual.”

The amendment was agreed to.

The Clerk read as follows:

Sec. 8. That when the Naval Milltia is called into the actual servica

. of the United States, or any portion of the Naval Militia is called forth

under the provisions of this aect, their pay shall commence from the d
of their reporting in obdience to such ecall at their local shi ) armo;r’,
or quarters; but this provision shall not be comstrued to autgurlx.e
specles of expenditure previous to arriving at sueh Fincea. which is naz
val at such places,

With the following committee amendment :
In page 6, [ine 15, strike out the word ** actual”
The amendment was agreed to.

The Clerk read as follows:

SEcC. 10. That the Secretary of the Navy is hereby autherized to pro-
ﬂutchm or manufacture, and issue from time to time to the
Militia such number of United States service or other arms, ace
cessories, accouterments, equipment, uniforms, clothing, eguipage, and
, under such regulations as he
may prescribe, as are necessary to arm, uniform, and equip all of the
Naval Militia In the several States, Territories, and thae%[str!ct of Co-
lumbia In accordance with the requirements of this act without charg-
Ing the cost or value thereof or any connected therewith against
the allotment of such State, Territory, or Distrlct from the annual a
E:mpr!atian previded for the arming and equipping of the Nawval Mili
the annual appropriation for the Navy, or any other general ap-
propriation for the Naval Militia that may hereafter be made, nor

i muir!ng payment there!m;j] and to issue from time to time ammunition

table for such arms as the Naval Militia of the several States. Terri-
tories, and the District of Columbia may be equipped with, and to ex-
change said arms, aceesso accouterments, equipment, eguipage,
stores, and ammunition when the same shall have become obsolete,
without recelving “f money credit therefor, for other arms, aecessorles,
accounterments, equipment, nﬁ:lp:}f&. stores, and ammunition suitable
for the Naval Militia: Pro d, That said property shall remain the
property of the United States, except as herelnafter provided, and be
annually accounted for by the governor or other proper officer of the
Btates, Territories, and the commanding general lglstrlct of Columbia
Militia : Provided further, That each State, Territory, and the District
of Columbia shall, when and as required by the Secretary of the
Navy, turn in to the Navy Department, or otherwise dispose of, in ac-
cordance with the direction of the Secretary of the Navy, without re-
money credit therefor, and without expense for transporta-
ise, such or all property theretofore lssued under the
provisions of this act. When and as each naval militia is uniformed,
as above required, the Secretary of the Navy Is authorized to fix
anopual clothing zilowance to each State, Territory, and the Distri
of Colombia based upon the number of enlisted men of the Naval Militd
and thereafter issues of clothing to such Btates, Territories, and the
Distriet of Columnbia shall be in accordance with such allowance, and
the governors of the States and Territories and the commanding =
eral ct of Columbia Militia shall be authorized to drop from tgee?r
returns each year, as ded, clothing corresponding vaiue to
such aflowance. To provide means to carry Into effect the provisions
of this section, the necessary money to cover the cost of procuring,
exc , or issuing of arms, accessories, accouterments, equipmen;
uniforms, clothing, equipage, ammunition, and military and naval stores
to be exchanged or issued hereunder is hereby appropriated out of any
money in the Treasury not otherwise appropriateg : Provided, That the
sum expended in the execution of the purchases and issues provided
for in this section shall not exeered the sum of $200,000 in any fiscal
year: Aud provided [uriher, That the %ecremrguof the 1§:v- shall
annually su o Congress a report of expenditures ma hiny
in the execution of the requirements of this section. =

With the following committee amendment :

Amend by striking out all after the word “ " In line 24, 8,
down to mﬁ ineluding the word * allowance,” in line 10, page 9.93 ey

The amendment was agreed to.
The Clerk read as follows:

8ec. 11. That when it shall appear by the report of inspections, which
it shall be the duty of the Secretary the Navy to cause to be made at
least once in each year by officers detafled by him for that purpose,
that the Naval tin of a State or Territory or of the District of
Columbla is sufficiently armed, unifermed, and equipped for active
duty, the Secret: of Navy Is authorized on the requisition of tha
vernor of such State or Territory or of the commanding general Dis-
glct of Columbia Militla, to dpa,y to such officer as may be properly desig-
nated and appointed by sald governor or commanding general so mug
of its alotment from the annual appropriation for arming and equl
ing the Naval Militia in the annual a&pmprlatlon for the Navy as ahﬁi
necessary for the Ip%ﬂwnt. subsistence, and transportation of such
portlon of sald Naval itia as shall engage in actual service or in-
struction afloat or on shore; and the officers and men of such Naval
Militla while so may be paid therefrom the same pay, sub-
sistence, and transpertation or travel allowance as officers and men of
eomlpcmdtnﬁ grades of the Regular Navy are or may hereafter be en-
titled to by law, and the officer so d ted and appointed shall ba
regarded as a disbursing officer of the United States and shall render

Fab
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his accounts throngh the Navy Department to the proper accounting
officer of the Treasury for sottlement, and he shall be required to glve
ool and sufficient bonds to the United States, in such sums as the
gocretaw of the Navy may direct, falthfully to account for the safe-
keeplng and payment of the public moneys 8o intrusted to him for dis-
bursement.

With the following committee amendment:

Amend, page 10, line 5, by inserting after the word * authorized,” in

line 5, the words “ in his discretion.”

The amendment was agreed to.
The Clerk read as follows:

See. 12, That the Secretary of the Navy Is authorized to provide for
participation by any part of the Naval Miiitia of any State or Territory
or the Distriet of Columbla on the request of the govermor of sald
State or Territory or the commanding general of the militia of said
District, in any crulse, maneuvers, field instruction, or encampment of
any part of the Regular Navy, afloat or on shore. In such case the
Naval Militia so participating shall, if so requested by the governor or
commanding general and allowed Ly the Secretary of the Navyy, receive
the same pay, subsistence, and transportation as is provided by law for
the officers and men of the Regular Navy, and no part of the sums
appropriated for the support of the Regnlar Navy shall be used to pay
any part of the expenses of the Naval Militia of any State, Territory,
or the District of Columbia while engaged in such cruise, maneuvers
field instruction, or joint encampment of the Regular Navy and Naval
Militia, but nodpnyments to the Naval Militla under the provisions of
this section and no allowances for mileage shall be made from appro-
priations made for the Navy, but shall be made solely from the sums
appropriated for such cruise, maneuvers, fleld Instruction, or for the
N‘m’ai Militla : Provided, That officers of the Regular Navy in com-
mand of vessels upon which Naval Militia may be embarked, or in
command of camps, navy yards, or other places in which Naval Militia
may be encamped or be, shall remain in command of said vessels, camps
navy yards, or other places, as aforesald, irregpective of the rank o
the commanding or other officers of the Naval Militia on board sald
vessels or within said places: Provided further, That said commanding
officers of the Regular Navy may, in e exercise of their discretion
Elaca upon any duty to which his rank or rating wounld entitle him if

e were of the same rank or rating in the Regular Navy, or duty of a
lower grade, any officer, pettg officer, or enlistcd man of the Naval
Militian so under his command as aforesaid, and may temporarily or
permanently relieve from duty so imposed such officer, petty officer, or
enlisted man ; and in making details to command and duty, and reliev-
ing from command and duty as aforesaid, said commanding officer shall
be held to the exercise of & reasonable discretion only, and for the pur-
moaen of thls section it is to be pr d that a 1 of the Naval

ilitia Is competent to be detailed for any duty to which his rank-

would entitle him until the contrary be apparent to such commanding
officer : And provided further, That any officer or petty officer or en-
listed man of the Naval Miiitia %laced on duty as aforesald or detailed
to duty on a vessel assigned to the Naval Militia shall have, during the
time that he is on dut?'. all anthority over all persons inferlor to him-
self in rank or cquivalent rank necessary for the purposc of carrying
out the duty upon which he has been so detailed.

With the following committee amendment :

Amend, p 11, by inserting after the word “ authorized,” in line 3,
the words * his discretion.’ 7

The amendment was agreed fo,
The Clerk read as follows:

Sec. 15. That each State or Territory or the District of Columbia
furnished with material of war under the provisions of this or former
acts of Congress shall, during the year next preceding each annual
allotment of funds, have required every shi}g’s comrﬂny. engineer's,
navigator’s, and other divisions or nnits of its Naval Militia not excused
by the governor of sald State or Territory, or the commanding general
District of Columbia Militia, to participate during at least five con-
secutive days in such form of military or naval exercise as may have
been prescribed by the Secretary of the Navy, and in defaunlt of such
Eirescriblng hf the Sccrctar]v of the Navy. then in some form of Naval

ilitia exercise during at least five consecutive days to be prescribed
b% the §ovem0r of the said Siate or Territory, or the commanding
officer of the District of Columbia Naval Militia, and shall also have
required said divisions to assemble for drill and Ipstruction at armories
or other places of rendezvous or for target practice not less than 24
times, and shall have required during such year an Inspection of
each of said divislons or units, to be made by an officer of sald Naval
Militia, or by an officer of the State service, or by an officer of the
Regular Navy.

With the following committee amendments:

Page 14, line 17, insert, after the word * funds,” the words " in order
to participate in such annuval allotment of funds.”

The amendment was agreed to.
Also, the following committee amendment:

Page 14, line 22, after the word * militia,” insert the words “for
reasons satisfactory to the Becretary of the Navy.”

The amendment was agreed to.
The Clerk read as follows:

The actual and necessary tra\rellniexpenses of the members of such
board, together with a per diem to be established by the Secretary of
thé Navy, shall be paid to the members of the board. The expenses
hercin authorized. together with the necessary clerieal and office ex-
penses of Lhe Division of Naval Militia Affaira in the office of the See-
retary of the Navy, shall constitute a charge against the whole sum
annually appropriated® under the appropriation for the arming and
equippin 0? the Naval Militia in the annual npgropriutions for the Navy,
and shall be paid therefrom, and not from the allotment duly appor-
tioned to any particular State, Territory, or the Distriet of Columbia ;
and a statement of such expenses shall be submitted to Congress by
the Secreiary of the Navy In connection with his annual report.

Mr. COX., - Mr. Chairman, I move to strike out the last word.
I want to ask the gentieman in charge of this bill whether or
not the Navy has any regulation fixing the per diem of its offi-
cers while traveling on duty.

Mr. PADGETT. I do not know,

Mr. COX. In the closing paragraph of page 16 you provide —
Together with a per diem to be established by the Seeretary of the
Avy.

N

Mr. PADGETT. To be established.

Mr. COX. Yes; to be established. That is what prompts my
inquiry as to whether or not there is any per diem allowance
now made by the Secretary of the Navy to any of the officers of
the Navy while traveling under orders.

Mr, PADGETT. I do not know.

Mr. COX. Does not the gentleman think there ought to be
some limit on this per diem?

Mr. PADGETT. The Navy Department will fix the limit
Do you mean that you think it ought to be fixed in this bill?

Mr. COX. Yes.

Mr, PADGETT. I think that can be left to the Secretary of
the Navy. That Is a detail that can be left to him.

Mr. COX. Of course, that could be left to him; but could not
Congress fix it?

Mr. PADGETT, Of course Congress could fix if, but I do not
think it would be wise.

Mr. COX. Why not?

Mr. PADGETT. Because the Secretary might see fit to re-
duce it or to increase it as exigencies might arise. It is a very
small item, which will amount to only a few dollars a year.

Mr. COX. Does not the gentleman think a limitation of not
to exceed $4 a day would be a reasonable limitation?

Mr. TALBOTT of Maryland. It depends altogether on the
rank of the efficer.

Mr, COX. Does not the gentleman think that amount will
be sufficient?

Mr. PADGETT. I do not know, sir; there might be circum-
stances where he would be giving too much or too little. There
might be one place where he was giving too much and one place
where he would be giving too little.

Mr, COX. I take it that whatever per diem was fixed, it
would be uniform; you wounld not fix one amount for one city
and another amount for another, but it would be uniform.

Mr. PADGETT. There might be conditions where it ought
to be varied.

Mr. COX. Does not the gentleman think that whenever the
Secretary of the Navy has fixed the amount it will be uniform?

Mr. PADGETT. Off hand, I should say that I suppose it
would be, but at the same time I can see where he might want
to change it.

Mr. COX. Mr. Chairman, I move an amendment by inserting,
on page 16, line 22, after the word * diem,” the words “ not to
exceed $4 per day.”

The CHAIRMAN. The Clerk will report the amendment.

The Clerk read as follows:

On page 16, line 22, after the word “diem," insert the words *not
to exceed $4 per day.”

Mr. COX. Mpyr. Chairman, I think that amendment ought to
be agreed to. I think Congress is as well able to fix this matter
as is the Secretary of the Navy.

Mr. PADGETT. I think that is a matter that should be left
to the Secretary of the Navy. He may want to enlarge it or
change it as conditions may arise or with reference to localities
or as the rank of the officer may justify.

Mr. COX. Mr. Chairman, I want to say that this per diem
question has been a serious question in all the departments for
several years. For years and years, I do not know how long,
the post-office inspectors were allowed &4 per day.

I imagine if Congress had not taken up the matter and re-
duced it from $4 to $3 per day the department to-day would
be recommending a straight $4 n day. Some three or four years
ago, under the administration of Mr. Hitcheock, he reguired a
careful, itemized expense account to be kept as to whether or not
it wonld not be economy to reduce the per diem from $4 to $3 by
putting them on the actual-expense basis. He found after three
months’ demonstration that by putting them on an actual-
expense basis—which practically amounted to $3 a day—it
would save the Government of the United States from $50,000
to $60,000 a year. ;

When the Post Office Committee got that information it very
quickly and promptly reduced the per diem of post-office in-
spectors from $4 to $3 a day, although as yet some inspectors
are not satisfied with that amount.

Now, I do not care what regulations the Secretary of the
Navy might make, they are bound to be uniform so far as
grade is concerned, and they are bound fo be uniform throughout
the dominion of continental United States. I should rather
trust Congress to fix this at $4 a day than to risk that the
Secretary of the Navy might fix it at-$5 to $10 per day, because
I believe that $4 per day is a sufficient per diem for any of these
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officers who might be detailed for duty. This per diem only
pays the board bills; in addition thereto the officer who travels
gets 8 cents per mile for mileage.

Mr. STAFFORD. Will the gentleman yield?

Mr. COX, T will

Mr., STAFFORD. Is not the gentleman aware that the in-
spectors and supervisors in the postal service who do not receive
a per diem are granted an allowance without limit for the ex-
penses they incur while in discharge of duties outside of their
respective homes?

Mr. COX. I do not know any such thing.

Mr. STAFFORD. It is a fact.

Mr, COX. I very much doubt whether that is accurate.
What I stated a moment ago I know to be true, for I got that
information from the Post Office Committee. I am firmiy con-
vinced that a per diem of $4 per day for this class of men will
be a sufficient amount.

The CHAIRMAN. The guestion is on the amendment offered
by the gentleman from Indiana.

The question was taken, and the amendment was lost.

The Clerk read as follows:

Sec. 10. That when any officer, petty officer, or enlisted man of tha
Naval Militia Is disabled by reason of wounds or disabillties received or
incurred in the naval service of the United States in time of war he
shall be eptitied te all the benefits of the pension laws existing at the
time of his service, and In ease such officer, petty officer, or enlisted
man dies in the naval service of the United States in time of war, or in
returning to his place of residence after being mustered out of such
naval service, or at any time In consequence of wounds or disabilities
received in such naval service in time of war, bis widow and children,
l‘fi ds;l;y. shall be entitled to all the benefits of such pension laws: Pro-

The CHAIRMAN.
amendment,

The Clerk read as follows:

On page 18, line 8, strike out the word “Provided.”

The amendment was agreed to.

The Clerk read as follows: .

That all expenditures authorlzed to e paild by the Secretary of the
Navy under the provisions of this act shall be paid out of the $200.000
appropriated in sectlon 10 of this act, except such additional expendl-
tiures as mar be authorized by the annual paval appropriation act,

With the following committee amendments:

Puge 18, line, 7, insert the words and figures ** Sec, 20" at the begin-
ning of the line, ®

The committee amendment was agreed to.

Mr. COX. Mr. Chairman, beginning with the word “ except,”
in line 10, page 18, I move to strike out the remmnining portion
of that line and all of line 11, and also strike out the comma
after the word “act,” in line 10, and insert in place thereof a
period.

The CHAIRMAN. The Clerk will report the amendment of
the gentleman from Indiana.

The Clerk read as follows:

Page 18, linea 10 and 11, after the word * act,” strike out the comma
and lusert a period, and strike out the words * except soch additional
exgg_uditureu as may be authorized by the annual naval appropriation
act.

Mr. COX. Mr. Chairman, just a word on that amendment.
It was contended awhile ago by the gentleman from Illinois
that it was mere surplusage and would not be sufficient author-
ity for the naval appropriation committee to base au appropria-
tion on. I said then, and say now, that.l yield to the genfleman
from the State of Illinois [Mr, MANN] almost exclusively on
questions of parliamentary law. If that is useless, and mere
surplusage, then it has no place in this bill. If it bas no place
in this bill, it ought to be siricken out, and if it has a place in
the bi'l, then the only place and the only position it ean possibly
have is, as I said awhile ago, to give the naval appropriation
committee n fundamental, basic law on which to make an
appropriation, If it be the intention to hold down the appro-
priation for this concern that we are making an adjunct to the
Navy of the United States, although we are now appropriating
$150.000,000 a year for the Navy—if it be the purpose of this
committee to hold these appropriations down to $200.000, and
this provision is mere useless language, then we should strike it
ouf of the bill; and if the chairman opposes the striking of it
ont, in my judgment it would be conclusive proof to any Mem-
ber on the floor that he wants to use it as a leg on which to
stand when it comes to making appropriations for the same
gervice.

Mr. PADGETT. Mr. Chairman, T am afraid that the gen-
tleman’s judgment of my purpose is faulty, as well as it is in
saying that it is useless surplusage in the bill,

Mr. COX. 1 did not say that it was surplusage.
the argument made by the gentleman from Illinois.

Mr. PADGETT, Mr. Chairman, the gentleman from Illinois
said that it was surplusage, so far as being an authorization

The Clerk will report the commitbtoe

That was

for additional appropriations in the annual appropriation bill,
in which statement he was correct; but it is necessary because
of the provisions of this bill that it should be here. On puage
135 of the bill, section 14, which has been passed, there is this
language :

Sec. 14, That the annual appropriation made by Congress for arming
and equipping the Naval Militia in the annual appropriation for the
Navy shall be available for the purpose of providing for issue to the
Naval Militla any stores and supplies or publications which are sup-
plied to the Navy by any department,

In section 20 of {he bill we provide that all expenditures
authorized to be paid by the Secretary of the Navy under the
provisions of this act shall be paid out of the $200,000 appro-
priated in section 10 of the act, except such additional appro-
priation expenditures as may be authorized by the annual
appropriation act. The annual appropriation is authorlzed for
the purposes specified in section 10. We are cuarrying in the
annual appropriation bill an appropriation of $125,000——

Mr. COX. For what purpose?

Mr. PADGETT. For arming and equipping the militia, for
paying the expenses of handling these boats, maintaining them,
and all of that sort of thing that I have heretofore explained.
If you were to strike this out where it provides here this ex-
ception, then you would destroy the provision on page 13 which
I just read to the committee. This is not an authorization for
appropriations in the naval appropriation bill. That has been
done heretofore by substantive legislation passed years ago in

| the legislation of Coungress, and the appropriations under the

naval appropriation bill do not require this language. It is
put here for the purpose of harmonizing the provisions between
section 20 and the section on page 13 which I read.

Mr. JOHNSON of South Cirolina. Mr. Chairman, will the

‘| gentleman yleld ?

Mr. PADGETT. Certainly.

Mr. JOHNSON of South Carolina. How much does the gen-
tleman contemplate will be necessary to appropriate under sec-
tion 10 of this bill and any other appropriation bill in order to
carry into effect this law?

Mr. PADGETT. Section 10 limits all of the expenditures fo
$200,000.

Mr. JOHNSON of South Carolina.

Mr. PADGETT. Except this.

Mr. JOHNSON of South Carolina,
and how much will that carry?

Mr. PADGETT. That depends on what Congress may from
year to year appropriate.

Mr. JOHNSON of South Carolina.
the gentleman?

Mr. PADGETT, I think it would be less than the $125,000
which we have been appropriating.

Mr. JOHNSON of South Carolina. So that the entire ex-
pense of ecarrying this Dbill into execution will be less than
$250.0007

Mr. PADGETT. Three hundred and twenty-five thousand dol-
lars, I think.

Mr. ROBERTS of Massachusetts.
$125.000.

Mr. PADGETT. I think so. It seems to me to strike this
language out would be simply to confuse the bill and complicate
the provisions we have already passed.

Mr, MOORE. Mr, Chairman, I hope the limitation propesed
by the gentleman from Indiana [Mr., Cox] will not pass
There is a good reason, it seems to me, why the langunge of
the paragraph should remain as it is, without revision. I
call the attention of the gentleman from Indiana and our
friends on the other tide, to the fact that we are now pre-
paring to consider a bill for the education of the farmers of
the country. We take very particular pains to make appropria-
tions for that purpose, and it is a good purpose, because we
want the boys to understand the methods of tilling the soil,
and we want to make their work upon the farm profitable.
When that bill was considered here some time ago I stated
that no way was provided by this Government by which a man
could be trained to service upon the sea; it is due to that fact
that seamanship is unpopular to-day, and we have a waning
merchant marine. During the discussion of the peace guestion
the other day I ventured to argue that the construction of
battleships and the use of battieships tended to make men sea-
men and gave us a sort of training school for the American
merchant marine. This is a legitimate - method by which in
times of peace, when we do not need fighting men, we can have
them trained for the purpose of war, both upon sea and land,
and still have them available for the purpeses of the wer-
chant marine. We have got to pay attention to the question
of the merchant marine. If we provide here very large anpro-
priations for the eduecation of faruers' boys, as we are going to

Bxcept?

What are the exeeptions

What is the judgment of

It is going to reduce the
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do and as the gentleman from Indiana is very much interested
in having us do, we must also provide for some other avenues
of employment, from which the modern young man is drifting.
We must edueate the boy who goes down in the mine, educate
the boy who goes upon the ships. Now, what is the proposal?
Te encourage some of our young men to go upon ships of their
own volition. The proposition is to make them useful to the
Government by having them prepared, so that when the Gov-
ernmient calls upon them for war service they will be ready for
the field or the ships. We are bound to have our Army and
Navy. so why not train these boys for useful occupations upon
the sea? We need them for the merchant ships.

It is not their ambition always to be upon fighting ships—
they are not well paid for that, but if they can learn the meth-
ods of navigation and understand the art of sailing or manag-
ing ships, by reason of their training under the inspiration of
the Government of the United States, they will be useful in
times of peace, when we need them as seriously as we do in
times of war. :

You have a bill that will come up very soon, the seamen’s bill,
that T understand puts a limitation upon the men who serve
upon the ships. It provides that no man can serve upon a ship
who has not had three year< training. I challenge any man in
favor of that bill to say how a boy will get three years’ training
in flis couniry under any system we now provide. We take the
foreign boy for this serviee, & boy who does not speak the Eng-
lish langnage, because he has served upon a foreign ship, and we
qualify bim as an able seaman. We have no method of training
our own boys to be able-bodied seamen for the merchant service,
and now propose a very trifling inducement of $10 a year——

Mr. BUCHANAN of Ilineis. I would like to ask the gentle-
man if he has read the seamen’s bill, of which he speaks?

Mr. MOORE. I have read the seamen’s bill.

Mr. BUCHANAN of Illinois. Then the gentleman knows it
does not prohibit apprentices. The first year it provides 25 per
cent shall be able seamen; the seeond year, 45 up fo 55; and
after the bill has been in effect for four years it is 65 per cent,
leaving then 35 per cent

Mr. MOORE. How many men will be able to train for able-
bodied seamen under that system?

Mr. BUCHANAN of Illinois. Thirty-five per cent after four
years and 65 per cent to start with.

Mr. MOORE. How many boys will enlist in that kind of
gervice and under that kind of encouragement?

Mr. BUCHANAN of Illinois. I do not know.

Mr. MOORE. That is my answer to the gentleman. Here
are boys willing to do it, and we are asked to appropriate $10 a
year for each of them. This is a real training schoel for the
merchant marine, and we ought to sustain it. [Applause.]

The CHAIRMAN. The question is on the amendment offered
by the gentleman from Indiana [Mr. Cox].

The question was taken, and the amendment was rejected.

The Clerk read as follows:

Sgc. 20, That, for the purpose of securing a list of persons espe-
elally qualified to hold commissions in the Navy or in any reserve or
volunteer naval force which may hereafter be called for and organized
under the nuthorttﬁv of Congress, other than a force com of
Organized Naval Militia, the Secretary of the Navy is autherized from
time to time to convene ing boards at suitable and convenient
places in different parts of the United States, who shall examine as to
their qualifications for naval duties all applicants who shall have served
in the Rezgular Navy of the United States or in the Organized Naval
Militia of any State or Territory or the District of Columbia. Such
examination shall be under rules and regulations prescribed by the
Hecretary of the Navy. The record of previous service of the applicant
ghall be considered as part of the examination. Those applicants who
pass such examinations shall be certified as to their fitness for naval
dutles and rank, and shall, subject to a physical examination at an
time, constitute an eligible class for commissions, pursuant to sm
ceitifiention, In any volunteer naval force hereafter called for and
organized under the authority of Con, other than a force composed
of Organized Naval Militia; and the President is hereby further author-
izcid, vpon the outbreak of war, or when, in his opinion, was iz immi-
nest, to commission in the Regular Navy for the exigency of such war
suzh of the persons whose names have been certified as above provided
a5 he may select: Provided, That no one shall be commissioned to a
hizher rank than the rank for which he may have been recommended by
gaid examining board: Amd provided further, That the President may
also commission or warrant as of the highest rank formerly held by
him, or the present eglvalent of such former rank In case the nomen-
elature or some of e specifie duties of the same may have been
changed, any é‘)erson who having been formerly a commissioned or war-
rant officer of the United States Navy shall have been honorably dis-
eharged from the service: And provided further, That persons may be
ecommissioned in the Navy for englneer dutles lbni:r. and for all llne
duties other than engineer duties, and when so commissioned shall

have the full rank, pay, precedence, etc, of the line grade for which
they are commissioned.

Also the following committee amendment was read:
E:'hg;:g'e the number of the section, page 18, line 12, from " 20"

The CHAIRMAN.
mittee amendment.
The amendment was agreed to.

to
The question is on agreeing to the com-

Mr. PADGETT. Mr. Chairman, there is a misprint in line
%0, page 10. The word in the print is “ was,” and it should be

war.” It reads “was is imminent,” but should be “war is
imminent,”

The CHAIRMAN, Without objection, the word “was,” on
page 19, line 10, will be changed to “ war.”

There was no objection.

The Clerk read as follows:

SEc. 21, That all 1
visions of th: agt a.:awgegbdy mﬁmﬂt e Syl s

Also the following committee amendment was read:

Change the number of the section from * 21" to “22.”

Tl'l:-! CHAIRMAN. The question is on agreeing to the amend-
men

The amendment was agreed to.

The CHATRMAN. The Chair begs to call the attention of the
gentleman from Tennessee [Mr. Papuerr], the chairman of the
committee, to the fact that in the report it says that on page
5, line 21, after the word “ vessels,” there should be inserted a
comma. The Clerk has called the attention of the Chair to the
fact that this comma has not been inserted in the printed bill.

Mr. PADGETT. On what page is it?

The CHAIRMAN. On page 5, line 21, after the word
“ ‘resmls‘}’

Mr. MANN. No comma is required there.

Mr. PADGETT. No comma is required there. The report
may have indieated it, but there is none needed.

The CHAIRMAN. The Chair begs to call the attention of
the gentleman to the fact that the report said that the comma
should be inserted.

Mr. PADGETT. The report may have indicated it, but there
is no necessity for it.

The CHAIRMAN. The Chair has ecalled attention to it
because the report so stated.

Mr. PADGETT. And I appreciate the kindness and courtesy
of the Chair for so doing, but I do not think there is any
necessity for inserting the comma. Mr. Chairman, I move that
the committee do now rise and report the bill as amended to
the FHouse, with the recommendation that the amendments be
agreed to and that the bill as amended do pass.

The motion was agreed to; and the Speaker having resumed
the chair, Mr. Foster, Chairman of the Committee of the
Whole House on the state of the Union, reported that that com-
mittee had bhad under consideration the bill (H. R. 8667) to
promote the efliciency of the Naval Militia, and for other pur-
poses, and had directed him to report the same to the House
with sundry amendments, with the recommendation that the
amendments be agreed to and that the bill as amended do pass.

The SPEAKER. Is & separate vote demanded on any amend-
ment? If not, the Chair will put them in gross.

The amendments were agreed to.

The SPEAKER. The question is on the engrossment and
third reading of the bill

The bill was ordered to be engrossed and read a third time,
was read a third time, and passed.

On motion of Mr. PApGgETT, a motion to reconsider the vote
bybiwhich the bill as amended was passed wus laid on the
table.

POSTAL.SAVINGS DEPOSITORIES,

The SPEAKER. The Clerk will resume the call of com-
mittees.

Mr. MOON (when the Committee on the Post Office and Post
Roads was called). Mr. Speaker, I desire to call up the bill
(H. R. 9318) to amend the act approved June 25, 1910, entitled
“An act to establish postal savings depositories for depositing
savings at interest, with the security of the Government for
repayment thereof, and for other purposes.”

The SPEAKER. The Clerk will report the bill.

Mr. MOON. It is on the House Calendar.

The Clerk read the bill, as follows:

A bill (H. R. 9318f to nmend the act approved June 25, 1910, entitled
““An act to establish postal savings depositories for depositing savings
at Interest with the security of the Government for repayment thereof,
and for other purposes.”™

Be it enaeted, ete., That sectlons 2 and 13 of the act approved June
25, 1910, entitled “An act to establish postal savipgs depositories for
depositing savings at interest with the security of the Government for
repaylr?ent thereof, and for other purposes,”” be hereby amended to read
as follows:

** 8gc. 2. That provisions of section 3 of the act of July 5, 1884, en-
titled ‘An act making appropriations for the service of the PPost Office
Department for the fiscal year ending June 20, 1885, and for other
purposes.’ are hereby extended and made applicable to all official mail
matter pertaining to the business of the postal savings system; and
hereafter the board of trustees for the econtrol, supervision, and ad-
ministration of the postal savings depository aﬁ‘stam shall not be rve-
quired to show in the annual report preseribed by section 1 of the set
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of June 25, 1010, establishing such system, the amount of work done
for that system by the Post Office Department and postal service in the
transportation of free mall.

“ Sec. 13. Postmasters, assistant tmasters, clerks, or other em-
ployees at post offices of the presidential grade, and postmasters at post
offices of tEe fourth elass, shall not be allowed or paid any additional
compensation for the transaction of postal savings depository business.

Mr. MANN. Mr. Speaker, I reserve a point of order as to the
calendar. This bill ought to be on the Union Calendar. Will
the gentleman from Tennessee allow me a little time?

Mr. MOON. Yes; certainly.

Mr. MANN. Then I will not make the point of order.

Mr. MOON. Mr. Speaker, I will ask the Clerk to read the
report. It contains a brief explanation of the bill.

The SPEAKER. The Clerk will read the report.

The Clerk read as follows:

Mr. Moow, from the Committee on the Post Office and Post Roads,
submitted the following report, to aceompanﬂ_lrl. . 9318 :

*The Committee on the Post Office and Post Roads, to whom was
referred the bill (FI. R. 9318) to amend the act approved June 25,
1010, entitled ‘An act to establish postal savings depositories for de-
positing savings at interest with the security of the Government for
repayment thereof, and for other purposes,’ having considered the same,
report thereon with a recommendation that it pass.

* The present statute requires that special stamﬁs be affixed on all
official correspondence transmitted through the mails which relates to
the business of the postal savlnigs system. The intent of Congress in
thus requiring the use of special stamps was to assist in ascertaining
one of the cost items of the new service, but it has been found that
the plan was impractical for the reason that the rate of postage
charged on official postal savings mail is the same rate that is required
of tﬁc ublic. The actual expense of transmitting this mail is much
less, nug the figures which have been heretofore submitted on the sub-
ject have to a large extent been estimates. The use of a distinctive
stamp is e:'i]ensive and entails accounting difficulties which are un-
Necessary. here is no substantial ground for requiring diferent treat-
ment of the postal savings mail than is given official mail matter from
other divisions of the Post Office Department, If the gpecial stamp is
discontinued, it will follow logically that the annual report which the
hoard of trustees is required to make to Congress respec the cost of
transportation of official postal savings matter should be discontinued.

“The provislon of the mct approved June 25, 1910, in which addl-
tional compensation i{s authorized postmasters of the fourth class for
transacting business incident to the postal savings system is complex
and difieult of administration. The amount that is allowable to a
postmaster under its terms Is Inconsequential, while the expense of
ascertaining and adjusting the matter is unwarranted. The volume of
business done at fourth-class offices is so small that the continuance of
the provision authorizing additional compensation is not justified.

“The bill has been approved by the Post Office Department.”

Mr. MOON. Mr. Speaker, it is hardly necessary for me to
enter inte any more thorough explanation of this bill than is
contained in the brief report that has just been read at the
Clerk’s desk.

When the postal savings bank system was established, it was
prédicted on the floor of this IHouse by the present chairman
of this committee that this would probably be one of the diffi-
culties that would confront us, among others, It now transpires
fhat the department, in the exercise of the authority of the
postal savings banks, has found that it is difficult of adminis-
fration in this feature and expensive, and it recommends—and
that is the purpose of this bill—the discontinuance of the dis-
tinetive stamp and a return fo the franking privilege as pro-
vided for other branches of the Post Office Department.

Mr. JOHNSON of South Carolina. Mr. Speaker, will the
gentleman yield?

Mr. MOON. Certainly.

Mr. JOHNSON of South Carolina,

Mr, MOON. Yes.

Mr. MURDOCK and Mr. MANN rose.

The SPEAKER. To whom does the gentleman yield?

Mr. MOON. 1 yield to the gentleman from Kansas [Mr.
Murpock ].

Mr. MURDOCK. In this connection, Mr. Speaker, I would
like to call the attention of the gentleman from Tennessee to
this circumstance, that when we passed the parcel-post law
there was also a call for a distinctive stamp, and I think that
that distinetion was obvlated by the department.

Mr. MOON. Yes; by an Executive order.

Mr. MURDOCK. The gentleman will remember that in the
discussion of the Post Office appropriation bill a year ago, I
succeeded in getting an amendment put on in the House which
took away from the postmasters in the adjustment of salaries
any salary based upon the sale of the distinetive parcel-post
stamps. I believe that amendment was afterwards killed in
the Senate. At the present time do postmasters receive salaries
based on the sale of those stamps?

Mr. MOON. I believe they do.

Mr. MURDOCK. Does not the gentleman think that would
be a good thing to correct along with this?

AMr. MOON. Does not the bill do so?

| Mr. MURDOCK. This bill does not correct that at all.
| Mr. MOON. It does correct the salary of postmasters based
| on the sale of these particular stamps, but not on those.

Is this the only change?

Mr. MURDOCK. It would not be corrected now, but there
ought to be a readjustment of postmasters’ salaries owing to
that faet.

Mr. MOON. I doubt, Mr. Speaker, whether I ought to com-
mit myself too far to the gentleman on other matters now.

Mr. MURDOCK. I suppose that is true, but I think in view
of the fact that the sale of the parcel-post stamps has been
enormous, tliere ought to be a readjustment of the postmasters’
salaries on that account.

Mr. MANN. Mr. Speaker, will the gentleman yield?

The SPEAKER. Does the gentleman yield?

Mr. MOON. I yield to the gentleman from Illinois [Mr,
MANN].

Mr. STAFFORD. Just one moment. I think the chairman
of the committee has committed an inadvertence in replying to
the query of the gentleman from South Carolina [Mr. Joaxsox],
to the effect that this bill has only one purpose. I think that the
chairman overlooked the purpose carried in section 13, which is
the second section of this bill.

131:11'. MOON. Do you mean section 3 of this bill misnumbered

Mr. STAFFORD. I think it is properly numbered 13. It
seeks to amend section 13 of the postal savings-bank act, a copy
of which I have in my hand. I direct attention to the first
clause, which states that it is an amendment to sections 2 and 13
of the postal savings-bank act. I wish to direct the attention of
the chairman to the fact that in section 13 we take away allow-
ances to fourth-class postmasters for doing postal savings busi-
ness,

Mr. MOON. That was the answer to the gentleman from °
Kansas. The gentleman from South Carolina [Mr. JouNsoXN]
was improperly answered in that respect, as suggested by the
gentleman from Wisconsin [Mr. Starrorp], for the thirteenth
section of the postal savings bank act is amended by the bill.

Mr. JOHNSON of South Carolina, I wanted to ask the gen-
tleman if the Committee on the Post Office and Post Roads had
made any inquiry as to whether or not the postal savings banks
are yet paying expenses.

Mr. MOON. Oh, yes; very full inquiry has been made by
the committee on that subject.

Mr. JOHNSON of South Carolina. Does the gentleman know
how much the income exceeds the outgo?

Mr. MOON. The postal savings bank system has been in
operation, I believe, some two and one-half or three years. Up
to this time the balance of accounts shows a loss of about
$1,000,000 to the Government in operating the postal savings
bank.

Mr. JOHNSON of South Carolina. Is that loss still going on,
or does the income now equal the outgo?

Mr. MOON. No; the income is not equal to the outgo. That
loss consists in the inauguration of the system, to begin with,
and the fact that the expense attending it has been greater
than the income from it. Practically, we borrow money from
the people and place it in the savings depositories. The Gov-
ernment pays the depositor 2 per cent interest. That money is
loaned on securities to the banks at 2} per cent. Some of if,
where parties desire, is covered into United States bonds at
2 per cent. I belleve there is now about $2,500,000 that has
been so provided for. The balance of it is deposited under other
provisions of the postal-savings law.

There are about 12,000 offices in the United States where
these deposits are received, and of course the cost attending
that is a part of the expense.

Mr. JOHNSON of South Carolina. When may we hope that
the system will become self-sustaining?

Mr. MOON. I can not express any opinion on that, Mr.
Speaker. There are a good many who think it may never be
self-sustaining. Probably that is the correct view of it.

There has been introduced into the House a bill, which I will
call up before a great while, that provides for the taking off of
the limit on deposits in the postal savings banks, which limit is
now, I believe, $500, and provides for making it unlimited as
far as the deposit is concerned, and to limit to the sum of $1,000
the amount on which interest is to be paid by the Government
to any single depositor. 3

Mr. JOHNSON of South Carolina. Does the organic act
limit the interest that the Government may charge on these
postal deposits to 24 per cent when loaned to banks?

Mr. MOON. No; the law provides that it shall not be less
than 2} per cent.

Mr. JOHNSON of South Carolina. Not less than 2% per cent?

Mr. MOON. Yes; but the Government might charge more.

Mr. JOHNSON of South Carolina. The Government might
inerease the rate to 3 per cent if it was thought to be wise?




652

CONGRESSIONAL RECORD—HOUSE.

DECEMBER 10,

Mr. MOON. Yes; and it may be advisable; but that is a
matter of administration. It might be advisable for the Con-
gress to direct that not less than 3 or 3} per cent interest should
be charged, because, as a matter of fact, under the system as it
now exists the Government is operating a banking system in the
United States for the depositing of money. It secures the de-
posits and pays 2 per cent interest, and loans the money to the
banks for 24 per cent interest, and the banks in turn loan the
money to the people at from 6 to 8 per cent. It might be well
to increase the interest to the banks or borrowers. I do not
know; but those are questions that do not arise very properly
on this bill.

Mr. JOHNSON of South Carolina. I understand that; but I
thought perhaps the gentleman’s committee, having charge and
jurisdiction of the subject, might have inquired into this very
important matter.

Mr. MOON. We have inquired into it very definitely and
very fully. The hearings have not yet been printed, but my
friend from Wisconsin [Mr. Starrorp] has some exact figures
which he took down during the hearings, and if the gentleman
desires any further information I shall be glad to yield to the
gentleman from Wisconsin to read his figures.

Mr. MURDOCK. Will the gentleman yield to me?

Mr. STAFFORD. If the gentleman will yield to me, I will
Tollow this up with these exact figures,

Mr. MOON. I will yield to the gentleman from Wisconsin
for the present,

The SPEAKER. How much time does the gentleman from
Tennessee yield?

Mr. MOON, Ten minntes,

The SPEAKER. The gentleman from Wisconsin [Mr. STA¥-
¥orp] is recognized for 10 minutes,

Mr., STAFFORD. Mr. Spenker, the question as to the cost
of operation of the postal savings bank system is of present
interest, and one that has been given thorough consideration by
the Post Office Committee during the past week, in connection
with a bill recommended by the department that seeks to lift
the limit of monthly deposits and of total deposits to $500 each,
go that tliere will be no limit whatsoever to the amount that
may be deposited by a single depositor.

Ag you will remember, under the existing postal savings
bank law passed three and a half years ago, there was a limit
of amount of deposits in any one month to $100, and not to
exceed in the total an aggregate of §500 at any one time, other
than the amount that might acerue from interest in the invest-
ment of these funds. Numerous instances have been called fo the
attention of the administration officials of the postal savings
banks that money has been sent abroad because of this limita-
tion on the amount of deposit. Only recently in the city of
Washington, when there was a flurry or run on the United
States Trust Co., thousands of dollars were withdrawn and
the money brought to the postal savings bank for deposit, but
there was this arbitrary limit that prevented the Government
receiving it.

There are thousands of instances where foreigners have
brought money from stockings and hiding places only to find
that this arbitrary limit prevented the Government from taking
it. There were some members of the committee, among others
my friend from Kansas [Mr. Murpock] and myself, who at
the time of framing the original postal savings bank bill,
thought there was no reason why there should be any limit
whatever placed on the deposits if any person had any reason
to utilize the depository. Now the post-office officials come
to us and ask and recommend that we lift the limit, and the
committee is of the opinion that the limit should be lifted.

Now, as to the operation of the postal savings banks during
the past three years: There are at the present time, or was
on June 30 last, $33,818,000 deposits. At the close of the year
before, June 30, 1912, there were $20,237,000, an increase in the
last fiscal year of thirteen and a half million dollars.

In 1912 there were 243,501 depositors, with an average deposit
of §83. In the fiscal year ending June 30, 1913, there were
831,006 depositors, with an average deposit of $102.

In the administration of this fund, as the chairman of the
committee has stated, the Government under the law pays the
depositor 2 per cent and receives from the banks 2} per cent
on the deposit. There is no limit on the discretion of the
Government officials as to the amount of interest they may
charge the banks for the use of these funds. I was surprised
only recently to read a news item relating to New York banks
engaged in savings bank business that there was no bank in the
city of New York paying less than 3% per cent, and many of
them paid 4 per cent interest on deposits. Now, these deposits
are more or less permanent in character, and if these private

Institutions can afford to pay private depositors of small sums
8% and 4 per cent, and in general throughout the country the
banks pay not less than 3 per cent, why should not the Gov-
ernment, under the authorization of the savings postal-bank act
charge the banks a like sum that they pay to the ordinary
depositor when they deposit their individual accounts?

It is true that the system as carried on up to date has met
with a loss, but that loss can be easily corrected by raising the
rate of interest to be charged the banks. I am frank to say
that the administration official, the Third Assistant Postmaster
General, is considering the proposition to raise the rate on these
deposits to be paid by the bank.

In the first six months when this system was in operation
the total expenses for operating the banks, including the pay-
ment of clerks, payment of postage, all items of expense, was
$114,000. In 1912 it was $619,000. In 1913, $752,000, or up to
date, $1.486,000, or, in round numbers, one and one-half mil-
lion dollars.

Against this there has been received interest on deposits paid
by the banks of $537,932, leaving a net loss to the Government
of §948,068, or, as the chairman said, in round numbers about
a million dollars.

Mr. MADDEN. Will the gentleman yield to me right there?

Mr. STAFFORD. I yield to my colleague on the committee.

Mr. MADDEN. The amount of expenditures expressed in the
gentleman’s statement, it is only fair to say, is in a large meas-
ure based on reports of various post offices, made by postmasters
arbitrarily, showing the cost of fransacting each item of busi-
ness to be all the way from 2 cents up to 64 cents. That is,
these statements of the postmasters, ranging all over the United
States, arbitrarily estimate the expense from 2 cents to 64
cents, and they do not at all represent the aetual cost of the
transaction.

Mr. STAFFORD. The gentleman is correct; but that is on
the side of maximum expense and not on the side of minimum
expense, The administrative officials in estimating the expense
took the maximum amount estimated. As they said, in one
place the cost of operation was 64 cents, whereas the cost shown
by the records for auditing a postmaster’s account was only 19
cents; and one postmaster returned as high an amount as 64
cents as the expense for each deposit, Now I will yield to the
gentleman from Minnesota [Mr. STEENERSON].

Mr. STEENERSON. Is it not a fact that at the hearings
it was stated by the Postmaster General that the additional

in case the deposits were increased to fifty or sixty
millions would be very small, and in that event it would be very
likely self-sustaining? »

Mr. STAFFORD. Mr: Speaker, the gentleman reminds me of
one very important phase brought out in the hearings of the
Third Assistant Postmaster General, and that is that the ad-
ministrative force in the Post Office Department to-day is able
to take care of twice the amount of deposits without increasing
the administrative cost only slightly, and that is one reason why
he recommends the lifting of the amount of deposits, so that
they may be able to increase the total from thirty-three million
dollars to fifty, sixty, or one hnndred million dollars,

I was most earnest in the advocacy of this system in con-
junction with my good friend from Kansas [Mr. Murpock]
when it was first proposed. I wanted to see it established in all
of the first and second class offices. We tried to have that
limitation placed in the bill, but we were unsuccessful. We
realized there was no great demand for the establishment of
these postal savings banks in these small crossroad post offices,
where the last administration went to the extreme in establish-
ing them and where the figures show in many offices there are
but one or two depositors. There was no call for the estab-
lishment of postal savings banks in that character of office.
The demand came from large industrinl centers, where there
was a large foreign population. Statistics recently reported to
the House by the Postmaster General, submitted this past week,
show that the cities where the postal banks are most utilized
are in localities where there are a large number of foreigners.

Mr. MURDOCK. Mr. Speaker, will the gentleman yleld?

Mr. STAFFORD. Yes.

Mr. MURDOCE. At the time of the creation of the postal
gavings bank the gentleman will remember that I busied myself
in particular, and I think he did, in providing for the small
denominational bonds. I would like to ask the gentleman how
many of those bonds are out?

Mr. STAFFORD. Mr. Speaker, the depositors have not
availed themselves of the privilege of transferring their postal
savings accounts into Government bonds.

AMr. MURDOCK. They have to some extent
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Mr. MOON. Two million and a half dollars.

Mr. MADDEN. Two million three hundred thousand dollars.

Mr. STAFFORD. I was going to say to the extent of two
and a half to three and a half million dollars, but they have
not done so to as large an extent as we anticipated. I know
the gentleman and the House will be interested in the compara-
tive deposits in banks and with the Government of these postal
savings funds. You will remember that the State banks made
a strong protest through fear it would withdraw——

The SPEAKER. The time of the gentleman has expired.

Mr. MOON. I yield the gentleman three minutes more.

Mr. STAFFORD. It would withdraw the funds from the
loeal banks and that the provision carried in the law giv-
ing the Governiment the right to invest 30 per cent of the
funds in Government bonds would naturally draw out of those
loealities large amounts of money. Of the thirty-two and a half
million dollars now in current cash 95.4 per cent is redeposited
in the loeal banks, and in the Treasury there is but 4% per
cent—one million and a half in money—though the law re-
quires 5 per eent. So the fears of the State banks and those
who opposed this law so vigorously at the time of its inangura-
tion have not been realized. When we lift the limit of deposits,
as the committee intend by the bill to be reported to the House,
there will immediately develop twenty or thirty or fifty more
millions of dollars available to be deposited in these banks, and
the cost of administration will not be proportionately increased.
Larger returns will come in, and if the local administrative offi-
cial charges a reasonable rate, 3 per cent, to the banks for this
money—as, in my judgment, I believe they should be charged—
there is mo question but that the deficit will be immediately
wiped out and a profit develop.

The SPEAKER, The time of the gentleman from Wisconsin
has expired.

Mr. MURDOCEK. Mr. Speaker, I ask unanimous consent that
the gentleman’s time be extended for twe minutes in order that
I may ask him a question.

Mr. MOON, I control the time. Let the gentleman ask his
question,

Mr, MURDOCK. Are there any figures showing how hidden
money was developed?

Mr. MADDEN. They have $33,000,000 on deposit.

Mr. MURDOCK, Is there any way of segregating that from
money already in bank?

Mr. STAFFORD. The Third Assistant Postmaster General
testifies that most of this money comes from the stockings and
hiding places of these foreigners,

Mr. MURDOCK. The great protest of the banks was that it
would take money out of the banks. Their fears did not
develop.

Mr. STAFFORD. As the gentleman knows, in his own dis-
trict, where banks are safe and secure, there hayve been no with-
drawals to speak of. The deposits have been generally by
foreigners who were unacquainted with and doubted the safety
and security of our local banking institutions.

Mr. MOON. Mr. Speaker, the range of this diseussion has
gone pretty far, and really the suggestions here ought to come
under the Post Oflice appropriation bill more properly than here;
and in view of what has been said, I want to say that I regret
my views do not fully coincide with some of the gentlemen on
this question. I believe it will be found upon a full investiga-
tion that there are more than 12,000 clerks, as shown from this
proof, in the United States who give the greater part of their
time every day to this work instead of a few minutes. I believe
if we could get at it accurately that the loss to the Government
under this postal savings-bank system tfo-day has not been a
willion, but more than two million dollars of money, and yet we
want to give it a trial. Of course all of us who understand this
bill know that the measure, in the first place, was ostensibly in-
tended for the gathering in of that class of funds that would not
go to the banks, for collecting the money of foreigners who had
no confidence in American institutions, and yet while the opposi-
tion existed on the part of the banks in the first place youn will
notice that has steadily, effeetually, and permanently been with-
drawn, because the United States is just a means of gathering
in the money of the foreigners and other people, putting it in
their depositories, transacting the business at a loss of a million
dollars a year, in order that the banks might get the money at
2% per cent and loan it to the people at 8. But I am not going
to discuss this matter; it does not pertain to this bill.

Mr. PAYNE., Will the gentleman yield right there?

Mr, MOON. Yes. :

Mr. PAYNE. It has been stated what the gross loss has been
for three years previous, but I have heard no separate statement
as to the comparative loss for each year.

Mr. MOON. I will say to the gentleman from New York that
the hearings are not before us now; they have not been printed.
I believe my friend Mr. Srarrorp took a memorandum at the
time, and I will ask him if his memorandum shows that exactly.

Mr. PAYNE. Last year, for example,

Mr. STAFFORD. I ean not give offhand the exact amount,
but with the increasing deposits it shows a corresponding reduc-
tion proportionately of loss.

Mr. MOON. I think it iz one-third last year,

Mr. PAYNE. Has the gentleman any estimate of what the
additional deposits will be increased if this exceedingly small
limit of deposits is taken off and the people are allowed to
deposit what they wish?

Mr. MOON. I said a few minutes ango that I had introduced
a bill which has been ordered favorably reported, and I will
file that report in the House in a few days. It provides for
taking off the limit of deposits entirely and fixing $1,000 as
the maximum upon which the Government will pay interest. It
is hoped by the department that this will bring about such a
readjustment of affairs of the postal savings bank as to prevent
a loss. Whether it will or not is purely a matter of speculation.

Mr. PAYNE. I am informed by the postmaster at home that
people come there with $300 or $400 or $500 or more to deposit,
and because they can not deposit the whole they will not deposit
at all and do not open an account.

Mr. MOON. Yes; that is true. I do not want to state any-
thing that is not favorable to this institution, if anything can
be found. The evidence is that in a number of Instances several
thousand dollars were offered for deposit at post offices, and
because they could not deposit over $500 none was deposited.

Mr. PAYNE. I am also told by him that a large share of the
deposits were money that looked as if it had been folded and
kept for a long time hidden away, perhaps slept on, under the
bed, or something of that kind, that evidently it had been
hoarded.

Mr. MOON. Evidently some has been hoarded, but now the
great bulk of the wages of foreigners are deposited temporarily
in these banks for the purpose finally of taking the certificate
and carrying it to Burope. Does the gentleman from Illinois
desire some time?

Mr. MANN. I wish 10 minutes, and I may desire a little
more time,

Mr. MOON. I yield 10 minutes to the gentleman from Illinois
[Mr. Maxx].

Mr. MANN., Mr. Speaker, every little while we are regaled
with complaints about the use of the so-called franking system.
The Post Office Department itself freguently has given enunncia-
tions of the idea that the franking privilege was a gross injus-
tice to the Government and the Post Office Department, and I
shall later call the attention of the committee to the annunal
report of Postmaster General Hitchcock of several years ago,
which the gentleman from Kansas [Mr. Murpock] furnished to
me a while ago when I suggested I would like to have him tell
me specifically where that recommendation was.

The President's Commission on Economy and Efficiency has
spent a good deal of time, and more paper, printing their ree-
ommendations that no serviee of the Government should have
the franking privilege. That is to say, that a Member of Con-
gress or a department of the Government, instead of putting
on a printed notice or a franked signature, should put on a
etamp. The proposition was seriously made to Congress on sev-
eral occasions by these different bodies that every Member of
Congress, for instance, should be provided with stamps and -
should stamp the envelopes which he sent out on official busi-
ness, and that every branch of the Government which enjoyed
the privilege of the so-called penalty envelopes without stamps
should have a special stamp thal it should put on the envelope.
And they have argued for this in the Interest of economy. Those
branches of the publie who wang the pay of the postal employees
increased or the rate of postage decreased invariably dwell
upon the fact that the Post Office Department would be much
more than self-sustaining if the franking privilege were re-
moved. And I have been absorbing this information now for
more than 16 years, and never have had a shock like T had this
morning when I picked up this bill, reported to the House yes-
terday and brought in this morning with a report. Here was
the great Post Office Department, which for years has been
insisting that there should be no such thing as the franking
privilege without a special distinctive stamp—and they insisted
on it so much that a few years ago, when we created a postal
gavings bank, we allowed them: to use a distinctive stamp
with postal savings-bank matter so far as the trustees of the
postal savings bank were <oncerned—saying, without having
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courtesy fo apologize for their past opinion, that now it is
useless, extravagant, and unworkable.

Let me read you just, for instance, first, the report of the
Postmaster General for the fiscal year ending June 30, 1910,
abount the time that the postal savings bill was passed. It was
this opinion of the department which caused the insertion in
that bill of a provision for a distinctive stamp on mail matter
sent out by the trustees of the postal savings bank.

Mr. TOWNSEND. What report is it?

Mr. MANN. I will give it to you. This is the annual report
of Postmaster General Hitcheock for 1910:

The unrestricted manner in which the franking privilege 1s now
being used by the several Federal services and by Congress has laid
‘it open to serious abuses—a fact clearly established through investiga-
tions recently instituted by the department. While it has been
impossible without a better control of franking to determine the exact
expense to the Government of this practice, there can be no doubt that
it annually reaches into the millions. It is believed that many abuses
of the franking system could be prevented, and consequently a marked
economy effected, by supplying through the agencies of the postal
service epeclal official envelopes and stamps for the free mail of the
Government, all such envelopes and stamps to be issued on requisition
to the wvarious branches of the Federal service requirinﬁ them, and
such records to be kept of officlal-stamp supplies as will enable the
Post Office Department to maintain a proper postatgc account covering
the entire volume of free Government mall. As the first step in the
divection of this reform special stamps and stamped envelopes have
been provided for use instead of franks in the free transmission of the
official mail resulting from the business of the new postal savings
system. DBy properly recording the issuance of such stam and
envelopes an accurate account can be kept of the eost to the Govern-
ment of handling the postal savings mail, which is certain to become
an Important item of expense and should be separately determined.
In keeping with this ]izlsn it is hoped that Congress will authorize the
substitution of special official stamps and stamped envelopes for the
varicus forms of franks now used to carry free of Poata%g the vast
volume of drgartmental and cm:fresaiona! mail matter. uring the
last year methods of accounting similar to those employed in the most
rmgrosslve of our buslness establishments have been introduced in
he postal service, and nothing has so impeded the department’s plans
in this regard as the impossibility of determining with exactness bow
far the varlous expenses of the business are increased by the present
unresiricted use of the franking privilege.

As the first step in the direction of this reform special stamps
are going to be used in the postal savings-bank department, but
this department, which for years has been insisting that the
franking privilege used by Members of Congress and the pen-
alty envelopes used by the departments for the transmission of
official mail was an abuse and that they proposed to reform it,
now say what? They say this, which is in the report accom-
panying this bill:

The wvse of a distinetive stamp is expensive and entails accounting
difiiculties which are unnecessary.

Now, my own judgment is that the opinion of the department
now, affer taking, is much more valuable than it was before
taking., After trying it they found that they themselves could
not make it work. It not only is more expensive, but they can
not keep the account.

The Bureau of Economy and Efficiency of the President took
a grent deal of time to tell Congress how to run the Govern-
ment without ever having discovered how to do much of any-
thing properly themselves, so far as their own reports were
concerned at least. [Applause.] And they insisted that it
would be cheaper for the Government to have every bureaun of
the Government stamp its envelopes with a distinective stamp
than to have printed the penalty clause which is now printed
upon them. I never took any stock in the old recommendation
of Postmaster General Hitcheock or any of these recommenda-
tions of that kind, because I know that it is cheaper for the
-Government to use this class of envelope without a distinetive
stamp than with a distinetive stamp.

While the Post Office has frequently suggested that i# was
doing this great amount of business for other branches of the
Government without pay, and ought to receive credit for that, I
never have heard anyone in the Post Office Department sug-
gest that it was using a great deal of Government property
without rent and without charge for rent, and using a great
denl of Government property, which was heated and lighted out
of other appropriations, without any charge for that. The
truth is that the system now in operation, while it is abused
sometimes by somebody sending out enormous quantities of
matter which ought not to be frankable and which properly is
not frankable, but which is nevertheless franked, the present
system is much better than the system which was proposed
by the Post Office Department, and I am extremely glad that
the new administration of the department has reached the con-
clusion that the distinctive-stamp idea is an expensive luxury,
if not an unnecessary fraud. [Applause.]

Mr. MOON. Mr. Speaker, it is useless for me to say that I
very fully concur in the views of the gentleman from Illinois
[Mr. Maxx]. I want now to yield to another gentleman from

Illinois [Mr. MappEN], who says he wants to talk strictly on the
bill. [Laughter.]

The SPEAKER. How much time does the gentleman yield?

Mr. MOON, I yield five minutes.

The SPEAKER. The gentleman from Illinocis [Mr. MapbeN]
is recognized for five minutes.

Mr. MADDEN. Mr. Speaker, the bill that is pending has two
objects. One object is to authorize the Postmaster General to

-| discontinue the payment of compensation to fourth-class post-

masters for work done for the postal savings bank system,
and the other distinctive feature of the bill is to do away with
the use of the postage stamp or the envelope used in the cor-
respondence of the postal savings bank system.

- These are the two objects of the bill. The first reason why
the Postmaster General thinks the use of the postage stamp
ought to be done away with is that its use charges falsely to
the postal savings bank system 2 cents for every envelope
used, whereas it costs the Government a very small fraction of
the 2 cents to make the stamp; and so if we were to enumerate
all the postage stamps used in the correspondence of the postal
savings bank system and were to ascertain just what they cost
the Government, and then figure up what is charged against
the system, the difference between the two would be the amount
that ought not to be charged.

And then the other object, being to do away with the pay-
ment of compensation to fourth-class postmasters is sought for
this reason: There are 4,000 fourth-class post offices in the
United States in which the postal savings bank has been estah-
lished. In only about 3,000 of these has there heen any postal
savings bank business, and the average compensation allowed
according to law to each of the postmasters in the 3,000 offices
where they do business would amount to only 27 cents per
annum, and the auditing department of the Post Office De-
partment is obliged to keep 4,000 accounts.

Mr. LLOYD. Mr. Speaker, will the gentleman yield?

The SPEAKER. Does the gentleman from Illincis yield to
the gentleman from Missouri?

Mr. MADDEN. Sure.

Mr. LLOYD. Would it not be a better way to discontinue
the 3,000 offices?

Mr. MADDEN. No; because there is a possibility of their
developing business.

Mr. LLOYD. But the gentleman says at the present time they
are not transacting business.

Mr, MADDEN. I say 1,000 offices are not.

Mr. LLOYD. Why not discontinue the 1,000 offices?

Mr. MADDEN. Well, that is within the power of the Post-
master General, and that is being done more or less all the time
Wherever they find it is not essential to the welfare of the
community to continue one of these offices they discontinue it

Mr. LLOYD. Now, one other question,

Mr. MADDEN. I would like to finish the statement on the
auditing first. At each of these offices they are obliged to keep
an account, so that they have 3,000 accounts with 3,000 post-
masters, each one of whom has coming to him within the range
of a year 27 cents on the average, and, whether that account
is closed or not, the account has to be audited every month. or
whenever the audit is made; so that it has been discovered that
the cost of the audit amounis to very much more than the
amount which is coming to the postmaster whose account is
being audited.

Mr. LLOYD. Now, in the 3,000 offices which the gentleman
thinks ought to remain, why does he say that the postmasters
should not be compensated for taking care of the business of
the Government? :

Mr. MADDEN. I say if it does not amount——

Mr. LLOYD. In the first, second, and third class offices there
are clerks provided to perform the work. In the fourth-class
office whatever work there is must be paid for by the post-
master himself, and it seems to me that he is the man of all
others who ought to have compensation for the service that he
renders to the Government.

Mr. MADDEN. But if on an average that compensation has
not been more than 27 cents per annum, and it costs more to
audit the account of the amount due the postmaster than the
payment of the 27 cents amounts to, the gentleman from Mis-
souri ean well understand——

Mr, LLOYD. That those offices ought to be discontinued.

Mr. MADDEN. That is all right. I am not making any
argument as to whether they should be discontinued or not. I
really believe myself that no postal savings bank should be
established in any post office where the business of the office
does not justify it, or, if it is established, that it ought not to
be continued unless the business transacted in that office justi-
fles its continuation,
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Mr. BURKE of South Dakota. Will the gentleman yield?

Mr. MADDEN. Yes.

Mr. BURKH of South Dakota. I should like to ask the gen-
tleman if there are any great number of these fourth-class
offices that do any considerable amount of business?

Mr. MADDEN. I am not prepared to say just what amount
of business any particular fourth-class office does. All I say is
that the average compensation due to postmasters in the 3,000
local fourth-class offices where business is done has only
amounted under the law to 27 cents per annum.

Mr. BURKE of Scuth Dakota. Does the gentleman know
what the average compensation would be in the other 1,000
offices?

Mr. MADDEN. There was no business done in the other
1,000 fourth-class post offices.

Mr. SMITH of Minnesota. Has the committee made an esti-
mate of the cost to the Government of keeping track of the
amount of stamps used by the postal savings department?

Mr. MADDEN. No; the committee has no knowledge of how
many stamps have been used or how much it costs to keep track
of the stamps. All the committee has is the information fur-
nished by the Third Assistant Postmaster General, to the effect
that it would be mueh more economical and more just to the
institution known as the postal savings bank system to do
away with the nse of the stamp, because the charge of 2 cents
per envelope used in that system is an unjust and arbitrary
charge that is not warranted by the facts.

Mr. SMITH of Minnesota. It is nothing more nor less than
a book charge. There is no consideration passing one way or
the other? =

Mr. MADDEN. That is very true, but the book charge being
made, Members of Congress read the statement of receipts and
expenditures of the postal savings bank system; and if, per-
chance, by making an unjust, arbitrary charge, first for one
thing and then for another, the expenses of the system are
made to appear to be five times what the receipts are, the
natural conclusion would be that the system is not justified in
existing. What this bill seeks to do is to abolish that arbi-
trary, unjust system of making charges against the postal sav-
ings bank system, so that the actual results may be shown on
the face of the returns.

The SPEAKER. The time of the gentleman from Illinois has
expired.

Mr. MOON. Mr. Speaker, I move the previous guestion on
the passage of the bill.

The SPEAKER. The gentleman from Tennessee moves the
previous guestion on the passage of the bill.

The previous question was ordered.

The SPEAKER. The question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed and read a third time,
and was accordingly read the third time and passed.

On motion of Mr. Moon, a motion to recousider the last vote
was laid on the table.

PERSONAL EXPLANATION.

Mr., SLAYDEN. Mr. Speaker, I ask unanimous consent for
half a minute or a minute in which to make a brief statement.

The SPEAKER. The gentleman asks for one minute to make
a personal statement. Is there objection?

There was no objection.

Mr. SLAYDEN. Mr. Speaker, just before the passage of the
resolution commonly known as the Hensley resolution the other
day I received a communication, through his secretary, from
the gentleman from Virginia [Mr. MoNTAGUE; requesting me
to have him paired on that resolution as in favor of the resolu-
tion. = =

I am sorry to say that T forgot to discharge that doty to my
friend, and I make this statement in order that he may be set
right on the record.

LOSSES BY POSTMASTERS,

Mr, MOON. Mr. Speaker, I call up the bill (H. R. 9321) to
amend the act approved May 9, 1888, as amended by the act of
June 11, 1896.

The SPEAKER, The gentleman from Missouri [Mr. BooHER]
will take the chair. The House resolves itself automatically
iTlIlto the Committee of the Whole House on the state of the

nion.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the consideration

| of the bill (H. R. 9321) to amend thé act approved May 9,
11888. as amended by the act of June 11, 1896, with Mr, BooHER
in the chair.

Upon taking the ehair Mr. Boomer was greeted with ap-

_plnuse.

The Clerk read the bill, as follows:

Be it enacted, ete,, That the act authorizing the Postmaster General
to adjust certaln claims of postmasters for loss by hurglm('ly, fire, or
other unavoidable casnalty, approved May 9, 1888, ‘as amended by the
gtr?“g une 11, 1896, be, and the same is hereby, amended so as to read

WS :

“That the Postmaster General be, and he Is hereby, authorized to in-
w:stlﬁute all claims of vroatmaa‘tm for the loss of money-order funds,
postal funds, postal savings funds, postage stamps, stamped envelo
newspaper wrappers, postal cards, postal savings cards, postal savings
stamps, and postal savings certificates belonging to the United States
in the hands of such postmasters, and for the loss of key-deposit funds,
funds deposited to cover postage on mallings, and funds received as
deposits to cover orders for stamped envelopes, In the hands of such
postmasters, resulting from burglary, fire, or other unavoidable casualt;;,
and if he shall determine that such loss resulted from no fault or negil-

ch postmasters, to pay to such postmasters or

it them with the amount so ascertained to have been lost or de-
stroyed, and also to credit postmasters with the amount of any remit-
tanee of money-order funds, postal funds, or postal savings funds made
by them in compliance with the Imstructions of the Postmaster General,
which shall have been lost or stolen while in transit by mail from the
office of the remitting master to the office designated as his depos-
itory, or after arrival at such depository office and before the postmaster
at such depository office has become resggnaih!e therefor : Provided,
That no claim exceedlnﬁathe sum of $10,000 shall be paid or cmdlte-f
until after the facts shall have been ascertalned by the Postmaster
General and reported to Congress, together with his recommendation
thereon, and an appropriation made therefor: And provided [urther,
That this act shall not embrace any clalm for losses as aforesaid which
accrued more than four years prior to the date of approval of this act;
and all such claims must be presented within six months after such
date, and no claim for losses which may hereafter accrue shall he
allowed gnlm presented within six months from the time the loss

occurred.
Sec. 2. That It 18 hereby made the duty of the Postmaster General

to report his action herern to Congress annually, with his reasons
therefor in each particular case.

Mr. MOON. Mr. Chairman, under the general law the Post-
master General is authorized to adjust the losses for money
orders, stamps, and other funds, and the purpose of this act is
to add to it the authority to adjust the losses affecting postal
savings banks. I therefore ask that the report be read. It is
very brief and states the reasons pointedly for the passage of
thia bill.

The CHAIRMAN. Without objection, the Clerk will read the

port.

The Clerk read as follows: ;

[Report No. 116, by Mr. Moow, to accompany H. R. 9321.]

The act of May 9, 1888, as amended by the act of June 11, 1896,
authorizes the Postmaster General to relmburse postmasters for losses
of certaln funds resulting from burglary, fire, or other unavoidable
casualty while such funds were in thelr custody or in transit to their

gnated de; torfes. There 18 no provision of law, however, for
granting such relief in the case of losses of postal savings funds, tal
savings: cards, B stamps and certificates, key-deposit funds,
funds depos to cover ge on mailings, and funds received as
deposits to cover orders for stam envelopes. The object of the
ammmﬁnm”h to remedy this anomalous condition and te au-
thorize the ter General to grant the same measure of relief as
to losses of these funds, for which postmasters are egually responsible,
as may now be accorded with respect to losses of fu covered by
existing law,

AMr. MOORE. Will the gentleman from Tennessee answer a
 gquestion?

. Mr. MOON. If I can.

Mr. MOORE. A loss occurred in my distriet recently due to
a robbery. It was a small amount of $150 in postage stamps,
so that this would not apply. But suppose it had been postal
savings-bank funds, would this bill authorize the Postmaster
General, in his discretion, to settle it?

Mr. MOON. Postage stamps are covered by law now.

Mr. MOORE. Yes; I know; but I am assuming that the loss
had been postal savings-bank funds?

Mr. MOON. The Postmaster General has no authority to
adjust such a loss, The passage of this bill would give him that
authority.

Mr. MOORE. It would give him authority to adjust it with-
out coming to Congress?

Mr. MOON. Yes; it places it on the same basis as the
general postal matters.

Mr. MOORE. To what extent does it give the Postmaster
General authority to adjust these matters?

Mr. MOON. Up to $10,000.

Mr. MOORE. He could settle claims up to $10,000 without
recourse to Congress?

Mr. MOON. Yes.

Mr. BURKE of South Dakota. Will the gentleman yield?

Mr. MOON. Certainly.

Mr. BURKE of South Dakota. Can the gentleman state to
what extent there have been losses by reason of the larceny
of postal funds?

Mr. MOON. No:; I ean not. There has been no evidence be-
fore the committee as to the number of cases or the extent of
the losses. x

Mr. BURKE of South Dakota. As I understand it, if there is

b a loss under existing law of postal savings-bank funds, the
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only recourse of the postmaster would be, assuming that it was
a loss without his negligence, by a special bill in the nature
of a claim?

Mr. MOON. That is true. Mr. Chairman, I ask that the bill
be read for amendment.

The Clerk read the bill for amendment.

Mr. MOON. Mr. Chairman, I move that the committee do
now rise and report the bill favorably to the House, with the
recommendation that it do pass.

The motion was agreed to; accordingly the committee deter-
mined to rise, and, the Speaker having resumed the chair, Mr.
BooHEr, Chairman of the Committee of the Whole House on
the state of the Union, reported that that committee had had
under consideration the bill (H. R. 9321) to amend the act ap-
proved May 9, 15888, as amended by the act of June 11, 1896, and
had directed him to report the same back without amendment,
with the recommendation that the bill do pass.

The SPEAKER. The question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed and read a third time,
was read the third time, and passed.

On motion of Mr. Moox, a motion to reconsider the vote
whereby the bill was passed was laid on the table.

PAYMENT OF POSTAL MONEY ORDERS,

Mr. MOON., Mr. Speaker, by direction of the Committee on
the Post Office and Post Roads, I call up the-bill (H, R. 9317)
to regulate the payment of postal money orders.

The Clerk read the bill, as follows:

Be it enacted, ete., That under such rules and regulations as the Post-
master General shall preseribe postal money orders may be issued pay-
able at any money-order post office, and on and after the date upon
which such rules and regulations become effective all money orders shall
be legally payable at any money-order post office, although drawn on a
specified office; and that all laws or parts of laws In conflict herewlth
are hereby repealed.

Mr, MOON. Mr. Speaker, there is nothing in the bill except
the proposition to change the law so as to allow money orders
issued from one post office to another to be paid in any money-
order office in the United States. I ask that the Clerk read the
report.

The Clerk read the report (by Mr. Moox), as follows:

The Committee on the Post Office and Post Roads, to which was
;'teré-rred House bill 9317, has considered the same and recommends that

0 pass,

The purpose of the bill is to broaden the scope of the postal money
order by making it payable at any money-order post office instead of
at a specified office, ag at present, There Is an increasing demand that
such orders shall be payable anywhere to meet the requirements of com-
mercial usage. The limitation that a postal money order may be paid
only at the office on which drawn has been a great inconvenience to
patrons of the system, and the reason for this restriction ceased to
exist with the discontinuance of the letter of advice. The facility with
which money in this form may be transported and used in clearing
accounts will be a distinet aid to commerce, and there appears to be no
reason why money orders payable at any money-order office should not
be absolutely safe when Issued under rules and regulations prescribed
by the Postmaster General.

Mr. MANN. Mr. Speaker, will the gentleman yield?
Mr. MOON. Yes.

Mr, MANN., Was this bill referred to the Post Office Depart-
ment for recommendation?

Mr. MOON. This bill, T will say to the gentleman, is the
creature of the Post Office Department itself.

Mr. MANN. I suspected as much, and therefore I wanted to
have that fact go into the RECORD.

Mr. MOON. Mr. Speaker, I desire to say to the House, if it
is not already so understood, the three bills acted upon this
evening are propositions that come from the Post Office Depart-
ment.

Mr. MANN. Mr. Speaker, I am not certain, and I expect the
gentleman is not certain, what the result of the bill will be or
whether it will work satisfactorily, but I do not wish the Post
I()H}ce Department to hereafter blame Congress for this legis-
ation.

Mr. MOON. No. The Post Office Department advised me
and the committee that it will work all right. v

Mr. BURKE of South Dakota. Mr. Speaker, I would like to
ask the gentleman if his attention has been called, in line 7, to
the word *“ legally,” appearing before the word * payable,” and
whether there is any necessity for that word—if it would not
be better legislative form to leave it out?

Mr. MOON. I do not know that it would. It never hurts
to put in the word “legally ” anywhere.

Mr, BURKE of South Dakota. It seems to me that if Con-

gress authorizes that something shall be payable, it ought to be
an inference that it is legally payable.

Mr. MOON, Money orders are now leganlly payable only at
the office in which they are drawn.
They are only payable.

Mr. BURKE of South Dakota.

Mr, MOON. Well, only legally payable there.

Mr. PAYNE. Mr, Speaker, as 1 understand it now, when a
money order is issued payable at a certain office there is a letter
of advice sent to the postmaster at the paying office,

Mr, MOON, That was the law, but it has been discontinued.

Mr. PAYNE. That was for the purpose of safety, I suppose?

Mr. MOON. Yes.

Mr. PAYNE. But if it has been tried and discontinued, and
there is no necessity for it, there can be no objection to this.

Mr. MOON. The Post Office Department has not said to us
what rules and regulations would be adopted in respect to this;
but they do say they can provide rules and regulations that will
make these orders legally payable at any office in the United
States, with proper safeguards. It is an experiment, of course,
but I think one in which there is no possible danger.

The SPEAKER. The question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed and read a third time,
was read the third time, and passed.

On motion of Mr. Moox, a motion to reconsider the vote by
which the bill was passed was laid on the table.

BREGENTS OF BEMITHSONIAN INSTITUTION.

The SPEAKER. The Chair desires to announce that he has
reappointed Mr. Peprer, of Iowa, and Mr. Ferris, of Oklahoma,
Regents of the Smithsonian Institution, and Mr. Roeerts, of
Massachusetts, to take the place of Mr. Dalzell, of Pennsylvania.
The Clerk will continue the call of the committees.

The Clerk proceeded to call the committees.

RATLROADS IN ALASKA,

Mr. HOUSTON (when the Committee on the Territories was
called). Mr. Speaker, I am directed by the Committee on the
Territories to call up the bill (H. R. 1739) to authorize the
President of the United States to locate, construect, and operate
railroads in Alaska, and for other purposes. This is a bill on
the Union Calendar.

Mr, DAVENPORT. Mr. Speaker, before the House resolves
iteelf into the Committee of the Whole House on the state of
the Union for the consideration of this bill, I desire *2 state that
there is an understanding between the gentleman from Ten-
nessee [Mr. HoustoN] and myself, innsmuch as I am opposed to
the bill, that there would be no agreement reached to-night as to
time for debate, but that when the bill comes up on next
Wednesday we would then make an agreement as to time to be
consumed in the discussion of the bill,

The SPEAKER. The House will automatically resolve itself
into the Committee of the Whole House on the state of the
Union for the consideration of this bill, and the gentleman from
Mississippi [Mr. HarrisoN] will take the chair.

Accordingly the House resolved itself into the Committee of
the Whole House on the state of the Union for the considera-
tion of the bill H. R. 1739, with AMr. HArrISON in the chair.

Mr. HOUSTON. Mr. Chairman, I ask unanimous consent thnt
the first reading of the bill be dispensed with.

The CHAIRMAN. The gentleman from Tennessee asks
unanimous consent that the first reading of the bill be dispensed
with. Is there objection?

Mr. MURDOCK. Mr. Chairman, reserving the right t¢ ob-
Ject, will this keep the copy of the bill out of the REcorp?

Mr. MANN. It will not be printed in the Recorp unless it
is read or ordered in.

Mr. MURDOCK. It seems to me that a bill of this impor-
tance and novel character ought to be put in the Rrcorp.

Mr. MANN. I suggest that the gentleman from Tennessee
ask unanimous consent to dispense with the first reading of it
and that it be printed in the Recorp as though read.

Mr. HOUSTON. Mr. Chairman, I ask unanimous consent to
dispense with the first reading of the bill, and that the bill be
printed in the Rrcorp.

Mr. GARRETT of Tennessee. You do not want the entire
bill?

Mr. HOUSTON. The bill as reported from the committee.

Mr. GARRETT of Tennessee. The bill technically in-
cludes all.

The CHAIRMAN. The gentleman from Tennessee [Mr.
HoustoN] asks unanimous consent that the first reading of the
bill be dispensed with and that the bill as amended by the
committee be printed in the IRREcoRD.

Mr. MANN. That the committee substitute be printed in
the IRECORD.

The CHAIRMAN. That the committee substitute be printed
in the IREecorp. Is there objection? [After a pause.] The
Chair hears none.
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‘The committee substitute is as follows:

That the President of the United States is hereby empowered, au-
thorized, and directed to adopt and use a name by which to designate
the railroad or railroads and ?mpertles to be located, owned, acquired,
or operated under the authority of this act; to employ such oflicers,
agents, or agencies, in his discretion, as may be necessary to enable him
to carry out the purposes of this act, such officers, agents, or agencles
to be appointed or designated by him or under his direction; to au-
thorlze and require such officers, agents, or agencles to perform any or

all of the duties imposed upon y the terms of this act; to detail
and require any officer or cers in the Engineer Corps in the Army or
Navy, or any official in the clvil list of the United States, to perform

service under this aet. without additlonal pay, but upon allowance of
#ctual subsistence and travelinﬁn:‘xpenses; to locate and designate a
rolute or routes for a line or of standard-gauge railroad in the
Territory of Alaskn, to be so located as to connect one or more of the
open Pgeific Ocenn harbors on the southern coast of Alaska with the
nuvigable waters in the intevior of Alaska, and with a coal field or
fields yielding coal sufficient in guality and quantity for naval use{ 80
us best to aid in the development of the agricultural and mineral or
other resources of Alaska, and the settlement of the public lands
therein, and so as to provide transportation of coal for the Army and
Navy, of troops, arms, munitions of war, of the malls, and for other
governmental and public uses; to construct and build a standard-gauge
railroad or rallroads, with the necessary branch lines, feeders, sidings,
switches, and spurs along such Toute or routes as he may so locate and
deslgnate ; to purchase or otherwise acquire all real and personal prop-
erty necessary to earry out the purposes of this act: to exercise the
Power of eminent domaln in acquiring property for such use, which use
s hoveby declared to be a public use, by condemnation in the courts of
Algska in accordance with the laws now or hereafter in force there ci
to acquire 1'l;ihts of way, terminal grounds, and all other rights; an
to exercise all the tpoweru granted to rallroad companies under and b
virtue of the sct of Congress entitled “An act extending the homestea
laws and providing for right of way for railroads in the -District of
Alaska, and for other purposes,” approved May 14, 1808, and all
amendments thereto; to purchase or otherwise acquire all neccessa
equipment for the construction and operation of such railroad or rail-
roads for the transportation of freight and passengers; to -build or
otherwise nequire docks, wharves, terminal facilities, and all struc-
tures needed for the equipment and operation of such rallroad or rail-
roads: to fix, change, or modify rates for the transportation of freight
and passengers subject to the Sl;lipeﬂi!!ion of the Interstate Commerce
Commission, as hereinafter provided; to receive compensation therefor,
and to perform generally all the usual duties of a common carrier for
hire: to make and establish rules and regulations, not in violation of
law, for the control and operation of said railroad or railroads; to
employ agents and employees for the conduct of the business of said
rallroad or raillvoads, and to fix and provide their compensation; to
legse the said railroad or railroads efter completion upon such terms
as he may deem proper, but no lease shall be for a longer period than
10%years, or in the event of fallure to lease to operate the same until
the further action of Congress; to lease, purchase, condemn, or other-
wise acquire any other line or lines of raflroad in Alaska which may be
necesgary to complete the constroction of the line or lines of railroad
designated or located by him in the first instance, upon such ferms as
he may deem proper; to make contracts or agreements with any other
rallroad or with any steamship company for joint transportation of
frelght or passengers, and to make such other contracts as may be
necessary to earry out any of the purposes of this act; to transfer any
tocls, equipment, or other pmi)eﬂ%be ong(n& to the United States and
used in the construction of the Panama Canal or other Government
work for the use of such railroad and railroads In Alaska; and no
charge shall be made therefor, but credit may be taken for the fair
value thereof by the department having them In charge.

Spc. 2, That the Interstate Commerce Commission shall have as full
power and authority over all matters connected with said railroad or
rallroads as it has by law over other railroads, and nothing in this
act 8[;[&!1 ié'l anywise limit its powers or duties in respect to sall railroad
or rallroads.

SEc. 8. That the Secretary of the Treasury, upon the order of the
President, is hereby authorized to borrow, on the credit of the United
States, from tlme to time as the proceeds may be required to defray
cxpenditures authorized by this act (such proceeds, when received, to be
used. only for the purpase of meeting such expenditures) the sum of
£€35,000,000, or so much thereof as may be necessary, and to prepare
and issue therefor coupon or registered bonds of the ‘United States In
such form as he may prescribe in denominations of $100 or some
multiple of that sum, redeemable in gold coin at the pleasure of the
United States after 10 vears from the date of their i{ssue and payable
30 yenrs from such date, and bearing Interest, payable quarterly in
pold celn, at a rate not to exceed 3 per cent i}er annum ; and the bonds
herein authorized shall be exempt from all taxes or duties of the
United States as well as from taxation in any form by or under State,
municipal, or loeal authority: Provided, That sald bonds may be dis-
posed of by the Secretary of the Treasury at not léss than par under
guch regulations as he may preseribe, giving to all the citizens of the
United States an equal opportunity to subseribe therefor, but no com-
mission shall be allowed or paid thereom; and there is hereby appro-
priated, out of 1138' money in the Treasury not otherwise s.pprc?rlated
the sum of $1.000,000, to be used for carrying out the provisions of
this act, including the expense of preparing, advertising, and issulng
the bonds herein authorized, to continue avallable until expended :
Provided, That so much of the said sum of $1,000,000 as shall have
been expended shall be reimbursed to the Treasury out of the first pro-
cepds of the sale of sald bonds.

SEC, 4. That there is hereby created a redemg:lon fund in the United
States Treasury to be known as ‘‘The Alaska -Railway Redemption
Fund,” into which shall be paid 50 per cent of all moneys derived from
the sale or disposal of any of the publlc lands In Alaska or the coal
or mineral therein contained, or the timber thereon, and into which
fund shall be paid the net earnings of sald railroad or railroads above
maintenance charges and og;ratlng exi)ensesA The sald redemption
fund, or any part thereof, shall be used from time to time, upon the
order of the President, to pay the interest on the bonds authorized and
jesned under the provisions of this act, and to redeem, cancel, and re-
tire said bonds under such rules and regulations as the President may
establish in accordance with the provisions of this act.

Sec. 5. That the officers, agents, or agencies placed in charge of the
work by the President shall make to the President annually, and at
such other periods as may be required by the President or by either
House of Congress, full and complete reports of all their acts and doings
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and of all moneys received and expended in the construction of said
work and in the operation of sald work or works, and in the perform-
ance of their duties mn connectlon therewith. The annual reports
herein provided for shall be by the President transmitted to Congress.

Sec. 6. That it is the intent and par of Congress through this
act to authorize and empower the President of the ﬁrnif.ed States, and
he i8 hereby fully authorized and empowered, through such officers,
agents, or agencies as he may appoint or employ, to do all lawful acts
and things In addition to those specially authorzed in thls act necessary
to enable him to accomplish the purposes and objects of this act,

Mr. HOUSTON. Mr, Chairman, I merely called up this bill
to get the bill under headway, and I now move that the com-
mittee rise.

The motion was agreed to.

Accordingly the committee rose; and the Speaker having
resumed the chair, Mr. HarrisoN, Chairman of the Committee
of the Whole House on the state of the Union, reported that
that committee had had under consideration the bill H. R.
1739 and had directed him to report that it had come to no
resolution thereon.

ELECTION TO COMMITTEES.

Mr. UNDERWOOD. Mr. Speaker, I desire to move the elec-
tion of members of committees at the request of the gentleman
from Illinois. I ask that the letter which I send to the Clerk’s
desk be read.

The SPEAKER. The Clerk will report the letter.

The Clerk read as follows:

DeceypErR 5, 1013.

Hon., OscAr W. UNDERWOOD,
Chairman Committee on Ways and Means.

Dear Mg, UNDERWOOD : I beg to make the following recommendations
232:;1;1111113 appointment of Republican Members on committees to Ml
es:

Joux A, Perers, of Maine, to the Committee on Claims and the
Committee on Insular Affairs. .
Carvin D. Paice, of Massachusetts, to the Committee on Patents,
E::Innéitteti‘ on the Revision of the Laws, and Committee on Railways
nnals,

SaMmUuEL WALLiN, of New York, to the Committee on Industrial Arts
and Expositions. J

Mr. WaLnLIN resigns from the Committee on Railways and Canals,
which leaves a vacancy there,

Yours, very truly, JAMES R, MANN

Chairman Conference Mlnbrﬁtﬂ.

Mr. UNDERWOOD. Mr. Speaker, at the request of the
gentleman from Illinois, I move that the gentlemen who are
named in the letter be elected to the committee places as named,
and on that I move the previous guestion,

The previous question was ordered.

The question was taken, and the motion to elect was agreed to.

REPORT OF NATIONAL FORESTRY COMMISSION (8, DOC. No, 807).

Mr. LEE of Georgia. Mr. Speaker, the chairman of the Na-
tional Forestry Commission has made a report to Congress,
through the Secretary of War, who asks that a thousand extra
copies of that report be printed.

The SPEAKER. The gentleman from Georgia [Mr. Ler]
asks unanimous consent that a thousand extra copies of the
report of the National Forestry Commission be printed.

Mr. MANN. Mr. Speaker, reserving the right to object, when
was this submitted?

Mr. LEE of Georgia. It was submitted to-day.

Mr. MANN. Does the gentleman know what it will cost to
print it?

Mr. LEE of Georgia. Very little; it is a very short report,
and there is a very great demand for the information which
this report contains, and the Secretary of War requests it

Mr. MANN. Has it matter that is illustrated?

Mr. LEE of Georgia. I think not; there are no cows in it, or
trees.

Mr. HUMPHREY of Washington. Mr. Speaker, reserving the
right to object, I would like to ask the gentleman what is the
character of the report?

Mr. LEE of Georgia. It is the report of the commission for
the past year, which report is required by Congress annually.
This report is made through the Secretary of War. :

Mr. HUMPHREY of Washington. Is this in relation to the

Appalachian Reserve?
Mr. LEE of Georgia. The Appalachian and White Mountain.
The SPEAKER. Is there objection? [After a pause.] The
Chair hears none, and it is so ordered.

ADJOURNMENT.

Mr. UNDERWOOD. Mr. Speaker, I move that the House do
now adjourn.
~ The motion was agreed to; accordingly (at 5 o'clock and 2
minutes p. m.) the House adjourned to meet to-morrow, Thurs-
day, December 11, 1913, at 12 o’clock noon.
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EXECUTIVE COMMUNICATIONS.

Tnder eclause 2 of Rule XXIV, executive communications
were taken from the Speaker's table and referred as follows:

1. A letter from the Secretary of the Interior, transmitfing
a statement showing in detail what officers or employees (other
than special agents, inspectors, or employees who in the dis-
charge of their regular duties are required to constantly travel)
of the Department of the Interior have traveled on official busi-
ness from Washington to points outside of the District of Colum-
bia during the fiscal year ended June 30, 1913 (H. Doc. No.
464) ; to the Committee on Expenditures in the Department of
the Interior and ordered to be printed.

2. A letter from the Secretary of Agriculture, transmitting
information regarding the study and investigation of the boll
weevil and hog cholera plagues, as directed in House resolution
No. 254, dated September 16, 1913 (H. Doc. No. 462) ; to the
Committee on Agriculture and ordered to be printed.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

TUnder clause 2 of Rule XIII, bills and resolutions were sev-
erally reported from committees, delivered to the Clerk, and
referred to the several calendars therein named, as follows:

Mr. FINLEY, from the Committee on the Post Office and Post
Roads, to which was referred the bill (H. R. 3393) to authorize
the earrying of mail by aeroplane or any similar device, re-
ported the same without amendment, accompanied by a report
(No. 126), which said bill and report were referred to the Com-
mittee of the Whole House on the state of the Union.

Mr. IGOE, from the Committee on the District of Columbia,
to which'was referred the bill (H. R. 10158) to amend an act
entitled “An aect making appropriations to provide for the
expenses of the government of the Distriet of Columbia for the
fiscal year ending June 30, 1895, and for other purposes,” which
act was approved August T, 1894, reported the same with an
amendment, accompanied by a report (No. 125), which said bill
and report were referred to the Committee of the Whole House
on the state of the Union.

Mr., CLAYTON, from the Committee on the Judiciary, to
which was referred the bill (H. R. 8731) to amend an act
entitled “An act to prevent the disclosure of national-defense
gecrets,” approved March 3, 1911, reported the same without
amendment, accompanied by a report (No. 124), which said bill
and report were referred to the House Calendar.

REPORTS OF COMMITTEES ON PRIVATE BILLS AND
RESOLUTIONS,

Under clause 2 of Rule XIII, private bills and resolutions
vere severally reported from committees, delivered to the Clerk,
and referred to the Committee of the Whole House, as follows:

Mr. ADAMSON, from the Committee on Interstate and For-
eign Commerce, to which was referred joint resolntion (H.
J. Res. 165) for recognition of the services of the Ilate
David Du B. Gaillard, lieutenant colonel, Corps of Engineers,
United States Army, as a member of the Isthmian Canal Com-
mission, and for the relief of Mrs. Katherine Davis Gaillard,
reporfed the same with amendment, accompanied by a report
(No. 122), which said joint resolution and report were referred
to the Private Calendar.

Mr. HAYDEN, from the Committee on the Public Lands,
to which was referred the bill (H. R, 3638) providing for the
issnance of patent to George W. Wolf, reported the same with
amendment, accompanied by a report (No. 123), which said bill
and report were referred to the Private Calendar.

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS,

Under clause 3 of Rule XXTI, bills, resolutions, and memorials
were introduced and severally referred as follows:

By Mr. LENROOT: A bill (H. R. 10233) for the purchase
-of a site and the erection thereon of a public building at Lady-
smith, Wis.: to the Committee on Public Buildings and Grounds.

By Mr. BORLAND: A bill (H. R. 10234) to provide for the
cost of street paving in the District of Columbia; to the Com-
mittee on the Distriet of Columhia,

By Mr. HAYES: A bill (H. R. 10235) making appropriations
for the printing and publishing of maps and reports relating to
the kelp beds on the Pacific coast; to the Committee on Agri-
culture. J.

Also, a bill (IL. R. 10236) providing for the payment of cer-
tain claims of the State of California growing out of the Indian
wars; to the Committee on Claims.

By Mr. REILLY of Connecticut: A bill (H. R. 10237) rati-
fying the establishment of the boundary line between the States
of Connecticut and Massachusetts; to the Committee on the
Judiciary. ;

By Mr. McGILLICUDDY : A bill (H. R. 10238) to donate to
General Knox Chapter, Daughters of the American Revolution,
Thomaston, Me., the tract of land known as the Old Fort St
E?:ige Military Reservation; to the Committee on Military

TS,

By Mr. EINKAID of Nebraska: A bill (H. R. 10239) to amend
section 4 of the reclamation act approved June 17, 1902; to the
Committee on Irrigation of Arid Lands. &~

Also, a bill (H. R, 10240) to amend section 3 of the act ap-
proved August 9, 1912, providing for issmance of patents on
reclamation entries, and for other purposes; to the Committee
on Irrigation of Arid Lands.

By Mr. WALLIN: A bill (H, R. 10241) for the purchase of a
site and the erection of a Federal building at Canajoharie, N.Y.;
to the Committee on Public Buildings and Grounds.

Also, a bill (H. R. 10242) for the purchase of a site and the
erection of a Federal building at St. Johnsville, N, Y.; to the
Committee on Public Buildings and Grounds,

By Mr. MOORH: A bill (H. R. 10243) authorizing an appro-
priation for a dry dock at the Philadelphia Navy Yard; to the
Committee on Naval Affairs.

By Mr. FOWLER : A bill (H. R. 10244) appropriating $100,000
to improve the harbor and Ohio River and levee at Shawnee-
town, Il ; to the Committee on Rivers and Harbors.

Also, a bill (H, R, 10245) providing for the increase of com-
pensation and wages of the officers, employees, and servants in
the various departments of the United States Government; to
the Committee on Reform in the Civil Service.

By Mr. PORTER: A bill (H. R. 10246) authorizing the pur-
chase of a site and the building of a post office in Pittsburgh,
Pa.; to the Committee on Public Buildings and Grounds.

By Mr. MOTT: A bill (H. R. 10247) authorizing the Secre-
tary of War to donate to the Fort Oswego Chapter, Daughters
of the American Revolution, of Oswego, N. Y., two bronze or
btj&as;: cannon or fieldpieces; to the Committee on Military
Affairs.

By Mr. WINGO: A bill (H. R. 10248) to prohibit interfer-
ence with commerce among the States and Territories and with
foreign nations, and to remove obstructions thereto, and to pro-
hibit the transmission of certain messages by telegraph, tele-
phone, cable, or other means of communication between States
an;i Territories and foreign nations; to the Committee on Agri-
culture.

By Mr. HAYES: A bill (H. R. 10249) to regulafe the coming
into and the residence within the United States of certain
classes of allens, and for other purposes; to the Committee on
Foreign Affairs.

By Mr. HAWLEY : A bill (H. R. 10250) to provide pensions
for the officers and soldiers of the Indian wars of the United
States which occurred prior to the year 1880; to the Committee
on Pensions.

Also, a bill (H. R. 10251) to create the Oregon Caves National
Park; to the Committee on the Public Lands.

By Mr. EDWARDS: A bill (H. R. 10252) preventing inter-
state shipment, shipment into foreign couniries, of heifer calves
under age of 18 months, slaughtered, or for the purpose of being
slaughtered ; to the Committee on Interstate and Foreign Com-
merce,

By Mr. STEPHENS of Texas: A bill (H. R. 10253) to amend
sections 39 and 111 of the act approved March 4, 1909, entitled
“An act to codify, revise, and amend the penal laws of the
United States™; to the Committee on Indian Affairs.

By Mr. TRIBELE: A bill (H. R, 10254) to provide for the
erection of a public building in the eity of Covington, Ga.; to
the Committee on Public Buildings and Grounds.

Also, a bill (H. R. 10255) to provide for the erection of a pub-
lic building in the eity of Eatonton, Ga.; to the Committee on
Public Buildings and Grounds.

Also, a bill (H. R. 10256) to provide for the erection of a pub-
lic building in the city of Madison, Ga.; to the Commitiee on
Public Buildings and Grounds.

By Mr. LINTHICUM : A bill (H. R. 10257) to provide for an
examination and survey of the Baltimore Harbor and entrances
thereto, with a view to incrensing the depth and width of the
channels to the Chesapeake Bay; to the Committee on Rivers
and Harbors,

By Mr. FERRIS: A bill (H. R. 10238) suthorizing the Secre-
tary of the Interior to sell to the city of Lawton, Okla., a tract
of land to be used for watershed and water-supply purposes;
to the Committee on the Public Lands.
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By Mr. CULLOP: A bill (H. R. 10259) to increase pension
for totul blindness; to the Committee on Invalid Pensions,

By Mr. GOLDFOGLE: Resolution (H. Res. 338) providing
information on the income-tax law; fo the Committee on
Printing.

By Mr. MAcDONALD : Resolntion (H. Res. 341) directing the
House to determine whether certain officers and agents of the
National Association of Manufacturers have not been guilty
of practices rendering them liable to punishment for contempt;
to the Committee on the Judiciary.

Also, resolution (H. Res. 342) directing the House to deter-
mine whether, under the report of the Select Committee on
Lobby Investigations, Representative James THoMAs McDERMOTT
has not been shown to be guilty of disgraceful and dishonorable
misconduet and venality rendering him unworthy of a seat in
the House, and justly liable to expulsion from the same; to the
Committee on the Judiciary.

By Mr. ROGERS: Joint resolution (H. J. Res. 167) to enable
the Government of the United States to hold in 1015, in con-
nection with the Panama-Pacific International Exposition, the
Second Pan American Scientific Congress; to the Committee on
Foreign Affairs.

By Mr. HOBSON: Joint resolution (H. J. Res. 168) pro-
posing an amendment to the Constitution of the United States;
to the Committee on the Judiciary.

By Mr. REILLY of Connecticut: Memorial of the Legislature
of the State of Massachusetts, requesting approval by Congress
of the boundaries between the States of Massachusetts and Con-
necticut established by legislation in said States; to the Com-
mittee on the Judiciary.

PRIVATE BILLS AND RESOLUTIONS.

Tnder clause 1 of Rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr, ADAIR: A bill (H. R. 10260) granting an increase of
pension to Richard 8. Hutchings; to the Committee on Invalid
Pensions. .

By Mr. ANTHONY : A bill (H. R. 10261) granting a pension
to Francis M. Brown; to the Committee on Pensions.

Also, a bill (H. R. 10262) granting an increase of pension to
Michael Cavanagh; to the Committee on Invalid Pensions.

By Mr. ASHEROOK: A bill (H. R. 10263) granting an in-
crease of pension to James Whyde; to the Committee on Invalid
Penslons.

By Mr. BOOHER: A bill (H. R. 10264) granting an increase
of pension to John P. Bischoff; to the Committee on Invalid
Pensions.

By Mr. BYRNS of Tennessee: A bill (H. R. 10265) granting
an increase of pension to Nancy E. Robinson; to the Committee
on Pensions.

By Mr. BARTHOLDT: A bill (H. R. 10266) granting a pen-
sion to Elizabeth Maurer; to the Committee on-Invalid Pensions.

DBy Mr. CARY: A bill (H. R. 10267) granting an increase of
pension to Peter W. Flood ; to the Committee on Pensions.

By Mr. ESCH: A bill (H. R. 10268) granting an increase of
pension to Henry Sickels; to the Committee on Invalid Pensions.

3y Mr. FIELDS: A bill (H. R. 10269) granting a pension to
Lula A. Bentley; to the Committee on Pensions.

Also, a bill (H. R, 10270) granting a pension to Wilburn
Hall; to the Committee on Invalid Pensions.

By Mr. FITZGERALD: A bill (H. R. 10271) to remove the
chiirge of desertion from the record of Edward Whiteside; to
thie Committee on Military Affairs. !

By Mr. GEORGE: A bill (H. R. 10272) granting a pension
to Nana E. Sears; to the Committee on Pensions.

By Mr. HELVERING: A bill (H. R, 10273) granting a pen-
sion to Mary . Windsor ; to the Committee on Invalid Pensions,

By Mr, JACOWAY: A bill (H. R. 10274) for the relief of
TW. M. Middleton; to the Committee on Military Affairs.

Also, a bill (H. R. 10275) granting an increase of pension to
Samuel R. Price; to the Committee on Pensions.

By Mr. KREIDER: A bill (H. R. 10276) to place the name of
Findlay I. Thomas upon the unlimited retired list of the Army;
to the Committee on Military Affairs,

By Mr. LEWIS of Maryland: A bill (H, R. 10277) to remove
the charge of desertion from the record of George Patterson; to
the Committee on Military Affairs.

By Mr. LLOYD: A bill (H. R. 10278) to correct the military
record of Willlam A. Viles; to the Committee on Military
Affairs,

By Mr. MATHAN: A bill (H. R. 10279) granting an increase
cI:,f npﬁns[on to Margaret McGrath; to the Committee on Invalid

ensions.

By Mr. MOSS of West Virginia: A bill (H. R. 10280) grant-
ing an increase of pension to William B. Miracle; to the Com-
mittee on Invalid Pensions.

By Mr. O'SHAUNESSY: A bill (H. R. 10281) granting an
increase of pension to Racheal B, Ripley; to the Committee on
Invalid Pensions.

Also, a bill (H. R, 10282) granting an increase of pension to
William L. Collins; to the Committee on Invalid Pensions.

By Mr. PETERS of Maine: A bill (I R. 10283) granting a
pension to Ellen H. Russell; to the Committee on Invalid Pen-
sions.

By Mr. RUSSELL: A bill (H. R. 10284) granting an increase
of pension to William G. Files; to the Committee on Invalid
Pensions,

By Mr. SELLS: A bill (H. R, 10285) granting a pension to
Mollie N. Cape; to the Committee on Pensions.

Also, a bill (H. R. 10286) granting a pension to Harrison
Large; to the Committee on Pensions.

Also, a bill (H. R. 10287) for the relief of the heirs of D. C.
Dunn; to the Committee on Claims.

By Mr. SHACKLEFORD: A bill (H. R. 10288) granting a
pension to Geneva Beha; to the Committee on Invalid Pensions,

By Mr. SHERWOOD: A bill (H. R. 10289) granting a pen-
sion to Lizzette Hichborn; to the Committee on Invalid I'en-
sions,

By Mr. SHREVE: A bill (H. R. 10200) granting a pension to
Mary A. Hird; to the Committee on Pensions.

Also, a bill (H. R. 10201) granting a pension to Marinus N.
Allen; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10282) granting an increase of pension
to Josiah Hadlock; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10293) granting an increase of pension to
Henry W. B. Mechling; to the Committee on Pensions.

Also, a bill (H. R. 10294) granting a pension to Alice Randall;
to the Committee on Invalid Pensions,

Also, a bill (IH. R. 10295) granting an increase of pension to
J. J. Lyons; to the Committee on Invalid Pensions.

Also, a bill (H. R. 10296) to place the name of Maj. D. H.
Strickland upon the unlimited retired list of the Army; to the
Committee on Military Affairs.

By Mr. SPARKMAN: A bill (H. R. 10297) granting an In-
crease of pension to Bertha Roesch; to the Committee on In-
valid Pensions,

By Mr. TALBOTT of Maryland: A bill (. R. 10208) grant-
ing a pension to William Hinker; to the Committee on Invalid
Pensions.

Also, a bill (H. R. 10299) granting an increase of pension to
William Flynn; to the Committee on Invalid Pensions.

By Mr. TAYLOR of New York: A bill (H. R. 10300) for the
relief of the dependent mother of Henry Sloat, deceased ; to the
Commitiee on Claims,

By Mr. WILLIS: A bill (H. R. 10301) granting an increase
of pension to Jonathan Lydick; 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 the SPEAKER (by request) : Petition of the National
Wholesale Druggists’ Association, of New York City, favoring
an appropriation by Congress for legalizing reasonable trade
agreements; to the Committee on Appropriations,

Also (by request), petition of the Kansas City (Mo.) Asso-
ciation of Credit Men, favoring the appointment of a national
flood commission to devise a way of controlling the flecods of
Mississippi River; to the Committee on Rivers and Harbors.

By Mr. ANSBERRY : Petition of Cotton Belt Lodge, No. 204,
Brotherhood of Locomotive Fiiemen and Enginemen, Jonés-
boro, Ark., favoring the passage of bill (H. . 103) relative to
the regulation of electric headlights on locomotives; to the
Committee on Interstate and Foreign Commerce.

Also, petition of the Portland (Oreg.) Chamber of Commerce,
favoring the passage of legislaiion to increase the force of the
Office of the Supervising Architect in the Treasury Depart-
ment for the purpose of relieving the present congested condi-
tion; to the Committee on Public Buildings and Grounds.

By Mr. BARTHOLDT : Petition of Tenth Ward Improvement
Association of St. Louis, Mo., favoring an investigation into the
contract of the Mississippi River Power Co., of Keokuk, Iowa,
which furnishes electric power for St. Louis; to the Commitiee
on Interstate and Foreign Commerce.

By Mr. BOWDLE: Resolution of the Business Men's Club of
Cincinnati, Ohio, approving the resolution (H. Res. 208) relat-
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ing to a suspension of naval construction programs; to the Com-
mittee on Naval Affairs.

By Mr. BYRNS of Tennessee: Papers accompanying a bill
granting increase of pension to Nancy B. Robinson, widow of
Tyre Robinson; to the Committee on Pensions. :

By Mr. DALE: Petition of the Floersheimer Co., New York,
N. Y., favoring the passage of the 1-cent letter postage rate; to
the Committee on the Post Office and Post Roads.

Also, petition of Loeal Union No. 96, Journeymen Plasterers’
International Association, Washington, D. C., favoring the pas-
sage of legislation to regulate plastering in the District of Co-
lumbia ; to the Committee on the District of Columbia.

By Mr. GARDNER: Memorial of the Cape Cod Board of
Trade, favoring an appropriation to enable the placing of the
proper aids to navigation in the navigable waters of the United
States from Wings Neck to the western charter limits of the
Cape Cod Canal, Mass. ; to the Committee on Appropriations. -

By Mr. GARNER: Petition of the Young Men's Business
League of Palestine, Tex., favoring an appropriation for the con-
struction of a deep-water harbor at the mouth of the Brazos
River; to the Committee on Rivers and Harbors.

By Mr. JACOWAY : Papers to accompany bill for the relief of
Y. M. Middleton; to the Committee on Invalid Pensions.

Also, petition of citizens of Little Rock, Ark., in behalf of the
United States Military Telegraph Corps of the Civil War; to the
Committee on Pensions.

By Mr. JOHNSON of Washington : Memorial of the Commer-
cial Club of Ilwaco, Wash., favoring an appropriation for an ‘n-
vestigation of the rock supply on the Government reservation
near the north jetty of Grays Harbor, State of Washington, for
use in the improvement of the north jetty on sald harbor; to the
Committee on Rivers and Harbors.

By Mr. KENNEDY of Rhode Island: Petition of the Business
Men's Association of Pawtucket, R. I, favoring the passage of
the bill for l-cent letter postage on first-class matter; to the
Committee on the Post Office and Post Roads.

Also, petition of the Business Men's Association of Pawtuckety,
R. 1., favoring the passage of the Nelson-Madden consular bill;
to the Committee on Foreign Affairs.

By Mr. LEVY : Memorial of the board of trustees of the To-
ledo Commerce Club, favoring a revision of existing patent
laws; to the Committee on Patents.

By Mr. LONERGAN : Petition of the Hartford & New York
Transportation Co., protesting against the passage of the sea-
men’s bill (8. 136) ; to the Committee on the Merchant Marine
and Fisheries,

By Mr. MOTT: Memorial of a mass meeting of the People’s
Institute in Cooper Union, New York City, favoring the widen-
ing of the limits of the parcel post to reduce the cost of living;
to the Committee on the Post Office and Post Roads.

Also, memorial of the Portland Chamber of Commerce, of
Portland, Oreg., favoring the passage of Senate bill 3083, for
employment of more people in the Supervising Architect's Office
of the Treasury Department; to the Committee on Public Build-
ings and Grounds.

Also, memorial of the board of supervisors of Jefferson
County, N. Y., favoring an increase in the mobile Army; to the
Committee on Military Affairs.

By Mr. RAKER : Memorial of the San Francisco Credit Men's
Association, of San Francisco, Cal., favoring action by Con-
gress assisting the people in the flood district of the Mississippi
Valley; to the Committee on Rivers and Harbors.

Also, memorial of the Chamber of Commerce of Portland,
Oreg., favoring the passage of bill (8. 3063) relative to the em-
ployment of more people in the Supervising Architect’s office of
the Treasury Department; to the Committee on Public Build-
ings and Grounds.

‘Also, memorinl of San Francisco Typographical Union No.
21, of San Francisco, Cal., favoring the passage of bills (H. R.
1873 and 8. 927) relative to making lawful agreements between
employers and laborers; fo the Committee on Labor.

By Mr. SCULLY : Petition of citizens of the third congres-
sional district of New Jersey, protesting against the passage of
bill (8. 186) to increase the equipment and crews on all beats;
to the Committee on Merchant Marine and Fisheries:

By Mr. STEPHENS of California: Memorial of Loeal No. 64,
N.P. P. & B, and San Franeisco Typegraphical Unien, No. 21, fav-
oring the passage of the Bartlett-Bacon bill to take laber organi-
zations out of the antitrust act; to the Committee on Labor.

Also, memorial of the San Francisco Credit Men’s Associa-
tion, of San Francisco, Cal.,, favoring the passage of a bill for
flood control in the lower Mississippi Valley; to the Committee
on Rivers and Harbors.

SENATE.
Tuurspay, December 11, 1913,

The Senate met at 10 o’elock n. m.

Prayer by the Chaplain, Rev. Forrest J. Prettyman, D. D,

Mr. SMOOT. Mr. President, I suggest the absence of a
quorum.

The VIOE PRESIDENT. The Secretary will eall the roll.

The Secrefary called the roll, and the following Senators an-
swered to their names:

Ashurst Gronna Myers Smoot
Bankhead Hollis Norris Bterling
Bradley Hughes O'Gorman Btone
Bmdﬁ James Overman Swanson
Brandegee Johnson Owen Thompson
Bristow Jones Pa, Thornton
ryan Eenyon Perkins Townsend
Burleigh Kern Pomerene Vardaman
Burton La Follette Reed Warren
Clark, Wyo. Lane Robinson Weeks
Colt Lea Sheppard Williams
Crawford McLean Sherman Works
Dillingham Martin, Va. Simmons
Gallinger Martine, N. J Smith, 8. C.

Mr, KERN. I desire to announce that the senior Senator
from Georgia [Mr. BacoN] will be unavoidably detained for an
hour or two this morning on aceount of official business.

I also desire to announce that the senior Senator from Colo-
rado [Mr. Taomas] is absent en account of illness. This an-
nouncement may stand for the day.

Mr. THORNTON. I desire to announce that my colleague
[Mr. RanspeLL] is absent on departmental business.

The VICE PRESIDENT. Fifty-four Senators have answered
to the roll ecall. There is a guorum present. The Secretary
will read the Journal of the proceedings of the preceding session.

The Journal of yesterday's proceedings was read and approved.

BANKING AND CURRENCY.

Mr. HOLLIS. Mr. President, I desire to give notice that T
shall address the Senate upon banking and eurrency on Friday
evening of this week at 8 o'clock.

N Mr. ROOT. Mr. President, I submit two amendments to the
pending currency bill which I ask to have printed and lie on
the table.

I desire to give notice that with the permission of the Senate I
shall speak to the amendments, not at any great length, on
Saturday morning immediately after the conclusion of the
routine morning business.

S.Ln submitting the amendments I wish to say that I regard

very good, indeed, a great deal of this bill. I think it will
introduce a number of very valuable improvements in our
gystem. I value very highly the assiduity and sinecerity and
publie spirit of the members of the Senate Committee on Bank-
ing and Currency, as displayed in the work they have done
in considering and preparing amendments to this measure. I
think they are entitled to grateful reeognition from us all upon
both sides, both parts of the committee, and they ecertainly
have it from me.{But, sir, I think there are two exceedingly
vicious provisions ih the bill—one, what I regard as a greenback
inflation provision, and the other the provision for the gmar- |
anty of bank deposits. Upon these I have submitted the
amendments, and shall make some remarks.

The VICE PRESIDENT. The amendments will be printed
and lie on the table.

MESSAGE FROM THE HOUSE,

A message from the House of Representatives, by D. K. Hemp-
stead, its enrolling clerk, announced that the House had passed
the following bills, in which it requested the concurrence of the
Senate:

H. R. 8667. An act to promote the efliciency of the Naval
Militia, and for other purpeses;

H. R. 9317. An act to regulate the payment of postal money
orders; )

H. R. 9318. An act to amend the act approved June 25, 1910,
entitled “An act to establish postal savings depositories for
depositing savings at interest with the security of the Govern-
ment for repayment thereof, and for other purposes;

H.R.9321. An act to amend the act approved May 9, 1888, as
amended by the act of June 11, 1806; and

H. R.10081. An act to make the tenure of the office of the
Major General Commandant of the Marine Corps for a term of
four years.

PETITIONS AND MEMORIALS,

Mr. WEEKS presented a petition of the congregation of the
Methodist Episcopal Church of Blandford and Russell, in the
State of Massachusetts, praying for the passage of the so-called

By Mr. WILLIS: Papers to accompany bill (H. R. 10232) for
the relief of Col. Alfred C. Sharpe; to the Committee on Claims.

antipolygamy bill, which was referred to the Committee on the
Judiciary.
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